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Before the
STATE OF FLORIDA S
PUBLIC SERVICE COMMISSION 2D -
Application of )
Sprint Spectrum L.P. )
for a Authority to Provide ) DockﬂHo.ﬂa-,r; -7Z
Resold Long Distance Services )
Within the State of Florida )

PETITION FOR WAIVER OF BOND REQUIREMENT

Sprint Spectrum L.P. ("Sprint Spectrum®), by its attorneys, hereby petitions the
Florida Public Service Commission ("FPSC") for waiver of the bond requirement for
interexchange carriers requiring deposits from customers for amounts greater thau 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,
ACK
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APP —__gver the long term and to assure that all prepaid amounts will be fulfilled and deposits will
CAF

Sprint Spectrum has more than ample financial resources to start-up and sustain operations

be reimbursed during the normal course of business. Thus, Sprint Spectrum believes that

cry b
CTR —grant of its petition for waiver is warranted.
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1. Sprint Spectrum’s Capitalizatios, Financial Commitments and Projected Income
for Florida Operations Demonstrate that a Walver Should Be Granted

As described in the Application, Sprint Spectrum seeks authority to provide resold
long distance services o the wireless Personal Communicaticns Services ("PCS") customers
of WirelessCo, 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 ownership in the partnership ultimately is held by Sprint Corporaticn
("Sprint™), Telecommunications, Inc. ("TCI"), Cox Communications, Inc. ("Cox") and

Comcast Corporation ("Comcast”, collectively, the "Partners”) in the following percentages:

Sprint 40%;
TCl 0%;
Cox 15%: and
Comcast 15%.

Together, the Partners have agreed to contribute up to $4.2 billion in equity io Sprint
Spectrum for the construction of a nationwide wireless PCS network and the la inch of PCS
services that will be marketed 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 Technologies and Noriel as well as a $2 billion
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 firm

quarter of 1997 as it has launched service in 14 markets and will expand to approximately 50

' Approximately $3 billion has been contributed by the Partners to date.
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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 i1 excess of $30 million.

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

is committed to continued operation under its certificale over the long term.,
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II. 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 it will be able to launch and sustain
operations over the long term. Thus, Sprint Spectrum respectfully requests that the FPSC
grant this Petition for Waiver of Bond Requirement.

Respectfully submitted,
SPRINT SPECTRUM L.P.
By:

D

John J. Heitmann

Andrea D. Pruitt

KELLEY DRYE & WARREN LLI
1200 19th Street, N.W.
Washington, D.C. 20036

(202) 955-9888

Its Attorneys

March 26, 1997
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

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

For the quarterly period ended _____ SEPTEMBER 30, 1996

OR

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

For the transition period from ]
Commission file number 333-06608-01
SPRINT SPECTRUM L.P.
(Exact name of registrant as specified in its charer)
DELAWARE 48-116 3245
(State or other jurisdiction of incorporation (IRS Employer
or organization) Identification No.)
4800 Main Street, Kansas City, Missouri, 64112
{Addresas of principal executive offices)

(816) 559-1000

(Registrant’s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section
13 or 15(d) of the Securities Exchange Act of 1834 during the preceding 12 months (or for such shorter
period that the registrant was required to file such reports), and (2) has been subject to such filiny

requirements for the past 90 days.
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PART I,
Item 1

Decamber 31,
1995

] 480 208
8124
1178

1123

188

INVESTMENT IN PCS LICENSES . s i e LB 2.124 504
INVESTMENT IN ummrmw T -
NOTE RECENVABLE —UNCONSOLIDATED PARTHNERSHIP ... . -
TR A B B e e bt AL T T 15,018

1.851
2124554
85,548
L]
31,897

TOTAL ASSETS s 3.778.384

2244 41

LIABILITIES AND PARTHNERS® CAPITAL
CURRENT LIABILITIES.

8r.208
25,890

47,503
1.700
214

SENIOR DISCOUNT NOTES PAYABLE, net of unamortized discount of
$232 984 ot September 0, 1694 ... = TT.018

COMMITMENTS AMD CONTINGENCIES

LIMITED PARTNER HTEIIEIT IN COGSOLIMTED

PARTMERS' Wnummmurmmn
Partners capatal.......coeve . bbb saab i s 2.781.38)

Deficit sccumutated dunng umw PSR (368 418)

Tota! partners’ capital .. A 1.414 965
TOTAL LIABILITIES AND PARTNERS CAPITAL ...

45417
1.858
£,000

5.000

2.294. 806
{113.738)

2183070

H 1778264 ]

2. 244 343

See accompanying notes 1o consolideled condensed Anancial stalemants
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PART L.
Item 1
SPRINT SPECTRUM L.P.
(As Reorganized)
(A Development Stage Enterprise)
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS (UNAUDITED)
(in Thousands)
Cumulative
Penod from
wclober 24,
1994 (date
of inception)
o
Three Months Ended Nine Months Ended September
30 30, 30,
1486 1065 1996 1885 19696
OPERATING EXPENSES:
Operating expenses ............. $ 3,850 5 - § 6949 5 - $ 6,949
Selling, general and
administrative... 82,088 11,782 156,227 18,0927 223,830
Depreciation ... 1,197 62 1,835 161 2.084
Total apmm uplm- 87,135 11,844 165,011 20,088 232,883
LOSS FROM OPERATIONS....  (87,135) (11,844) (185,011) (20,088) (232,883)
OTHER INCOME [EIFEHS!].'
Interest incomae.... 3,545 - 4,485 4,768
Interest expense ... (100) . (442) . (442)
Other income ...........ccciiees ass (161) 570 308 608
Equity in loss of
unconsolidated
PAMNONShIP ........cocvercenccone  (11,152) (7,483) (92.284) (16,213) (138.489)
Total other income
(BXPONSE) ......oovicrinrennssnrsns (7.352) (7.644) (BT BT1) (16,207) (133,555)
NETLOSS............ccoovivcivvinreee. 3 (84,487) 3 (19.488) 55252.6&2! $ (35,695) 5 (366.418)
See accompanying notes to consolidated condensed financial statements.
216 {
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e 1.
SPRINT SPECTRUM LP.

{A Development Stage Enterprise)
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in Thousands)

Cumulatres
Penog from
October 24, 1994
(oate of
Nina Mont! 3 Ended inception) 1o
30, Seplember 30
1 1994 19948

Net loss ... : $ (292.082) $ (35.995) $ (368.418)

02,284 16,213 138, 489
5,541 161 5™
. n n

119.052) (1.08) (19.580)
Accounts payabis Snd SCCTUS BXDENSET....... .. oo 64,141 15,645 112,558

Defermed COMPINSEEON oot nmn 7,125 - 8581
Net cash used in OPOTRUNG BCEVIBES ... (102, 843) (5.024) (119, 148)

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital SEPBNDIUITIE ... covosssmmssrrmmsrmssssssmsmmsrsssssssmssts isssnsss ssssbssssos (368,060) (10,483) (388.273)
Purchase of PCS icenses ... it ey kg . (2,006, 158) (2.124.504)
Investment in unconsolideted PP ... . B (117,407) (131.753)
Loan to unconsobdated ParmerBhip ... ... {172,000) - {172,658)
Nat cash used by Investing BCIVIDES ................ccoocvennesiones {800,008) {2,134,009) (2,889.276)

Procaeds from issusnce of long-berm oebl........................ 524.200 . 524200
Paymants on I0ng-1emm 8B ... oo e e e snemssen ses os ses e ceens () (m
Debt msuance costs : (12.768) . (12.789)
Borrowngs from affikates — . 5,000 6,000
Partner capital contributions 5 i 660,500 225135 2,966 215
DIIONTE PIK. oo .o onsoeiminr snn st bsbbsnnrssss passasass sis oo bbs saasbasas st (19,015) - {19.013)

Met cash provided by financing activites ...................... 1,181,914 2135125 3488720

INCREASE (DECREASE) IN CASH AND CASH
BOUAVALBNTE ... ceecscnesiismiisnssmss s bbb sttt 450173 (3.908) 480,294

CASH AND CASH EQUIVALENTS, Beginning of period............ 1123 5014
CASH AND CASH EQUIVALENTS, End of period ..................... 3 460206 3 1,100 S 450208

NON-CASH INVESTING ACTIVITIES
+  The interest in an unconsolidated subsiciary of $185 817
was ranslerred to Spont Spectrum Holding Company on
August )1, 1898

*  Capital expenditures of $358,050 for the nine months

ended September 30, 1000 are net of construction
obiigations of 5700.990 to be financed

See accompanying notes 1o consoldated condensed financial statements




PART L
Item 1.
SPRINT SPECTRUM L.P.
(As Recrganized)
(A Development Stage Enterprise)

Notes to Consolidated Condensed Financial Statements (Unaudited)

The information contained in this Form 10-Q for the three and nine-month intenim penods ended
September 30, 1996 and 1895 and the cumulative period from October 24, 1994 (date of inception) to
September 30, 1796 has been prepared in accordance with instructions to Form 10-Q and Rule 10-01 of
Regulation S-X. In the opinion of management, all adjustments considered necessary, consisting only of
normal recurring accruals, to present fairly the consolidated financial position, results of operations, and
cash flows for such interim periods have been made (See Note 1).

