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Ms. Blanca Bayo

Director

Florida Public Service Commission
2540 Shumard Oak Boulevard
Tailahassee, FL 32399-0864

Re: Application of Sprint Spectrum L.P. for a
Certificate of Public Convenlence and Necessity

Petition of Sprint Spectrum L.P, for Waiver of Bond Requirement
Docket No. 990885-TI

Dear Ms. Bayo:
Enclosed for filing with the Commission, please find an original and 12 copics

(1)  Sprint Spectrum L.P.'s modified Proposed Tariff (Application Exhibit
B); and

(2)  Sprint Spectrum L.P.'s Amended Petition for Waiver of Bond
Requirement.
The Tariff has been modified to reflect the elimination of operator services

7 from Sprint Spectrum's planned service offerings. Minor typographical corrections and
revisions to the table of contents and check sheet also have been made.

b The Petition has been amended to make the required showing under Chapter
| 120.542 F.S.A. New or amended text is indicated by the use of italics.
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Ms. Blanca Bayo
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Also enclosed is a duplicate copy of this filing. Please date-stamp the
duplicate and return it in the self-addressed, postage-paic envelope provided.

If you have any questions regarding this filing, please do not hesitate to
contact me at the above-referenced number.

Respectfully submitted,
John J. Heitmann
Attachments and enclosures
cc: Will Cox
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SPRINT SPECTRUM L_.P.

4900 Main Street, Twelfth Floor
Kansas City, MO 64112

RESOLD LONG DISTANCE SERVICES TARIFF

Rules and regulations applicable for furnishing of Resold Long Distance Services by Sprint Spectrum
L.P. between one or more po.nts in the State of Florida as authorized by the Florida Public Service
Commission. This tariff is on file with the Florida Public Service Commission and may be inspected
during regular business hours. Copies also may be inspected durine regular business hours at Sprint
Spectrum L.P.'s principal place of business, 4900 Main Street, Twelfth Floor, Kansas City, Missouri
64112,

Isued: EfMective:

Issued By: Andrew W, BulTmire

Sprint Specirum L.P.
4900 Mailn Street, Twellth Floor

Kansas Clty, MO &4112
#1 DUOHPRUTASDZ0N) 41
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CHECK SHEET

Pages 1-32 inclusive of this Tariff are effective as of the date shown. Original and revised pages,
as named below, comprise all changes from the original Tariff in effect on the date indicated.

Page Revision Page Pension
1 Original k)] Original
2 Original 32 Original
k) Original

4 Original

5 Original

6 Original

7 Original

8 Origin |

9 Original

10 Original

1 Original

12 Original

13 Original

14 Origiral

15 Original

16 Original

17 Original

18 Original

19 Original

20 Original

21 Original

2 Original

23 Original

24 Original

25 Original

26 Original

27 Original

28 Original

29 Original

30 Original

Issued: Effectlve:

lssued By: Andrew W. Bulfmire
Sprint Spectrum L.P.

4900 Main Street, Twelfth Floor
Kansas City, MO 64112

#F DOO1PRUTASI0N 41
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The following are the only symbols used for the purposes indicated below:

(D)  To signify discontinued material

(I To signify rate or charge increase

(M)  To signify material relocated without change in text or rate
(N) To signify new material

(R)  To signify reduction

(T)  To signify a change in text, but no change in rate or regulation

Issued: Effective:

Issued By: Andrew W. Bulfmire
Sprint Spectrum L.P.
4900 Maln Street, Twellth Floor
Kansas City, MO 64112

#F DCOLPRULAIIION A




Sprint Spectrum L.P. Griginal Sheet §

TARIFF FORMAT

Sheet Numbering - Sheet numbers appear in the upper right corner of the page. Sheets are
numbered sequentially. However, new sheets occasionally are added to the wariff. When a
new ~heet is added between sheets already in effect, a decimal is added. For example, a new
sheet added between sheets 14 and 15 would be 14.1.

Sheet Revision Numbers - Revision numbers also appear in the upper right corner of each
page. These numbers are used to determine the most current sheet version on file with the
FPSC. For example, the 4th revised Sheet 14 cancels the 3rd revised Sheet 14. Because of
various suspension periods, deferrals, etc. the FPSC follows in their tariff approval process,
the most current sheet aumber on file with the Commission is not always the tariff page in

effect.

Paragraph Numbering Sequence - There are nine levels of paragraph coding. Each level of
coding is subservient (o its next higher level:
2.
2.1,
2.1.1.
2.1.LA.
2.1.1LA.L
2.1.1.A.1.(a).
2.1.1LA.1.(a).1.
2.1.1LA.1.(a).L.(i)
2.1.LA.L().LG3).(1).

Check Sheets - When a tariff filing is made with the FPSC, an updated check sheet
accompanies the tariff filing. The check sheet lists the sheets contained in the tariff, with a
cross reference to the current revision number. When new pages are added, the check sheet
is changed to reflect the revision. All revisions made in a given filing are designated on the
check sheet by an asterisk(®). There will be no other symbols used on the check sheet if
these are the only changes made to it (i.e, the format, etc. remains the same, just revised
revision levels on some pages). The tariff user should refer to the latest check sheet to find
out if a particular page is the most current on file with the FPSC.

Effective:

Issued By: Andrew W, BulTmire

Sprint Spectrum L.P.
4900 Main Street, Twellth Floor

Kansas City, MO 64112

# DCO1PRUIADION 41
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SECTION 1. TECHNICAL TERMS AND ABBREVIATIONS

Access Number - A numerical code or telephone number, one or more of which may be
assigned to a Customer, to enable the Company to identify the origin of the service User so
it may rate and bill the call. All Access Numbers shall be the sole property of the Company
and no Customer shall have any property or other right or interest in the use of any particular
Access Number.

Authorized User - Any person, firm, corporation or other entity accessing or utilizing the
services furnished by the Company to the Customer,

Billed Party - The perron or entity responsible for payment of the Company’s service. The
Billed Party is the Cusiomer associated with the Access Number used to place the call, with

the following exceptions:

(a) in the case of a calling card or credit card call, the Billed Party is the holder of the
calling card or credit card used by the User; and

(b) in the case of a collect or third party call, the Billed Party is the person responsible
for the local or wireless telephone service at the telephone number that agrees to

accept charges for the call.
lssued: Effective:
Issued By: Andrew W. BulTmire
Sprint Spectrum L.P.

4900 Maln Street, Twellth Floor
Kansas City, MO 64112
o DCOLFRUIASIZO0] 41
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SECTION 1. TECHNICAL TERMS AND ABBREVIATIONS (Cont'd)
Commission - Florida Public Service Commission.
Common Carrier - A company or entity providing t2lecommunications services (o the public.
Company - Sprint Spectrum L.P.

Customer - A person, firm, corporation, partnership or other entity, including affiliates or
divisions of the Customer, responsible for payment of charges to the Company and
compliance with all terms and conditions of this tariff.

Day - The period of time from 8:00 a.m. to (but not including) 5:00 p.m., Monday through
Friday, as measured hy local time at the location from which the call is originated.

Evening - The period of time from 5:00 p.m. to (but not including) 11:00 p.m., Sunday
through Friday and any time during a Holiday, as measured by local time at the location
from which the call is originated.

FESC - Florida Public Service Commission.

Holiday - New Year's Day, Memorial Day, Independence Day, Labor Day, Thanksgiving
Day, and Christmas Day.

NightWeekend ("N/Wkd") - The period of time from 11:00 p.m. to (but not including) 8:00
a.m., Monday through Friday, any time on Saturday and all day Sunday, except 5:00 p.m.
to (but not including) 11:00 p.m., as measured by local time at the location from which the
call is originated.

Prepaid Calling Card - A calling card or other tangible item which (i) contains an Access
Number or an access code, (ii) is supplied by the Company or its agent, and (iii) permits a
User to use the Company's services up to an amount prepaid to the Company. Calls charged
10 a prepaid calling card will be debited against the amount the User has prepaid.

User - Customer or any Authorized User.

lssued: Effective:

Issued By: Andrew W. Buffmire

Sprint Spectrum L.P.
4900 Main Street, Twellth Floor

Kansas City, MO 64112
B DCOLPRULASIZEN) 41
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SECTION 2. RULES AND REGULATIONS
2.1 Application of Tariff

2.1.1

2.1.2

This tariff contains the regulatons and rates applicable to intrastate long
distance services provided by the Company. The Company's services are
furnished subject to the availability of facilities and the terms and conditions
of this tariff.

The Company's services will be offered as part of a joint undertaking with
WirelessCo, L.P. ("WirelessCo"), an affiliate of the Company licensed by the
Federal Communications Commission to provide personal communications
services ("PCS") within Florida. The Company will provide intrastate long
distance service to WirelessCo's PCS customers through the resale of services
of cder certificated Common Carriers. Together, the services of WirelessCo
and the Company will be marketed under the brand name Sprint PCS.

The rates and regulations contained in this tariff apply only to the services
furnished by the Company and do not apply, unless otherwise specified, to
the lines, facilities, or services provided by a local =xchange telephone
company or other Common Carrier for use in accessing the services of the

Company.

ElTective:

Issued By: Andrew W, BulTmire

48 DOOPRULASION 41

Sprint Spectrum L.P,
4900 Main Street, Twelfth Floor

Kansas Cliy, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.2 Use and Availabllity of Service

2.2.1

2.2.2

2.2.3

224

2.2.5

2.2.6

2.2.7

228

229

Service is furnished to the User for any lawful purpose. Service shall not be
used for any unlawful purpose, nor used in such a manner as to interfere
unreasonably with the use of service by any other Users.

The use of the Company's services without payment for service or atlempting
to avoid payment for service by fraudulent means or devices, false or invalid
numbers, or false calling or credit cards is prohibited.

The Company does not transmit messages pursuant to this tariff, but its
services may be used for that purpose.

The Company's services may be denied for nonpayment of charges or for
other violations of the terms and conditions set forth in this tariff.

The Company reserves the right to refuse service to individuals under the age
of 18 and may require proof of age prior to initiating service.

The use of the Company's services to make calls which might reasonably be
expected to frighten, abuse, torment, or harass anothe: is prohibited.

Service temporarily may be refused or limited because of sysiem capaciry
limitations.

Service is subject to transmission limitations caused by natural (including

atmospheric, geographic or topographic) or artificial conditions adversely
affecting transmission.

Service 1o any or all Customers may be temporarily interrupted or curtailed
due to equipment modifications, upgrades, relocations, repairs and similar
activities necessary for proper or improved operations.

Ellective:

Issued By: Andrew W. Buffmire

e DCOLPRULASKIDD ] 41

Sprint Spectrum L.P.
4900 Maln Street, Twelfth Floor

Kansas City, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.3 Limitation of Liability

2.3.1 Because the Company has no con.rol of communicalions conlent transmitied
over its system, and because of the possibility of errors incident to the
provision and use of its service, service furnished by the Company 1 subject
to the terms, conditions and limitations herein specified.

2.3.2 The Company is not liable to Users for interruptions in service except as sel
forth in Section 2.5 of this tariff.

2.3.3 The liability of the Company for errors in billing that result in overpayment
by ¢ ¢ Customer shall be limited to a credit equal to the dollar amount
erroncously billed or, in the event that payment has been made and service
has been discontinued, to a refund of the amount erroneously billed.

2.3.4 The Company shall not be liable for and the User shall indemnify and hold
the Company harmless against any claims for loss or damages involving:

2:34.A Any act or omission of: (i) the User; or (ii) any other entity
furnishing service, equipment or facilities for use in
conjunction with services or facilities provided by the
Company;

2348 Interruptions or delays in transmission, or errors or defects in
transmission, or failure to transmit when caused by or as a
result of acts of God, fire, war, riots, government authorities
or causes beyond the Company's control,

234C Any unlawful or unauthorized use of the Company's facilities
and services,
Issued: Efective:
[ssued By: Andrew W. BulTmire
Sprint Spectrum L.P.

4900 Main Street, Twellth Floor
Kansas City, MO 64112
## DCOLPRUIAION 41




Sprint Spectrum L.P.
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SECTION 2. RULES AND REGULATIONS (Cont’d)
2.3 Limitation of Liability (Cont’d)

2.34.D

234E

2.34F

234G

2.34H

2341

Libel, slander or infringement of copyright arising directly or
indirectly from the material transmitted over facilities
provided by the Company;

Infringement of patents arising from combining apparatus and
systems of the User with facilities provided by the Company,

Claims arising out of any act or omission of the User in
connection with service provided by the Company;

Breach in the privacy or security of communications
transmitted over the Company’s facilities;

Changes in any of the facilities, operations or procedures of
the Company that (1) render any equipment, facilities or
services provided or utilized by the User obsolete; (2) require
modification or alteration of such equipment, facilities or
services, or (3) otherwise affect use or performance of such
equipment, facilities or services except where reasonable
notice is required by the Company and is not provided to the
Cusiomer;

Defacement of or damage to the Customer's premises or
personal property resulting from the furnishing of services or
equipment on such premises or the installation or removal
thereof;

Issued By:

o DOD PRLIAAND L 41

EfMective:

Andrew W, Bulfmlre

Sprint Spectrum L.P.

4900 Maln Sireet, Twellth Floor
Kansas Clty, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont’d)
2.3 Limitation of Liability (Cont'd)

234)

234K

234L

234M

234.N

Any wrongful act of a Company employee where such act is
not authorized by the Company and is not within the scope of

the employee's responsibilities for the Company;

Any representations made by a Company employee that do
not comport, or that are inconsistent, with the provisions of
this tariff; i

Any act or omission in connection with the provision of 911,
E911, or similar services;

Any noncompleted calls due to network busy conditions; and

Any calls not actually attempted to be completed during any
period that service is unavailable.

2.3.5 The User shall reimburse the Company for all costs, expenses and fees
(including reasonable attorneys’ fees and costs) incurred by the Company in
its defense against claims set forth in Section 2.3.4.

Issued By:

o DCOPRULAI200 ] AL

Effective:

Andrew W. Bulfmire

Sprint Spectrum L.P.

4900 Main Street, Twellth Floor
Kansas Cliy, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.3 Limitation of Liability (Cont'd)

2.3.6

2.3.7

2.3.8

239

The Company assumes no responsibility for the availability or performance
of any cable or satellite systems or r:lated facilities under the control of other
entities that are used to provide service to the User, even if the Company has
acted as the User's agent in arranging for such facilities or services.

Any claim against the Company shall be deemed waived unless presented in
writing to the Company within thirty (30) days after the date of the
occurrence that gave rise to the claim.

The Company makes no express representations or warranties regarding the
service and disclaims any implied warranties, including, but not limited to,
warraruies of title or implied warranties of merchantability or fitness for a
particular purpose. The Company does not authorize anyone o make a
warranty of any kind on its behalf and the User should not rely on any such
statement.

Any liability of the Company for loss or damages arising out of mistakes,
omissions, interruptions, delays, errors or defects in the service, the
transmission of the service, or failures or defects in facilities furnished by the
Company, occurring in the course of furnishing service shall in no event
exceed an amount equivalent to the proportionate fixed monthly charge to the
Customer for service, during the period of time in which such mistakes,
omissions, interruptions, delays, errors or defects in the service, its
transmission or failure or defect in facilities furnished by the Company
occurred.

Effective:

Issued By: Andrew W. BulTmire

#F DOOLTPRUIASIIN) 41

Sprint Spectrum L.P,
4900 Maln Street, Twellth Floor

Kansas Clty, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont’d)
2.4  Responsibilities of the Customer

24.1

242

2.43

24.4

The Customer is responsible for placing any necessary orders, complying
with tariff regulations and assuring that Users comply with tariff regulations.
The Customer shall ensure compliance with any applicable laws, regulations,
orders or other requirements of any governmental entity relating to services
provided to the Customer or made available by the Customer to another User,
The Customer is also responsible for the payment of charges for all calls
originated at the Customer's numbers which are not collect, third party,
calling card, or credit card calls.

The Customer is responsible for charges incurred for special construction
and/or special facilities which the Customer requests and which are ordered
by the Company on the Customer’s behalf,

If required for the provisioning of the Company’s services, the Customer
must provide any equipment space, supporting structure, conduit and
electrical power without charge to the Company.

The Customer is responsible for arranging access to its premises at times
mutually agreeable to the Company and the Cusiomer when required for
Company personnel to install, repair, maintain, program, inspect or remove
equipment associated with the provision of the Company's services.

Insued:

Effective:

Issued By: Andrew W. Buffmire

#¢ DOOLPRULAION A1

Sprint Spectrum L.P.
4900 Main Street, Twellth Floor

Kansas City, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.4  Responsibilities of the Customer (Cont'd)

24.5

2.4.6

2.4.7

The Customer must pay the Company for replacement or repair of damage
to the Company's equipment or facilities caused by negligent or improper use
on the part of the Customer, Users, or others.

The Customer must indemnify the Company for the theft of any Company
equipment or facilities installed at the Customer’s premises.

The Customer agrees, except where the events, incidents or eventualities set
forth i this sentence are the result of the Company's gross negligence or
willful misconduct, 1o release, indemnify and hold harmless the Company
against any and all loss, claims, desnands, suits or other action or any liability
whatsoever, whether suffered, made, instituted or asserted by the Customer
or by any other party or person, for any personal injury to or death of any
person or persons, or for any loss of or damage to any property, whether
owned by the Customer or others. The Customer shall reimburse the
Company for all costs, expenses and fees (including reasonable attorneys’
fees and costs) incurred by the Company in its defense against such actions.

Effective:

lssued By: Andrew W, Bulfmire

DO PRUIASIIOI 41

Sprint Spectrum L.P.
4900 Main Street, Tweilth Floor
Kansas City, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.5  Allowances for Interruptions in Service

2.5.1 General
2.5.1.A

25.1.B

2.5.1.C

A service is interrupted when it becomes unusable to the
User, e.g., the User is unable to transmit or receive, because
of a failure of a component furnished by the Company under
this tariff,

An interruption period begins when the User reports a
service, facility or circuit to be inoperative and releases it for
testing and repair. An interruption period ends when the
service, facility or circuit is operative.

If the User reports a service, facility or circuit o be
inoperative but declines to release it for testing and repair, the
service, facility or circuit is considered 1o be impaired but not
interrupted. No credit allowances will be made for a service
facility or circuit considered by the Company 1o be impaired.

2.5.2 Limitations on Allowances

2.5.2.A

No credit allowance will be made for any interrup.aon of
service:

2.5.2.A.1 due 1o the negligence of, or noncompliance with the

provisions of this tariff by, any person or entity other
than the Company, including but not limited 1o the
Customer or other Common Carriers connected to the
service of the Company;

Issued By:

N DCO | PRUTATLGN 41

Effective:

Avdrew W. BulTmire

Sprint Spectrum L.P,

4900 Maln Street, Twellth Floor
Kansas Chty, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont’d)
2.5  Allowances for Interruptions in Service (Cent'd)
2.5.2 Limitations on Allowances (Cont’d)

25.2.A.2

252A3

T52.A4

2.5.2.A5

2.5.2.A.6

2.5.2.A.7

2.5.2.A8

due to the failure of power, equipment, systems or
services not provided by the Company;

due to circumstances or causes beyond the control of
the Company;

during any period in which the Company is not given
full and free access to the Customer's or Company's
facilities and equipment for the purpose of
investigating and correcting the interruption;

during any period in which the User continues 1o use
the service on an impaired basis;

during any period in which the Customer has released
service 1o the Company for maintenance purposes or
for implementation of a Customer order for a change
in service arrangements;

that occurs or continues due (o the Customer’s failure
to authorize replacement of any element of special
construction; and

that was not reported o0 the Company within thirty
(30) days of the date that service was affected.

Lssued By:

0 DCOLPRUTASION] 4]

ElTective:

Andrew W, BulTmire

Sprint Spectrum L.P.

4900 Main Strect, Twellth Floos
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Original Sheet 18

SECTION 2. RULES AND REGULATIONS (Cont'd)
2.5  Allowances for Interruptions in Service (Cont'd)
2.5.3 Application of Credits for Interrupted Services

2.53.A

2538

25.3.C

2.5.3.D

253.E

At the Customer’s request, a credit allowance for a continuous
interruption of service for more than twenty-four (24) hours
will be made in an amount determined by the Company on a
case-by-case basis.

Any such interruption will be measured from the time it is
reported 1o or detecied by the Company, whichever occurs
first,

In the event the User is affected by such interruption for a
period of less than twenty-four (24) hours, 10 adjustment will
be made. No adjustments will be earned by accumulating
non-continuous periods of interruption.

When an interruption exceeds twenty-four (24) hours, the
length of the interruption will be measured in twenty-four (24)
hour days. A fraction of a day consisting of less than twelve
(12) hours will not be credited and a period of twelve (12)
hours or more will be considered an additional day.

A credit allowance will not be given for interruptions caused
by the negligence or willful act of the User or interruptions
caused by failure of equipment or service not provided by the
Company.

Issued By:

0 DCOLPRUIAGID L 4L

Effective:

Andrew W, Bulfmire

Sprint Spectrum L.P.

4900 Maln Street, Twelflth Floor
Kansas Clty, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont'd)
2.6  Payment of Charges

26.1

26.2

263

264

265

The Customer is responsible for payment of all charges for service furnished
to the User.

The Company reserves the right to assess late payment charges for Customers
whose account(s) carries principal owing from the prior billing period. Any
charges not paid in full by the due date indicated on the billing statement may
be subject to a late fee of 1.5% per month.

The Company reserves the right to assess a fee for any check or other
negotiable instrument returned to the Company for any reason.

Recurring monthly charges may be invoiced one month in advance. Invoicing
cycles are approximately 30 days in length.

Customers must notify the Company in writing of any disputed charges within
fificen (15) days of the billing date, otherwise all charges on the invoice will
be desmed accepted. All charges remain due and payable at the due date,
although a Customer does not have to pay disputed charges while the
Company conducts its investigation into the matter.

2.7 Call Blocking

2.7.1

Notwithstanding any other provisions of this tariff, the Zompany may block
calls which (i) are made to certain cities or central offices ("NXX")
exchanges, or (ii) make use of certain Access Numbers, as the Company, in
its sole opinion and discretion, deems reasonably necessary o prevent
unlawful o: fraudulent use of services.

Issued:

Effective:

Issued By: Andrew W. Bulfmire
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SECTION 2. RULES AND REGULATIONS (Cont’d)
2.8 Deposits

2.8.1

282

283

2.84

Prior to establishing and maintaining fervice, the Company may require a
deposit or other guaranty, in an amouat determined by the Company, to
secure payment of bills. Service may be refused or discontinued for failure
10 pay the requested deposit. Interest, when payable under state la. or
Commission rules, will be paid either by refund or credit to the Customer’s
account, except that no refund or credit will be made if the Customer's bill

is delinquent.

The deposit may be waived upon a Customer's showing satisfactory credit or
payment 'istory, any deposit required will be returned or credited to the
Customer's account after twelve (12) months if the Customer has established
a satisfactory payment record for that period. If a deposit has been waived
or returned and the Customer fails to maintain a satisfactory payment record,
a deposit may then be required.

The Company may require a deposit in addition to the initial deposit if the
Customer’s classification of service changes or there is a change in the
estimated monthly charges based on actual usage. Upon termination of
service, the deposit, including principal amounts and any interest carned, will
be credited to the Customer’s final bill with any remainder refunded to the
Customer.

Any excess from the deposit shall be returned to the Customer’s last known
address within 75 days afier termination or default. If the U.S. Postal
Service is unable to deliver the money and returns it to the Company, the
Company sha!i hold the money for one year from the date it is returned and
may charge a monthly account service fee. Any portion of the deposit left
after one year shai! be considered forfeited by the Customer.