Certain information and footnols disclosures normally Included in consclidated financial statements
prepared in accordance with generally accepted accounting principles have been condensed or omitted.
The results of operations for the nine months ended September 30, 1996 are not necessarily indicative of
the operating results that may be expected for the year ended December 31, 1996,

1. Basis of Presentation

Prior to July 1, 1696, substantially all wireless operations of Sprint Spectrum L.P. and subsidianes and
Sprint Spectrum Hoiding Company, L.P. and subsidiaries ("Holdings™) were conducted at Holdings and
substantially all operating assets and liabilities, with the exception of the interest in an unconsolidated
subsidiary and the ownership interest in PCS licenses, were heid at Holdings. As of July 1, 1996,
Holdings transferred these net assets, and assigned agreements related 1o the wireless operations to
which it was a party to Sprint Spectrum L P. (the "Reorganization”).

For purposes of these financial statements, these transactions have been treated as trans:\ctions between
entities under common control and accounted for in @ manner similar to a pooling of interest ("As

Reorganized”).

Accordingly, for periods prior to July 1, 1996, Sprint Spectrum L.P.'s histoncal financial statements have
been restated to reflect those operations of Holdings that were transferred on July 1, 1866 on a pooied
basis. Information with respect to the financial position and results of operations of the separate
operations pooled herein is as follows (in thousands):

Sprint
Spectrum L.P.  Holdings Combined

Total Assets

DcamBer 31, 1008 ... rermassrnrssasstssssiamroms s $ 2211918 $ 2244343 § 2,244 343

D S B e 2,268,805 2.561.328 2,561,328
Partners’ Capital & Accumulated Deficit

DacombDer 31, 1008 .. ..t oo nstsidmin 2,201,704 2,178,068 2,183,070

June 30 0B i i e G 2,258,428 2,460,529 2,472,384
Net Loss

Dacambar 31, 1808 (49,531) (110,429) (110,428)

JOne 30, Y008 R (81,278) (158,185) (158,185)

The Partnership, as used in thesa financial statements, refers to Sprint Spectrum L P. and subsidianes
inclusive of those operations ol Holdings combined therewith through June 30, 1996,
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Use of Estimates: The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assats and liabilities at the date of the
financial statements and reported amounts of revenues and expenses during the reporting penod. In
addition, the Partnership estimates its share of the losses in an unconsolidated partnership based on
expected allocation percentages. Actual results could differ from those estimates.

Paging Services: The Company has commenced paging services pursuant to agreements with Paging
Network Equipment Company (“PageNet™) and Sprint Communications Company, L.P. (*Sprint®)
Through September 30, 1906, paging revenues were approximately 52,502,000 and were offset in Other
Income by an equal amount of operating expenses and management fees paid to Spnnt.

2. Organization

Sprint Spectrum L.P. is a limited partnership formed in Delaware on March 28, 1995, by Spnnt Spectrum
Holding Company, L.P. (*Hoidings") and MinorCo, L.P. both of which were formed by Sprint Enterprises,
L.P., TCI Telephony Services, Inc. (2 ; successor in interest to TCI Network Services), Comcast
Telephony Services and Cox Telephony Partnership (coliectively, the “Partners™). The Partners are
subsidiaries of, respectively, Sprint Corporation (“Sprint™), Tele-Communications, Inc. ("TC!"), Comcast
Corporation ("Comcast”) and Cox Communications, Inc. (*Cox”, and together with Spnnt, TC! and
Comcast, the “Parents”). The Partnership was formed pursuant to a reorganization of the operations of
an existing partnership, WirelessCo, L.P. In March 1985, the partners of WirelessCo, L.F. transferred
their interest in WirelessCo, L.P. to Holdings. The Partnership and certain other affiliated partnerships are
doing business as Sprint Spectrum and will offer services as Sprint PCS.

On May 15, 1996, Sprint Spectrum Equipment Company, L P. ("EquipmentCo”) and Sprint Spectrum
Realty Company, L.P. ("RealtyCo") were organized as subsidiaries of Sprint Spectrum L.P. and MinorCo,
L.P. for the purpose of holding PCS network-related assets. On May 20, 1996, an additional subsidiary of
Sprint Spectrum LP., Sprint Spectrum Finance Corporation ("FinCo"), was also formed o be a co-obligor
of the debt obligations discussed in Note 4.

The Partnership is consolidated with its subsidianes, WirelessCo, L.P., EquipmentCo, RealtyCo and
FinCo. These entities are development stage enterprises. The partners of Sprint Spectrum L.P. have the
following ownership interests as of December 311, 1995.

Sprint Spectrum Holding Company, L.P. (general partner).................... greater than 99%
MinorCo, L.P. (Imited PBRNET) ............ccoiriemminsmrmessmsssssnmssessssissssssiessossasses less than 1%

The Partnership and its subsidiaries are development stage enterprises The success of their
developmenl is dependent on a8 number of business factors, including secunng financing to complete
network construction and fund initial operations, successfully deploying the PCS network and attaining
profitable levels of market demand for Partnership products and services. The Partnership and its
subsidianes have not yet generated operating revenues from PCS services

3. Investment In Unconsolidated Partnership

On January 9, 1895, WirelessCo, L P., acquired a 49% limited partnership interest in American PCS, LP.
("APC"). American Personal Communications, Inc. ("AFC, Inc.”) holds a 51% partnership interest in APC
and is the general managing partner. Effective August 31, 1898, WirelessCa's partnership interest in
mimmmnm.wmmwmmmmummv:nslerudm
Holdings pursuant to an amendment to the partnership agreement.




August 31, December 31,
1996 1985
O BRI i i simsdnmimasiscas s S AR 5237328
NBLIOBE ... ocoeernrmmssndsinnmmmmbs s i s SO A B S ST SRS T 120,547 51,551

4. 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 2008 (“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 Senior Notes will accrue at a rate of 11% per annum and
is payable semi-annually in armears on each February 15 and August 15, commencing February 15, 1997
Cash interest will not accrue or be par able on the Senior Discount Notes prior to August 15, 2001.
Thereafter, cash interest on the Senior Discount Notes will accrue at a rate of 12%% per annum and will
be payable semi-annually in amears on each February 15 and August 15, commencing February 15, 2002.

On August 15, 2001, the lssuers will be required to redeem an amount equal to $284 772 per $1.000
principal amount at maturity of each Senior Discount Note then outstanding ($152 milion in aggregate
principal amount at maturity, assuming all of the Senior Discount Notes remain outstanding at such date).

The Senior Notes and Senior Discount 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, pius
accrued and unpaid interest, if any, to the redemption date, if redeemed during the 12 month period
beginning on August 15 of the years indicated below:

Senio~ Discount

Senlor Notes liotes

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, 1899, the Issuers may redeem up to 35% of the originally issued prncipal
amount of Senior Notes and Senior Discount Notes (at matunty). The redemption price of the Senior
Notes is equal o 111.0% of the principal amount of the Senior Noles so redeemed, plus accrued and
unpaid interest, if any to the redemption date with the net proceeds of one or more public equity offerings
(as defined), provided that at least 85% 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 Dis -ount
Notes so redeemed, with the net proceeds of one or more public equity offerings (as defined), provided
that at least 65% of the originally issued principal amount at matunty of the Semnior Drscount Notes would
remain outstanding immediately after giving effect to such redemption.

The Notes contain certain restrictive covenants, including (among other requirements) imitations on

additional indebledness, limitations on restricted paymants, limitations on bens, and limtations on
dividends and other payment restrictions affecting restricted subsidiaries |as defined).
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5. Commitments . .

Handset Purchase Agreement. In September 1986, the Company entered into a three-year contract for
the purchase of handsets totaling more than $800 million. Under the terms of this agreement, the
purchase of handsets will commence on or after April 1, 1997

€. Subsequent Events

Vendor Financing: As of October 2, 1696, the Company entered into financing agreements with Northern
Telecom Inc. ("Nortel™) and Lucent Technologies Inc. (“Lucent”, and together with Nortel, the “Vendors®)
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. Once the full $800 million has been utilized and the Company obtains additional equity
commitments and/or subordinated uns~cured loans of at least 3400 million and achieves certain operating
conditions, Nortel will finance up to an sdditional $500 million. 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 (c) March 31, 1897 If no borrowings under the agreements
have been drawn.

Lucent has commitied to financing up to $1 billion through December 31, 1996, up to $1.5 bilion through
December 31, 1987, and up to an aggregate of $1.8 billion thereafter; however, availability will be kmited
to $1 billion if the Standard & Poor's rating of the Senior and Senior Discount Notes is lower than B at any
time prior to January 1, 1997. The Company pays a facility fee on the daily amount of loans outstanding
under the agreement, payable quarterty. The Lucent agreement lerminates June 30, 2001,

The principal amounts of the loans drawn under both the Nortel and Lucent agreements are due in twenlty
consecutive quarterly instalilments, commencing on the date which is thirty-nine months af er 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
the percentages below multiplied by the total principal amount of loans during each Borrowing Year:

Year Percentage
10%

15

20

25

30

@~

The agreements provide two barrowing rate options. During the first phase of the Nortel agreement and
throughout the term of the Lucent agreement "ABR Loans” bear interest al the greater of the prime rate, or
0.5% plus the Federal Funds effective rate, plus 2%. “Eurodollar Loans™ bear interest at the London
interbank (LIBOR) rate (any one of the 30-, 60- or 80-day rates, at the discretion of the Company), plus
3%. Dunng the second phase of the Nortel agreement, ABR Loans bear interes! at the greater of thy
pnme rate, or 0.5% pius the Federal Funds effective rate, plus 1.5%, and Eurodollar loans bear interest al
the LIBOR rate plus 2.5%. Interest from the date of each loan through one year after the last day of the
Bommowing Year is added to the prncipal amount of each lcan. Thereafter, interest is payable quarterty

Bank Credit Faciiity: Sprint Spectrum L.P. entered inlo an agreement with The Chase Manhattan Bank
("Chase”) as agent for a group of lenders for a $2 billion bank credit facility dxted October 2. 1996. The
proceeds of this facility are to be used to finance working capital needs, subscnber acquisition costs,
capital expenditures and other general partnership purposes.
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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 upon closing and $150 million of which is to be
drawn down within 90 days after closing. The amount available under the revolving credit facility was
$450 million on October 11, 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 p~tion
of the agreement are payable quariery based on average unused revohling commitments.

The revolving credit commitment expires July 13, 2005. Availability will be reduced in quarterty
instaliments ranging from $75 million to $175 million commencing January 11, 2002. In addibon,
beginning January 1, 2000, the Company will be required to apply a portion of excess cash flow (as
defined) 1o equsily and ratably reduce commitments and loans under the agreement

The term loans are due in sixteen consecutive quarterly instaliments beginning January 11, 2002 in
aggregate principal amounts of $125,000 for each of the first fifteen payments with the remaining
aggregate outstanding principal amount of the term loans due as the last installment

Interest on the term loans and/or the revolving credit loans is at the applicable LIBOR rate plus 2 5%
(*Eurodollar Loans”), or the greater > the prime rate, or 0.5% pius the Federal Funds effective rate, plus
1.5% ("ABR Loans"), at the Company's option. The interest rate may be adjusted downward for
improvemnents 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 inleres!
period terms of less than 3 months is payable on the last day of the interest period.

Cammon Terms of Viendor Finencing and Bank Credit Facilty: The term “Secured Financing.” as used
herein, refers to the Vendor Financing and Bank Credit Facility.

Borrowings under the Secured Financing are secured by the partnership interests in WirelessCo,
RealtyCo and EquipmentCo and certain other personal and real property (the “Shared Lien”). The Shared
Lien equally and ratably secures the Secured Financing and certain other indebtedness c! the Company.
The Secured Financing is jointly and severally guaranteed by WirelessCo, ReaityCo and EquipmentCo.
The Secured Financing is non-recourse (o the Parents and the Partners.

The Secured Financing agreements contain certain restrictive financial and operating covenants, including
(among other requirements) maximum debt ratios (including debt to total capitalization), imitations on
capital expenditures, and limitations on additional indebtedness. The loss of the right to use the Spnnt
trademark, the termination or non-renewal of any FCC license that reduces population coverage below
spacified limits, or changes in controlling interest in the Company, as defined, among other provisions,
constitute events of default




SPRINT SPECTRUM L.P.
(As Reorganized)
MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF GPERATIONS

PART L.
ltem 2.

The following discussion and analysis should be read in conjunction with Spnnt Spectrum’s (As
Reorganized) consolidated financial statements and notes thereto. The term “Company” refers to Spnnt
Spectrum LP. and its direct and indirect subsidiaries, including Sprint Spectrum Finance Corporation
("FinCo"), WirelessCo, L.P. ("WirelessCo"), Sprint Spectrum Reaity Company, L P. ("RealtyCo") and
Sprint Spectrum Equipment Company, L.P. ("EquipmentCa”). The Company’s consolidated financial
information has not been separately included for the penod presented because it would not refiect the
financial condition of the Company following the transfer of all of Sprint Spectrum Holding Company, L.P's
{"Holdings") assets used in the Company’s PCS business and the distribution of the Company’s interest
in APC to Holdings. The Sprint Spectrum (As Reorganized) financial information that is presented reflects
the transfer of the operations of Holdings to the Company which took place on July 1, 1866

The Company includes certain estimates, projections and other forward-looking statements in its reports
as well as in presantations 10 analysts and others and in other material disseminated to the public. There
can be no assurances of future performance and actual results may differ matenially from those in the
forward-looking statements. Factors which could cause actual results lo differ matenally from estimates or
projections contained in forward-iooking statements include:

mmdwmhhmmmmwdﬂmm.

» the cost of entering new markets necessary to provide services,

+ (he impact of any unusual items resulting from ongoing evaluations of the Company’s business
strategies;

s requirements imposed on the Company and its competitors by the Federal Communicabons
Commission ("FCC") and state regulatory commissions under the Telecommunications Act of
1596,

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”) wireless telecommunications network. The Company acquired
PCS licenses in the FCC's A Block and B Block PCS auction, which concluded in March 1885, to provide
service 1o 29 major trading areas ("MTAs") covering 150.3 million Pops. Additionally, Cox has agreed to
contribute to the Company, upon FCC approval, which is pending, a PCS license for the Omaha MTA.
The Company has also affiliated and expects to continue to affiliate with other PCS prowiders. Pursuant to
affiliation agreements, each affilated PCS sarvice provider will use the Spnnt® (a registered tradsnark of
Sprint Communications Company, L.P.) brand name. Holdings owns a 49% limited partnership interest in
Amencan PCS, L.P. ("APC"), which owns a PCS license for, and operates a broadband GSM PCS system
in, the Washington D.C /Baitimore MTA. APC has affilated with the Company and is marketing its
nroducts and services under the Sprint brand name. Holdings aiso expects to acquire a 49% limited
partnership interest in Cox Communication PCS, LP., a partnership that will be farmed to hold a PCS
license for the Los Angeles-San Diego MTA covering 21.5 million Pops. Cox, which currently owns this
licensa, has agreed to contribute the license to Cox Communication PCS, L.P. and will manage and
control Cox Communication PCS, L.P. The Company expects to sign an affillation agreament with Cox
Communication PCS, L.P. during the fourth quarter of 1896. At the same time, 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 licansa for the Philadelphia
MTA covering 8.1 million Pops. In addition, Sprint is currently participating in the FCC's D and E Bock
auction and is actively bidding on licenses for markets where the Company does not currently have
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service in license areas where Sprint successiully obtains PCS licenses.

To date, the Company has incurmed axpenditures 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 has not yet commenced commercial operations for its PCS services
and, as a result, has not yet generated operating revenue or eamings. The Company intends to initiate
the commercial launch of its service in the fourth quarter of 1996 with servica in most MTAs by the end of
the first half of 1897. Pop coverage at the end of the initial launch penod (approximately the end of the
first half of 1997) is expected to reach approximately 57% of the Pops in all of the Company's license
areas with coverage in the individual licanse areas ranging from 19% to 80%. The timing of launch in
individual markets vill be determined by varous factors, principally zoning and microwave relocation
factors, equipment defivery 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 able to generate operating revenue and earnings is dependent on a number of business
factors, including securing financing to complets network construction and fund initial operations and
operating losses, successfully deploying the PCS network and attaining profitable levels of market
demand for the Company's products & d 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 servicas 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 end of 1998
{based on the Company’s current pians for its network bulidout in its current license areas) will total
approximately $8.9 bilion (of which approximately $3.0 billion had been expended as of Seplembei 30,
1996). The Company will also require substantial additional capital for new license acquisitions or
investments in entities making license acquisitions (If any) and, alter 19688, for coverage expansion,
volume-driven network capacity and other capital expenditures for existing and new license reas (if any),
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 bulidout will total approximately $3.8 billion through 1887, including $2.1 billion in 1996,
Estimated capital expenditures have increased due to changes in the nature of certain network elements,
actual construction experience to date and additional natwork capacity requirements. Actual amounts of
the funds required may vary materially from these estimales and additional funds would be required in the
event of significant departures from the current business plan, new license acquisitions, unforeseen
delays, cost overruns, unanticipated expenses, regulatory changes, engineering design changes and
other lechnological risks.