Effective:

Issued By: Andrew W. Bulfmire
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SECTION 2. RULES AND REGULATIONS (Cont’d)
2.8 Deposits (Cont’d)

2.85

2.8.6

A Customer’s deposit for services vnder this tariff will be in an amount not
to exceed two-twelfths (2/12) of the estimated annual bill of such Customer.

The payment of a deposit or provision of security neither rclieves the
Customer from complying with Company regulations or the prompt paymeni
of bills nor constitutes a waiver or modification of the regulations of the
Company providing the discontinuance of service for nonpayment of any
sums due to the Company for service rendered.

2.9  Prepayment

2.9.1

292

2.9.3

The Company, at its discretion, may require prepayment prior 10 its provision
of service. Charges incurred by the Customer for service will be deducted
from the amount of the prepayment on an ongoing basis &s they are incurred.

Service may be suspended when a Customer's prepaid amount is reduced to
zero. Service will resume only after prepayment of an additional amount
determined by the Company.

Upon termination of service, by either the Customer or the Company, any
excess prepayment will be credited or refunded 1o the Cus omer. If charges
for service exceed the remaining prepayment, the Customer remains
responsible for such charges and the Company may collect the amount of any

underpayment.

Effective:

Issued By: Andrew W, Bulfmire
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SECTION 2. RULES AND REGULATIONS (Cont’d)

2.10  Contested Charges

2.10.1 All bills are presumed accurate, and shall b: binding on the Customer unless
objection is received by the Company no riore than fificen days (15) days
after such bills are rendered. In the case of a billing dispute between the
Customer and the Company for service furnished to the Customer, which
cannot be settled with mutual satisfaction, the Customer may take the
following course of action no more than fifieen (15) days afier the billing
date:

2.10.1.A First, the Customer may request, and the Company will
provide, an in-depth review of the disputed amount. (The
undisputed portion and subsequent bills must be paid on a
timely basis or the service may be subject to disconnection. )

2.10.1.B Second, if there is still a disagreement about the disputed
amount after investigation and review by the Company, the
Customer may file an appropriate complaint with the Florida
Public Service Commission. The address of the Commission
is:

2540 Shumard Oak Boulevard
Tallahassee, Florida 32399

2.10.2 Billing inquiries may be directed to the Company at its toll free numbes:

(B88) 211-4727.
Issued: Effective:
- Issued By: Andrew W, Bulfmire
Sprint Spectrum L.P.

4900 Maln Street, Twellth Floor
Kansas Clty, MO 84112
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.11

2.12

2.13

2.14

Billing Entity Conditions

2.11.1 When billing functions on behalf of the Company are performed by the local
exchange telephone company, or others, the payment conditions and
regulations of such companies apply, including any applicable interest and/or
late payment charge conditions.

Taxes

2.12.1 All federal excise taxes, and state and local sales, use and similar taxes are
billed as separate items and are not included in the quoted rates.

Promotions

2.13.1 Upon thirty (30) days prior written notice to the Commission, the Company
may from time to time offer services or waive or vary service rates for
promotional, market research or other similar business purposes. The
varying rates will not exceed those in this tariff for the same services.
These promotions will be approved by the Commission with specific starting
dates and ending dates and under no circumstances run for longer than ninety
(90) days in any twelve (12) month period as required by Rule Number 25-
24 .485(1)().

Uncompleted Calls/Wrong Number

2.14.1 The Company will not knowingly charge for uncompleted calls or wrong
numbers. Upon the Customer's request and proper verification, the Company
shall promptly adjust or credit the Customer's account for charges or
paymenis for any unanswered call inadvertently billed due 1o the
unavailability of Featre Group D or due to another carrier's failure w0
provide answer supervision. Where answer supervision is not available, any
call for whici the duration exceeds one (1) minute shall be presumed to have
been answered.

Effective:

Lssued By: Andrew W. Bulfmire
Sprint Spectrum L.P,
4900 Maln Street, Twellth Floor
Kansas City, MO 64112
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SECTION 2. RULES AND REGULATIONS (Cont'd)

2.15 Termination of Service

2.15.1 A Customer may terminate service, with or without cause, bty giving the
Company notice. The Company may terminate service at any time, with or
without cause, consistent with applicable state regulations,

2.15.2 In lieu of termination for non-payment or tariff violations, the Company, in
its sole discretion, may require that alternalive paymenl arrangements are

agreed to prior to completing additional toll calls.

2.15.3 The Customer is responsible for all charges incurred to the Access Number
regard ess of which party terminates the service. The Customer shall
reimburse the Company for all costs, expenses and fees (including reasonable
attorneys fees and costs) incurred by the Company in collecting such charges.

Issued: Effective:

Issued By: Andrew W. Bulfmire

Sprint Spectrum L.P.
4900 Main Street, Twellth Floor

Kansas City, MO 64112
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SECTION 3. DESCRIPTION OF SERVICE

The regulations set forth in this section explain how to apply the rate table associated with
the various services offerings described in Section 4.

3.1 Timing of Calls

3.1.1 Billing for calls placed over the Company's underlying carrier's network is
based on the duration of the call. Timing begins when the called station is
answered, as determined by standard industry methods generally in use for
ascertaining answers, including answer supervision hardware by which the
local telephone company sends a signal to the switch or the software utilizing
audio tone detection. Timing ends when cither party hangs up.

3.2 Computation of Charges

3.2.1 As set forth in Section 4, calls will be billed in increments of either: (i) an
initial eighteen (18) second period and additional six (6) second periods; (1)
an initial thirty (30) second period and additional six (6) second periods; (iii)
an initial one (1) minute period and additional thirty (30) second periods; or
(iv) an initial one (1) minute period and additional one (1) minute periods.

Issued: Effective:

Issued By: Andrew W, BufTmire

Sprint Spectrum L.P.
4900 Main Street, Twellth Floor

Kansas City, MO 64112
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SECTION 3. DESCRIFTION OF SERVICE (Cont’d)
3.3  Calculation of Distance

3.3.1 Usage charges for all mileage sensitive products are based on the airline
distance between rate centers associated with the originating and terminating
points of the call.

The airline mileage between rate centers is determined by applying the
formula below to the vertical and horizontal coordinates associated with the
rate centers involved. The Company uses the rate centers and associated
vertical and horizontal coordinates that are produced by Bell Communications
Research in their NPA-NXX V & H Coordinates Tape and Bell's NECA

Tariff No. 4.
Formula:
V(VI-V2) +(H1-H2)?
10
Issued: Eiffective:
Issued By: Andrew W. Bulfmire
Sprint Spectrum L.P,

4900 Main Street, Twellth Floor
Kansas Clty, MO 64112
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SECTION 3. DESCRIPTION OF SERVICE (Cont'd)
3.4  Service Offerings
3.4.1 1+ Long Distance
3.4.1.A Description of Service

1+ Long Distance Service is long distance message telephone
service provided between points located within the State,

34.1.B Billing Increments

1+ Long Distance calls are billed in initial one (1) minute
increments and additional periods of one (1) minute. All | +
Long Distance calls are rounded up to the next full minute.

Issued: Efective:

Issued By: Andrew W. BulTmire

Sprint Spectrum L.P.
4900 Main Street, Twellth Flcor
Kansas City, MO 64112
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SECTION 3. DESCRIFTION OF SERVICE (Cont'd)
3.4  Service Offerings (Cont’d)
3.4.2 Toll Free Service
(RESERVED FOR FUTURE (SE]

3.43 Post-Paid Calling Card Service
[RESERVED FOR FUTURE USE]

3.4.4 Prepaid Calling Card Services
[RESERVED FOR FUTURE USE]

Issued: Effective:

Issued By: Andrew W. BulTmire

Sprint Spectrum L.P.
4900 Maln Street, Twellth Floor

Kansas City, MO 64112
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SECTION 4. RATES
4.1 1+ Long Distance

4.1.1 Rates
1+ Long Distance Customers may select one of the following rate options:
ELAN A
Rate Effective Ti ([
$0.15 per minute Anytime
ELAM B
Rates Effective Time of Day
$0.25 per minute 7am. -7 p.m.
$0.10 per minute 7:01 p.m. - 6:59 a.m.
Issued: EfMective:
Issued By: Andrew W. Buffmire

Sprint Spectrum L.P,
45900 Main Street, Twelflth Floor

Kansas City, MO 64112
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SECTION 4. RATES (Cont’d)

4.2 Toll Free Service
[RESERVED FOR FUTURE USE]
: Efective:
Lssued By: Andrew W, Buffmire

Sprint Spectrum L.P.
4900 Main Street, Twelfth Floor
Kansas City, MO 64112
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SECTION 4. RATES (Cont'd)
43  Post-Pald Calling Card Service

[RESERVED FOR FUTURE USE]

Issued: Effective:

Issued By: Andrew W. Buffmire
Sprint Spectrum L.P.
4900 Main Street, Twellth Floor
Kansas City, MO 64112
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SECTION 4. RATES (Cont'd)
44  Prepaid Calling Card Service
[RESERVED FOR FUTURE USE]
lssued: Effective:
Lssued By: Andrew W, BufTmire
Sprint Spectrum L.P.

4900 Main Street, Twelfth Floor
Kansas City, MO 64112
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Before the

STATE OF FLORIDA
PUBLIC SERVICE COMMISSION
Application of )
Sprint Spectrum L.P. )
for a Authority to Provide ) Docket No.
Resold Long Distance Services )
Within the State of Florida )

AMENDED PETITION FOR WAIVER OF BOND REQUIREMENT

Sprint Spectrum L.P. ("Sprint Spectrum®), by its attorncys, hereby petitions the
Florida Public Service Commission ("FPSC") for waiver of the bond requirement for
interexchange carriers requiring deposits from customers for amounts greater than the
estimated charges for one month's toll services. Pursuant to Florida Administrative Code
Rule 25-24.490(2), "a company may apply to the Commission for a waiver of the bond
requirement by demonstrating the financial resources and income to provide assurance of
continued operation under its certificate over the long term.” Rule 25-24.490(2), F.A.C. As
described below and demonstrated in the financial materials attached hereto as Exhibit A,
Sprint Spectrum has more than ample financial resources (o start-up and sustain operations
over the long term and to assure that all prepaid amounts will be fulfilled and deposits will
be reimbursed during the normal course of business. Pursuant to Chapter 120.542, Sections
2 and 5 of the Florida Statutes Annotated, Sprint Spectrum also submits that application of
the bond requirement rule would create a "substantial hardship” for Sprint Spectrum and tha
the pro-consumer purposes of Rule 25-24.290 would be well served by the FPSC's grant of
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this petition. Thus, Sprint Spectrum believes that grant of its petition for waiver is
warranied.
L Sprint Spectrum's Capitalization, Financial Commitments and Projected Income
for Florida Operations Demonstrate that a Waiver Should Be Granted
As described in the Application, Sprint Spectrum secks authority 1o provide resold
long distance services to the wircless Personal Communications Services ("PCS”) customers
of WirclessCo, L.P. ("WirelessCo"). Sprint Spectrum is a partnership backed by some of
the largest, most experienced and financially sound companies in the communications
industry. Beneficial owner hip in the partnership ultimately is held by Sprint Corporation
("Sprint*), Telecommunications, Inc. (*TCI"), Cox Communications, Inc. ("Cox") and
Comcast Corporation ("Comcast”, collectively, the “Partners®) in the following p~rcentages:

Sprint 40%;
TCl1 30%:;
Cox 15%; and
Comcast 15%.

Together, the Partners have agreed to contribute up to $4.2 billion in equity to Sprint
Spectrum for the construction of a nationwide wircless PCS network and the launch of PCS
services that will be markewsd under the "Sprint PCS” brand name.' (Sprint PCS will
consist of the wireless PCS of WirelessCo, L.P., a subsidiary of Sprint Spectrum, and the
resold long distance services of Sprint Spectrum.) Sprint Spectrum also has secured $3.1

billion in vendor financing from Lucent Techaologies and Nortel as well as a $2 billion

! Approximately $3 billion has been contributed by the Partners to date.
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credit facility through Chase Manhattan Bank. All told, Sprint Spectrum has secured nearly
$10 billion in capitalization and financial commitments.

Sprint Spectrum also will realize its first significant operating revenues in the first
quarter of 1997 as it has launched service in 42 markets and will expand to approximately 25
additional markets by mid-year. In Florida, Sprint Spectrum intends to launch Sprint PCS
service in the Miami market by the fourth quarter of 1997, Sprint Spectrum projects that its
income from its first year of operations in Florida will be in excess of $30 million.

In addition to having nearly $10 billion in capitalization and financial commitments,
Sprint Spectruin is investing millions in the construction of Florida PCS networks in the New
Orleans-Baton Rouge and Mia ni-Fort Lauderdale MTAs. Such a substantial investment in
Florida's telecommunications infrastructure provides additiona! evidence that Sprint Spectrum

is committed to continued operation under its certificate over the long term.

Il.  Chapter 120.542 Showing

Pursuant to F.5.A. § 120.542(2), Sprint Spectrum submits that application of the
bond requirement rule would create a “substantial hardship® for Sprint Spectrum. For the
purposes of F.5.A. § 120.542(5), "'substantial hardship® means a demonstraied economic,
technological, legal, or other type of hardship to the person requesting the variance or the
waiver.” In this case, application of the bond requirement will create a “substantial
hardship® for Sprint Spectrum in as much as it will cause Sprint Spectrum to: (1) tie-up
thousands of dollars in a bond; (2) incur the cost of and administrative expenses associated

with maintaining the bond; and (3) suffer a competitive disadvantage vis-a-vis competing
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wireless carriers that have been granted waivers dﬁthﬂrwﬂmﬁpﬁwm the
enactment of F.S. A. § 120.542.
Pursuant to F.S.A. § 120.542(5), Sprint Spectrum sets forth the following:

(@)  Sprint Spectrum requests that the FPSC grant it a waiver of Rule 25-24.490(2)
FAC

(b)  The type of action requested by Sprint Spectrwn is the FPSC's grant of this
petition for waiver,

(c) Grant of such waiver is justified by the following facts: (1) Sprint Spectrum has
more than adequate capitalization, financial commitments and projected
income to start-up and sustain operations over the long term and to assure that
all prepaid amounts will be fulfilled and deposits will be reimbursed during the
normal course of business; and (2) application of the bond requirement will
create a "substantial hardship* for Sprint Spectrum because it will cause Sprint
Spectrum to (a) t.2-up thousands of dollars in a bond, (b) incur the costs of
and administrative expenses associated with maintaining the bond, and (c)
suffer a competitive disadvantage vis-a-vis competing wireless carriers that
have been granted waivers of the bonding requirement prior (o the enactment
of the new Administrative Procedure Act.

(d)  Grans of the waiver requesied would serve the pro-consumer purposes of Rule
25-24.490(2) because Sprint Spectrum has demonstrated that a bond is not
necessary 1o protect consumers' interests. Moreover, grant of the requested
waiver will allow Sprint Spectrum to compete more effectively with other
providers of long distance services by ensuring that Sprint Spectrum’s
regulatory/administrative burdens are similar to those of its con petitors.
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ill.  Conclusion

Sprint Spectrum's nearly $10 billion in capitalization and financial commitments,
projected income for Florida operations, and substantial investment in Florida PCS networks
should provide the FPSC with adequate assurance that i will be able to launch and sustain
operations over the long term. Consistent with Chapter 120,542, Sections 2 and 5 of the
Florida Statutes Annotated, grant of the requested waiver also would prevent creation of a
"substantial hardship*® for Sprint Spectrum. Thus, Sprint Spectrum respectfully requests that
the FPSC grant this Petition for Waiver of Bond Requircment.

Respectfully submitted,
SPRINT SPECTRUM L.P.

g%ﬁﬁﬂw
John J. Heitmann

Andrea D Pruitt

KELLEY URYE & WARREN LLP

1200 19th Street, N.W.

Washington, D.C. 20036

(202) 955-9888

Its Attornevs

June 16, 1997
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

[x] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended December 31, 1996
OR

[ ] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from__ to
333-06609-01
Commission file number 333-06609-02
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SPRINT SPECTRUM FINANCE CORPORATION
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Securities registered pursuant to Sestion 12(b) of the Act: None
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Spriot Spectrum L.P,

Sprint Spectrum Finaoce Corporation
Securities and Exchange Commission
Annual Report on Form 10-K
Part1
Item 1. Business
Business of Sprint Spectrum L.P.

Sprint Spectrum L.P. is a Delaware limited partnership that was formed on March 28, 1995. The
terms “Sprint Spectrum" and the “Company” refer to Sprint Spectrum L.P. and its direct and indirect
subsidiaries, including WirelessCo, L.P., Sprint Spectrum Equipment Company, L.P., Sprint Spectrum
Realty Company, L.P. and Sprint Spectrum Finance Corporation.

The general partner of Sprint Spectrum is Sprint Spectrum Holding Company, L.P. (“Holdings"),
and the limited partner is MinorCo, L.P. (“MinorCo"™). Each of Holdings and MinorCo is a limited
partnership formed by Sprint Enterprises, L.P., which has a 40% parmership interest, TCI Spectrum
Holdings, Inc. (formerly known as TCI Telephony Services, Inc., a successor to TCI Network Services),
which has a 30% partnership interest, and Comcast Telephony Services and Cox Telephony Partnership,
cach of which has a 15% partnership interest. Sprint Enterprises, L.P., TCI Spectrum Holdings, Inc.,
Comcast Telephony Services and Cox Telephony Partnership are collectively referred to as the
“Partners”, Each Partner is both a general partner and a limited partner of both Holdings and MinorCo,
holding 99% of its interest as a general partner and 1% of its interest as a limited partner. Holdirgs hasa
greater than 99% general partnership interest in the Company. The Partners are subsid aries of,
respectively, Sprint Corporation (*Sprint™), Tele-Communications, Inc. (*“TC1"), Comcast Corporation
("Comcast™) and Cox Communications, Inc. (“Cox", and together with Sprint, TCI and Comcast, the
“Parents™). TCI, Comcast and Cox are collectively referred to as the “Cable Parents”™,

Business of Sprint Spectrum Finance Corporation

Sprint Specorum Finance Corporation (“FinCo™), a Delaware corporation, was formed on May 21,
1996 and is a wholly-owned subsidiary of Sprint Spectrum L.P. FinCo has nominal assets, does not
conduct any operations and was formed to be a co-obligor of the securities issued by the Company.
Certain institutional investors who might otherwise be limited in their ability to invest in securities
issucd by partnerships by reasons of the legal investment laws in their states of organization or their
charter documents, may be able to invest in the Company's securities because FinCo is a co-obligor.
Accordingly, a discussion of the results of operations, liquidity and capital resources of FinCo are not
presented, See FinCo's notes to financial statements for a discussion of the securities with respect 1o
which FinCo is serving as co-obligor.

General

Sprint Spectrum intends to become a leading provider of wireless communications products and
services in the United States. The Company is the largest broadband wireless personal communications
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services (“PCS") company in the United States in terms of total license coverage of population
equivalents. The term population equivalents (“Pops™) means the Donnelley Marketing Service estimate
of the December 31, 1995, population of geographic areas in the United States. The Company was the
successful bidder for 29 PCS licenses in the Federal Communication Commission's (“FCC") A Block
and B Block PCS auction which concluded in March 1995. The Company's 29 wholly-owned markets
cover 150.3 million Pops and include, amoag others, the New York, San Francisco, Detroit, Dallas/Fort
Worth and Boston/Providence Major Trading Areas ("MTAs™). Additionally, on February 6, 1997, Cox
contributed to the Company a PCS license for the Omaha MTA thist Cox purchased in the broadband
PCS auction in March 1995, The Company, together with other PCS licensees that have affiliated, or are
expected to affiliate with the Company, will have licenses to provide service to the entire United States
population (excluding certain United States territories).

The Company is in the development stage and has minimal revenues from operations. Sprint
Spectrum commenced initial commercial PCS operations late in the fourth quarter of 1996. As of March
14, 1997, the Company has launched service in Fresno, California; Spokane, Washington; Portland,
Oregon; Milwaukee, Wisconsin; Albany and Syracuse, New York; Pittsburgh, Pennsylvania; Salt Lake
City, Utah; Oklahoma City and T: Isa, Oklahoma; Little Rock, Arkansas; Des Moines, lowa City and
Cedar Rapids, lowa; the Rio Grande Valley in Texas (including Brownsville, Harlingen and McAllen);
Louisville, Kentucky; and Wichita, Kansas.

Affiliations

To increase its network Pop coverage, the Company has affiliated, and expects to continue to
affiliate with, other PCS providers, including those in which Holdings or affiliates of its Parents have an
interest. Pursuant to affilistion agreements, each affiliated PCS service provider will be included in the
Company's national network and will use the Sprint® (a registered trademark of Sprint Communications
Company, L.P.)brand name. In return for this right, the affiliated PCS provider agrees to offer certain
products designated by Sprint Spectrum, to adhere to certain technical standards for the affiliated PCS
provider's network and to share in certain costs, such as advertising, that benefit both the affiliated PCS
provider and Sprint Spectrum. The affiliated PCS provider pays a fee for the services and reimburses
Sprint Spectrum for certain direct costs attributable to the affiliste. The affiliation agreements between
Sprint Spectrum and other PC3 providers are not presently subject to regulation by the FCC.

Holdings owns u 49% limited partnership interest in American PCS, L.P, ("“APC™), a limited
partnership that owns a PCS license for, and operates a broadband PCS system in, the Washington
D.C/Baltimore MTA. APC has affiliated with Sprint Spectrum and is marketing its products and
services under the Sprint brand name. APC launched its PCS service in November 1995 and was the
nation’s first commercially operational PCS system. On December 31, 1996, Holdings acquired a 49%
limited partnership interest in Cox Communications PCS, L.P. (“Cox PCS”), a partnership that was
formed to hold a PCS license for the Los Angeles/San Diego MTA covering 21.5 million Pops. Cox
which currently owns this license, will contribute the license to Cox PCS (pending FCC approval) and
will manage and control Cox PCS. The Company signed an affiliation agreement with Cox PCS
concurrently with the execution of the Cox PCS partnership agreement. Cox PCS launched service in
San Diego, California on December 27, 1996.

The Company also expects to affiliate with and provide various services to PhillieCo, L.P.
(“PhillieCo™), a limited partnership organized by and among subsidiaries of Sprint, TCI and Cox that
owns a PCS license for the Philadelphia MTA covering 9.1 million Pops. The Company also expects to
affiliate with SprintCom, Inc. (*SprintCom™), an affiliate of Sprint, which participated in the FCC's D
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and E Block auction which ended Januasy 14, 1997, and was awarded licenses for 139 of 493 Basic
Trading Areas ("BTAs"™) covering 70 million Pops, all of which are geographic areas not covered by the
Company's owned PCS licenses or licenses owned by PhillieCo, APC or Cox PCS. The Company is in
the process of negotiating an agreement with SprintCom to build out the network infrastructure in certain
BTA markets where SprintCom was awarded PCS licenses. In accordance with an agreement among the
Partners and the Amended and Restated Agreement of Limited Partmership of MajorCo, L.P. (renamed
Sprint Spectrum Holding Company , L.P.) dated January 31, 1996 (the “Partnership Agreement”),
SprintCom is required to offer to enter into an affiliation agreement with Holdings with respect to such
BTA licenses pursuant to which SprintCom's systems in such areas would be included in the Company’s
national PCS network, although no assurance can be given that SprintCom and Holdings will enter into
any such affiliation agreement.

Network Buildout

The buildout of the Company's network involves systems design, acquisition of cell sites,
equipment procurement, relocation of existing microwave users, interconnection with other
communications providers, const uction of cell sites, installation of switches, and implementation of
advanced management information and billing systems. A team comprised of engineering and
operations employees and independent contractors and consultants, is designing and constructing the
Sprint Spectrum network based on the regional marketing and product requirements to meet the
Company's targets for consistency, uniformity and reliability.

Rollout methodology. The Company’s principal objective is to maximize population coverage
levels within targeted demographic segments and geographic areas, Sprint PCS began offering
commercial service late in the fourth quarter of 1996 in portions of 8 of 31 MTAs, with service expecied
in certain areas of most markets during the summer of 1997. Thereafter, the Company will evaluate
further coverage expansion on a market-by-market basis. In developing its PCS network requirements,
Sprint Spectrum will consider, among other things, population and traffic density, FCC coverage
requirements and the ability to cluster groups of markets.

RF design. The RF design for coverage of §7% of the Pops in the Company-owned license areas
in the aggregate has been aparoved. This process includes cell site design, frequency planning and
network optimization for each of Sprint Spectrum's markets. RF engineering also allocates voice
channels and assigns frequencies to cell sites taking into consideration both PCS and microwave
interference issues.

Property acquisition. The Company employs Engineering and Operations dircctors to manage the
buildout process and subsequently to have responsibility for operating the network. Froperty acquisition
managers are located within each MTA and are responsible for identifying and obtaining the required
property for buildout of the PCS network,

The Company has hired property acquisition firms for each MTA to assist with acquisition,
zoning, permifting and appropriate surveying. The Company is attempting 1o minimize property
acquisition activity through utilization of the Parents’ assets and cable infrastructure, where possible.
The cell site selection process requires the lease or acquisition of approximately 5,300 sites in 31 MTAs
prior to completion of the initial phase of the buildout, many of which have required the Company to
obtain zoning variances or other local govemmental or third-party approvals or permits. As of March 14,




1997, the Company had signed leases or options for 4,702 sites, of which 519 were pending zoning.
There are currently 2,084 sites either under construction or completed.

Microwave relocation. Sprint Spectrum must relocate existing 2GHz commercial microwave
service users within its MTAs in order to clear its spectrum. The Company has contracted with national
vendors to assist in the microwave relocation process. Recently, the FCC adopted a microwave
relocation cost-sharing plan that limits permissible relocation costs and outlines new procedures for the
sharing of relocation costs where the relocation of private microwave facilities benefits multiple
broadband PCS licenses.

Approximately 1,400 co-channel and adjacent-channel microsrave paths which may affect Sprint
Spectrum’s rollout need to be relocated by the Company, of which epproximately 500 were required for
service launch. As of March 14, 1997, 919 relocation agreements were under negotiation, 1,067
agreements had been reached and 590 paths had been relocated. The Company has entered into various
cost-sharing arrangements that provide for sharing among affected PCS license holders of expenses
associated with microwave relocation,

Interconmection. Sprint Spectrum’s network is connected to the Public Switched Telephone
Network. Such interconnection is r=quired to facilitate originating and terminating traffic between the
Company's facilities and both the iicumbent local exchange and long distance carriers. The Company
uses Sprint as its interexchange carrier and the agreement for such service is covered under the Holdings
Partnership Agreement.

Roaming. Subject to entering into arrangements with analog cellular providers, wireless service
providers are able to offer service to subscribers from other systems who are traveling in or through their
service area. Customers typically pay higher rates while “roaming” outside of their home market.
Roaming is made possible in today's analog cellular environment by virtue of common frequency and
signaling technology. PCS and analog cellular systems operate on different frequencics and with
different signaling technologies.

Within its own network, the Company plans to offer “traveling” plans for subscribers who use the
Company's network outside of their home markets. Features and services will operate .dentically across
all of the Company's markets. As a result, travelers will be encouraged to access the network anytime

and anywhere.

In areas where CDMA-bascd PCS service is not available, the Company may offer a roaming
option on the traditional analog cellular system via dual-mode, dual-band handsets capable of
transmitting over cellular frequencies. The Company may also offer a roaming option over other
CDMA-based PCS systems. Access to cellular coverage is dependent on availability of dual-mode, dual-
band handsets which the Company believes will become available late in the first half of 1997, The
Company has not entered into any such agreements with any cellular providers nor can there be any
assurance that the Company will enter into any agreements.

Regulation
The FCC regulates the licensing, construction, operation, acquisition and interconnection

arrangements of wireless telecommunications systems in the United States under the Communications
Act of 1934, as amended by the Telecommunications Act of 1996 (the “Communications Act™).




Pursuant to the Communications Act, the FCC has promulgated, and is in the process of promulgating, a
scries of rules, regulations and policies to (i) grant or deny licenses for PCS frequencies, (ii) grant or
deny PCS license renewals, (iii) rule on assignments and/or transfers of control of PCS licenses, (iv)
govem the interconnection of PCS networks with other wireless and wireline carriers, (v) establish
access and universal service funding provisions, (vi) impose fines and forfeitures for violations of any of
the FOC's rules, and (vii) regulate the technical standards of PCS networks.

Recent events: The Telecommunications Act of 1996. On February 8, 1996, Congress enacted the
Telecommunications Act of 1996 (the 1996 Act™). The 1996 Act i: supposed to create a
procompetitive, deregulatory national policy to accelerate competitive development of
telecommunicatinns offerings, expand the availability of telecommunications services to all segments of
the public and streamline regulation of the telecommunications industry by removing regulatory burdens.
The FCC, state public utility commissions ("PUCs™) and a federal-state joint board are charged with
implementing the 1996 Act. On February 12, 1996, the FCC released its tentative schedule for
implementation of the 1996 Act's mandates, many of which will be implemented within six to 18
months. Some specific provisions of the 1996 Act are expected to affect PCS service providers.

PCS licensing. The FCC es ablished service areas for PCS throughout the United States and its
possessions and territories based upon the Rand McNally market definition of 51 MTAs and 493 smaller
BTAs. At least two BTAs are contained within each MTA.

The FCC has allocated 120 MHz of radio spectrum in the 1850 to 1990 MHz band, divided into
six separate spectrum blocks, for licensed broadband PCS services. The A and B Blocis are 30 MHz
each and are allocated to the 51 MTAs. The FCC sponsored auctions for the A and B Blocks that ended
in March 1995, and the FCC granted the A and B Block licenses in June 1995, Aggregate bids in the A
and B Block auctions totaled $7.72 billion representing an average price of $15.29 per Pop. The
remaining blocks, C (30 MHz), D (10MHz), E (10MHz) and F (10MHz), are allocated 1o the 493 BTAs.
The C Block auction ended on May 6, 1996, and the D, E and F Block auctions ended January 14, 1997.
Neither the Company, nor Holdings participated in the C, D, E or F Block auctions. However, as stated
above, SprintCom was awarded PCS licenses for 139 of 493 BTAs in the D and E Block auctions.

A PCS license has been awarded for each block in every MTA or BTA for a total of more than
2,000 licenses. The licenses in each block collectively cover the United States and its territories.
Therefore, any one location may bave up o six PCS service providers who own a license to serve that
location, in addition to the two incumbent cellular license holders. It is expected that some or all of the
PCS license holders who offer services, as well as the incumbent cellular license holders, will be in
competition with the Company.

The FCC revised its rules regarding spectrum aggregation limits that may affect PCS licensees.
The FCC now prohibits a single entity from having a combined attributable interest (20% or greater
interest in any license) in broadband PCS, cellular and SMR licenses totaling more than 45 MHz in any

geographic area.

Fioneer's preference program. Holdings has a non-controlling equity interest in APC, one of
three recipients of an FCC broadbend PCS Pioneer's Preference license (“Pioneer's Preference™) which
effectively reduces the cost of a license by awarding it outside of the auction process. Holdings also has
a non-controlling interest in Cox PCS, which holds a broadband PCS Pioneer's Preference license
awarded to Cox. Following several parties’ unsuccessful legal challenges in the United States Court of
Appeals for the District of Columbia Circuit to the FCC's awards of Pioneer's Preferences, the FCC in

7




March 1976 ruled that the Pioneer's Preference licensees must begin making installment payments on
their licenses. Cox and APC must pay, respectively, approximately $252 million, plus interest, for the
Los Angeles-San Diego MTA and approximately $102 million, plus interest, for the Washington-
Baltimore MTA over a five-year period. The Company is not directly obligated to make any payments
to the FCC with respect to the Pioneer's Preference licenses held by APC or Cox PCS.

The District of Columbia Circuit Court of Appeals recently vacated an FCC order denying a
Pioneer's Preference license for Qualcomm, Inc. and instructed ths FCC to further consider its decision.
Qualcomm had sought a Pioneer's Preference license for southem Florida, specifically a region that
included Miami and surrounding communities. WirelessCo, L.P., a subsidiary of the Company, holds
the A Block Miami-Ft. Lauderdale MTA license. It is highly improbable that the FCC would revisit its
award of PCS [izenses for the Miami-Ft. Lauderdale MTA, but such a result cannot be guaranteed.

Transfers and assignments of PCS licenses. Pursuant to the Communications Act, the FCC must
give prior approval to the assignment or transfer of control of a PCS license. In addition, the FCC has
established transfer disclosure requirements that require licensees that assign or transfer control of a PCS
license within the first three years 1o file associated contracts for sale, option agreements, management
agreements or other documents disclosing the total consideration that the applicant would receive in
retumn for the transfer or assignme.it of the license. Non-controlling interests in an entity that holds a
PCS license or PCS networks generally may be bought or sold without prior FCC approval.

Foreign ownership restrictions. The Communications Act restricts foreign investment in and
ownership of certain FCC radio licenses, including PCS licensees. Non-United States citizens or their
representatives, foreign governments or their representatives, or corporations organized under the laws of
a foreign country may not own more than 20% of a common carrier PCS licensee directly or more than
25% of the parent of a common carrier PCS licensee. If it would serve the public interest, the FCC has
the authority to permit the parent of the licensee to exceed the 25% limit. However, the FCC lacks the
authority to permit a licensee itself to exceed the 20% limit on foreign ownership. If an entity fails 1o
comply with the foreign ownership requirements, the FCC may order the entity to divest alien ownership
1o bring the entity into compliance with the Communications Act. Other potential sanc ions include
fines, a denial of renewal or revocation of the license. The Communications Act eliminates the existing
restrictions on the number of alien officers and directors of FCC licensee companies and companies
controlling FCC licensees.

Conditions on PCS licenses, Ail FCS licenses are granted for 10-year terms conditioned upon
timely compliance with the FCC's buildout requirements. Pursuant 1o the FCC's buildout requirements,
all 30 MHz broadband PCS licensees must construct facilities that offer coverage to one-third of the
population of their service area(s) within five years of their initial license grant(s) and to two-thirds of
the population within 10 years. Licensees that fail to meet the buildout requirements may be subject to
license forfeiture. The FCC intends to conduct random audits to ensure that licensees are in compliance
with the FCC's holding period and attribution rules. Rule violations could result in license revocations,
forfeitures or fines.

PCS license renewal. PCS licensees can renew their licenses for an additional 10 years. PCS
renewal applications are not subject to auctions. However, under the FCC's rules, third parties may
oppose renewal applications and/or file competing applications. If one or more competing applications
are filed, a renewal application will be subject to a comparative renewal hearing. The FCC's rules afford
PCS renewal applicants involved in comparative renewal hearings with a “renewal expectancy.” The
renewal expectancy is the most important comparative factor in a comparative renewal hearing and is




applicable if the PCS renewal applicant has: (i) provided “substantial” service during its license term;
and (ii) substantially complied with all applicable FCC rules and policies as well as the Communications
Act. The FCC's rules define “substantial” service as service that is sound, favorable and substantially
above the level of mediocre service that might minimally warrant renewal.

FCC relocation requirements. The spectrum allocated by the FCC for PCS services is now
occupied by existing microwave facilities. PCS licensees must relocate such incumbent microwave
facilities operating on the same fr~quencies to avoid interference problems. The FCC's rules require the
PCS licensee to provide the microwave licenses with comparable facilities at the PCS licensee's own
expense and to ensure the facilities are “equal to or superior to existing facilities.” In order to encourage
parties to negotiate relocation agreements, the FCC's rules require, for existing A and B Block licensees
other than public safety agencies, a two-year voluntary negotiation period followed by a one-year
mandatory negotistion period if voluntary negotiations fail. The FCC recently reduced the voluntary
negotiation period to one year for C, D, E and F Block licensees. Separate negotiation periods are
applicable to public safety agencies, which are entities dedicating a majority of their communications
systems for police, fire or emergency medical services operations involving safety of life and property.
The FCC's rules require public safety agencies to undertake a three-year voluntary negotiation period
followed by a two-year mandatory negotiation period, if necessary. If an agreement is not reached, the
incumbent microwave licensee may be involuntarily relocated provided that the PCS licensee pays for
comparable facilities. The FCC recently revised its microwave relocation rules to clarify permissible
relocation costs that must be 2ssumed by PCS licensees during the mandatory period and to implement
new procedures for the sharing of relocation costs where the relocation of private microwave facilities
benefits multiple broadband PCS liceusees, Incumbent microwave carriers that voluntarily relocate their
own facilities may participate in the cost-sharing plan.

Interconnection. Under the 1996 Act both the FCC and statePUCs regulate the terms of
interconnection between broadband PCS networks and the networks of local exchange carriers. On
August 8, 1996, the FCC issued interconnection rules that generally required symmetrical reciprocal
rates for the transport and termination of local telecommunications traffic between a PCS network and a
local exchange carrier's network, i.c. the PCS provider and local exchange carrier pay each other the
same rate for transporting and terminating local traffic that originates on the other's network (the “FCC
Interconnection Rules™). Implementation of the pricing and various other provisions of the FCC
Interconnection Rules was stayed by the Eighth Circuit Court of Appeals on October 15, 1996, with part
of the stay lifted for wircless carriers on November 1, 1996. Interconnection agreements negotiated
between PCS providers and local exchange carriers under the provisions of the 1996 Act and the FCC
Interconnection Rules are subject to state PUC approval. The FCC Interconnection Rules were
challenged by several local exchange carriers as contrary to the 1996 Act, and those challenges were
consolidated in a proceeding before the Eighth Circuit Court of Appeals.

Pending resolution of the current FCC and related court proceedings conceming interconnection,
the Company is, in any case, negotiating interconnection agreements within its service areas. It is
expected that those agreements will contain more favorable terms and conditions including price than has
historically been available to wireless carriers, but this result cannot be guaranteed. The exact scope of
this benefit cannot be known at this time.

Expanded interconnection obligations. Under the 1996 Act, all telecommunications carriers,
likely including broadband PCS providers, must interconnect with other carriers. The 1996 Ac. also
imposes a detailed list of “interconnect” obligations upon LECs including resale, number portability,
dialing parity, access to rights-of-way and reciprocal compensation.
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Other FCC requirements. In June 1996, the FCC adopted rules that prohibit broadband PCS
providers from unreasonably restricting or disallowing resale of their services or unreasonably
discriminating against resellers. Resale obligations will automatically expire five years after the FCC
has concluded its initial round of licensing of currently allocated broadband PCS spectrum. The FCC
concluded its initial licensing round in January 1997. The FCC is also considering whether wireless
providers should be required to offer unbundled communications capacity to resellers who intend to
operate their own switching facilities.

The FCC recently extended an existing rule to require broadband PCS and other Commercial
Mobile Radio Service (“CMRS") providers to provide “manual” roaming service that allows customers
of one wireless provider to obtain service while roaming in another wireless provider's service area.
Such customers must first establish a service relationship with the host system, by, for example,
supplying a valid credit card number to the host system. In addition, the FCC is considering whether
broadband PCS and other CMRS providers should be required also to offer “automatic™ roaming
agreements on & nondiscriminatory basis that would allow customers to roam by simply turning on their
handsets in a host market.

The FCC recently adopted ruies permitting broadband PCS networks and other CMRS providers
to provide wireless local locp and cther fixed services that would directly compete with the wireline
services of LECs. In June 1995, the FCC adopted rules requiring broadband PCS and other CMRS
providers to implement enhanced emergency 911 capabilities within 18 months after the effective date of
the FCC's rules.

The Company may use common carricr point-to-point microwave and traditional landline
facilities 1o connect cell sites and 1o link them to their respective main switching offices. The FCC will
license these microwave facilities separately and regulate the technical parameters and service
requirements of these facilities.

Other federal regulations. Wireless systems must comply with certain FCC and | AA regulations
regarding the siting, lighting and construction of transmitter towers and antennaes. In addition, certain
FCC environmental regulations may cause certain cell site locations to become subject to regulation
under the National Environmental Policy Act.

Review of universal service requirements. Although the 1996 Act contemplates that wireless
providers will “make an equitable and non-discriminatory contribution™ to support the cost of providing
universal service, the FCC is authorized 1o exempt carriers if their contribution would be de minimis.

Public utility "telecommunications " services. The 1996 Act modifies the Public Utilities Holding
Company Act of 1935 to permit public utilities subject to that Act to engage in the provision of
telecommunications and information services.

BOC entry into in-region interLATA services. Before engaging in in-region interLATA services,
the 1996 Act requires Bell Operating Companies (“BOCs") to provide access and interconnection to ane
or more unaffiliated competing providers of telephone exchange service. BOCs must offer the following
interconnection services on a non-discriminatory basis: interconnection and unbundled access; access to
poles, ducts, conduits and rights-of-way owned or controlled by BOCs; unbundled local loops;
unbundled local transport; unbundled local switching; access to emergency 911, directory assistance,




operator call completion and white pages; access to telephone numbers, databases and signaling for call
routing and completion; number portability; local dialing parity; reciprocal compensation; and resale.

The 1996 Act permits BOCs immediately to provide “incidental” interLATA services including
the provision of CMRS. The FCC has concluded that existing accounting safeguards will apply to BOC
provision of long distance services over their CMRS (including PCS) networks.

BOC commercial mobile joint marketing. Under the 1996 Act, BOCs and any other company
may jointly market and sell commercial mobile services, including cellular and PCS, together with
telephone exchaoge service, exchange access, intraLATA telecommunications service, interLATA
telecommunications service and information services. A BOC, however, may not jointly market
telephone exchange service and any long distance service until certain conditions have been met.

Partitioning. The FCC recently modified its rules to allow broadband PCS licensees 1o partition
their market arcas and/or to disaggregate their assigned spectrum and to transfer partial market arcas or
spectrum assignments 1o eligible third parties. The Rural Telecommunications Group has sought a
judicial stay and review of the decizisa, arguing that only rural telephone companies should be eligible to
partition PCS licenses.

Wireless focilities siting. Under the 1996 Act, states and localities cannot regulate the placement
of wireless facilities so as to “prehilit” the provision of wireless services or to “discriminate” among
providers of such services. In addition, 5o long as a wireless system complies with the FCC's rules, the
1996 Act prohibits states and localities from using environmental effects as a basis to regulate the
placement, construction or operation of wireless facilities. The FCC is considering numerous requests
for preemption of local actions affecting wireless facilities siting.

Equal access. Under the 1996 Act, wireless providers are not required to provide equal access to
common carriers for toll services. However, the FCC is authorized to require unblocked access to toll
carriers subject to certain conditions.

Deregulation. The 1996 Act requires the FCC 1o forebear from applying any statutory or
regulatory provision if it is not necessary to keep telecommunications rates and terms rea: onable or to
protect customers. Correspondingly, a state may not apply a statutory or regulatory provision that the
FCC decides not to apply. In addition, the FCC must review its telecommunications regulations every
two years to determine if any can be eliminated or modified as no longer in the public interest as a result
of increased competition.

Marketing and Distribution

The Company’s current marketing strategy is to differentiate itself through its state-of-the-art
network, use of the established and respected Sprint brand name, customer-care systems, diverse
distribution channels and sales and packaging amrangements with the Parents. The Company will build
on Sprint's strong national identity, using regional and local marketing to tailor programs to the demands
of individual markets. The Company has formed segmentation and distribution strategies targeted at
both consumer and business markets.

~ The Company uses multiple methods of distribution in each of its markets; and will continue to
review and implement new distribution channels in the future as it determines the most effective




combination of options. Currently the Company uses third-party national and regional retail distribution
channels, Company-owned retail stores, direct sales force and telemarketing. The Company also intends
1o cross-market the Company's wireless services with the long distance, local telephone and cable-based
enteriainment services of the Parents in order to increase customer acquisition and retention. By using
the Cable Parents' regular contacts with their customers, including bill inserts and customer service
contacts, the Company intends to build market share of its wireless services efficiently. The Company
also expects to be able to build on Sprint's distribution capabilities, through Sprint's long distance and
local telephone divisions.

Trademarks

The Company does not currently own any trademarks or patents, though it has applied for
various trademarks and patents, Sprint® is a registered trademark of Sprint Communications
Company, L.P. (*Sprint Communications™) and Sprint® and Sprint PCS® are licensed to the
Company on a royalty-free basis pursuant to a trademark license agreement between Sprint
Communications and the Company. Sprint Communications may terminate this agreement (i)
upon the dissolution and winding up of the Company, (ii) upon the bankruptcy of the Company,
(iii) upon the failure of the Company t» perform in accordance with the material terms of the
agreement or for a breach of its repr:sentations and warranties or (iv) if the Company challenges
Sprint’s rights to the Sprint tredemark and the associated logo. The Company may terminate the
agreement (i) if Sprint Communications abandons or fails to support its trademark and associated
logo, (ii) upon the bankruptcy of Sprint Communications, (iii) if Sprint Communications takes
action that conflicts with the Company's rights to use the trademark and associated logo or (iv) if
Sprint Communications breaches its covenant to license the trademark and associated logo to
additional licensees in accordance with the terms of the agreement. Subject to certain conditions,
each of the Company and Sprint Communications may terminate the agreement if a controlled
affiliate of Sprint ceases to own any equity interest in Holdings. Within thirty days of termination,
or in certain circumstances on a specified termination date, the Company’s rights 1o use the
trademark and associated logo will cease,

Pursuant to certain of its third party supplier contracts, Sprint Spectrum has certain rights to
use third party supplier trademarks in connection with the buildout, marketing, and operation of its
network.

Products and Services

With its all-digital national wireless network, the Company plans to introduce a wide array of
services and features that are designed to enhance utility, provide consumers greater capabilities in call
management and increase usage for both outgoing and incoming calls.

Outgoing Calls. Features that encourage customers to make outgoing calls include: improved
call quality, advanced handsets, nationai consistency and customer-driven local calling arcas.

Incoming Calls. Features that encourage customers 1o receive calls include: caller ID, message
management, including voicemail and integrated paging, and improved battery technology.

The Company believes that the market for wireless communications will shift over time from
today's traditional voice mobility applications which supplement customers' wireline service to an
environment in which wireless begins to expand into the wireline market, both as & primary
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communications device and as a means, of providing advanced functionality. The Company intends to
develop products, services and features which will serve to increase network utilization above historical

cellular usage while simultaneously containing costs.
Technology

Wireless digital signal transmission is accomplished through the use of various frequency
management technologies, or “protocols.” The FCC has not mandsted a universal digital protocol for
PCS systems. Currently, various vendors have proposed three principle competing, incompatible
protocols for use in PCS systems: CDMA, GSM and TDMA (15-136).

The GSM protocol is an updated, up-banded version of the TDMA-based protocol now in use in
Europe. TDMA (15-136) is an up-banded version of the TDMA-based digital cellular protocol now used
by cellular operators in the United States. CDMA is a first-generation technology that is just beginning
to be commercially deployed in the Unite2 States. The Company believes that the CDMA protocol will
be the most widely adopted PCS protocsl in the United States.

The Company has selected CDMA techno.ogy rather than the other technologics “=zause it
believes it will have increased subscriber capacity, higher quality of transmission and lower
infrastructure and ongoing support costs. The Company believes that CDMA provides the following
benefits: performance, cost effectiveness, functionality, security and capacity.