The Company currently hds no sources of revenue to meet its capital requirements and has relied upon
capital contributions and advances from Holdings and third party and public debl. Holdings also requires
capital for its affiliate investments and other partnership purpases. The Partners have agreed (o
contribute up to an aggregate of $4.2 billion of equity lo Holdings (to the extent required by the annual
budgets of Holdings as approved by the Partners) through fiscal 1899. As of September 30, 1996,
approximately $3.0 billion had been confributed to Holdings, of which $2.7 billion had been contributed to
the Company and the remaining $0.3 billion had been contributed or advanced to APC. The Company
currently intends to obtain up to $0.9 billion of additional equity following September 30, 1086, resulting in
$3.6 billion in aggregate invested equity capital in the Company, although there can be no assurance thal
any additional capital will be cbtained in the form of equity from the Parents or otherwise. The Parents
have committed to make available to the Company or cause Holdings to make available to the Company
up to $1.0 billion of such additional equity, to the exten! required by the Company to fund any projected
cash shortfall, under a Capital Contribution Agreement among the Company and the Parents thal provides
for $1.0 billion in aggregate equity commitments (less, subject lo certain exceptions, amounts of cash
equity contributed to the Company after December 31, 1995). The Company’s business plan and the
financial covenants and other terms of the Secured Financing (defined below) will require such ad fitional
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$4.2 billion not invested in the Company that may be available to Holdings from the Partners may be used
by Holdings to fund Holdings’ other affillate commitments, to make other wireless investments and/or lo
make new license acquisitions. Amounts budgeted by the Partners in future years will delermine (he
extent to which the commitments will actually be utilized.

The Company has entered into financing agreements for up 10 an aggregate of $5.1 billion of senior
secured loans from certain third parties. Nortel has committed to provide up to $1 3 billion in senior
secured loans o finance purchases of Nortel's PCS equipment and -elated services, Lucent has
committed to provide up to $1.8 billion in senior secured loans (loge.her with the Nortel commitment, the
"Vendor Financing”). Under the related procurement contracts with Lucent and Nortel, the Company is
required lo purchase minimum amounts of equipment and services from each vendor. 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. The Company has entered into a credit
agreement with The Chase Manhattan Bank ("Chase”) in which Chase has committed to provide a fully
underwritten $2.0 billion bank credit facility (the “Bank Credit Facility” and, together with the Vendor
Financing, the "Secured Financing®) to finance working capital, capital expenditures, operating losses and
other partnership purposes.

In August 1996, the Issuers issued $250 million aggregate principal amount of the 11% Senior Notes and
35500 million aggregate principal amount at matunty of 12%% Senior Discount Notes. The Senior Discount
Notes were issued al a discount to their aggregate principal amount at maturity and generated proceeds
of approximately $273 million. Cash interest on the Senior Notes will accrue al 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 lo August 15, 2001.
Thereafler, cash interest on the Senior Discount Notes will accrue at a rate of 12%4% per annum and will
be payable semi-annually in armears on each February 15 and August 15, commencing February 15, 2002
On August 15, 2001, the Issuers will be required lo redeem an amount equal to $384.772 per $1.000
principal amount at maturity of each Senior Discount Note then cutstanding (5182 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 lo fund capital
expenditures, inciuding the buildout of the nationwide PCS network, to fund working capital as required, to
fund operating losses and for other partnership purposes.

Sources of funding for the Company’s further financing requirements may include additiona! vendor
financing, public offerings or private placements of equity and/or debt secunties, commercial bank loans
and/or capital contributions from Holdings or the Partners. There can be no assurance thal any additional
financing can be obtained on a timely basis and on lerms acceptable to the Company and within
limitations contained in the Nole indentures, the agreements governing the Secured Financing and any
new financing arrangements. Failure lo 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-lo-date penod ended September 30, 1096, Sprint Spectrum (As Reorganized) used cash of
$103 million in operating activites, which consisted of the operating loss of $253 million which is offset, in
part, by tha equity in the loss of APC and increasaed payables and other accruals. Cash used in investing
aclivities lotaled 3600 million, consisting of capital expenditures and microwave relocation costs of $428
million and advances to APC of $172 million.
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Results of Operations . .

For the Three Months Ended Seplember 30, 1996

Sprint Spectrum (As Reorganized) incurred a loss of $84 million for the three months ended September
30, 1996, which includes equity in APC loss of $11 million through August 31, 1896. There was no
amortization of licenses during the period as PCS service had not been isunched commercially,

For tha Nine Months Ended Seplember 30, 1996

Sprint Spectrum (As Reorganized) incurred a loss of $253 million for the nine months ended Seplember
30, 1996, which includes equity in APC loss of $82 million. There was no amortization of kicenses dunng
the period as PCS service had not been launched commaercially.




Item 1.

Item 2.

Item 3.

Item 4,

Item 5.

Item 6.

(a)

. . PART IL

Other Information
Legal Proceedings
There were no reportable events during the quarter ended Septernber 30, 1956.
Changes in Securities
There were nu reportable events during the quarter ended September 30, 1955
Defaults On Senior Securities
There were no reportable events during the quarter ended Seplember 30, 1986
Submission of Matters to Votes of Security Holders
There were no reportable events dunng the quarter ended September 30, 1966
Other Information

As of September 17, 1696, the Company entered into an agreement with Samsung
Electronics Co., Lid. ("Samsung”) pursuant to which Samsung will provide handsets to the
Company for a three-year term commencing on or around April 1, 1887, for an aggregale
purchase price of approximately $600 million

As of Seplember 10, 1996, the Company entered into a 10-year agreement with Spnnt
Communications Company, L.P. and Tandy Corporation, acting by and through its R wdio Shack
division (*Radio Shack"), pursuant lo which Radio Shack will provide a nationwide distnibution
outiet for Sprint and Sprint PCS products and services. The agreemant may be terminated after

As of July 15, 1896, the Company entered into an amendment to its procurement and
services agresmant with Lucent Technologies Inc. (“Lucent”) pursuant to which the Company
agrees to purchase additional equipment and services, including related software, from Lucent for
approamately 514 million.

Copies of the foregoing agreements have been filed as exhibits to this Form 10-Q for the
period ended September 30, 1996. The foregoing summanes of certain provisions of the
agreements do not purport to be complete and are subject to, and gqualified in their entirety by
reference to, all of the provisions of such respective agreements

Exhibits and Reports on Form 8-K

The following exhibits are filed as part of this report.

3 Certificate of Limited Partnership of Spnint Spectrum L.P. (incorporated by reference (o
Form 5-1 Registration Statement, Registration No. 333-06609, filed on June 21, 1696)

32 Agresment of Limited Partnership of MajorCo Sub, L P. (renamed Sprint Spectrum L.P )
dated as of March 28, 1985, among MajorCo, L.P. and MinorCo | P. (incorporated by
reference to Form S-1 Registration Statement, Registration No. 333-08600, filed on June
21, 1996).

41 Senior Nole Indenture, dated August 23, 1996, between Sprint Spectrum L P, Sprint
Spectrum Finance Corporation, and The Bank of New York, as Trustes.

432 Form of Senior Note (included in Exhibit 4.1)
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(b)

43
44
10.1
10.2
10.3
10.4

10.5

106

10.7

10.8

10.8
10.10

10.11

27

Senior Discount Note Indenture, daled Augus! 23, 1966, between Sprint Spectrum L.P.,
Sprint Spectrum Finance Corporation, and Tha F-nk «' M= Yo as Tiusiee.

Form of Senior Discount Note (included in Exhibit 4.3)

Amendment No, 2 to the Lucent Technologies/Spnit Spectrum Procurement and
Services Contract, dated as of July 15, 1996 between Sprint Spectrum Equipment
Company, L.P. and Lucent Technologies, Inc.

First Amendment to Amended and Restated Trademark Licanse Agreement, dated as of
September 28, 1996, between Sprint Communications Company, L.P. and Sprint
Spectrum Holding Company, L.P.

Assignment and Acceptance Agreement (regarding 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

Amended and Restated Assignment and Assumption Agreement (Leases), dated as of
July 1, 1996, between Sprint Spectrum Holding Company, L.P., Spnnt Spectrum L.P. and
Sprint Spactrum Realty Company, LP.

Employment Agree hant, dated as of July 20, 1096, between Sprint Spectrum Holding
Company, LP. and Andrew Sukawaty (incorporated by reference to Form 5-1
Registration Statement, Registration No. 333-06609, filed on August 12, 1996)
Registration Rights Agreement. dated as of August 23, 1996 among Spnnt Spectrum L P,
Sprint Spectrum Finance Corporation and Sprint Corporation.