Equipment Vendors

Sprint Spectrum has selected Lucent Technologies Inc. ("Lucent”) and Northern Telecom Inc.
{(*Nortel™), two of the leading telecommunications equipment manufacturers, 10 construct the wireless
network because of their extensive experience in wireless technology and their willingness to guarantee
delivery in accordance with specifications developed by the Company. In addition, the Company has
obtained from Nortel and Lucent financing to fund the purchase of their respective equipment and the:
construction of their assigned portions of the network. To mitigate against a substantial portion of the
risks of completion delay and performance of the network and to ensure the Company has received
competitive terms and conditions, the procurement agreements with each of Lucent and Nortel include,
among other things, deferred payment schedules, liquidated damages provisions, extended warranty
periods and “most favored customer™ status.

Sprint Spectrum has entered into two agreements for the purchase of handsets. The first
agreement is a three-year purchase and supply agreement for CDMA handsets with Qualcomm Personal
Electronics, which is a partnership formed by QUALCOMM Incorporated (“Qualcomm”) and Sony
Electronics Inc. Pursuant to the agreement, Qualcomm will manufacture CDMA handsets for the
Company. In addition, Qualcomm will provide training for the Company's sales personnel and will
work with the Company to develop new products for the Company's PCS network. In addition, the
Company entered into an agreement with Samsung Electronics Co., Ltd. (“Samsung™) for an initial term
of three years, Under this agreement, Samsung will manufacture CDMA handsets for the Company.
Additionally, Samsung will provide training for the Company's sales personnel. The Company also
expects 1o source handsets from other vendors in mid-1997 and is currently negotiating purchase and
supply agreements on a preliminary basis with such other vendors.
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Competition

General. The wireless telecommunications industry is experiencing significant technological
changes, as evidenced by the increasing pace of improvements in the capacity and quality of digital
technology, shorter cycles for new products and enhancements and changes in consumer preferences and
expectations. Accordingly, the Company expects competition in the wircless telecommunications
business to be dynamic and intense as a result of the entrance of new competitors and the development of
new technologies, products and services.

Each of the markets in which the company competes will be scrved by other two-way wireless
service providers, inzluding cellular and PCS operators and resellers. Many of these competitors have
been operating for a number of years, currently serve a substantial subscriber base and have significantly
greater financial and technical resources than those available to the Company. Certain of the Company’s
competitors are operating, or planning to operate, through joint ventures and affiliation arrangements,
wireless telecommunications systems that encompass most of the United States.

The Company will also faze competition from other current or developing technologies, such as
paging, Enhanced Specializea Mobile Radio (“ESMR") and satellite networks. In addition, as a result of
advances in digital technology, ESMR operators have begun to design and deploy digital mobile
networks that increase the channel capacity of ESMR systems to a level that may be competitive with
that of cellular systems. A limited number of ESMR operators have recently begun offering short
messaging, data services and interconnected voice telephony services on a limited basis. Several ESMR
licensees have recently merged into one company and plan to build and operate digital mobile networks
in most major United States markels.

Several entities have received, and several others are seeking, FCC authorization to construct
and operate global satellite networks to provide domestic and international mobile communications
services from grostationary and low earth orbit (“LEO”) satellites. While geostationary orbiting
satellites are subject to transmission delays inherent in high earth orbit satellite communications, a
mobile satellite system could reduce transmission delays with LEO satellites and could augment or
replace communications with segments of land-based wireless systems. Based on current technologies,
however, satellite transmission services are not expected to be competitively priced relative to the
Company's product offering in its markets. Sprint has an interest in a satellite-based mobile
telecommunications business entity.

Continuing technological advances in telecommunications and FCC policies that encourage the
development of new spectrum-based technologies make it impossible to predict the extent of future
competition. The FCC has adopted rules that provide preferences, including discounted licenses, to
companies that develop new spectrum-based communications technologies without bidding in FCC-
sanctioned auctions. Such a preference may encourage the development of new technologies that
compete with cellular and PCS service. In addition, the Omnibus Budget Reconciliation Act of 1993
(the “Budget Act™) requires, emong other things, the allocation to commercial use of a portion of 200
MHz of the spectrum currently reserved for government use. It is possible that some portion of the
spectrum that is reallocated will be used to create new land-mobile services or to expand existing land-
mobile services.

The Company expects to compete with other communications technologies that now exist, such
as conventional mobile telephone service, ESMR systems and paging services and with cellular and PCS
resellers. In the future, cellular service and PCS will also compete more directly with traditional
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communications services over their cable systems. In addition, the Company may face competition from
technologies that may be introduced in the future.

The Company anticipates that market prices for two-way wireless services generally will
decline in the future based upon increased competition. The Company competes to attract and retain
customers principally on the bases of services and features, its customer service, the size and location of
its service areas and pricing. The Company's ability to compete successfully also depends, in part, on its
ability to anticipate and respond to various competitive factors affecting the industry, including new
services that may be introduced, changes in consumer preferencss, demographic trends, economic
conditions and discount pricing strategies by competitors, whict could adversely affect the Company's
operating margins.

The Company's PCS business will directly compete with several other PCS providers in each of
its PCS markets, including AT&T Wireless Services, Inc., BellSouth Telecommunications, Inc.,
Omnipoint Corporation, P=zific Bell Mobile Services, Inc., PCS PrimeCo L.P. and Western Wireless
Corporation. The Corapany also expects that existing analog wireless service providers in the PCS
markets, some of which have been operational for a number of years and have significantly greater
financial and technicai resources than those available to the Company, will upgrade their systems to
provide comparable serices in competition with its PCS system. These cellular competitors include
AirTouch, AT&T Wireless Services, Inc., BellSouth Mobility, Inc., Ameritech Mobile Communications,
Inc., Bell Atlantic NYNEX Mobile, Southwestern Bell Mobile Systems, GTE Mobilnet, Inc. and U.S.
Cellular Corp.

Handsets used for CDMA-based PCS systems will not be automatically compatible with
cellular systems, and vice verza. The Company expects dual-mode, dual-band telephones to be
commercially available late in the first half of 1997 (although sufficient quantities may not be
commercially available until the first quarter of 1998). Once such handsets are available, if the Company
decides to offer roaming services and is able to secure contracts with cellular providers, subscribers may
be able to roam by using the existing cellular wireless system in other markets. Until then, this lack of
interoperability may impede the company's ability to attract current cellular subscritvers or potential new
wireless communication subscribers that desire the ability 1o access different service providers in the
same market.

Initially, the cost to the Company of PCS handsets may not be competitive with the cost to
analog operators of analog cellular handsets, While the Company believes that its PCS handsets will be
competitively priced as compared to digital cellular handsets of comparable size, weight and features,
cellular operators may subsidize the sale of digital handset units at prices below those with which the
Company can compete through the Company's handset subsidies.

Employee Relations

At March 14, 1997, the Company employed approximately 4,500 personnel. None of the
Company's employees are represented by a labor union. Management believes that the Company's
employee relations are good. The Company is engaging independent contractors to perform a variety of
functions, including construction and maintenance of the Company's network, information techaology,
advertising, accounting and data processing.
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Item 2. Properties

As of December 31, 1996, the Company occupied approximately 360,000 square feet of leased
headquarters space in metropolitan Kansas City, Missouri. The Company plans to increase its leased
headquarters space to approximately 500,000 square fect by the end of the third quarter of 1997. The
Company occupies 73,000 square feet, consisting of both owned and leased space, in Lenexa, Kansas for

use by network monitoring personnel.

The Company leases a 150,000 square foot facility in Ft. Worth, Texas for its customer care
center. The Company has also leased 61 retail stores (approximately 198,000 square feet) and expects to
lease additional retail space.

As of December 31, 1996, the Company currently has leased 32 Field Operations offices
(approximately 367,000 square feet in the aggregate) and 35 MTA offices (approximately 500,000
square feet). The Company exp=cts to lease additional facilities for Field Operations and MTA sites.
The Company is also lessing space for base station towers and switch sites as it constructs its nationwide
network. The Company has leased or purchased 39 switch sites and has entered into lcases or options to
lease a total of 4,481 cell sites.

Item 3. Legal Proceedings

The Company is involved in various legal proceedings incidental to the conduct of its
business. Since the enactment of the 1996 Act, the Company has been involved in various legal
proceedings in various states concemning the imposition of moratoria on the processing or approval
of permits for wircless telecommunication towers, the denial of applications for permits and other
issues arising in connection with tower siting. There can be no assurance that such litigation, and
similar actions taken by others seeking to block actions necessary for the construction of the
Company's network in other locations, will not, in the aggregate, have a material effect on the
Company. While it is not possible to determine the ultimate disposition of each of these
proceedings, the Company believes that the outcome of such proceedings, individually' and in the
aggregate, will not have a material adverse effect on the Company’s financial condition or results
of operations.

Item 4. Submission of Matters to a Vote of Security Holders

None.

Part1l
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters

At December 31, 1996, the Company did not have common equity.
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Item 6. Selected Financial Data '

For information required by Item 6, refer to the “Selected Financial Data" section of the
Financial Statements and Financial Statement Schedule filed as part of this report.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations g

For information required by Item 7, refer to the “Manageriont's Discussion and Analysis of
Financial Condition and Results of Operations™ section of the Financial Statements and Financial
Statement Schedule filed as part of this report.

Item 8. Fisancial Statements and Supplementary Data

For information required by ltem 8, refer to the Company's “Consolidated Financial
Statements” and the “Quasterly Financial Data™ section of the Financial Statements and FinCo's
“Financial Statements” filed as part of this report.

Item 9. Changes in and Disagree: sents With Accountants on Accounting and Financial
Disclosure

None.




Item 10. Directors and Executive Officers of the Registrants

The executive officers of the registrants and their respective positions with Sprint Spectrum
and FinCo are set forth below. In addition, the representatives of the Partnership Board of
Holdings are set forth below. Sprint Spectrum does not have a partnership board but is managed
by Holdings in its capacity as general partner. The Board of Directors of FinCo is comprised of
Andrew Sukawaty, Robert M. Neumeister, Jr. and Joseph M. Gensheimer. The ages of the
individuals set forth below are as of December 31, 1996,

Name Ape Positions
Andrew Sukawaty 41 Chief Executive Officer and President of Sprint
Spectrum; President of FinCo™
Arthur A, Kurtze 52 Chief Operating Officer of Sprint Spectrum
Bernard A. Bianchino 48 Chief Business Development Officer of Sprint
Spectrum
Robert M. Neumeister, Jr.........c.ccoonenscne. 47 Chief Finanelal Officer of Sprint Spectrum; Vice
President and Treasurer of FinCo
F. Edward Mattix i 43 Chief Public Relations Officer of Sprint
Spectrum
Charles E. Levine 43 Chiel Marketing Officer of Sprint Spectrum
Joseph M. Gensheimer, 45 General Counsel and Secretary of Sprint
Spectrum; Secretary of FinCo
Ronald T. LeMay « 51 Representative on, and Chairman of, the
Holdings Parmership Board ®
William T. Esrey 56 Holdings Parmership Board Representative
Genld W, Gaines 40 Holdings Parmership Board Representative
Arthur B, Krause...........ccoicmniianirasnnis 55 Holdings Parmership Board Representative
James 0. ROBBAS ....c..occocusmmesrarssiarssssssssssis 53 Holdings Partnership Board Representative
Lawrence S, SMIth......ccommmismrisrsssssssssnssss 49 Holdings Partnership Board Representative
“{1) Mr. Sukawary began serving as Chief Executive Officer and President of the Company and President of FinCo eff. ctive

Seplember 2, 1994
{2) Mur. LeMuay sorved a3 Chiel Exccutive Officer snd Presldent of Sprint Spoctrum and Presidest of FnCo wntil Sepuember, 1996 o

which time be was succoeded by Mr. Sulkmwary,

Andrew Sukawaty, Chief Executive Officer and President

_ Andrew Sukawaty was appointed Chief Executive Officer and President of Sprint Spectrum
and President of FinCo effective September 2, 1996. Prior to joining the Company, Mr. Sukawaty
was Chief Executive Officer of NTL, the British diversified broadcast transmission and
communications company, since 1994, From 1989 to 1994, he was Chief Operating Officer of
Mercury One-2-One, the British company which started the world's first PCS service in the UK.
in 1993. Prior to joining Mercury One-2-One, Mr. Sukawaty held numerous positions for US
WEST, Inc., including: Chief Operating Officer of US WEST Paging, President of Coastel, a
cellular communications company, and Vice President and branch manager for US WEST.




Arthur A. Kurtze, Chief Operating Officer

Arthur A. Kurtze was appointed Chief Operating Officer of the Company in June 1995.
Prior to joining the Company, Mr. Kurtze was Senior Vice President—Operations for Sprint's
Local Telecommunications Division. Prior to joining Sprint in March 1993, Mr. Kurtze was
Executive Vice President in charge of strategic planning and corporate development for Centel
Corp. Mr, Kurtze joined Centel in 1972 and served in various positions there, including Vice
President of Centel Communications Co., Vice President—Stafl of Centel Business Systems, Vice
President—Market Planning for Centel Corp., Group Vice President of Centel Cable Television
Co. and Senior Vice President—Planning and Technology.

Berpard A. Bianchino, Chief Business Development Officer

Bemard A. Bianchino was sppointed Chief Business Development Officer of the Company
in September 1995. Most recently, Mr, Bianchino was Executive Vice President, General Counsel
and External Affairs for Qwzst Communications Corporation. He served as Vice President—Law,
General Business for Sprint. from 1992 to 1994 and as General Attomey; Vice President and
Associate General Counsel for US Sprint Communications Company from 1986 to 1992. From
1978 1o 1986, Mr. Bianchino was counsel to a number of affiliates of Exxon Corporation in its
Enterprises Group, including Relianc : Comm/Tec (now RELTEC) and Exxon Office Systems.
Prior 10 joining Exxon, he was an attorney with the United States Department of Energy.

Robert M. Neumeister, Jr., Chief Financial Officer

Robert M. Neumeister, Jr. was named Chief Financial Officer of the Company in
September 1995 and Treasurer of FinCo in May 1996, Prior to joining the Company, Mr,
Neumeister served in various capacities at Northern Telecom Ltd., which he joined in 1978, In
June 1991, Mr. Neumeister was named Vice President of Finance and Information Services for
Northemn Telecom—Canada. He continued with Northern Telecom as Senior Vice President and
Chief Financial Officer of Motorola Nortel Communications Co., Vice President of Finance—
Americas, Vice President—Broadband Networks, Customer Network Solutions and Vice President
of Finance.

F. Edward Mattix, Chief Public Relations Officer

F. Edward Mantix was named Chief Public Relations Officer of the Company in April 1996.
Prior to joining the Company, he was Vice President—Public Relations for US WEST
Communications, Inc. Mr, Mattix served in various management level positions relating to public
relations or governmental affairs since joining US WEST, Inc. in 1976.

Charles E. Levine, Chief Marketing Officer

Charles E. Levine was appointed Chief Marketing Officer of Sprint Spectrum effective January
27, 1997, Prior to joining the Company, Mr. Levine was President of Octel Link and Senior Vice
President of Octel Services from 1994 1o 1996. From 1993 to 1994, he was President and Chief
Executive Officer of CAD Forms Technology. Prior to joining CAD Forms Technology, Mr., Levine
held numerous positions with the AT&T Corporation from 1986 to 1993, including: Team Leader,
Project Peabody, Small Business Market Team; Vice President, General Business Systems, Products and
New Services; Vice President, Consumer Products, Product Management; Director, Consumer Products,

19




Product Management. Mr. Levine has also served in management positions for the General Electric
Corporation and the Procter & Gamble Company.

Joseph M. Ceasheimer, General Counsel and Secretary

Joseph M. Gensheimer was named General Counsel of the Company in October 1995 and
Secretary of FinCo in May 1996. Mr. Gensheimer is responsible for all legal and regulatory
functions. Prior to joining the Company, he was Senior Counsel for IBM's mainframe and
supercomputer divisions. Prior to joining IBM in 1988, he was General Counsel and Secretary of
RealCom Communications Corporation, a telecommunications services provider. From 1982 and
1984, Mr, Gensheimer was Senior Attorney and Assistant Secretary for GTE Corporation. Prior to
joining GTE, he was an associate at Morgan, Lewis & Bockius and an attorney for the United
States Department of Justice.

Ronald T. LeMa,, Representative

Ronald T. LeMay was apjpuinted as a representative to the Partnership Board in September
1996 and is President and Chief Operating Officer of Sprint. He began his telephony career with
Southwestern Bell Telephune Company in 1972. In 1983, Mr. LeMay was appointed Regional
Vice President of External Affairs for AT&T Communications in Kansas City and in February
1985, he was named Vice Presidunt and Comptroller for AT&T Communications where he served
until July 1985 when he joined Unit d Telephone System, Inc. (a Sprint company) as Vice
President and General Counsel. In 1986 Mr. LeMay became Senior Vice President of Operations
for United Telephone System. He became Executive Vice President of Corporate Affairs for
Sprint in 1987 and Executive Vice President of Staff for the Long Distance Division in November
1988. In October 1989, Mr. LeMay was appointed President and Chief Operating Officer for the
Long Distance Division, a position he held until assuming responsibility for the Company in
March 1995. Mr. LeMay served as President and Chief Executive Officer of Sprint Spectrum until
September 1996, Mr. LeMay is the Vice Chairman of the Board of Directors of Sprint and a
director of the Mercantile Bank of Kansas City and Yellow Corporation.

William T. Esrey, Representative

William T. Esrey was appointed as a representative of the Partnership Board in March
1995. He has been the Chairman of Sprint since 1990 and its Chief Executive Officer since 1985,
Mr. Esrey is also a director of Sprint, Equitable Life Assurance Society of America, General Mills,
Inc., PanEnergy Corporation and Everen Capital Corporation. Mr. Esrey currently serves on the
compensation committee of each of PanEnergy Corporation and Everen Capital Corporation.

Gerald W. Gaines, Representative

Gerald W. Gaines was appointed as a representative of the Partnership Board in March
1995. He has been the President of TCI Spectrum Holdings, Inc. and Senior Vice President of TCI
Communications, Inc. since 1994. Prior to joining TCI Communications, Mr. Gaines founded
GCQG, Inc., a management services firm advising the telscommunications industry. From 1986 to
1991, Mr., Gaines served as a senior-level executive of U S WEST, Inc. as President and Chief
Executive Officer for US WEST service link. Mr. Gaines is a director of Teleport
Communications Group Inc.




Arthur B, Krause, Representative |

Arthur B, Krause was appointed as a representative of the Partnership Board in March
1995. He is the Executive Vice President and Chief Financial Officer of Sprint, positions which he
has held since 1988. Prior to such appointment, Mr. Krause served in other management capacities

at Sprint, including President of United Telephone-Eastern Group.
James O. Robbins, Representative

James O. Robbins was appointed as a representative of the Par nership Board in March
1995. He has served as President of Cox since September 1985, and as Chief Executive Officer
since May 1994. Mr. Robbins joined Cox in September 1983 and has served as Vice President,
Cox Cable New York City and as Senior Vice President, Operations of Cox. Prior to joining Cox,
Mr. Robbins held management and executive positions with Viacom Communications, Inc. and
Continental Cablevision. Mr. Robbins is a director of Telewest Ple, Teleport Communications

Group Inc. and Cox.
Lawrence S. Smith, Representative

Lawrence S. Smith was appointed as a representative of the Partnership Board in March
1995. He has been Executive Vice President of Comecast since December 1995. Prior to that time,
Mr. Smith served as Senior Vice President of Comcast for more than five years. Mr. Smith is the
Principal Accounting Officer of Comcast. Mr. Smith is a Director of Comcast UK Cable Partners
Limited.

Committees of the Parinership Board; Compensation; Commitiee Interlocks

Except for the Audit Committee, there are no standing commitiees of the Partnership Board.
Messrs. Krause and Smith have been appointed by Sprint and Comcast, respectively, to serve on the
Audit Committee. TCI and Cox have not yet named their representatives on the Audit Comiaittee.
Representatives receive no compensation for serving on the Partnership Board or any committee thereof.
There are no compensation committee interlocks between Holdings and any affiliated entity.
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Item 11. Executive Compensation

Summary Compensation of Executive Officers. The following table reflects the cash and non-cash
compensation paid by the Company for services in all capacities for the years ended December 31, 1995
and December 31, 1996 by those persons who served as the Chief Executive Officer during the fiscal
year ended December 31, 1996, and the other four most highly compensated executive officers of the
Company, determined as of the end of the fiscal year ended December 31, 1996 (the “Named
Executives”™). The amounts set forth below are only for that portion of the respective years that the
Named Executives were employed by the Company.

Summary Compensation Table
Asossl Compeniation Leag Term Compensarion
Securite
Usdertying LT
Name snd Priscipsl Positios  Yeur Salary _Boam(y) Otber Options/SARs (FN6)  _Poyess(IiS)
Andrew Sukcawnty (1) e 1996 3 146552 5 32000 5 63620 (9) . 3 .
Chicf Executive Officer
Ronald T, LeMay(2) .. 1996 524,002 287,000 11,500 . 208,615
Chicl Executive Officer 1993 408323 Jxase . 132,017 90676
Arthur A, Koo 1996 19560 204,294 . . $
Chief Operating Orficer 1993 171320 107,500 . 11,000 9850
Joseph M. Gengheimer . 1996 3.0 107,473 172439 (8) .
General Counsel 1993 7,160 EINEL] 23381 (M) .
Robert M. Neumeister, Jr.. 1996 77,509 141,000 13,439 (9)
Chiel Financial Officer 1995 o 31950 o (m
Bemurd Bianching ... 1596 214,081 L7123 42416 (9)
Chicf Business 1993 S8 68,00 178 (9)
Development Officer

{1 :mmmmﬂ-mdwmﬂmﬂmm-ﬂhﬂﬁmnﬂhﬂuﬂmm
ber 2, 1996,

(1) Mr. LeMuy served s Chief Executive Officer and President and President of FinCo until Sepiember 1996,

(3)  Includes an extimaie of the ghori-term incentive compensathon wrgel established for each officer.

{#) Messrs. LeMay and Kurtze were employed by Sprint immedisiely prior o their employment by the Company , and aa former
employecs, they participated In cenain long-term Incentive plans &t Sprint n not svailable 1o the other executives listed in thin
table. The Company mimburscd Sprint for & portion of the amounts shown,

(5) Represents relocation expenses pald on behall of Messrs Subawary, Meumeluer and Blanching

(%) mmwﬂ-ﬂmﬂﬂpﬂummmmm:lmﬂwmmhmnm

(M Ofthe $23) 311 shown as other compensation, 313,287 represents relocation expenses paid on behall of Mr. Gensheimer and $150,000
represents foregone incentive compensation from his former employer

(1) Of the 534,022 shown a3 other compensation, 531,818 represents relocation: expenses paid on brhall of Mr. Mewmeister.

(%) Ofthe 317,178 shown as other compeniation, §16,684 represents relocatlon expenses pald on behalfl of Me. Blanchine,

Loog-Term Incentive Plan Summary

The Partnership Board has adopted a Long-Term Incentive Compensation Plan (the “Long-Term
Plan™). The Long-Term Plan is administered by the Partnership Board, which is authorized to interpret
Long-Term Plan provisions, determine membership, approve incentive targets and payouts and otherwise

22




manage the Long-Term Plan. The Long-Term Plan has no specified termination date and may be
amended or terminated without constraint.

Employees meeting certain eligibility requirements are considered to be participants in the Long-
Term Plan. Participants will receive 100% of the pre-established targets for the period from July 1,
1995 to June 30, 1996 (the “Introductory Term"). Participants may elect a payout of the amount due or
convert 50% or 100% of the award to appreciation units. Unless converted to appreciation units,
payment for the Introductory Term will be made in the third quarter of 1998. Appreciation units vest
25% per year commencing on the second anniversary of the date of grant. Participants had until March
15, 1997 to make payout or conversion elections.