Amended and Restated Capital Contribution Agreement, dated as of Oclober 2, 1686,
among Sprint Corporation, Tele-communications, Inc., Comcast Corporation, Cox
Communications, Inc. and Sprint Spectrum L.P.

Letter Agreement, dated as of August 31, 1996, between Amencan PCS, L.P., Amencan
Personal Communications Inc., WirelessCo, L.P., Sprint Spectrum L.P. and Sprint
Spectrum Holding Company, LP. [Exhibits omitted| (incorporated by reference 1o Form
10-Q, filed on September 26, 1996).

Subscriber Unit Equipment Purchase and Supply Agreement. dated as ¢’ September 17,
1696, between Sprint Spectrum L.P. and Samsung Electronics Co., Lid. (Certain
schedules omitied].

Letter Agreement dated as of September 17, 1988, from Spnnt Spectrum LP. to
Samsung Electronics Co., Lid. and Samsung Electronics Co., Lid/Samsung
Telecommunications America, Inc.

Master Agreement, dated as of September 1996, between Spnnt Communications
Company, LP., Sprint Spectrum L_P., Sprint United Management Company and Tandy
Corparation, a Delaware corporation acting by and through its Radio Shack division
[Certain schedules omitted].

Financial data schedule

Reports on Form 8-K

No reports on Form 8-K were filed during the quarter ended September 30, 1996
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Pursuant to the requirements of the Securities Exchange Act of 1634, the registrant has duly caused this
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Dated: November 12, 1998
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INDEPENDENT AUDITORS' REPORT

Partners of Sprint Spectrum L.P.
Kansas City, Missouri
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December 31, 1995, for the period from October 24, 1994 (date of inception) to December 31, 1994, and for the
cumulative period from October 24, 1994 (date of inception) to December 31, 1995. These consolidated financial
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these consolidated financial statements based on our audits.
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Asdi:muledinﬂnulmthcmnmﬁdﬂ:ﬂﬁmndﬂmmﬂ.ﬂmmimdﬂpﬁnlSpmﬂumLP.nﬂtuhﬁdiw
ﬁnlucillmhlwhmruumdmmulﬂivdruﬂmmtﬁn transactions between entities under
common control in a manner similar to a pooling of interest.

As discussed in Note 2 to the consolidated financial statements, Reorganized Sprint Spectrum L.P. and ils
subsidiary are in the development stage as of December 31, 1995.

DELOITTE & TOUCHE LLP

Kansas City, Missouri
July 8, 1996
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REORGANIZED SPRINT SPECTRUM L.P. AND SUBSIDIARY
(A Development Stage Enterprise)
' . CONSOLIDATED BALANCE SHEETS (IN 000's)
. 1994 1995 1996
SR (unaudited)
CURRENT ASSETS:
Cash and cash equivalents ................... Feesadn i ar § 5014 § 1123 8 3119
Receivables from affiliates ..............covvvivnnneninnnnnns, — 340 1,629
Prepaid expenses and other assets . ............ CEE saenes 10 188 226
Total current assets ............ A T Gk 5.024 1,651 4974
INVESTMENT IN PCS LICENSES ........... e iy 118438 2,124,594 2,124,594
INVESTMENT IN UNCONSOLIDATED PARTNERSHIP ........... — 85,546 49,314
NOTE RECEIVABLE—UNCONSOLIDATED PARTNERSHIP. .. .... o 655 83,655
PROPERTY, PLANT AND EQUIP.AENT, Nt ......0c0vvunnnnns. . 413 31,897 76,129
TOTAL ASSETS ....0vvvvnnes saseseve s AR shaseai ceeee SI23875 52244343 $2338,666
LIABILITIES AND PARTNERS' CAPITAL
CURRENT LIABILITIES:
Accounts payable............ P SP—— CERR T $5 3745 § 47503 5§ 86,698
Accrued expenses .......... A EaiaEe WA R e e — 1,700 9,878
Accrued interest—affiliats ............cc00iiiiiininiiiannin.. — 214 _ 264
Total current liabilities ............c.oiveveunnnnnennnnns, 3,745 49,417 96,870
DEFERRED COMPENSATION .....ovvvvririsinsnensnnsssnsenss — 1,856 4,247
NOTE PAYABLE—AFFILIATE ........ o A A A A — 5,000 5,000
COMMITMENTS AND CONTINGENCIES
LIMITED PARTNER INTEREST IN CONSOLIDATED
SUBSIIARY ..o sovnnsrnsupyssimmniosiosssasiacsrsrrissvois — 5.000 3,000
PARTNERS' CAPITAL AND ACCUMULATED DEFICIT:
CRIEEE OOl ¢ i inbaaiaiviiinianiinin it essesh e 123,438 2,296,806 2,408,710
Deficit mmuhmd during the dnv:lopum SLABE ....iiiuaiiinns (3308 _ (113.736) _ (181161
Total PArtners” COPIAL .. .. uvveouenusonsossssnnsonssnssns 120,130 2,183,070 _2,227,549
TOTAL LIABILITIES AND PARTNERS' CAPITAL ................ SI23,875 $2,244,343 52,338,666

See notes 1o consolidated financial statements,




REORGANIZED SPRINT SPECTRUM L.P. AND SUBSIDIARY
(A Development Stage Enterprise)

CONSOLIDATED STATEMENTS OF OPERATIONS (in 000's)

Cumaulstive Cumulative
Peried (rem Peried from Period from
e N YuarEuiod (dotecimcipdon) ey muv-“ o)
to December 31, December 31,  io Decsmber 31, March 31, to March 31,
1994 1994 1995 1995 1996 1996
(unsudited) (unsudited)
OPERATING
EXPENSES:
General and
asdministrative . .. .... $1.37T1 § 37460 § 38,831 $1273 $19862 $ 58,693
Professional and legal -
fees ..oovnnvanarans 1923 26,849 28,172 2335 10,862 39,634
Depreciation .......... 38 211 249 47 254 503
Total operating
cxXpenses . ...... 33 64,520 67,852 3,655 30978 08,830
OTHER INCOME
(EXPENSE):
Interest inCOMme .. ...vus 24 260 284 275 (358) (74)
Other income .....cc.s — 38 a8 —- 143 181
Equity in loss of
unconsolidated
partnership ......... — (46,206) (46,206) (3,409) (36232) (82.438)
Total other income
(expense) ...... 24 (45,908) (45,884) (3,134) (36,44T) (82,331)
NETLOSS....cconess $(3,308) $(110,428) $(113,736)  S(6.789) $(67.425) $(181.161)
f=————— f——————— = ——— e f————1

See notes 1o consolidated financial statements.
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REORGANIZED SPRINT SPECTRUM L.P. AND SUBSIDIARY

(A Development Stage Enterprise)
CONSOLIDATED STATEMENTS OF CHANGES IN PARTNERS' CAPITAL (in 000's)
Cumalstire Cumulative
Thres Months Ended
(setiosoty) Yorfadsd asolocpton) TSIt (e cfiredo
1994 1995 1995 I!H___ 1 1796
(unaudited) (unaudited)
PARTNERS' CAPITAL:
Balance at beginning of
PeEIOd. i s s nvssaninnnnin 5§ - $ 123438 3 —_ $123,438 52296806 S —_
Contributions of capital ..... 123,438 2,173,368 2,296,806 390,999 111,904 2,408,710
Receivable for capital
contributions ............ F — — (3,462) — —
Balance at end of period ..., 123,438 2,296,806 2,296,806 510975 2,408,710 2,408,710
DEFICIT ACCUMULATED
DURING THE
DEVELOPMENT STAGE:
Balance at beginning of
- 17 P R e e R — (3,308) — (3,308) (113,736) —_
Mt Joms cvisniaaaiine s (3,308) (110,428) (113,736) (6,789) (67,425 (181,161)
Balance at end of period ... (3,308) (113,736) (113,736) (10,097) {I!l.lﬁl] (181.,161)
TOTAL PARTNERS®
CAPITAL ............. $120,130 $2,183,070 $2,183,070 $500.878 $2,227,549  $2,227.549
ECr————— Emr—— —————— E——————