Short-Term Incestive Plan Summary

The Partnership Board hes adopted a Short-Term Incentive Compensation Plan (the “Short-Term
Plan"). The Short-Term Plen is administered by the Partnership Board, which is authorized to interpret
Short-Term Plan provisions, determine membership, approve incentive targets and payouts and
otherwise manage the Shori-Term Plan. The Short-Term Plan has no specified termination date and may
be amended or terminated withiout constraint.

The Partnership Board selects eligible employees to participate in the Short-Term Plan.
Eligibility is limited to employees within exempt salary bands. Participation in the Short-Term Plan
precludes participation in any other short-term compensation plans.

Payouts are granted based on pre-set targeted opportunities. Performance periods are one year
long and incentive targets (“Incentive Targets™) are approved by the Partnership Board for each
performance period. An Incentive Target is established for each position based on the Company's
overall compensation strategy. Incentive Targets contain Company and personal objective components,
which are approved by the Chief Executive Officer and the Partnership Board. Maximum eamings for
the Company objectives are determined by the Board for each performance period. Participants may
earn a maximum of 120% of the incentive opportunity allocated to the personal objective component.
However, 2 minimum level of performance may be required to generate payout for the personal objective

component.

Payouts for employees sclected to participate in the Short-Term Plan after the stani of a
performance period are prorated as are certain payouts for Short-Term Plan participants whose
employment with the Company terminates prior 1o the end of a performance period. Payouts for Short-
Term Plan participants who change positions during a performance period will be prorated according to
the opportunitics applicable to the positions which were held. Notwithstanding the above, employees
may not begin participation in the Short-Term Plan within two calendar months prior to the completion
of a performance period.

The 1996 Incentive Targets were based on, among other things, the following factors (i) markets
launched by November 1, 1996, (ii) markets that were launched or were positioned to launch during the
period from November 1, 1996 through February 15, 1997, (iii) population coverage by the markets
launched and (iv) expense control.

Participation in the Short-Term Plan is terminated upon the transfer to a nonparticipat ng position
in the Company, employment by a Partner, death, disability or separation from the Company for lack of
work. Terminated participants are eligible for a prorated payment based upon the time served under the
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Plan. If a participant is terminated for any but the aforementioned reasons, that participant's Short-Term
Plan payment is deemed forfeited, Participants who complete a performance period will be eligible to
receive a Shori-Term Plan payment regardiess of the reason for termination.

Savings Plan

The Company maintains a savings program (the “Savings Plan") for certain of its employees,
which is intended to qualily under Section 401(k) of the Internal Revenue Code of 1986, as amended (the
“Code™). Most permanent full-time, and certain part-time, employees are eligible to become participants
in the plan. Participants make contributions to a basic before tax account and a supplemental before tax
account. The maximum contribution for any participant for any yea: is 16% of such participant's
compensation subject to maximum amounts set by federal taxation law and certain additional limitations
for Highly Compensated Individuals (as defined in the Savings Plan). For each eligible employee who
clects to participaie in the Savings Plan and makes a contribution 1o the basic before tax account, the
Company makes a matching contribution equal to 50% of the amount of the basic before tax contribution
of each participant up to 6% of such employee’s contribution. Contributions to the Savings Plan are
invested, at the participant’s direction, in several designated investment funds. Distributions from the
Savings Plan generally will be made only upon retirement or other termination of employment, unless
deferred by the participants.

Profit Sharing Plan (Retirement Component)

Employees become eligible to participate in the Profit Sharing Plan after completing 12
consecutive months of service. The Company's profit sharing contribution will be based on eligible
compensation (as defined by the plan). A combination of age and years of service will determine the
amount contributed, which will range from two to ten percent of eligible compensation. It will be
deposited into individual accounts of the Company-sponsored 401(k) plan. Such accounts will be
established for employees who do not participaie in the 401(k) plan. For employees that do participate in
the 401 (k) plan, the contribution will be subject o the applicable 401 (k) investment percentage criteria.
The contribution vests after completion of five years of service; once vested the plan is considered
portable.

Employment Agreements

Holdings has entered into employment agreements with Messrs. Sukawaty, Gensheimer and
Levine. The agreements provide for an annual base salaries, as well as short-term and long-term

incentive opportunities.

The agreements provide that Sprint Spectrum may terminate the named officers’ employment for
any reason at any time, provided, however, that if termination is other than for cause, total disability or
the voluntary resignation of such officers, Sprint Spectrum will be required to pay special compensation
which includes, among other things, (i) bi-weekly compensation for a period of 18 months (the
“Severance Period™), (ii) subject to certain conditions, a bonus under any short-term compensation plan
maintained during the Severance Period, (iii) a prorated award under any long-term incentive plan in
which the officer participate, (iv), life, medical and retirement benefits throughout the Severance Period
and (v) outplacement counseling.

Pursuant to the terms of these employment agreements, each of these officers have agreed that,
for 18 months following termination of employment for any reason, he will not accept any position
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where, within any $0-day period, he dedicates his time and efforts principally to a wireless business
anywhere in the Unit:d Strtes.

In addition, Mr. Gensheimer's employment agreement includes provisions for additional
payments. He received a payment of $150,000 in 1995 and an additional $150,000 in 1996 on the first
anniversary of his employment with the Company for foregone stock options and 1995 incentive
compensation related to his previous employer.

Sprint Spectrum expects to enter into employment agreements, on terms substantially similar to
those contained in the employment agreements, with Messrs. Ku tze, Bianchino and Neumeister.
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Item 12. Security Ownership of Certain Beneficial Owners and Maoagement

The following table sets forth, as of March 14, 1997, the ownership of Holdings, MinorCo, L.P., Sprint
Spectrum L.P. and FinCe. For a more detailed discussion of certain ownership interests, see “Business”
and “Certain Relationships and Related Transactions.™

Name and Addrem of Bencficial Qwner
Sprint Spectrum Holding Company, LP.
Sprint Enterprises, LP' Partnership’ “w%
1330 Shuwnee Mistion Perkowsy
rﬂm:—m :
Spectum Holdings, Lne. Partnership * bl
5619 DTC Parkway
Englewood, Colorado 80111
Comenst Telephony Services' Partnerah p* 1%
1500 Markst Soeet
Philadelphia, Pennsvivania 19102-2148
Cox Telephony Parmenihip® Partenship* 13%
1400 Lake Hearn Drive
Atsnts, Georgia 300151464
Sprint Spectrum LP.
Sprint Spectnum Holding Company, LP. Ceneral Parnenhip N
4900 Main Strect-Twelfth Floor
Kansas Ciry, Mizsouri 64112
MinorCo, LP* Limited Fartneryhip 1'%
4900 Main Street-Twelfth Floor
Kansas Clry, Missouri 64112
MinarCo, LP,

Sprint Enterprises, LP.' Partnenhip® %
1330 Shawnee Mission Parkwsy

Westwood, Kansas 66205

TC1 Spectrum Holdings, Ine.? Partnenihip® I
3619 DTC Parkwny

Englewood, Colorsdo 80111

Comecast Telephony Services' Parnenihip* 15%

1500 Market Soreet

Philadelphis, Pennsylvania 19102-2148
Cox Telephomy Serviees* Partnerihip * 15%
1400 Lake Heam Drive

Sprim Spacrwm L. e Common Siock 100%

! An indirect wholly-owned subsidiary of Sprint Corporstion. The general partner of Sprint Enterprises, LP. ks US Telecom, Inc., » subsidiary
of Sprint Corporation. The limited partners of Sprind Enterprises, L P, are UCOM, Inc.,, UST PhoneCo, Inc. and UC PhoneCo, Inc., each s
subsidiary of Sprint Corporation.
‘Bx-hPpl'huiiMlmﬂmﬂ.hﬁlmﬂhﬂﬂ%ﬂfhnﬂnﬂpﬂnﬂiamﬂmrﬂI'H.ulli.iui

!AMHTﬂMM Interesl waa originally hebd by TCl Merwork Services and iubsequently tranaferred 1o TCI
Telephony Services, lac. which changed ks naeme 10 TC] Specirum Holdings, Inc.

mm;mmii”m. The geaeral partoers sre COM Telephony Services, Inc. and Comeast Telephony
'&Tﬁrrm&l”——ﬂ The geaeral parvners are Cox Commanlcations Wirchess, lac. and Cox Telephony

* As of December 31, 1996, Holdings, U sole genenl partner of Sprint Spectrum, cwned a gresier than 99 0% partnerihlp interest in Speini
Spectrum, and MinarCo, the sole limited partner, ewned § partnership interest equal 1o bess than | 0% The inserests haid by esch of Holdgs
#nd MinorCo floctuste based om the amount of equity contribuied by Holdings to Sprist Spectrum becae MinorCa's limited partnenihip
interest i equal 15 the ratko of $5.0 million (it investment in Sprint Spectrum) 1o the total contributed equity in Sprint Spectrum.
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Item 13. Certain Relationships and Related Transactions

The general partner of the Company is Holdings, which holds a greater than 99% general partnership
interest. There are four general partners of Holdings, Sprint Enterprises, L.P., which has a 40% partmership
interest, TCI Spectrum Holdings, Inc. which has a 30% partnershi; intereet and Cames=t Telephony
Services and Cox Telephony Partnership, each of which has a 15% partnership interest, Each of the Partners
is a subsidiary of Sprint, TCI, Comcast and Cox, respectively, Sprint is a leading provider of domestic and
international long distance and local exchange telecommunications services. TCI is one of the largest cable
television operators in the United States in terms of numbers of besic subscribers served. Comcast is
engaged in the development, management and operation of cable and cellular telephone communications
systems and the production and distribution of cable programming. Comcast also provides cellular telephone
communications services in markets with an aggregate population of over 7.9 million, including the Comcast
Service Area. Cox is a fully integrated, diversified media and broadband communications company with
operations and investments in U.S. cable televisions systems, international cable television systems,
programming and telecommunications and technology.

The Company and Holdings expect to have extensive relationships with the Partners and their
affiliates, including the Parents, but the nature and terms of such relationships have not yet been determined.
The Holdings Partnership Agree: ient sets forth guidelines for business dealings between the Company
and/or Holdings and the Partners and their affiliates, including the Parents. The Holdings Partnership
Agreement permits Holdings and its subsidiaries, including the Company, to enter into transactions with the
Partners and their affiliates in the normal course of their respective businesses; provided, however, that (i)
any contract, agreement, relationship or transaction between Holdings or any of its subsidiaries and any
person in which any of the Partners or their affiliates has a direct or indirect material interest must be
approved (after full disclosure by the interested Partner(s) of all material facts relating to such matter) by the
Partnership Board, with the Partnership Board representatives of the interested Partner(s) abstaining from
deliberations and voting and (ii) the Partnership Board has determined that the price and terms of such
transaction are fair to Holdings and its subsidiaries, including the Company, and that the price and terms of
such transaction are no less favorable than comparable transactions involving non-affiliates. Subject to
certain conditions, including, without limitation, unanimous approval of appropriate procedures, the
Partnership Board may elect from time to time to provide rights of first opportunity fo various Partners or
their affiliates. In addition, the Holdings Partnership Agreement contains other provisions relating to
transactions between Holdings and its subsidiaries, including the Company, on the one hand, and the Partners
and their affiliates, on the other hand. No procedures have been adopted by the Company to determine the
faimess of related party transactions and no determination has been made by the Company as to whether
such procedures will be adopted. The Company believes that it will be able to determine the faimess of
related party transactions on a case-by-case basis through consultation with its independent advisors, market
surveys and other third party means of verification.

The Company entered into an agreement with Sprint 1o sell the Company's paging services,
Sprint serves as the Company's agent for selling traditional paging services and markets these services
through direct mail, direct sales, employee programs, advertising and promotions. The foregoing
agreement does not affect the Company’s ability to offer paging services as part of its integrated
wireless service package.

Sprint entered into a three year agreement 1o become an official sponsor to the NFL through 1998,

The Company clected to participate in the agreement, and is allocated $5 million per year of the total
contracl cost.
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The Company has entered into a five year contract with Sprint whereby Sprint will provide invoicing
services, including printing susto:ner invoices, placing the invoices and any other informational or
promotional inserts into envelopes, and mailing the invoices to the Company's customers. The Company
agreed to pay for the initial development of the systems and an ongoing charge per invoice handled. The
per-invoice charge decreases as volumes increase. Additional fees may be required if a specified minimum
number of invoices handled is not achieved by April 1997,

Sprint was selected as the Company's operator services vendor and was awarded a three year contract.
Services will include *0" call processing, busy line verification, and initial set-up of software control tables
for confirmation of local calling areas. The Company is charged on a per call record basis for services
provided. Additional charges may be required if specified monthly cali volumes are not realized.

The Company has also entered into a three year agreement with Sprint whereby Sprint will provide
asynchronous transfer mode (ATM) switching equipment to enable "soft” hand-offs, resulting in fewer
dropped calls. When cell sites are connected to different switches, ATM switching provides for a “soft”
handoff when the mobile customer's handset establishes a connection with a new cell before disconnecting
with the current cell. Monthly charges are usage based and will not increase during the term of the
agreement; however, such fees may be reduced to any lower rate provided to any other customer for such
services during the term of the agreem-nt.

The Company is negotiating a miscellaneous services agreement with Sprint/United
Management Company (“Sprint/United™), an affiliate of Sprint, for Sprint/United to provide various
administrative services (e.g., payroll, travel, etc.) for the Company and Holdings is in the process of
negotiating an agreement with SprintCom, an affiliate of Sprint, for the Company to build out the
network infrastructure in certain BTA markets where SprintCom was awarded PCS licenses in the
FCC's D and E Block auctions. At this time, the Company reimburses Sprint for certain accounting
and data processing services, for participation in certain advertising contracts, for certain cash
payments made by Sprint Corporation on behalf of the Company and other management and
sdministrative services. The costs of such services are allocated based on direct usage. The aggregate
amount of such expenses was epproximately $11,900,000 and 32,646,000 for 1996 and 1995,
respectively. No reimbursement was made through December 31, 1994,

On June 21, 1996, the Company entered into an agreement with Cox PCS pursuant to which the
Company is obligated to sell to Cox PCS a fixed percentage of the CDMA PCS subscriber equipment
purchased by the Company from QUALCOMM Personal Electronics. Although Cox PCS is not a party to the
Purchase and Supply Agreement among the Company, QUALCOMM Personal Electronics and the various
other parties thereto, the Company has agreed to sell the CDMA PCS subscriber equipment to Cox PCS at
cost.

Subject to certain exceptions, the Holdings Partnership Agreement restricts any Partner and its
controlled afTiliates from bidding on, acquiring or, directly or indirectly, owning, managing, operating,
joining, controlling or financing, or participating in the management, operation, control or financing of, or
being connected as a principal, agent, representative, consultant, beneficial owner of an interest in any
person, or entity, or otherwise with, or use or permit its name to be used in connection with, any business that
engages in the bidding for or acquisition of any wireless business license or engages in any Wireless
Business or provides, offers, promotes or brands services that are within Holdings' core business. Unless
approved by a unanimous vote of the Partners and subject to certain provisions, (i) as a result of Comcast's
ownership of a PCS license for the Philadelphia MTA, Holdings and its subsidiaries (including the
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Company) are prohibit~d f om engaging in any of the activities listed in the preceding sentence, including
bidding for or acquiring any PCS I'cense, in Philadelphia and (ii) no Partner or controlling affiliate may bid
in a PCS auction for any wirrdese pusiness license, and at no time may any Partner bid for or acquire a
wireless business if such bid or acquisition would violate or cause the Partnership or other Partners to violate
any rules of the FCC.

The Holdings Partnership Agreement provides that the marketing channels of the Company will
include each of the Partners and certain of their affiliates. Each of the Partners will be non-exclusive sales
agents for the Company’s services, and the Company will be a non-exclusive sales agent for those services
Sprint and the Cable Parents make available to the Company. No agency agreements formalizing the
:pmﬁcm:nfmmmu between the Company and the Parmers have been signed. Any
commissions payable as a result of the sales agency relationships between and among, the Company and the
Partners are require to be no less favorable to the agent than those for comparable agency arrangements
with third parties irrespective of volume. Subject to certain exceptions, the Company’s services will be
offered, promoted and packaged solely under the Sprint trademark and the logo used in connection therewith.
Nothing in the Holdings Partnership Agreement, however, precludes or prohibits the Partners and their
affiliates from marketing, selling or distributing their own products and services.

The Holdings Partnership Agreement provides that each Partmer and its controlled affiliates and
Holdings, as a whole will cause their : sspective agents to keep secret and maintain in confidence all
confidential and proprietary information and data of Holdings, the Partners and such affiliates. Subject to

such confidentiality restrictions, Holdings, and its subsidiaries will grant each Partner and its controlled
affiliates access to technical information of Holdings and its subsidiaries.

Pursuant 1o the Holdings Partnership Agreement, each Partner has agreed to provide certain services
to the Company in connection with the operation of the network, including antenna sites and/or strand
mounting of RF and transmission equipment, transmission facilities between cell sites and designated

switching locations and provision of primary power, standby power and maintenance. The provisions of any
such services by Comcast within a specified service area is not required.

Part IV
Item 14. Exhibits, Financial Statement Schedule, and Reports oo Form §-K
(a) 1. See “Index to Financial Statements" set forth on page F-1.
2" See “Index to Financial Statements™ set forth on page F-1.
3. The following Exhibits are part of this report:
EXHIBITS
3.1 Centificate of Limited Partnership of Sprint Spectrum L.P. (incorporated by reference to
?;;;Tmt's Form S-1 Registration Statement, Registration No. 333-00609, filed June 21,

3.2 Agreement of Limited Partnership of MajorCoSub, L.P. (renamed Sprint Spectrum L.P.) dated
as of March 28, 1995, among MajorCo, L_P. and MinorCo, L.P. (incorporated by reference to
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4.1

42

43

44

10.1

102

103

10.4

10.5

10.6

Registrant's Form S-1 Registration Statement, Registration No. 33-00609, filed June 21,
1996).

Amended and Restated Agreement of Limited Partnership of MajorCo, L.P. (renamed Sprint
Spectrum Holding Company, L.P.) dsted January 31, 1996, among Sprint Spectrum, L.P,
(renamed Sprint Enterprises, L.P.), TCI Network Services, Comcast Telephony Services and
Cox Telephony Partnership (incorporated by reference to Registrant's Form S-1 Registration
Statement, Registration No. 333-06609, filed on June 21, 1996).

Senior Note Indenture, dated August 23, 1996, between Sprint Spectrum L. P., Sprint
Spectrum Finance Corporation, and The Bank of New York, as Trustee (incorporated by
reference to Registrant's Form 10-Q filed November 12, 1996).

Form of Senior Note (included in Exhibit 4.1).

Senior Discount Note Indenture dated August 23, 1996, between Sprint Spectrum L.P., Sprint
Spectrum Finance Corporation, and The Bank of New York, as Trustee (incorporated by
reference to Registrant’s Form 10-Q filed November 12, 1996).

Form of Senior Discount Note (included in Exhibit 4.3).

Procurement and Services Contract, dated as of January 31, 1996, between MajorCo, L.P. and
Northem Telecom Inc. (incorporated by reference to Form 5-1 Registration Statement,
Registration No. 333-06609, filed on July 30, 1996).

Assignment, Assumption and Amendment No. 1, dated as of June 26, 1996, to Procurement
and Services Contract, dated as of January 31, 1996, between MajorCo, L.P. and Northemn
Telecom, Inc. (incorporated by reference to Form S-1 Registration Statement, Registration No.
333-06609, filed on July 30, 1996).

Procurement and Services Contract, dated as of January 31, 1996, between MajorCo, L.P. and
AT&T Corp. (incorporated by reference to Form S-1 Registration Stateme it, Registration No.
333-06609, filed on July 30, 1996).

Assignment, Assumption and Amendment No. 1, dated as of June 21, 1996, to Procurement
and Services Agreement, dated as of January 31, 1996, between MajorCo, L.P. and AT&T
Corp. (incorporated by reference to Form S-1 Registration Statement, Registration No. 333-
06609, filed on July 30, 1996).

Amendment No. 2 to the Lucent Technologies/Sprint Spectrum Procurement and Services
Contract, dated as of July 15, 1996 berween Sprint Spectrum Equipment Company, L.P. and
Lucent Technologies, Inc. (incorporated by reference to Registrant’s Form 10-Q filed
November 12, 1996).

Amended and Restated Procurement and Services Contract, dated as of October 9, 1996
between Sprint Spectrum Equipment Company, L.P, and Lucent Technologies Inc. The
omitted portions indicated by brackets have been separately filed with the Securities and
Exchange Commission pursuant to a request for confidential treatment under Rule 24-b of the
Securities Exchange Act of 1934, as amended,
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10.7 Amended and Restated Sprint Trademark License Agreement, dated as of January 31, 1996,
between Sprint Communications Company, L.P. and MajorCo, L.P. (incorporated by reference
to Registrant's Form S-1 Registration Statement, Registration No. 333-06609, filed on July 30,
1996).

10.8 First Amendment to Amended and Restated Trademark License Agreement, dated as of
September 26, 1996, between Sprint Communications Company, L.P. and Sprint Spectrum
Hnldh'mfnm, L.P. (incorporated by reference to Registrant’s Form 10-Q filed November
12,1

10.9 Assignment and Acceptance Agreement (regardin g the Amended and Restated Trademark
License Agreement, as amended) dated as of September 30, 1996 between Sprint Spectrum
Holding Company, L.P. and Sprint Spectrum L.P. (incorporated by reference to Registrant's
Form 10-Q filed November 12, 1996).

10.10 Amended and Restated Assignment and Assumption Agreement (Leases), dated as of July 1,
1996, between Sprint Spectrum Holding Company, L.P., Sprint Spectrum L.P. and Sprint
Spectrum Realty Company, L.P. (incorporated by reference to Registrant’s Form 10-Q filed
November 12, 1996).

10.11 Property Use Agrsement, dated as of July 1, 1996, between Sprint Spectrum Realty Company,
L.P. and Sprint Spectrum L.P. (incorporated by reference 1o Registrant's Form S-1
Registration Statement, Registration No. 333-06609, filed on July 30, 1996).

10.12 Assignment and Assumption, dated as of July 1, 1996, between Sprint Spectrum Holding
Company, L.P., Sprint Spectrum L P. and Sprint Spectrum Equipment Company, L.P.
(i by reference to Registrant's Form S-1 Registration Statement, Registration No.
333-06609, filed on July 30, 1996).

10.13 Equipment Lease Agreement, dated as of July 1, 1996, between Sprint Spectrum Equipment
Company, L.P. and Sprint Spectrum L.P. (incorporated by reference to R gistrant's Form S-1
Registration Statement, Registration No. 333-06609, filed on July 30, 1996).

10.14 Employment Agreement, dated as of July 29, 1996, between Sprint Spectrum Holding
Company, L.P. and Andrew Sukawaty (incorporated by reference to Registrant's Form S-1
Registration Statement, Registration No. 333-06609, filed on August 12, 1996).

10.15 Employment Agreement, dated as of September 29, 1995, between MajorCo, L.P. and Joseph
M. Gensheimer (incorporated by reference to Registrant’s Form S-1 Registration Statement,
Registration No. 333-06609, filed on July 30, 1996).

10.16 Registration Rights Agreement, dated as of August 23, 1996 among Sprint Spectrum L.P.,
Sprint Spectrum Finance Corporation and Sprint Corporation (incorporated by reference to
Registrant's Form 10-Q filed November 12, 1996).

10.17 Amended and Restated Capital Contribution Agreement dated as of October 2, 1996, among
Sprint Corporation, Tele-Communications, Inc., Comcast Corporation, Cox Communications,
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Inc, and Sprint Spectrum L.P, (incorporated by reference to Registrant’s Form 10-Q filed
November 12, 1996).

10.18 Paging Sales Agency Agreement, dated as if January 17, 1996, between MajorCo, L.P. and
Sprint Communications Company, L.P. (incorporated by reference to Registrant’s Form S-1
Registration Statement, Registration No. 333-06609, filed on July 30, 1996).