See notes to consolidated financial statements.
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REORGANIZED SPRINT SPECTRUM L.P. AND SUBSIDIARY

uwm&m}
CONSOLIDATED STATEMENTS OF CASH FLOWS (in 000's)
Cumulative Cumulstive
(data of Inception)  Year Ended  (da 2 of Inception) Thres Monthe Eaded  (date of )
to December 31,  December 31, to December 3|, —0 ——— (] L
1994 1953 1995 1995 199
junsudited) (unsudited)
CASHHD“FIMC!EIAM
ACTIVITIES:
Mot JOSE covvunnssnsrrsrsnssnssnsans 3 (3.208) $(110.428) $(113.736) § (6,789) $(67A415) 5 (181.161)
Mj-umnmdh-lhunn
cash provided (used) by operating
activities:
mhhﬂmﬁﬂ
PAEEEShR ..o censsasnnrianniiis - 46,206 46,206 3400 6232 1240
Depreciation ....ccassssnsssssavarss n 1 49 T 154 s
Loss on sahe of Cqmipment . ....ooeesses - n N - - 1
Changes in assets and labilities:
Receivables from affiliates prepald
expenses and other REB6tS . ...oooee (im 318) (528 (M3 0. (1.835)
Accounis paysble . ..oveceiiiinianes 3,743 41,738 47.50) (i4) 39,1935 B6.658
ACCTUEd CAPERMES .. orecasasrasanes - 1914 1914 301 1258 10172
Defermed COMpERIIon . . cccnrsssasns — 1858 1856 - 191 4247
Net cash provided (used) by
operating sctivities .. .....cons 465 (16.970) (16.50%) Ny nsn LT3
CASH FLOWS FROM INVESTING
ACTIVITIES:
Caplial EXpEOBINres ... ocrsrmrrnraest (431) (31.763) (22214 (190) (84,336 (16,700}
Proceeds oo sale of equipment . ........ - 7] n - — n
Purchase of PCS lcenses ...oooeenesnes (118,438) (2.004,136) (2.124.554) (M09l - [2.124.3%4)
Investment in unconsolidated
partaership .. .. oooiresrannssiiinins —_ (131.732) (131,752) (47.946) - (131,752)
Loan to enconsolidsted partaership ..... — (633) (633%) - (83,0007 (81 .633)
Net cash used by investing
SCHVABES . oovcsissrsssnnsnnnss {118.88%) (1,170,289 (2.289.170) (M6 28] (127.486) (2A416.664)
CASH FLOWS FROM FINANCING
ACTIVITIES:
Limited panner interest in coasolidated
subsidiary .. ... e e — 5,000 3,000 - - $.000
Borrowings from affilisees ......oo0eee - 4,000 5,000 - - 3,000
Partner capital contribuliong ........eee 123438 2173068 1.296.80d MIANT 111 2404710
Met cash provided by fizsncing
BEUVILIES o v vvsnsnnans e — 123,438 1100344 1306806 WTAIT LS04 1410710
[NCREASE (DECREASE) [N CASH AND
CASH EQUIVALENTS ....ovvees 5014 3.891) 1123 17920 1.5 L1119
CASH AND CASH EQUIVALENTS,
Beginning of period .. .. covaniessassaes - 5014 - 3014 11 -
CASH AND CASH EQUIVALENTS, of
period ... .corriasinianes T I, 3 5014 $ LI f LI $£2719M % MLIIY $ 9
[e=——— eI o —} ==~ =
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REORGANIZED SPRINT SPECTRUM L.P. AND SUBSIDIARY
(A Development Stage Enterprise)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION—REORGANIZED SPRINT SPECTRUM L.P.

Prior to July 1, 1996, substantially all wireless operations of Sprint Spectrum L.P. and subsidiary and Sprint
Spectrum Holding Company, L.P. and subsidiaries (**Holdings"') were conducted at Holdings and substantially
mmmmmmumauhmuhummm{mm:}
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 (o the wireless operations to which it was a party to Sprint Spectrum
L.P. (the “Reorganization"*). -

For purposes of these 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.

Accordingly, 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
ﬁnmﬂpnﬁdmm:mhdmdummwhdnhumm:hmﬂ:

Spectrum L.F.  Holdiag Combloed

Total Assets
December 31, 199%4............... e R P S s b e b e $ 123875 S 123875 S 123,875
December 31, 1995, ... iuiiicisrsrsssssssnscrsresnosnns 2211918 2244343 2244343
March 31, 1996 (unaudited) .........000... e 2258861 23318666 2338666
Partners' Capital & Accumulated Deficit
December 31, 1994........ R A R T R T $ 120,130 $ 120,130 § 120,130
Decomber 0, 1998 o vivvinaviiiviniinisbaissseaniee i vais 2,201,704 2,178,069 2,183.070
March 31, 1996 (unandited) ..........cccvvnvnnnrnrnsssones 2248405 2224298  2,227.549
Net Loss
December 31, 199 . ... v rnrreinranersnssnssrsesssnnns $ (3,308) § (3308) § (3,308
December 31, 1005, . 0uuuuiieirsnennnsrrinsssssassonsensan (49,531) (110,429) (110,428;
March 31, 1996 (Unsudited) +..vuvuvvnesrivinssnsnsssnnenns (36.299) (67.425) (67.425)

The Partnership, as used in these financial statements, refers to Sprint Spectrum L.P. and subsidiary
inclusive of those operations of Holdings combined therewith.

The financial information as of March 31, 1996 and for the three month periods ended March 31, 1995 and
1996 is unaudited. The Partnership believes such information includes all adjustments (consisting only of normal
recumring adjustments) necessary to present fairly the consolidated financial position, results of operations and
cash flows.

2. ORGANIZATION

Sprint Spectrum L.P. is a limited partnership formed in Delaware on March 28, 1995, by Sprint Spectrum
Holding Company, L.P. (*'Holdings"') and MinorCo, L.P. (collectively, the *‘Partners’’) which were formed by
Sprint Enterprises, L.P. (“‘Sprint''), TCI Telephony Services, Inc. (““TCI''), Cox Telephony Parmership
(""Cox™) and Comcast Telephony Services (“‘Comcast’’). The Parmnership wes formed pursuant o a
reorganization of the operations of an existing parmership, WirelessCo, LP. In March 1995, tae partners of
WirelessCo, L.P. transferred their interest in WirelessCo, L.P. to Holdings. The Partnership and certain other
affiliated partnerships are doing business as Sprint Spectrum.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{(Continued)

wsmmw.u.wwz...- ................. 9%
MinorCo, L.P. (limited Partner) . veeseecsrsessrssssrmannenssrsnsnnsesiss 1%

On February 29, IM&M‘IMWW&MW&&U.&SMSW
L.P.

On May 15, 1996, Sprint Spectrum Equipment Company, L.P. (**EquipmentCo™) and Sprint Spectrum
Rn.l!]'Complw.LP.(“RM"}*NWHM:MHWWLRMMU.
tummﬂmmmmmmmmym 1996, an additional subsidiary of Sprint
Spectrum L.P., SMNWMCWWM[MWRIMﬁ;«uIMW

VmFMﬂwmvmmmm{M"mmm"].
dated as of October 24, lﬂl.ndw!mdudun!mn 1995, and January 31, 1996, was
mmmwsmmwuﬂmﬂmcﬂmﬂmﬁmm,mm
Corpaﬁm{mnwﬂwdy.ﬂu"Pm“medeupmiﬂqmndmfumuﬂﬁnmdduw{i}
mmmmwmmmmmmwdw
mmiuﬂommlu(“PCS"Jﬁmﬂ.ﬂﬂMhplmmmmmmMplﬂ&nka
hhjaTndiuAm("HTA"}.md(iﬁ]uhmlﬁnodﬂmﬂm

On October 24, 1994, WirelessCo, L.P. was formed and on March 28, 1995, additions] partnerships were
formed consisting of Holdings, MinorCo, L.P., NewTelco, L.P., and Sprint Spectrum L.P. /18 of December 31,
1995.WWMWEWMU.MSWSWU.{MMMHMM

interest in WirelessCo, LP.). MinorCo, L.P.hnldﬂlﬂmmlinin:wmhipimﬂuuhﬂwﬁkﬂ. LP,
Sprint Spectrum L.P. and WirelessCo, L.P. at December 31, 1995. An additional partnership, Cox-California
FCS.LP..ilpmpmdmbtfumdhyHoidinﬁmdmuhﬂmitylmliudwﬁhtmcmmklﬁm[m.
fmmwdmﬂm-mmmmu-mmpmwmmLic:m.

The Partners have agreed to contribute up to an aggregate of 34.2 billion of equity to Holdings to the extent
mqujmdhylh:mmllMﬂdﬂnﬁmuwﬂdwmw.hnfmn.lﬂﬁ.wﬂmﬂdy
$2.4 billion had been contributed to Holdings, of which approximately $2.2 billion nad been contributed to Sprint
Spectrum u.wwmmumumzummmmmWMvam
mnwlidmdpummﬂpiam{uﬂuﬂ.