10.19 Second Amended and Restated Limited Partmership Agreement dated as of January 9, 1995
among American Personal Communications, Inc., WirelessCo, L.P. and The Washington Post
Company (incorporated by reference to Registrant's Form 3-1 Registration Statement,
Registration No. 333-06609, filed on July 30, 1996).

10.20 WirclessCo Affiliation Agreement, dated as of January 9, 1995 between American PCS, L.P,,

and WirelessCo, L.P. (incorporated by reference to Registrant's Form S-1 Registration
Statement, Registration No. 333-06609, filed on July 30, 1996).

1021 Letter Agreement, dated as of August 31, 1996, between American PCS, L P., American
Personal Communications Inc., WirelessCo, L.P,, Sprint Spectrum L.P. and Sprint Spectrum
Holding Company, L.P. (' acorporated by reference to Registrant's Form 10-Q, filed on
September 26, 1996).

10.22 Purchase and Supply Agreement dated as of June 21, 1996, between Sprint Spectrum L.P.,
QUALCOMM Personal Electronics, QUALCOMM Incorporated and Sony Electronics Inc.
(incorporated by reference to Registrant's Form S-1 Registration Statement, Registration No.
333-06609, filed on August 12, 1996).

10.23 Amendment No. 1, dated as of October 24, 1996, 10 the Purchase and Supply Agreement dated
as of June 21, 1996, between Sprint Spectrum L.P., QUALCOMM Personal Electronics,
QUALCOMM Incorporated and Sony Electronics Inc. The omitted portions indicated by
brackets have been separately filed with the Securities and Exchange Commission pursuant to
a request for confidential treatment under Rule 24-b of the Securities Exchange Act of 1934, as
amended.

10.24 Customer Account and Billing System Agreement, dated as of February 26, 1996, between
Sprint Spectrum L.P. and Cincinnati Bell Information Systems Inc. (incorporated by reference
to Registrant’s Form S-1 Registration Statement, Registration No, 333-06609, filed on July 30,

1996).

10.25 Subscriber Unit Equipment Purchase and Supply Agreement, dated as of September 17, 1996,
between Sprint Spectrum L.P, and Samsung Electronics Co., Ltd. (incorporated by reference to
Registrant’s Form 10-Q filed November 12, 1996).

10.26 Letter agreement dated as of September 17, 1996 from Sprint Spectrum L.P. to Samsung
Electronics Co., Ltd. and Samsung Electronics Co., Ltd /Samsung Telecommunications
America, Inc. (incorporated by reference to Registrant's Form 10-Q filed November 12, 1996).

10.27 Master Agreement, dated as of September 1996, between Sprint Communications Company,
L.P., Sprint Spectrum L.P., Sprint United Management Company and Tandy Corporation, a
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Delaware corporation acting by and through its RadioShack division (incorporated by
reference to Registrant's Form 10-Q filed November 12, 1996).

10.28 Credit Agreement, dated as of October 2, 1996, between Sprint Spectrum L.P. and Northem
Telecom Inc. The omitted portions indicated by brackets have been separately filed with the
Securities and Exchange Commission pursuant to a request for confidential treatment under
Rule 24-b of the Securities Exchange Act of 1934, as amended.

10.29 Credit Agreement, dated as of October 2, 1996, between Sprint Spectrum L.P. and Lucent
Technologies Inc. The omitted portions indicated by brackets have been separately filed with
the Securities and Exchange Commission pursuant to a request for confidential treatment under
Rule 24-b of the Securities Exchange Act of 1934, as amended.

10.30 Credit Acreement, dated as of October 2, 1996, among Sprint Spectrum L.P., the several banks
and other financial institutions and entities from time to time parties to the Credit Agreement
and The Chase Manhattan Bank, as administrative agent for the lenders. The omitted portions

indicated by brackets have been separately filed with the Securities and Exchange Commission
pursuant to a request for confidential treatment under Rule 24-b of the Securities Exchange Act

of 1934, as amended.

10.31 Trust Agreement, dated as o/ October 2, 1996 among Sprint Spectrum L.P., First Union
National Bank and Kenneth D. Benton.

10.32 Pledge Agreement, dated as of October 2,1996, made by Sprint Spectrum L.P. and MinorCo,
L.P. in favor of the Trustees under the Trust Agreement.

10.33 Borrower Security Agreement, dated as of October 2. 1996, made by Sprint Spectrum L P. and
MinorCo, L.P. in favor of the Trustees under the Trust Agreement.

10.34 Subsidiary Security Agreement, dated as of October 2, 1996, made by Sprint Spectrum L.P.
and MinorCo, L.P. in favor of the Trustees under the Trust Agreement.

10.35 Guarantee, dated as of October 2, 1996, by WirelessCo, L.P. in favor of the Trustees under the
Trust Agreement.

10.36 Guarantee, dated as of October 2, 1996, by Sprint Spectrum Equipment Company, L.P. in
favor of the Trustees under the Trust Agreement.

10.37 Guarantee, dated as of October 2, 1996, by Sprint Spectrum Realty Company, L P. in favor of
the Trustees under the Trust Agreement.

12 Statements re: computation of ratios
21  Subsidiaries of Registrant
27 Financial Data Schedule

(t) No reports on Form 8-K were filed during the fiscal year ended December 31, 1996,
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has caused this report 10 be signed on its behalf by the undersigned, thercunto duly authorized.

SERINT SPECTRUM L.P.
(Registrant)

Andrew Sukawaty
President and Chief Executive Officer

Date: March 31, 1997

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities indicated on the 31st day of March,
1997,

{s/_Andrew Sukawaty
Andrew Sukawaty
President and Chief Executive Officer

{3/ Robert M, Neumeister, Jr.
Robert M. Neumeister, Jr.

Chief Financial Officer

(s/_Arthur A, Kurize
Arthur A. Kurtze
Chief Operating Officer

{s/ Bernard A. Bianchino
Bemard A. Bianchino
Chief Business Development Officer

{8/ Charles E. Levine
Charles E. Levine
Chiefl Marketing Officer
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Joseph M. Gensheimer
General Counsel

John W. Meyer
Vice President and Controller
Principal Accounting Officer

¢/ Ronald T. LeMay
Ronald T. LeMay

Chairman of Sprint Spectrum Holding Company Partnership

Board

 William T.E
William T. Esrey
Sprint Spectrum Holding Company Partnership Board

Representative

s/ Arthur B, Krause
Arthur B. Krause
Sprint Spectrum Holding Company Partnership Board

Representative

(s/ James O. Robbins

James O. Robbins

Sprint Spectrum Holding Company Partnership Board
Representative

{s/ Lawrence S. Smith
Lawrence S. Smith
Sprint Spectrum Holding Company Partnership Board

Representative
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized.

SERINT SPECTRUM
EINANCE CORPORATION
(Registrant)

{s/_Andrew Sukawaty
Andrew Sukawaty
President

Date: March 31, 1997

Pursuant 1o the requirements of the Securities Exchange Act of 1934, this report has been signed
below by the following persons on behalf of the registrant and in the capacities indicated on the
31st day of March, 1997.

{8/ Andrew Sukawaty
Andrew Sukawaty
President

(s/ Robert M Neumeister,Jr.
Robert M. Neumeister, Jr.
Vice President and Trezsurer

(& Joseph M, Gensheimer
Joseph M. Gensheimer
Secretary
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SPRINT SPECTRUM L.P.

SELECTED FINANCIAL DATA
For the
Peried from
Oclober 24,
1994 (date of
For the Years Ended inception) to
December 31, December 31,
1996 1995 1994
(In Thousands)
Results of Operations
Net operating revenues...... . sesseies - '3 4175 § - s -
Operating 1088 (1) .vevvererrsrmenrsssrrasssses 355,873 64,520 3,332
Financial Position
Total assets i 3,898,766 2,244 343 123,875
Long-term compensation oblig stion ..... 11,356 . .
Long-term debt 691,241 . -
Construction obligations .................r 714,934 : z

(1) Effective August 31, 1996, the Company transferred its investment in APC to Holdings . S arint Spectrum's
operating loss for the year ended December 31, 1996 includes approximately $92 million of equity in losses of
APC through August 31, 1996. The operating loss for the year ended December 31, 1995 includes
approximately $46 million of equity in losses of APC.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should be read in conjunction with Sprint Spectrum L.P."s
consolidated financial statements and notes thereto. The term “Company” refers to Sprint Spectrum L.P. and
its subsidiaries, including Sprint Spectrum Finance Corporation (“FinCo"), WirelessCo, L.P. (“WirelessCo™),
Sprint Spectrum Realty Company, L.P. (“RealtyCo™) and Sprint Spectrum Equipment Company, L.P.
("EquipmentCo™). As of July 1, 1996, Holdings transferred substantially all operating assets and lisbilities to
the Company. The Sprint Spectrum financial information as presented inc'udes the pooled operations of
Holdings through June 30, 1996.

The Company includes certain estimates, projections and other forward-looking statements in its
reports as well as in pre.zntations to analysts and others and in other material disseminated to the public.
There can be no assurances of future performance and actual results may differ materially from those in the
forward-looking statements. Factors which could cause actual results to differ materially from estimates or
projections contained in forward-looking statements include:

» the effects of vigorous competition in the markets in which the Company will operate;

« the cost of entering new markets necessary to provide services;

« the impact of any unusual items re sulting from ongoing evaluations of the Company's business
strategies;

e the effects of unanticipated delays or problems with the development of technologies and systems
used by the Company;

* requirements imposed on the Company and its competitors by the Federal Communications
Commission ("FCC") and state regulatory commissions under the Telecommunications Act of 1996;

s the possibility of one or more of the markets in which the Company will compete being impacted by
variations in political, economic or other factors over which the Company has no control; and

= unexpected results in litigation,

General

The Company is a development stage enterprise formed for the purpose of establishing a nationwide
personal communications service (“PCS™) wircless telecommunications network, The Company acquired
PCS licenses in the FCC’s A Block and B Block PCS auction, which concluded in March 1995, to provide
service to 29 major trading areas (“"MTASs") covering 150.3 million Pops. Additionally, Cox contributed to
the Company, effective February 6, 1997, a PCS license for the Omaha MTA. The Company has also
affilisted and expects to continue to affiliate with other PCS providers. Pursuant to affiliation agreements,
cach affiliated PCS service provider will use the Sprint® (a registered trademark of Sprint Communications
Company, L.P.) brand name. Holdings owns 2 49% limited partmership interest in American PCS, L.P.
(“APC"™), which owns a PCS license for, and operates a broadband GSM PCS system in the Washington
D.C/Baltimore MTA. APC has affiliated with the Company and is marketing its products and services
under the Sprint® brand name. Holdings also owns a 49% limited partnership interest in Cox
Communication PCS, L.P, ("Cox PCS"), a partnership that owns a PCS license for the Los Angeles-San
Diego MTA covering 21.5 million Pops. Cox, which currently owns this license, has agreed to contribute the
license to Cox PCS and will manage and control Cox PCS. The Company signed an affiliation agreement
with Cox PCS on December 31, 1996.
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The Company also expects to provide various services to PhillieCo, a limited partnership organized
by and among subsidiaries of Sprint, TCI and Cox that owns a PCS license for the Philadelphia MTA
covering 9.1 million Pops. In addition, SprintCom participated in the FCC's D and E Block auction which
ended on January 14, 1997, and was awarded licenses for 139 of 493 BTAs, all of which are areas not
covered by the Company's owned PCS licenses or licenses owned by APC, Cox PCS and PhillieCo. In
accordance with an agreement among the Partners and the Partnership Agreement, SprintCom is required to
offer to enter into an affilistion agreement with Holdingswith respect to such BTA licenses pursuant to which
SprintCom’s systems in such areas would be included in the Company's national PCS network, although no
sssurance can be given that SprintCom and Holdings will enter into any such affiliation agreement. Holdings
is in the process of negotiating an agreement with SprintCom to build out ta¢ network infrastructure in
certain BTA markets where SprintCom was awarded PCS licenses.

To date, the Company has incurred expenditures in conjunction with PCS license acquisitions, initial
design and construction of the PCS network, engineering, marketing, administrative and other start up related
expenses. The Company commenced initial commercial operations for its PCS services late in the fourth
quarter of 1996 and, as a result, has generated minimal operating revenues. The Company intends to initiate
service in portions of most MTAs during the summer of 1997. Pop coverage at the end of the initial launch
period (approximately the end of the sec nd quarter of 1997) is expected to reach approximately 57% of the
Pops in all of the Company's license aseas with coverage in the individual license aress ranging from 19% to
90%. The timing of launch in individual markets will be determined by various factors, principally zoning
and microwave relocation factors, equipment delivery schedules and local market and competitive
considerations. The Company intends to continue to expand its coverage in its PCS markets in its existing
license areas based on actual market experience, customer demand, and reductions in the cost of technology.
The extent to which the Company is sble to generate operating revenue and earnings is depsndent on a
number of business factors, including maintaining existing financing to complete network construction and
fund :nitial operations and operating losses, successfully deploying the PCS network and attaining profitable
levels of market demand for the Company's products and services.

Liquidity and Capital Resources

The buildout of the Company's PCS network and the marketing and distribution of the Company's
PCS products and services will require substantial capital. The Company currently estimates that its capital
requirements (capital expenditures, the cost of its existing licenses, working capital, debt service
requirements and anticipated operating losses) for the period from inception through the ei:d of 1998 (based
on the Company's current plans for its network buildout in its current license areas) will total approximately
$8.9 billion (of which approximately $3.4 billion had been expended as of December 31, 1996). Afier 1998,
the Company will also require additional capital for coverage expansion, volume-driven network capacity
and other capital expenditures for existing license arcas, working capital, debt service requirements and
anticipated further operating losses. Costs associated with the network buildout include switches, base
stations, towers, antennae, radio frequency engineering, cell site construction and microwave relocation.
Management estimates that capital expenditures associated with the buildout will total approximately $3.8
billion through 1997, including $1.6 billion expended through 1996, Estimated capital cxpenditures have
increased due to changes in the nature of certain network elements, actual construction experience to date
and additional network capacity requirements. Actual amounts of the funds required may vary materially
from these estimates and additional funds would be required in the event of significant departures from the
current business plan, operating losses that exceed current estimates, unforeseen delays, cost overruns,
unanticipated expenses, regulatory changes, engineering design changes and other technological risks.
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The Company currently has minimal sources of revenue to meet its capital requirements and has
relied upon capital contributions and advances from Holdings and third party debt and public debt. Holdings
also requires capital for its affiliate investments and other partnership purposes. The Holdings partnership
agreement provides for a planned capital amount to be contributed by the Partners (“Total Mandatory
Contributions™), which represents the sum of $4.2 billion, which includes agreed upon values attributable to
the contributions of certain additional PCS licenses by a Partner. The Total Mandatory Contributions
amount is required to be contributed in accordance with capital contribution schedule to be set forth ia
approved annual budgets if requested by the Holdings partnership board (or by the Chief Executive Officer
of Holdings pursuant 1o authority to be granted in cach annual budget or such other authority as may be
delegated to the Chief Executive Officer by the Holdings partnership board). The partnership board of
Holdings may request capital contributions to be made in the abseice of an approved budget or more quickly
than provided for in an approved budget, but always subject to the Total Mandatory Contributions limit. The
proposed budget for 1997 has not yet been approved by the partnership board. The Amended and Restated
Capital Contribution Agreement (the “Amended Agreement™) was executed effective October 2, 1996. The
Amended Agreement recognizes that through December 31, 1995, approximately $2.2 billion of the Total
Mandatory Contributions had been contributed to Sprint Spectrum L.P., and designates that $1.0 billion of
the balance of the Total Mandatory Contributions shall be contributed to Sprint Spectrum L.P. As of
December 31, 1996, $2.6 billion had been contributed to Sprint Spectrum. The Company’s business plan and
the financial covenants and other terms of the Secured Financing (defined below) will require such additional
equity financing prior to the end of 1998, absent a new financing source. The $1.0 billion portion of the $4.2
billion not required to be invested i, the Company may be used by Holdings to fund its other affiliate
commitments and make other wireless investments. Amounts budgeted by the Partners in future years will
determine the extent to which the commitments will actually be utilized.

In October 1996, the Company entered into a credit agreement with The Chase Manhattan Bank, as
administrative agent for a group of lenders, and various lenders for a $2.0 billion senior secured credit
facility (the “Bank Facility™). The proceeds of the Bank Facility are 1o be used to finance working capital
needs, subscriber acquisition costs, capital expenditures and other general purposes of the Company. The
Bank Facility consists of a $300 million term loan commitment and a revolving credit commitment of $1.7
billion. Of the $300 million term facility, $150 million was drawn down subsequent to closing, and the
remaining $150 million was drawn down in January, 1997. As of December 31, 1996, $45) million was
available under the revolving facility, and there were no borrowings under such facility. Availability under
the Bank Facility will increase subject to the Company meeting certain performance criteria.

Also in October 1996, the Company entered into credit agreements for up 1o an aggregate of $3.1
billion of senior secured multiple drawdown term loan facilities from two of its network infrastructure
equipment vendors. Nortel has agreed to provide up to $1.3 billion in senior secured loans, and Lucent has
agreed 1o provide up to $1.8 Lillion in senior secured loans (together the “Vendor Financing™ and together
with the Bank Facility, the “Secured Financing™). Both Nortel and Lucent have staged commitments
regarding when financing must be made available. The Company will use the proceeds from the Vendor
Financing to fund the purchase of the equipment and software manufactured by the vendors as well as
substantially all of the construction and ancillary equipment (e.g., towers, antennae, cable) required to
construct the Company's PCS network. These facilities will serve as the primary financing mechanism for
the buildout of the network.

Borrowings under the Secured Financing are secured by the Company's interest in WirelessCo,

RealtyCo and EquipmentCo and certain other personal and real property (the “Shared Lien™). The Shared
Lien equally and ratably secures the Bank Facility and the Vendor Financing. The credit facility is jointly

F-5




and severally guaranteed by WirelessCo, RealtyCo and EquipmentCo and is non-recourse to the Partners and
the Parents,

In August 1996,the Company and FinCo issued $250 million aggregate principal amount of the 11%
Senior Notes and $500 million aggregate principal amount at maturity of 12%4% Senior Discount Notes
(together, the “Notes™). The Senior Discount Notes were issued at a discount to their aggregate principal
amount at maturity and generated proceeds of approximately $273 million. Cash interest on the Senior Notes
will accrue at a rate of 11% per annum and is payable semi-annually in arrears on each February 15 and
August 15, commencing February 15, 1997. Cash interest will not accrue or be payable on the Senior
Discount Notes prior to August 15, 2001. Thereafier, cash interest on the Senior Discount Notes will accrue
at a rate of 12%4% per annum and will be payable semi-annually in arrears on 2ach February 15 and August
15, commencing February 15, 2002. FinCo was formed solely to be a co-obligor of the Notes. FinCo has
only nominal assets and no operations or revenues, and Sprint Spectrum will be responsible for payment of
the Notes. On August 15, 2001, the Company will be required to redeem an amount equal to $384.772 per
$1,000 principal amount at maturity of each Senior Discount Note then outstanding ($192 million in
aggregate principal amount at maturity, assuming all of the Senior Discount Notes remain outstanding at
such date). The proceeds of approximately $509 million from the issuance of the Notes (net of
approximately $14 million of underwriting discounts, commissions, and offering expenses) will be used to
fund capital expenditures, including the buildout of the nationwide PCS network, to fund working capital as
required, to fund operating losses and for ctuer partnership purposes. Sprint purchased, and continues to
hold, approximately $183 million principal amount at maturity of the Senior Discount Notes.

Sources of funding for the Company's further financing requirements may include additional vendor
financing, public offerings or private placements of equity and/or debt securities, commercial bank loans
and/or capital contributions from Holdings or the Partners. There can be no assurance that any additional
financing can be obtained on a timely basis and on terms acceptable to the Company and within limitations
contained in the Notes, the agreements goveming the Secured Financing and any new financing
arrangements. Failure to obtain any such financing could result in the delay or abandonment of the
Company's development and expansion plans and expenditures or the failure to meet regulatory
requirements. It also could impair the Company’s ability to meet its debt service requirements and could
have a material adverse effect on its business.

For the year period ended December 31, 1996, Sprint Spectrum used cash of $211 million in
operaling activities, which consisted of the operating loss of $439 million and the increase in inventory of
$72 million. The uses were offset, in part, by the equity in the loss of APC through August 31, 1996 and
increased payables and other accruals. Cash used in investing activities totaled $979 million, consisting of
capital expenditures and microwave relocation costs of $807 million and advances 1o APC of $172 million.

Results of Operations
For the Year Ended December 31, 1996

Sprint Spectrum incurred a loss of $439 million for the year ended December 31, 1996, which
includes equity in the loss of APC of $92 million through August 31, 1996.

The Company commenced initial commercial operations for its PCS services late in the fourth quarter
of 1996 and, as a result, has generated minimal operating revenues. The negative gross profit from
equipment sales results from the Company’s subsidy of handsets. Cost of services consists principally of




switch and cell site expenses, including site rental, utilities and access charges. Such costs are incurred prior
to service launch during the network buildout and testing phases.

Selling expenses increased from $0.1 million for the year December 31, 1995 to $38.3 million for the
year ended December 31, 1996 due to costs incurred in preparation of and during the initial commercial
service launch.  Such costs include participation with Sprint in the NFL sponsorship, development and
production expenses associated with advertisements in various media (i.e., television, radio, priss), and the
development of printed brochures to promote the Company's products and services.

General and administrative expenses increased from $64.2 million for the year ended December 31,
1995 to $274.4 million for the year ended December 31, 1996 (314% due principally to increases in salary
and related benefits, computer equipment and related expenses and professional and consulting fees. Salaries
and benefits and computer equipment and related expenses increased due to an increase in employee
headcount. Professional and consulting fees increased due to the use of consultants and other experts to
assist with the development of the Company's sophisticated information systems (including systems lo
handle customer care, billing, network management and financial and administrative services), development
and rollout of training programs for the Company’s sales force, and various other projects associated with the
development of the corporate infrastructure.

Depreciation and amortization :xpense increased from $0.2 million for the year ended December 31,
1995 to $11.3 million for the year ended December 31, 1996 as certain network equipment has been placed
in service and amortization of PCS licenses and microwave relocation costs in the launched markets

commenced .

Effective August 31, 1996, the Company's interest in APC, the existing loans to APC, and
obligations to provide additional funding to APC were transferred to Holdings pursuant to an amendment to
the APC partnership agreement. The Company retained the rights and obligations under an affiliation
agreement with APC. The consolidated financial statements for the year ended December 31, 1996, reflect
the losses allocated to the Company until the transfer to Holdings.

For the Year Ended December 31, 1995
Sprint Spectrum incurred a loss of $110 million for the year ended December 31, 1995, which

included equity in APC loss of $46 million. There was no amortization of licenses during the period as PCS
service had not been launched commercially.

From the Date of Inception to December 31, 1994
Sprint Spectrum incurred a loss of 53.3 million for the period from October 24, 1994 (date of

inception) through December 31, 1994, which consisted largely of general and administrative expenses.
There was no amortization of licenses during the period as PCS service had not been launched commercially.
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INDEPENDENT AUDITORS' REPORT

Partners of Sprint Spectrum L.P.
Kansas City, Missouri

We have audited the accompanying consolidated balance sheets of Sprint Spectrum L.P. and subsidiaries (the
“Partnership™), development stage enterprises, as of December 31, 1996 and 1995, and the related
consolidated statements of operations, changes in partners’ capital and cash flows for each of the two years
in the period ended December 31, 1996, for the period from October 24, 1994 (date of inception) to
December 31, 1994 and for the cumulative period from October 24, 1994 (dat~ of inception) to December 31,
1996. Our sudits also included the financial statement schedules listed in the In.dex at Item 14(a)(2). These
consolidated financial statements and financial statement schedules are the responsibility of the Partnership's
management. Our responsibility is to express an opinion on these consolidated financial statements and
financial statement schedules based on our sudits. We did not audit the 1996 financial statements of
American PCS, L.P. (“"APC") an investment of the Partnership's which was accounted for by use of the
equity method. The Partnership's share of APC's net loss was $92,284,000 (See note 4 to the consolidated
financial statements) which is included in the accompanying consolidated financial statements. The financial
statements of APC were audited by other auditors whose report bas been fumished to us, and our opinion,
insofar as it relates to the amounts included fc * APC, is based solely on the report of such other auditors.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the sudit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the consolidated financial statements. An sudit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall consolidated financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, based on our audits and the report of other auditors, such consolidated financial statements
present fairly, in all material respects, the consolidated financial position of Sprint Spectrum L.P. and
subsidiaries at December 31, 1996 and 1995, and the results of their operations and their cash flo'vs for the
years then ended and for the period from October 24, 1994 (date of inception) to December 31, 1494 and for
the cumulative period from October 24, 1994 (date of inception) 1o December 31, 1996, in conformity with
generally accepted accounting principles. Also, in our opinion, such financial statement schedules, when
considered in relation to the basic consolidated financial statements taken as a whole, present fairly in all
material respects the information set forth therein.

As discussed in Note | to the consolidated {inancial statements, Sprint Spectrum L.P. and its subsidiaries are
in the development stage as of December 31, 1996,

DELOITTE & TOUCHE LLP
Kansas City, Missouri
March 14, 1997
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REPORT OF INDEPENDENT ACCOUNTANTS

In our opinion, the balance sheet and the related statements of loss, of changes in partners’ capital and cash
flows (not presented separately herein) present fairly, in all material respects, the financial position of
American PCS, L.P. at December 31, 1996, and the results of its operations and its cash flows for the year
then ended, in conformity with generally accepted accounting prusciples. These financial statements are the
responsibility of the Partnership’s management; our responsibility is to express an opinion on these financial
statements in accordance with generally accepted auditing standards which require that we plan and perform
the audit to obuain reasonable assurance about whether the financial statements are free of material
misstatement. An audit include examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for the opinion expressed above.

PRICE WATERHOUSE LLP

Washington, D.C.
March 7, 1997
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SPIUNT SFECTRUM LP. AND SUBSIDLARILS

(As Resrguaized)
(A Drvelopment Stage Eaterprise)
CONSOLIDATED BALAMNCE SHEETS
(1a Thouwsands)
Decomber 31, Detzmber 31,
179 175
ASSETS
CURRENT ASSETS:
Cash and cash equivabents s FLTT T 112
Accounts rectivible, net e .
Receivable from affiliases - 14,021 M0
laventory TiAl .
Prepald expenses and ether msscts 14,2860 ([ 1]
Mote reseivable—uncongolidated partnerihip . [11]
Tow! current assets 153,99 HEL]
INVESTMENT N PCS LICENSES, net 2,112,908 2,124,554
INVESTMENT [N UNCONSOLIDATED PARTHERSHIP . 15,446
FROPERTY, PLANT AND EQUIPMENT, nst 1,400,620 I
MICROWAVE RELOCATION COSTS, net 134,802 5
OTHER ASSETS, net FEAT ) .
TOTAL ASSETS $° LW 3 d3ao4

LIABILITIES AND I ARTNERS' CAPITAL

CURRENT LIABILITIES:
Arcounts pryable
Payabie to efTillazes
Actrued sdvertising
Actretd expenses S—
Current matiritics of long-lerm debd TP i

Total current lisbilites A

LONG-TERM COMPENSATION OBLIGATION = EIHI
CONSTRUCTION OBLIGATIONS ot -
COMMITMENTS AND CONTINGENCIES

LIMITED PARTNER INTEREST IN CONSOLIDATED
SUBSIDLARY
PARTMERS' CAPITAL AND ACCUMULATED DERICIT:
Parinens” capital
Deficit sccumulated during the development slage
Totl partners’ capiesl -
TOTAL LIARILITIES AND PARTHNERS' CAPITAL

See notes 0 consel idated financial malements
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5 196,146 % 39508
5626 1591
1).936 .
45264 1914
1,049 -
166,001 45417
11,256 Lass
TI4504
3,000
6,192 .
4,000 4,000
1,767,564 1296806
(351.301) {103,736}
FETERTY] 1,183,070

5 VLI 3 3,544 340




SPRUNT SPECTRUM LP. AND SUBSIDIARIES

{As Reerganized)
(A Development Stagr Enterprise)
CONSOLIDATED STATEMENTS OF OFERATIONS
{la Thousands)
Cumulative
Period frem Peried from
October 14, 1994 Octaber 34, 1994
Year Eaded Year Eaded {date of lnceprion) {duie of lnception)
Decembar 31, December 31, 1o December J1, o December 31,
1994 1995 1#4 1994
OPERATING REVENUES:
Service 1 1 3 . - b))
Equipment 4,142 . . 4,142
Totkl OpErElag FEVEBNED s ianss 4173 . . 4,173
OFERATING EXPENSES:
Cost of service 1.5 - 1.5
Cost of equipment 4,148 . E 14,148
Selling 38343 143 - 490
General and adminbiornthve man 64,164 12 MiE0
Depreciation snd amontstion. 11,273 211 1] 11,524
Touloperstingexpenses 360,048 #.520 131 421,900
LOSS FROM OPERATIONS . (35073) {64,520) (3,311) (423,7125)
OTHER INCOME (EXPEMSE): .
Interest income 1237 260 n 1621
Interest expense (34%) - . (=7
Orcher income 1, B0 pi - 143
Equity in los of unconsolidaied partnenalp ... (F1.214) (#48,204) {130,450
Total other income (CXPERE) .o (12.692) [43.908) 4 {118.576)
NETLOSS ... T TP A B T T S - {43154%) 3 {110421) {3.300) ($52.301)

Sec noted 1o consolidased Nnancial patements
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SPRINT SPECTRUM LF, AND SUBSIDIARIES

(A Development Stage Enterprise
CONSOLIDATED STATEMENTS OF CHANGES IN PARTNERS' CAFITAL

BALANCE, October 24, 1994

(s Thousands)

Contributions of capital

Mt bota

BALANCE, December 11, 1994

Contribations of capital

et lows

BALANCE, December 31, 1995

Contributions of caplul

Net loss.

Tranafer of investment la unconsolidated partranihip to Holdings ..

Dividend 10 Holding

BALANCE, December 31, 1996

St notes 10 comolidaied Naancial susements

Partaers’ Actumalated
Capital Deficit Total
- H . s .

12,438 . 120,404

= (3o 1, 308)

129,430 (RN 120,130

2,171,368 - 217368

. {110.421) (110,429)

2,396,106 {113,736 21,070

649,309 . 669,309

. (418,389) (431,569)

(165.917) . (165,917)

(2.834) . 2.404)

1961564 3 (352301) % 221526
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A Dweyispmant Suapy Latarprisd)
CONBOLIDATLD STATEMENTS OF CASH FLOWS

ca::mmmmm
Admrmment & reconci st boss 80 el cash provided by [nsed b))
oM ACE ST
Equiry i keas of seconsslidased pormership________
Drprocisson ssd saorismce

L T DT T —
it cash provvided by (used o) cperatisg sciviten

CASH FLOWS FROM INVISTING ACTTVITIES:
Cagntal rnprarhs

Procesds on sabe of sy
Mlacroeivr plocstion e
Perciase of FCS lnvmars
Irverment in eotonsolsdaied parmership
Lo 1o wacteminedidasnd purmerihup

Lisnited partacy intereat s consalidaed sobeidiary e

INCREASE (DECRLASE) IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, Beglaning of Porked_____
CASH AND CASH EQUIVALENTS, Ead of Peried

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION:
R L T —

NOMN-CASH INVIESTING ACTIVITIES:
* The equery wicrer o o evonmslidaced parmeribig of
3163917 wws runaforred 1o Spriat Spectres Holdiag Campany
on Asgusl 31, 1796,
+ Capetal faparndtertis id maireerses ivlossnen ool of
BR0T ) o e yusr omallad Dwnassboar 11, 1994w it ol
eonstrertes oblpasons of §714.904.

See notes w contolidated Nnancial stasements

(e Thessands |
Feriad Cuomola gy Py
trem Ocwsber 14, from Oosader 34,
1994 (dasn ol 1954 (date of
[ ] incrpten) =
Yiur Lasded Docnmmbar 31, Dwcwmbear 31, Dwewmber 31,
[ [T 1o
(aur) 1 (nean 1 Qi 8 {332.381)
i 44204 . 130,00
nar 11| M T3
1o . - W
a3 11 . 1
(e (1] . {11y
(T2.414) . . (TL414)
m {1 (L] (21,7%6)
111,995 434M 14 W
L) 1484 . 1138
_ﬂ'!ﬁj'l 18,979 ) @A)
(683,884) ﬂl.‘::l (431) (Tid.100)
. v n
(131180 . . (DI
* {2,008, 138) (118,435) (134,39
s .[ul{,:’m . n:ll.ﬂh
. 172,438
5% a.m.m?' i TEEFI‘I’F
1420 - . (375 )
4) . . [+ i}
T . . mLmy)
. 1.000 . 3,000
. 1 oo . 1,000
9,500 11040 110,408 sl
A . . (32.0M4)
] i FATENTT] 135,438 XTI Y]
a1 o) 1014 o
L 1014 . .
49 i1 L 3 3014 3 L
i . 3 - ] m

F-13




SPRINT SPECTRUM L.P. AND SUBSIDIARIES
(As Reorganized)
(A Development Stage Enterprise)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION

Sprint Spectrum L.P. (the “Company™) is a limited partnership formed in Delaware on March 28, 1995, by
Sprint Spectrum Holding Company, L.P. (“Holdings™) and MinorCo, L.P. (“MinorCo™) both of which were
formed by Sprint Enterprises, L.P., TCI Spectrum Holdirgs, Inc. (formerly known as TCI Telephony
Services, Inc., as successor to TCI Network Services), Cox Telephony Partnership and Comeast Telephony
Services (together the “Partners™). The Company was formed pursuant to a reorganization of the operations
of an existing partnership, WirelessCo, L.P. (“WirelessCo™) which transferred certain operating functions to
Holdings. The Partners are subsidiaries of Sprint Corporation (“Sprint™), Tele-Communications, Inc.
(“TCI"), Comcast Corporation (“Comcast™) and Cox Communications, Inc. ("Cox", and together with Sprint,
TCI and Comcast, the “Parents”), respectively. The Company and certain other affiliated partnerships offer
services as Sprint PCS.

The Parmers of the Company have the following ownership interests as of December 31, 1996 and 1995:

Sprint Spectrum Hold ng Company, L.P. (g:m:rnl pmr] .................. greater than 55%
MinorCo, L.P. (limited partner)........... sererssssnsssasncsenese JESS than 1%

The Company is consolidated with its subsidiaries, WirelessCo, Sprint Spectrum Equipment Company, L.P.
(“EquipmentCo"™), Sprint Spectrum Realty Company, L.P. (“RealtyCo™) and Sprint Spectrum Finance
Corporation (“FinCo™). On May 15, 1996, EquipmentCo and RealtyCo were organized for the purpose of
holding PCS network-relsted real estate interests and assets. On May 20, 1996, FinCo, was also formed to be
a co-obligor of the debt obligations discussed in Note §.

Partnership Agreement - The Amended and Restated Agreement of Limited Partnership o Sprint Spectrum
L.P. (formerly MajorCo Sub, L.P.), (the “Partnership Agreement™), dated as of March 28, 1995, among
Holdings and MinorCo provides that the purpose of the Company is to engage in wireless communications
services. The Partnership Agreement provides for the governance and administration of parmership
business, allocation of profits and losses (including provisions for special and curative allocations), tax
allocations, transactions with partners, disposition of partmership interests and other matters.

The Partnership Agreement generally provides for the allocation of profits and losses first to the general
partner (Holdings) and secondly to the limited partner (MinorCo), after giving effect to special allocations.
After special allocations, profits are allocated first to the general partner to the extent of cumulative net
losses previously allocated. Secondly, the limited partner is allocated profits to the extent of cumulative net
losses previously allocated and then up to the cumulative Preferred Return, as defined in the agreement. The
general partner is allocated all remaining profits. Losses are allocated, after considering special allocations,
to the gencral partner until its capital sccount is zero and secondly to the limited partner to the extent of its
capital account balance. Any remaining losses arc allocated to the general partner.

The limited partner interest of MinorCo in WirelessCo is reflected as a minority interest. Pursuant to the
Amended and Restated Agreement of Limited Partnership of WirelessCo (“WirelessCo Agreement™),

F-14




MinorCo has not been allocated any losses incurred by WirelessCo. The WirelessCo Agreement stipulates
that all losses are to be allocated to Sprint Spectrum L.P., the general parmer, until the general partner’s
capital account is depleted.

Pariner Capital Commiiments - The Holdings parmership agreement provides for a planned capital amount
to be contributed by the Partners (“Total Mandatory Contributions™), which represenats the sum of $4.2
billion, which includes agreed upon values attributable to the contributions of certain additional PCS
licenses. The Total Mandatory Contributions amount is required to be contributed in accordance with capital
contribution schedules to be set forth in approved annual budgets if requested by the Holdings parnership
board (or by the Chief Executive Officer of Holdings pursuant to authority to be granted in each annual
budget or such other suthority as may be delegated to the Chicf Executive Officer by the Holding partnership
board). The partnership board of Holdings may request capital contributions to be made in the absence of an
approved budget or more quickly than provided for in an approved budget, but always subject to the Total
Mandatory Contributions limit. The proposed budget for 1997 has not yet been approved by the partnership
board. The Amended and Restated Capital Contribution Agreement (the “Amended Agreement"™) was
executed effective October 2, 1996, between the Parents and the Company. The Amended Agreement
recognizes that through December 31, 1995, approximately $2.2 billion of the planned capital amount to be
contributed by the Partners had been contributed to Sprint Spectrum L.P., and designates that $1.0 billion of
the balance of the Total Mandatory Contributions shall be contributed to Sprint Spectrum L.P, At December
31, 1996, approximately $2.€ billion of the total capital commitment had been contributed to the Company
and approximately $0.4 billion had been contributed to APC.

Development Stage Company - The Company and its subsidiaries are development stage enterprises. The
success of the Company's development is dependent on a number of business factors, including securing
financing to complete network construction and fund initial operations, successfully deploying the PCS
network and attaining profitable levels of market demand for Company products and services.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - Prior 10 July 1, 1996, substantially all wireless operations of the Coinpany and
subsidiaries and Holdings and subsidiaries were conducted at Holdings and subst intially all operating assets
and liabilities, with the exception of the interest in an unconsolidated subsidiary and the ownership interest in
PCS licenses, were held at Holdings. As of July 1, 1996, Holdings transferred these net assets, and assigned
agreements related to the wireless operations to which it was a party to Sprint Spectrum L.P., EquipmentCo
and RealtyCo (the “Reorganization™).

For purposes of these consolidated financial statements, these transactions have been treated as transactions
between entities under common control and accounted for in a manner similar to a pooling of interest (“As
Reorganized™). The Company, as used in these financial statements, includes the pooled operations of
Holdings through June 30, 1996,

Accordingly, for periods prior to July 1, 1996, Sprint Spectrum L P.'s historical financial statements have
been restated to reflect those operations of Holdings that were transferred on July 1, 1996 on a pooled basis.
Information with respect to the financial position and results of operations of the separate operations pooled
herein is as follows (in thousands):
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Sprint
Spectum LP,  Holdings  Combined
Totul Assets

December 31, 1995 e $ 2211918 52244343 § 2,244,343

June 30, 1996 - 2,268,805 2,561,328 2,561,328
Partners’ Capital & Accumulated Deficit '

December 31, 1995 e smmssinmssssissssssssssaserinses 2,201,704 2,178,069 2,183,070

June 30, 1996 2,258,426 2469529 2472384
Net Loss

December 31, 1995 ..ovvsuvemssseassmsssssssessen e (49,531) (110,429)  (110,428)

T008 S0 TODE ciiiicsiisisicasiiissuiisisiveiinioos (81,278) (158,195)  (158,195)

Trademark Agreement - Sprint® is a registered trademark of Sprint Communications Company, L.P. and is
licensed 1o the Company on a royalty-free basis pursuant to a trademark license agreement between the

Company and Sprint.

Revenue Recognition - ( perating revenues for PCS services are recognized as service is rend -ed.
Operating revenues for equipment sales are recognized at the time the equipment is sold to a customer or an
unaffiliated agent.

Cash and Cash Equivalents - The Company considers all highly liquid instruments with original maturities
of three months or less to be cash equivalents. Under the Company's cash management sysiem, checks
issued but not presented to banks frequently result in overdraft balances for accounting purposes and are
included in Accounts payable in the consolidated balance sheets.

Accounts Receivable - Accounts receivable are net of an allowance for doubtful accounts of approximately
$202,000 at December 31, 1996. No allowance was recorded for the year ended December 31, 1995,

Inventory - Inventory consists of wireless communication equipment (primas ily handsets). Inventory is
stated at the lower of cost or replacement cost. Gains and losses on the sales of handsets are recognized at

the time of sale.

FProperty, Plant and Equipment - Property, plant and equipment are stated at cost. Construction work in
progress represents costs incurred to design and construct the PCS network. Repair and maintenance costs
are charged to expense as incurred. When network equipment is retired, or otherwise diipmed of, its book
value, net of salvage, is charged to sccumulated depreciation. When non-network equipment is sold, retired
or abandoned, the cost and accumulated deprumhﬁmmnwed from the accounts and any gain or loss is
recognized. Property, plant and equipment are depreciated using the straight-line method based on estimated
useful lives of the assets. Depreciable lives range from 3 to 20 years.

Investment in PCS Licenses and Other Intangibles - During 1994 and 1995, the Federal Communications
Commission (“FCC") auctioned PCS licenses in specific geographic service areas. The FCC grants licenses
for terms of up to ten years, and generally grants renewals if the licensee has complied with its license
obligations, The Company believes it has and will continue to meet all requirements necessary to secure
renewal of its PCS licenses. The Company has also incurred costs associsted with microwave relocation in
the construction of the PCS network. Amortization of PCS licenses and microwave relocation costs will
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commence as each service area becomes operational, over estimated useful lives of 40 years. Amortization
expense for PCS licenses and microwave relocation costs of spproximately 51,711,000 is included in
Depreclation and amortization expense in the consolidated statement of operations for the year ended
December 31, 1996. No amortization expense was recorded in 1995, or in the perind from October 24, 1994
(date of inception) to December 31, 1994, Interest expense capitalized pertaining to the acquisition of the
PCS licenses has been included in Property, plant and equipment.

The ongoing value and remaining useful life of intangible assets are subject to periodic evaluation. The
Company currently expects the carrying amounts to be fully recoverable. Impairments of intangibles and
long-lived assets are assessed based on an undiscounted cash flow methodology.

Caplialized Interest - Interest costs associated with the construction of capital assets incurred during the
period of construction are capitalized. The total capitalize § in 1996 was approximately $30,461,000. There
were no amounts capitalized in 1995 or 1994,

Debt Issuance Costs - Included in Other assets are costs associated with obtaining financing. Such costs are
capitalized and amortized to interest expense over the term of the related debt instruments using the effective
interest method. Amortization expense for the year ended December 31, 1996 was approximately
51,944,000.

Major Customer - The Company markets its products through multiple distribution channels, including
Company-owned retail stores and third-party retail outlets. Sales to one third-pasty retail customer exceeded
10% of Equipment revenue L1 the consolidated statement of operations for the year ended December 31,
1996.

Income Taxes - The Company has not provided for federal or state income taxes since such taxes are the
responsibility of the individual Partners.

Financial Instruments - The carrying value of the Company's short-term financial instruments, including
cash and cash equivalents, receivables from customers and affiliates and accounts payable approximates fair
value. The fair value of the Company's long-term debt is based on quoted market prices for the same issues
or current rates offered to the Company for similar debt. A summary of the fair value of the Company's
long-term debt at December 31, 1996 is included in Note 5.

Use of Estimates - The preparation of financial statements in conformity with generally accepied accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
reporied amounts of revenues and expenses during the reporting period, Actual results could differ from
those estimates.

Reclassifications - Certain reclassifications have been made to the 1995 and 1994 financial statements to
conform with the 1996 financial statement presentation.
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3. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consist of the following at December 31, 1996 and 1995 (in thousands):

1226 1995
Land 3 905 % -
Buildings and leasehold improvements 86,467 -
Office furniture and fixtures 68,210 2,902
Network equipment 255,691 .
Telecommunications plant - construction work in progress 1,006,990 29,200
1,418,263 32,102
Less accumulated depreciation (9,583) (205)

§ 1408680 S 31,897

4. INVESTMENT IN UNCONSOLIDATED PARTNERSHIP

American PCS,L.P. - On January 9, 1995, the Company acquired a 49% limited partnership interest in
American PCS, L.P, ("APC"). A :rican Personal Communications 11, L.P. (“APC 11") holds a 51% interest
in APC and is the general managing partner. The investment in APC is accounted for under the equity
method. Concurrently with the execution of the partnership agreement, the Company entered into an
affilistion agreement with APC which provides for the reimbursement of certain allocable costs and payment
of affiliate fees. Effective August 31, 1996, the Company's interest in APC, the existirg loans to APC, and
obligations to provide additional funding to APC were transferred to Holdings pursuant to an amendment to
the Partnership agreement. The Company retained the rights and obligations under the affiliation agreement
with APC. Summarized financial information is as follows (in thousands):

August 31, December 31,

1996 i 1993
TOLRY BESBIS. ...t sesscssresrsssssasas sasnssssamssssesessares $292,069 §$237,326
Total labilities.. e ceiecimieeiinss e siseeeessisseanns 341,576 171,180
TOLR) PEVROUEE. ..o sissivsmirassisiveconsssiibisiasrisrsmisasss s 40,921 5,153
Net loss ....... i 123,601 51,551

The partnership agreement, prior 1o amendment, between the Company and APC Il specifies that losses are
allocated based on capitai contributions and certain other factors. Under the equity method, the Cempany
recognized the majority of the partnership losses in its financial statements until the transfer to Holdings
based on its capital contributions and the underlying commitments to provide initial funding.

In January 1997, Holdings and APC Il amended the APC partnership agreement with respect to the
allocation of profits and losses. For financial reporting purposes, profits and losses are to be allocated in
proportion to Holdings’ and APC II's respective partnership interests, except for costs related to stock
appreciation rights and interest expense attributable to FCC interest payments which shall be allocated
entirely to APC II. The change in methodology of allocating profits and losses was made effective to
January |, 1996 and retroactively applied. The retroactive adjustment for the year ended December 31, 1996

was recognized by Holdings.
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The unamortized excess ofthe Company's investment over its equity in the underlying net assets of APC at
the date of acquisition was approximately $10,139,000. The excess investment amount has been eliminated
as a result of the recognition of the Company's equity in APC's losses. Amortization included in equity in
loss of unconsolidated partnership prior to such elimination totaled approximately $128,000 for the period
ended August 31, 1996 and $240,000 for the year ended December 31, 1995,

5. LONG-TERM DEBT AND BORROWING ARRANGEMENTS
The long-term debt of the Company as of December 31, 1996 iz summarized as follows (in thousands):

11% Senior Notes due in 2006 s 250,000
12 %% Senior Discount Notes due in 2006, net of unamortized

discount of $214,501 285,499
Credit facility — term loan 150,000
Note payable to affiliate due in 1997 : 5,000
Other 742
Total debt 691,241
Less current maturities 5,049
Long-term debt s 686,192

Senior Notes and Senior Discount Notes - In August 1996, Sprint Spectrum L.P. and Sprint Spectrum
Finance Corporation (together, the “Issuers”) issued $250 million aggregate principal amount of 11% Senior
Notes due 2006 (“the Senior Notes™), and $500 million aggregate principal amount at maturity of 12%%
Senior Discount Notes due 2006 (the “Senior Discount Notes” and, together with the Senior Notes, the
“Notes"). The Senior Discount Notes were issued at a discount to their aggregate principal amount at
maturity and generated proceeds of approximately $273 million. Cash interest on the Ser ior Notes will
accrue at a rate of 11% per annum and is payable semi-annually in arrears on each February 15 and August
15, commencing February 15, 1997. Cash interest will not accrue or be payable on the Senior Discount
Notes prior to August 15, 2001, Thereafier, cash interest on the Senior Discount Notes will accrue at a rate
of 12%% per annum and will be payable semi-annually in arrears on each February 15 and August 15,
commencing February 15, 2002.