TMHI}mOOSHprthﬂfuulewhmﬁbumdhyUqunﬂn.pmulnlm
clmdﬂnﬂhﬂuMSﬁMmﬂmﬂuﬁnﬂ‘Mettﬂinw‘mlm(:o.l..lmduth
in the amount of $5,000,000 for MinorCo, L.P.'s interest.

memwmymmmnmﬂmﬂu and losses first to the general
partner (Holdings) and secondly to the limited partner (MinorCo, L.P.), after giving effect 1o special allocations.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)

After special allocations, profits are allocated first to the general partrer (o 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. The general partner is allocated
all remaining profits. Losses are allocated, after considering special allocations, to the general partner until its
capital account is zero and secondly to the limited partner to the extent of its capital account balance. Any
remaining losses are allocated to the general partner.

‘The financial statements have been prepared from the date of inception, October 24, 1994, for WirelessCo,
L.P., and March 28, 1995, for other consolidated subsidiaries, through December 31, 1995 and restated 10 include
certain operations of Hoidings as discussed in Note | above. The assets, liabilities, results of operations and cash
flows of entities in which the Partnership has a controlling interest have been consolidated.

The limited partnership interest of MinorCo, L.P. in WirelessCo, LP. is reflected as a minority interest.
Pursuant to the Amended and Restated Agreement of Limited Partnership of WirelessCo, LP. (**WirelessCo
Agreement””), MinorCo, L.P. has not been allocated any losses incurred by WirelessCo, L.P. The WirelessCo
Agreement stipulates that all losses are to be allocated to Sprint Spectrum LP., the general partner, until the
general partner’s capital account is depleted. All significant intercompany accounts and transactions have been
eliminated.

Parent Undertaking—1In addition to the MajorCo Sub Agreement, cach Parent has entered into an agreement
which provides for certain undertakings by each Parent in favor of other Partners and which addresses certain
obligations of the Parent pertaining to items including provision of services, confidentiality, foreign ownership,
purchasing, restrictions on disposition and certain other matters.

Development Stage Enterprises—The Partnership and its subsidiary are development stage enterprises. The
success of their development is dependent on a number of businc + 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 Partnership products and services. The Partnership and its subsidiaries
have not yet generated operating revenues.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Eguivalemts—The Parmership considers all highly liquid instruments with original
maturities of three months or less to be cash equivalents.

Property, 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 telecommunications plant is retired, or otherwise disposed of, its book
value, net of salvage, is charged 10 accumulated depreciation. 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 licente obligations.
The Partnership believes it has and will continue to meet all requirements necessary to secure renewal of its PCS
licenses. The Partnership has also incurred costs associated with microwave relocation in the const-uction of the
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(A Development Stage Enterprise)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)

Pﬁmﬂﬁmﬂﬂmd?ﬁﬂnﬂﬂnﬂ&murﬂmﬁmmﬁllmunﬂ:mﬂum
mmﬁmwmmnmdmmﬂummnumwuﬂuﬂﬂin 1995, or
h&epﬂﬁﬁmﬂcﬂhﬂ%lﬁ‘{dﬂdimqﬂm}mbmnhwil. 1974, No interest has been incurred or
capitalized pertaining to the acquisition of the PCS licenses.

Themgdn;vﬂundrmddﬂuddﬂfadhﬂnﬁhktuﬂmiub}oﬂmpmﬁ:wﬂmm
Parmership curreatly expects the carrying amounts to be fully recoverable. Impairments of intangibles and long-
lived assets are assessed based on an undiscounted cash flow methodology.

fm?m:—-‘!hPumhlphuﬂpuﬁdedrnrrndm!mmmimmuﬂmmhmumm
responsibility of the individual Partners.

Financial Instruments—All of the Partnership's financial instruments, including cash and cash equivalents,
muivﬁluﬁum:ﬁﬁuundmﬂpyﬁkmshﬂminmﬁmwﬂinﬂy.duhﬂm sheet amounts
approximate the fair value of the Partnership’s financial instruments. :

Use of Estimates—The preparation of financial statements in conformity with generally accepted accounting
pindphmq&uwumhmmwm;ﬁmﬂummmnrm
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

4, PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consisted of the following at December 31, 1995 and 1994:

1994 1994
Office fumiture and fiXtures. .....ovuvosissnssvninarinne $450910 § 2,901,633
Telecommunications plant—construction work in progress. . — 29,200,467
450,910 32,102,100
Less accumulated depreciation .........ccoceeuranianiaan (37,716) (204,721)

$413,194 $31,897,379
mrome— et

5. INVESTMENT IN UNCONSOLIDATED PARTNERSHIP

On January 9, 1995, WirelessCo, L.P., acquired a 49% limited partnership interest in /umerican PCS, L.P.

“APC''), American Personal Communications, Inc. (**APC, Inc."") is the general partner. The investraent in

APC is accounted for under the equity method. Summarized financial information of APC as of and for the year
ended December 31, 1995, is as follows:

Total 8S88LS .......covvavesastonsanes T e S $237,325,784
Total oIS ..ovvvversoranrsrrssrssssssninsisssnnsncensensss 171,179,908
Total revenues ....... I AP g R PR P % 5,153,469
INELIOBE & v vverimrnnsnrssnnssssssasasnassanasssdatssannanssass 41,551,446

dy




REORGANIZED SPRINT SPECTRUM L.P. AND SUBSIDIARY
(A Development Stage Enterprise)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

mrwom;mmummm«wmu:nnwmmuﬂ
December 31, 1995:

INVESIMENL . . .. vevivinnnnnrrnrnnsssssnncone sennnsnnsns $23,442,000
Payment for call 0ption ...........ooovuiiiniirnnnnnsinsinn 10,000,000
Capital contributions . ... ......vvvvunrernnnneinesninnensrnnnn,., 98,330,068
Equity in Josses .......viviriniiiiiiriin e enanaann (46,206,097)
Ending investment ............ FR R e Pea—— R 585,545,971

The unamortized excess of WirelessCo, L.P.'s investment over its equity in the underlying net assets of
APC at thdu:nfnmﬁﬂﬁmwﬂﬂ.l!ﬂ.ﬂ?.ﬁzminvmmlu:mmmdm a straight line
bui!uv:rlnuﬁmduuﬁulifedlﬂym.hmwﬁuﬁmimhdudinaquilrinhuurumﬁm
parmhipwumﬂ'.mfwlhermmdndmmhll. 1995,

WirelessCo, L.P. receives an affiliation fee of 3% of gross revenues from APC for APC's affiliation with
the Sprint Spectrum business.

The call option in APC acquired on January 9, 1995, provides WirelessCo, L.P. with the right 1o purchase
muﬁmmanmmmmmmmwnnmmmwmm
network build-out is completed. The first increment, an additional 20% of the APC, Inc. ownership interest, can
be acquired in each of the fifth through seventh years with the remaining interest available for purchase in the
eighth through tenth year. APC, Inc. also has the right to put a portion of its ownership interest to WirelessCo,
L.P. on an annual basis in an amount representing the greater of (i) one-fifth of APC, Inc.'s initial percentage
Inmmnfﬁliinﬁﬁ:ur{ii}dupaﬁmnfm Inc.’s interest equal to APC, Inc.'s obligation for annual FCC
purmmuml:emﬂebyﬁ?&hﬁnﬂqnﬂu&cmnplﬁmofduiﬁﬁd?ﬂ&mmtbﬁhﬂthw;hm
ﬁﬁhmﬂwdﬂz.ﬁwﬂupﬂuﬂﬂnnﬂuﬂmwﬁmmb&dmlr:Fti:'flluc.udtﬁned.nf
APC at the date of exercise.

During the initial five year build-out period, which began in December 1994, APC, Inc. and WirelessCo,
L.P. are obligated as follows: (a) APC, h:.hnbﬂ;udmmﬂ:upiulmuihuﬁminmmmaquﬂmrb:
-mmemwmm:mpmummmc.m@m Inc. has sufficient cash flows or can obtain
financing from a third panty; (b) if APC, Inc. is unable to meet such obligation, WirelessCo, L.P, is required to
contribute the shortfall, upon ten days prior notice; (¢) WirelessCo, L.P. is required to contribute equity 1o APC
necessary for operations up to an amount of approximately $98 million; and (d) WirelessCo, L.P, is obligated 10
fund the cash requirements of APC in excess of that described in (a), (b), and (c) above, in the form of either

henmmmuudbwimmumqrndupwm:mdmuhp-ﬁhhuwch time when APC has
sufficient funds to permit repayment. Subsequent to December 31, 1995, and through March 31, 1996, $83
million of additional advances were extended to APC.

The partnership agreement between WirelessCo, L.P. and APC, Inc. specifies that losses are allocated based
on capital contributions and certain other factors. Under the equity method, WirelessCo, L.P. has recognized the
mnjoritynruupmnmhiphtmmdminluMmummnumdmiuc:piutmﬁpuﬁwmd
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(A Development Stage Enterprise)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—{Continued)

thcm“hnu&wﬂum:dmufm Short-term incentive compensation is based on
immﬁwwﬂmra:ﬂpdﬁmbudmﬂuhmﬂp'lwmmnﬁmmﬁm
mﬂnhﬁuﬁjﬂwmﬂﬂpmﬂ:pumdnh&udww

WMWMWmeﬁmhhh«mmﬂu
mmwﬂmhmmwvmpmmmmmo{m
mmmhwdwm.

me:umwpmwmsmwmﬁ.w
a1, Iﬂinmupiduswwuldummhnummmyﬁmﬁhﬁm&wu
smuwwlmmwmmmdmﬂnmuu 1995. No payments were made
through December 31, 1994.

w;:mwrm—&m:ﬁmm. 1996, the Partnership established a savings and retirement
program (the **Savings Plan™) fummﬂkhuwwwfyundﬁhﬁHMImau
hmdkmmﬂ&ﬂmmhﬂdmnﬂmﬂnmmwﬂ:ﬁpﬁhmm
wﬁmhumwmmwambﬂmmmmwwm
ummmmfwuypmﬁmtuurﬂhlﬁiofnwhpuﬁcip-m‘:
i Hmhtﬁmcmpbyuwhnh:uwminduhﬂnﬂﬁmmdmﬁnlmﬁhﬂm
mmmhfmmmmmm-mmmmmmmm::mmmqm
.‘H}'l-ot‘ﬂummnrﬂnbuichefmmmmmmnfmhmtpmupmﬁinlmch:mplm':
mM.MW&&WMNhMﬂmwmuMmmumﬂkﬁw
inm[mmmmﬁmh&ﬁnpHu;muiﬂywillbcuud:mlyupmmirmmutoﬂm
mﬁna&mofcmpwmﬂnhuddmﬁbyhpuudm

Profit Sharing (Rerirement) Plan—Effective January, 1996, the Panership established a profit sharing plan
for its employees. Employees are eligible to participate in the plan after completing one year of service. Profit
Mn:mﬁmmwmmwmuﬂmdum&wwm. Profit sharing

7. COMMITMENTS, CONTINGENCIES AND SUBSEQUENT EVENTS

Operating Leases—Minimum rental commitments as of December 31, 1995, for all noncancelable operating
leases, consisting principally of leases for office space and cell and swilch sites, arc 5 follows:

BODE ..o v snenrensansnseinsiegraioiaesvatiesansiiininysrsntanssty $1,642415
BOUT .+ ccrervanrnnamesnneniosss shsonsosivevinartaosuonssts apenny 1315215
T S———————rT DUV T PR LER 1,318,578
1000 .. civsonsansonsnannnansorndsdaspassasonnevnnenisaipensentes 1,335,394
2 11| R P b . 1.231.998
THETCRIET . ¢ o covvesserransrnbssssosssnrstnassssanarsarasminonbons 0,370

$6,8R1,974

Ee————
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(A Development Stage Enterprise)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

. Subsequent to December 31, 1995, and through March 31, 1996, the Pantnership entered into several
significant operating leases with minimum rental commitments over the lives of the leases of approximateiy $58
il

Gross rental expense aggregated $687,486 and $104,573 for the year ended December 31, 1995 and for the
period from October 24, 1994 (date of inception) to December 31, 1994, respectively, and is included in general
and administrative expense in the consolidated statements of operations. 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 Partnership entered into procurement and services
contracts (the **Procurement Contracts'"') with AT&T Corp. (subsequently assigned to Lucent Technologies, Inc.,
*“*Lucent’") and Northern Telecom, Inc. (**Norel'* and together with Lucent, the **Vendon"') for the engineering
and construction of a PCS network. Ea h 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, [n the event of delay in the completion of the PCS network, the Procurement Contracts provide
for certain amounts (o be paid to the Partnership 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.

Purchase Commitments—The Partnership has also entered into agreements to acquire various cell and
switch sites. Commitments to site acquisition vendors are approximately $152 million and commitments for
construction contracts and purchases of equipment, handscts and other services are approxima:ely $469 million.
Such agreements have been executed by, or assigned to, Sprint Spectrum L.P. or its subsidiuries on or before
July 1, 1996.

Vendor Financing—The Pantnership has obtained financing commitments from Nortel dated June 11, 1996
for $1.3 billion and from Lucent dated June 21, 1996 for $1.8 billion of multiple drawdown term loan facilities
(the **Vendor Financing'*). The proceeds of such facilitics would be used to finance the purchase of goods and
services provided by the Vendors under the Procurement Contracts. The Vendor Financing would be non-
recourse to, and will not be guaranteed by, the Parents and the Partners.

Borrowings under the Vendor Financing would be collateralized by a first priority lien (the **Shared Lien"’)
on (i) all of the pantnership interests in WirelessCo, L.P., RealtyCo and EquipmentCo, (ii) cerain intangible
property assets and (iii) any real property having a value greater than $15 million. The Shared Lien would serve
as collateral for the Vendor Financing and certain other financing from banks or other parties, not 1o exceed a
specified level. Such financing would be unconditionally guaranteed by WirelessCo, L.P., RealtyCo and
EquipmentCo.

Loans under the Vendor Financing would amortize quanerly over the five year period commencing on the
date that is 39 moaths after the end of the one-year period during which such loans were made.

Under the Vendor Financing, subject to certain conditions, the Partnership would be required to make

mandatory prepayments of 100% of the net cash proceeds of any sale or disposition of subsidiaries or any sale
of material assets that are not reinvested in the wireless telecommunications busii<sses.
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The Partnership would be able to elect that all or any portion of the borrowings under the Vendor Financing
bear interest at a rate per annum equal to either (7) the ABR plus an applicable margin or (ii) the Eurodollar rate
(LIBOR) plus an spplicable margin. The ABR is the higher of (x) the rate of interest publicly announced by a
commercial bank to be determined as its prime rate in effect at its principal office in New York City and (y) the
federal funds effective rate plus 0.5%.

The Nortel portion of the Vendor Financing requires, as a condition to funding. the commitment of v..2ain
additional financing from third-parties. '

Bank Credir Facility—The Partnership has received a commitment from Chemical Bank to provide a fully
underwritten senior credit facility, (the *'Bank Credit Facility'") in the amount of $2.0 billion. The proceeds of
the loans under the Bank Credit Fcility would be used to finance capital expenditures, operating losses, the
working capital needs of Sprint Spectrum L.P. and for partnership purposes.

Borrowings under the Bank Credit Facility would be unconditionally guaranteed by WirelessCo L.P,
Mnﬁmwhmmmmmmmuqmuww
the Shared Lien. The Bank Credit Facility would be non-recourse o, and would not be guaranteed by, the Parents
or the Partners.

The Bank Credit Facility is expected to automatically reduce quarterly commencing five years and three
months following the closing date of such facility and ending nine years after the closing daie. Subject to centain
conditions, the Partership would be required 1o make mandatory prepayments or apply a |ortion of its excess
cash flow to ratably reduce commitments under the Bank Credit Facility and prepay loans under the Veador
Financing.

Thqurmhipwuldbuhl‘-uwehulhulﬂunpuﬁmofth:bmmwinpundﬁhﬂmk&diﬁ:iﬁty
bear interest at a rate per annum equal to (i) the ABR plus an applicable margin or (ii) the Eurodollar Rate
(lIBDR}pimmqplinhhmmunhﬂuﬂﬂmuf{:}m“uu!wpub-licirmnmnmdhyﬂn
administrative agent as its pdme rate in effect at its principal office in New York City and (y) the federal funds
effective rate from time to time plus 0.5%.

The Bank Credit Facility and the Vendor Financing would contain a number of financial operating
covenants that, among other things, limit the ability of the Partnership to incur additional indebtedness, create
liens and other encumbrances, make guarantee obligations, make distributions to partners and repurchases of
equity, make acquisitions, investments, loans and advances, merge or consolidate with another entity or engage
mmymmmmmwmmmmmnmnummmm
ability of WirclessCo, RealtyCo, and EquipmentCo to incur liabilities or engage in non-designated activities.

8. RELATED PARTY TRANSACTIONS

The Partnership reimburses Sprint Corporation for certain accounting, data processing, and other related
mmrwmmwmwswwmwmmnmuﬂp,mwm
is allocated the costs of such services based on direct usage. Allocated expenses of approximate’y §2,646,000
are included in general and administrative expense in the consolidated statement of operations for 1995. No
reimbursement was made through December 31, 1994,
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mu.w:cﬂmmummwmmmwrmmm,.fqm
mummmmn_mmywmmw.hmm
certain cash payments on behalf of PhillieCo, L.P. and Cox's #”*liate, will receive reimbursements for direct
mmwn“hwmwmmmwm&mm
in receivables from affiliates are receivables for services provided as of December 31, 1995, of $183,225 and
$136,528 due from PhillieCo, L.P. and, Cox's affiliate, respectively, '

wmuwhuwpmmﬂmmmfmmwhwp
from a third-party provider, . _
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