On August 15, 2001, the Issuers will be required to redeem an amount equal to $384,772 per $1,000 principal
amount at maturity of each Senior Discount Note then outstanding (5192 million in aggregate principal
amount at maturity, assuming all of the Senior Discount Notes remain outstanding at such date).

The Notes are redeemable at the option of the Issuers, in whole or in part, at any time on or afier August 15,
2001 at the redemption prices set forth below, respectively, plus accrued and unpaid interest, if any, 1o the
redemption date, if redeemed during the 12 month period beginning on August 15 of the years indicated
below:




Senior Discount

Seanlor Notes Notes

Redemption  Redemption
Year Price Price
2001 105.500% 110.000%
2002 103.667% 106.500%
2003 101.833% 103.250%
2004 and thereafter 100.000% 100.000%

In addition, prior to August 15, 1999, the Issuers may redeem up to 35% of the originally issued principal
amount of the Notes. The redemption price of the Senior Note:: is equal to 111.0% of the principal amount
of the Senior Notes o redeemed, plus accrued and unpaid interest, if any, to the redemption date with the net
proceeds of one or more public equity offerings, provided that at least 65% of the originally issued principal
amount of Senior Notes would remain outstanding immediately after giving effect to such redemption. The
redemption price of the Senior Discount Notes is equal to 112.5% of the accreted value at the redemption
date of the Senior Discount Notes so redeemed, with the net proceeds of one or more public equity offerings,
provided that at least 65% of the originally issued principal amount at maturity of the Senior Discount Notes
would remain outstanding immediately afier giving effect to such redemption.

The Notes contain certain restri tive covenants, including (among other requirements) limitations on
additional indebtedness, limitations on restricted payments, limitations on liens, and limitations on dividends
and other payment restrictions affecting restricted subsidiaries.

Bank Credis Facility - The Company entered into an agreement with The Chase Manhartan Bank (“Chase”)
as agent for a group of lenders for a 52 billion bank credit facility dated October 2, 1996. The proceeds of
this facility are to be used to finance working capital needs, subscriber acquisition costs, capital expenditures
and other general Company purposes.

The facility consists of a revolving credit commitment of $1.7 billion and a $300 million term loan
commitment, $150 million of which was drawn down subsequent to closing and $150 million or which was
to be drawn within 90 days after closing. The amount available under the revolving ¢ edit facility was $450
million on December 31, 1996. There were no borrowings under the revolving credit facility as of December
31, 1996. The availability will be increased upon the achievement of certain financial and operating
conditions as defined in the agreement. Commitment fees for the revolving portion of the agreement are
payable quarterly based on average unused revolving commitments.

The revolving credit commitment expires July 13, 2005, Availability will be reduced in quarterly
installments ranging from $75 million to $175 million commencing January 2002, Further reductions may
be required after January 1, 2000, to the extent that the Company meets certain financial conditions.
Subsequent to December 31, 1996, the Company borrowed $200 million under the revolving credit facility.

The term loans are due in sixteen consecutive quarterly installments beginning January 2002 in aggregate

principal amounts of $125,000 for each of the first fifieen payments with the remaining aggregate
outstanding principal amount of the term loans due as the last installment.
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I
Interest on the term loans and/or the revolving credit loans is at the applicable LIBOR rate plus 2.5%
(“Eurcdollar Loans™), or the greater of the prime rate or 0.5% plus the Federal Funds effective rate, plus
1.5% (“ABR Loans"), at the Company's option. The interest rate may be adjusted downward for
improvements in the bond rating and/or leverage ratios. Interest on ABR Loans and Eurodollar Loans with
interest period terms in excess of 3 months is payable quarterly. Interest on Eurodollar Loans with interest
period terms of less than 3 months is payable on the last day of the interest period. As of December 31,
1996, the interest rate on the first $150 million term loan was 8.19%.

Borrowings under the Bank Credit Facility are secured by the Company's interests in WirelessCo, RealtyCo
and EquipmentCo and certain other personal and real property (the “Shared Lien™). The Shared Lien equally
and ratably secures the Bank Credit Facility, the Vendor Financing (Note 6) and certain other indebtedness
of the Company. The credit facility is jointly and severally guaranteed by WirelessCo, RealryCo and
EquipmentCo and is non-recourse to the Parents and the Partners.

The Bank Credit Facility agreement and the Vendor Financing agreements contain certain restrictive
financial and operating covenants, including (among other requirements) maximum debt ratios (including
debt to total capitalization), limitations on capital expenditures, limitations on additional indebtedness and
limitations on dividends and other payment restrictions affecting certain restricted subsidiaries. The loss of
the right to use the Sprint tradem wrk, the termination or non-renewal of any FCC license that reduces
population coverage below specified limits, or changes in controlling interest in the Company, as defined,
among other provisions, constitute events of default.

Note payable to affiliate - As of December 31, 1996, the Company had a note payablz of $5 million, bearing
interest at 6.5% and payable on July 31, 1997, due to an affiliated entity, NewTelco, L.P.

The estimated fair value of the Company's long-term debt at December 31, 1996 is as follows (in thousands):

Carrying Estimated

Amount Fair \'llut_
11% Senior Notes 5 250,000 § 270,625
12 %% Senior Discount Notes 285,499 337,950
Credit facility — term loan 150,000 151,343

At December 31, 1996, scheduled maturities of long-term debt during each of the next five years are as
fnllm (in thousands):

1997 5 5049
1998 34
1999 60
2000 66
2001 192,459
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6. COMMITMENTS AND CONTINGENCIES

Operating Leases - Minimum rental commitments as of December 31, 1996, for all noncancelable operating
leases, consisting principally of leases for cell and switch sites and office space, are as follows (in
thousands):

1997 § 68616
1998 61,186
1999 57,407
2000 38,35€
2001 13,468

Gross rental expense for cell and switch sites aggregated approximatzly 513,097,000 for the year ended
December 31, 1996, Gross rental expense for office space approximated $11,432,000, $687,000 and
$105,000 for the years ended December 31, 1996 and December 31, 1995, and for the period October 24,
1994 (date of inception) to December 31, 1994, respectively. Certain leases contain renewal options that
may be exercised from time to time and are excluded from the above amounts.

Procurement Contracts - On January 31, 1996, the Company entered into procurement and services
contracts with AT&T Corp. (subsequently assigned to Lucent Technologies, Inc., “Lucent”) and Northern
Telecom, Inc. (“Nortel” and togeth r with Lucent, the “Vendors") for the engineering and construction of a
PCS network. Each contract provides for an initial term of ten years with renewals for additional one-year
periods. The Vendors must achieve substantial completion of the PCS network within an established time
frame and in accordance with criteria specified in the procurement contracts. Pricing for the initial
equipment, software and engineering services has been established in the procurement contracts. The
procurement contracts provide for payment terms based on delivery dates, substantial completion dates, and
final acceptance dates. In the evant of delay in the completion of the PCS network, the procurement
contracts provide for certain amounts to be paid to the Company by the Vendors. The minimum
commitments for the initial term are $0.8 billion and $1.0 billion from Lucent and Nortel, respectively,
which include, but are not limited to, all equipment required for the establishment and installation of the PCS
network.

Handset Purchase Agreements - In June, 1996, the Company entered into a three-year purchase and supply
agreement with a vendor for the purchase of handsets and other equipment totaling approximately $500
million. During 1996, the Company purchased $85 million under the agreement. The total purchase
commitment must be satisfied by April 30, 1998,

In September, 1996, the Company entered into a second three-year purchase and supply agreement for the
purchase of handsets and other equipment totaling more than $600 million. Purchases under the second
agreement will commence on or after April 1, 1997, and the total purchase commitment must be satisfied

during the three-year period afier the initial handset purchase.

Vendor Financing - As of October 2, 1996, the Company entered into financing agreements with Nortel and
Lucent for multiple drawdown term loan facilities totaling $1.3 billion and $1.8 billion, respectively. The
proceeds of such facilities are to be used to finance the purchase of goods and services provided by the
Vendors.

Nortel has committed to provide financing in two phases. During the first phase, Nortel will finance up to
$800 million. Onece the full 3800 million has been utilized and the Company obtains additional equity
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commitments and/or subordinated unsecured loans of at least $400 million and achieves certain operating
conditions, Nortel will finance up to an additional $500 million. The amount available under the Nortel
facility was $1.3 billion on December 31, 1996. In addition, the Company will be obligated to pay
origination fees on the date of the initial draw down loan under the first and second phases. The Nortel
agreement terminates on the earliest of (a) the date the availability under the commitments is reduced to zero,
(b) December 31, 2000, or () March 31, 1997 if no borrowings under the agreements have been drawn.

Lucent has committed to financing up to $1.5 billion through December 31, 1997, and up to an aggregate of
$1.8 billion thereafter. The Company pays a facility fee on the daily amount of loans outstanding under the
agreement, payable quarterly. The Lucent agreement terminates June 30, 2001. Subsequent to December 31,
1996, the Company borrowed approximately $274 million under the Lucent facility.

Certain amounts included under Construction Obligations on th: consolidated balance sheet may be financed
under the Vendor Financing agreements.

The principal amounts of the loans drawn under both the Nortel and Lucent agreements are due in twenty
consecutive quarterly installments, commencing on the date which is thirty-nine months after the last day of
such “Borrowing Year” (defined in the agreements as any one of the five consecutive 12-month periods
following the date of the initial drawdown of the loan). The aggregate amount due each year is equal to
percentages ranging from 10% to 30% multiplied by the total principal amount of loans during each

Borrowing Year.

The agreements provide two borrowing rate options. During the first phase of the Nortel agreement and
throughout the term of the Lucent agreement “ABR Loans”™ bear interest at the greater of the pnme rate or
0.5% plus the Federal Funds effective rate, plus 2%. “Eurcdollar Loans™ bear interest at the London
interbank (LTBOR) rate (any one of the 30-, 60- or 90-day rates, at the discretion of the Company), plus 3%.
During the second phase of the Nortel agreement, ABR Loans bear interest at the greater of the prime rate or
0.5% plus the Federal Funds effective rate, plus 1.5%; and Eurodollar loans bear interest at the LIBOR rate
plus 2.5%. Interest from the date of each loan through one year afier the last day of the Borrowing Year is
added to the principal amount of each loan. Thereafier, interest is payable quarterly.

Borrowings under the Vendor Financing are secured by the Shared Lien (Note 5). The Vendor Financing is
jointly and severally guaranteed by WirelessCo, RealtyCo and EquipmentCo and is non -recourse to the
Parents and the Partners.

Service Agreement - The Company has entered into an agreement with a vendor to provide PCS call record
and retention services. Monthly rates per subscriber are variable based on overall subscriber volume. If
subscriber fees are less than specified annual minimum charges, the Company will be obligated to pay the
difference between the amounts paid for processing fees and the annual minimum. Annual minimums range
from $20 million to $60 million through 2001.

The agreement extends through December 31, 2001, with two automatic, two-year renewal periods, unless

terminated by the Company. The company may terminate the agreement prior to the expiration date, but
would be subject to specified termination penalties.

F-231




7. EMPLOYEE BENEFITS

Employees performing services for the Company were employed by Sprint Corporation through
December 31, 1995. Amounts paid to Sprint Corporation relating to pension expense and employer
contributions to the Sprint Corporation 401(k) plan for these employees approximated $323,000 in 1995. No
expense was incurred through December 31, 1994,

The Company maintains short-term and long-term incentive plans. All salaried employees are eligible for
the short-term incentive plan commencing at date of hire. Short-term incentive compensation is based on
incentive targets established for each position based on the Company's overall compensation strategy.
Targets contain both an objective Company component and a persocal objective component. Charges to
operations for the short-term plan approximated $12,332,000 and $3 491,000 for the years ended December
31, 1996 and 1995, respectively. No expense was incurred through December 31, 1994,

Long-term Compensation Plan - Effective July 1, 1996, a long-term compensation plan was adopted.
Employees meeting certain eligibility requirements are considered to be participants in the plan. Participants
will receive 100% of the pre-established targets for the period from July 1, 1995 to June 30, 1996 (the
“Introductory Term"). Participants may elect a payout of the amount due or convert 50% or 100% of the
award to appreciation units. Unless converted to appreciation units, payment for the Introductory Term will
be made in the third quarter of 1998. Appreciation units vest 25% per year commencing on the second
anniversary of the date of grant. Participants have until March 15, 1997 to make payout or conversion
elections. For the years ended Deceml 21 31, 1996 and 1995, $9.5 million and $1.9 million, respectively, has
been expensed. The ultimate liability will be based on actual payout vs. conversion elections and the final
results of an independent valuation of the Company as of June 30, 1997. The Company has applied APB
Opinion No. 25, “Accounting for Stock Issued to Employees” for 1996, No significant difference would
have resulted if SFAS No. 123, “Accounting for Stock-Based Compensation™ had been applied.

Savings Plan - Effective January, 1996, the Company established a savings and retirement program (the
“Savings Plan") for certain employees, which is intended to qualify under Section 401(k) of the Internal
Revenue Code. Most permanent full-time, and certain part-time, employees are eligible to become
participants in the plan after one year of service or upon reaching age 35, whichever occurs first. Participants
make contributions to a basic before tax account and supplemental before tax account. The maximum
contribution for any participant for any year is 16% of such participant’s compensation. For each eligible
employee who elects to participate in the Savings Plan and makes a contribution to the basic before tax
account, the Company makes 2 matching contribution. The matching contributions equal 50% of the amount
of the basic before tax contribution of each participant up to the first 6% that the employee elects to
contribute. Contributions to the Savings Plan are invested, at the participants discretion, in several
designated investment funds. Distributions from the Savings Plan generally will be made only upon
retirement or other termination of employment, unless deferred by the participant. Expense under the
Savings Plan approximated $1,125,000 in 1996.

Profit Sharing (Retirement) Plan - Effective January, 1996, the Company established a profit sharing plan
for its employees. Employees are eligible to participate in the plan after completing one year of service.
Profit sharing contributions are based on the compensation, age, and years of service of the employee. Profit
sharing contributions are deposited into individual accounts of the Company’s 401(k) plan. Vesting occurs
once a participant completes five years of service. For the year ended December 31, 1996, expense under the
profit sharing plan approximated $726,000.
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8. RELATED PARTY TRANSACTIONS

Business Services - The Company reimburses Sprint Corporation for certain accounting and data processing
services, for participation in certain advertising contracts, for certain cash payments made by Sprint
Corporation on behalf of the Company and other management services. The Company is allocated the costs
of such services based on direct usage. Allocated expenses of approximately $11,900,000 and 52,646,000
are included in Selling and General and administrative expense in the consolidated statement of cperations
for 1996 and 1995, respectively. No reimbursement was made through December 31, 1994,

Cox Communications PCS, L P. - On December 31, 1996, Holdings rcquired a 49% limited partner interest
in Cox Communications PCS, L.P. (“Cox PCS"™). Concurrent with the execution of this partmership
agreement, the Company entered into an affiliation agreement with Cox PCS which provides for the
reimbursement of certain allocable costs and payment of affiliate fees. For the year ended December 31,
1996, allocable costs of approximately $7,339,000 are included in the related operating expense captions in
the accompanying consolidated statement of operations and in receivables from affiliates in the consolidated
balance sheet. In addition, the Company purchases certain equipment, such as handsets, on behalf of Cox
PCS. Receivables from affiliates for handsets and related equipment were approximately $6 million at
December 31, 1996,

Paging Services - In 1996, the Company commenced paging services pursuant to agreements with Paging
Network Equipment Company (“PageNet") and Sprint Communications Company, L.P. (“Sprint
Communications”™). For the year ended December 31, 1996, Sprint Communications received agency fees of
approximately $4.9 million.

9. Quarterly Financial Data (Unaudited)

Summarized quarterly financial data for 1996 and 1995 is as follows (in thousands):

1996 Eirst sSecond Third Founh
Operating revenues .......cvivvees. . 3 - § - 5 - 5 4,175
Operating expenses...................... 30,978 46,897 87,135 195,038
BUEL JORE 1 ciniinimttimtienrrrisersss 67,425 90,770 94,487 185,883

1923
Operaling revenues .........uemsseres 5 - 3 - 5 - b .
Operating e:p:mu 3,655 4,589 11,844 46,463
Net loss .. 6,789 9,718 19,488 74,431

F-25




INDEPENDENT AUDITORS' REPORT

Board of Directors of Sprint Spectruin Finance Corporation
Kansas City, Missouri

We have audited the accompanying balance sheets of Sprint Spectrum Finance Corporation (a wholly-owned
subsidiary of Sprint Spectrum L.P.), as of December 31, 1996 and May 21, 1996 (date of inception) and the
related statement of operations, stockholder’s equity and cash flows for the period from inception (May 21,
1996) 1o December 31, 1975. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the consolidated financial statements. An audit also includes
assessing the accounting principles used and iignificant estimates made by management, as well &z
cvaluating the overall consolidated financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such balance sheets presents fairly, in all material respects, the financial position of Sprint
Spectrum Finance Corporation as of December 31, 1996 and May 21, 1996 and the results of its operations
and its cash flows for the period from inception (May 21, 1996) to December 31, 1996 in conformity with
generally accepted accounting principles.

DELOITTE & TOUCHE LLP
Kansas Ciry, Missouri
March 14, 1997
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SPRINT SPECTRUM FINANCE CORPORATION
(A wholly-owned subsidiary of Sprint Spectrum L.P.)

BALANCE SHEETS
December 31, May 21,
1996 1996
(Inception)
ASSETS
Receivable from parent ......cccnninnssenissssssssssssssssssianns s 100 § 100
TOTAL ASSETS a9 100 § 100
STOCKHOLDER'S EQUITY

Common stock, $1.00 par value; 1,000 shares authorized;

100 shares issued and outstanding ......ccvcuervimcivnsinernns 3 100 § 100
TOTAL STOCKHOLDER'SEQUITY ..o 100 § 100

See notes to financial statements
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SPRINT SFECTRUM FINANCE CORPORATION
(A wholly-owned subsidiary of Sprint Spectrum L.P.)

STATEMENT OF OPERATIONS
Period from
May 21, 1996
(date of ioception)
to December 31,
1996
Operating REVEDDES .........coiiirsenssrecnressaassssssereasssssns 1 -
Operating Expenses. . .
N LOBE i i issssssstsissas i s -

See notes to financial statements
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SPRINT SPECTRUM FINANCE CORPORATION

(A wholly-owned subsidiary of Sprint Spectrum L.P.)
STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

Common Stock
Shares Dollars
BALANCE, May 21, 1996 g 100 S 100
BALANCE, December 31, 1996.......cccccoinnsen 100 5 100

See notes to financial statements
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SPRINT SPECTRUM FINANCE CORPORATION
(A wholly-owned subsidiary of Sprint Spectrum L.P.)
STATEMENT OF CASH FLOWS

From
date of inception
to December 31,
1996
CASH FLOWS FROM OPERATING ACTIVITIES:
Adjustments to reconcile net income to net cash used in operating
activities;
Net income — . .
Changes in assets and liabilities:
RACIVEDIIE o crviisinmmsssonmvismsioniisssiitsm s oot (100)
Net cash used in operating activities it (100)
CASH FLOWS FROM FINANCING ACTIVITIES:
Issuance of common St0cK..c.cccvcucunc v A AR 100
Net cash provided by ﬁnm:..:g .H‘I]\"Iﬁﬂ..m.,...... RIS IEENSS, 100
INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS......... " .
CASH AND CASH EQUIVALENTS, Begioning of Period...................
CASH AND CASH EQUIVALENTS, End of Perod.........cccccoovvveneeee. -

See notes to financial statements




SPRINT SFECTRUM FINANCE CORPORATION

(A wholly-owned subsidiary of Sprint Spectrum L.P.)
NOTES TO FINANCIAL STATEMENTS

1. ORGANIZATION

Sprint Spectrum Finance Corporation (“FinCo™), a Delaware corporation, was formed on May 21,
1996 and is a wholly-owned subsidiary of Sprint Spectrum L.P. (the “Parmership”). FinCo was formed 1o be
a co-obligor of the debt obligations discussed in Note 2.

The Partnership contributed $100 to FinCo on May 21, 1996 in exchange for 100 shares of common
stock.

2. SENIOR NOTES AND SENIOR DISCOUNT NOTES

In August 1996, the Partnership and FinCo (together, the “Issuers™) issued $250 million aggregate
principal amount of 11% Senior Notes due 2006 (the “Senior Notes™), and $500 million aggregate principal
amount at maturity of 12%% Senlor Discount Notes due 2006 (the “Senior Discount Notes™ and, together
with the Senior Notes, the “Notes™). T se Senior Discount Notes were issued at a discount to their aggregate
principal amount at maturity and generated proceeds of approximately $273 million. Cash interest on the
Senior Notes will accrue at a rate of 11% per annum and is payable semi-annually in arrears on each
February 15 and August 15, commencing February 15, 1997, Cash interest will not accrue or be payable on
the Senior Discount Notes prior to August 15, 2001. Thereafier, cash interest on the Senior Discount Notes
will accrue at a rate of 12V4% per annum and will be payable semi-annually in arrears on each February 15
and August 15, commencing February 15, 2002.

On August 15, 2001, the Issuers will be required to redeem an amount equal to $384.772 per $1,000 principal
amount at maturity of each Senior Discount Note then outstanding ($192 million in aggregate principal
amount at maturity, assuming all of the Senior Discount Notes remain outstanding at such date).

The Notes are redeemable at the option of the Issuers, in whole or in part, at any time on or after August 15,
2001 at the redemption prices set forth below, respectively, plus accrued and unpaid inte 'est, if any, to the
redemption date, if redeemed during the 12 month period beginning on August 15 of the years indicated
below:

Senior Discount
Senlor Notes Notes
Redemption  Redemption
Year Price Price
2001 105.500% 110.000%
2002 103.667% 106.500%
2003 101.833% 103.250%
2004 and thereafier 100.000% 100.000%

In addition, prior to August 15, 1999, the Issuers may redeem up to 35% of the originally issued principal
amount of the Notes. The redemption price of the Senior Notes is equal to 111.0% of the principal amount
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of the Senior Notes so redeemed, plus accrued and unpaid interest, if any, to the redemption date with the net
proceeds of one or more public equity offerings, provided that at least 65% of the originally issued principal
amount of Senior Notes would remain outstanding immediately after giving effect to such redemption. The
redemption price of the Senior Discount Notes is equal to 112.5% of the accreted value at the redemption
date of the Senior Discount Notes so redeemed, with the net proceeds of one or more public equity offerings,
provided that at least 65% of the originally issued principal amount at maturity of the Senior Discount Notes
would remain outstanding immediately after giving effect to such redemption.

The Notes contain certain restrictive covenants, including (among other requirements) limitations on
additional indebtedness, limitations on restricted payments, limitations on liens, and limitations on dividends
and other payment restrictions affecting restricted subsidiaries.
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