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May 7, 1998

VIA OV ;

Blanca 5. Bayo, Director

Division of Records and Reporting
Flonda Public Service Commussicn
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re:  Application of NXLD Company, Docket No. 980557-T]

Dear Ms. Bayé:

Enclosed for filing on behalf of NXLD Company (“"NXLD") are an original and five (5)
copies of a supplement to NXLD's Application Form for Authority to Provide Interexchange
Telecommunications Service within the State of Flonda. NXLD previously filed its Application on
Apnl 22, 1998. The supplement, which is being provided at staff request, includes an expanded
response to Question #18 on the application as well as a copy of the relevant portions of the 1997
Form 10K for NXLD's parent. Upon advice of staff, no additional verification is provided for the
supplement. Also included, at staff request, is a signed and dated Appendix B to the Application,
Customer Deposits and Advance Payments. As indicated previously in NXLD's initial application,
NXLD does not intend to require deposits, and thus Appendix B is not relevant 1o NXLD's services.

A Plcasc date-stamp the enclosed extra copy of this filing and return 1t in the self-addressed,
ACK ____paostage-paid envelope provided. Should you have any questions concerming this filing, please do
AFA | not hesitate to contact us.

APP
Very truly yours,

((“ (I, }qu" fhluen Fpeu,y

CTIR wa}- llien Sp:mntr
£r7 Marcy A. Greene

LE [ Counsel for NXLD Company

LI". . _Enclosures
r cc; Ms. Nancy Pruitt
Mr. David Draper

REF e
- —I Floyd Self, Esq.
\ DOCUMENT NEMMIR-DATE
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** APPENDIX B **

CUSTOMER DEPOSITS AND ADVANCE PAYMENTS

A statement of how the Commission can be assured of the security of the customer’s
dqmdnlmdlﬂmm:pqm:uunuybeuqmmmﬂtnhum:ufd:ﬁﬂhwhu-umsﬂpﬂhzm.

please check one):
(X0  The applicant will not collect deposits nor will it collect payments for service
more than one month in advance.

() 11rqnﬂhuluﬂlﬂhummdn(huuﬁu&mlnhnﬁmﬂnlnwuyhmﬂin:n
amount equal to the current balance of deposits and advance payments in excess
of one moath. (Bond must accompany application.)

& n
L ) ", ] |
- Date

(Fod) 3GY-Boee
Telephone Number

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24 471 and 25-24 473,
-13-




13.

14.

15.

16.

17.

18.

Do you have a marketing program?
Yes.
Will your marketing program:

(X) Pay commissions?

( )  Offer sales franchises?

( )  Offer multi-level sales incentives?

( )  Offer other sales incentives?

Explain any of the offers checked in question 14 (1o whom, what amount, type of
franchise, etc.). NXLD will pay commissions directly to individuals employed by
NXLD to market its services, Commissions are paid for each account or for each
line sold. Commissions range from $5 to $20 per line depending on the particular
applicable incentive program.

Who will receive the bills for your services (check all that apply)?

(X) Residential Customers (X) Business Customers

{) PATS Providers {) PATS Station End-Users

( )  Hotels and Motels () Hotel and Motel Guesis
{) Universities () Univ. Dormitory Residents
() Other,

Please provide the following (if applicable):

{a) Will the name of your company appear on the bill for your services and, if not,
who will the billed party contact to ask questions about the bill (provide name
and phone number) and how is this information provided?

Yes, NXLD's name will appear on bills sent to customers.

(h) Name and address of the firm who will bill for your services.
NXLD will perform its own billing operations.

Please provide all available documentation demonstrating that the applicant has the
following capabilities to provide interexchange telecommunications service in Florida.

A. Financial capability.

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24 473.
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19.

Regarding the showing of financial capability, the following applies:

The application should contain the applicant’s financial statements, including:
1. the balance sheet

.2 income stalement

3. statement of retained earnings for the most recent 3 years.

If available, the financial statements should be audited financial statements.

If the applicart does not have audited financial statements, it shall be so stated.
The unaudited financial statements should then be signed by the applicant's
chief executive officer and chief financial officer. The signatures should affirm

that the financial statements are true and correct.

NXLD does not have any audited financial statements available at this time. NXLD
is financially qualified to provide interexchange telecommunications services, as
demonstrated by the SEC Form 10-K for 1997 for Nextel Communications, Inc.,
("Nextel"), NXLD's ultimate parent, attached hereto as Exhibit 2, Nextel will
provide financial support for NXLD as NXLD establishes its operations and
Hr\'hﬂ-

Managerial capability.

See Exhibit 3.

Technical capability.

See Exhibit 3.

Please submit the proposed tariff under which the company plans to begin operation.
Use the format required by Commission Rule 25-24.485 (example enclosed).

NXLD's proposed tarifT is appended hereto as Exhibit 4.

The applicant will provide the following interexchange carrier services (check all that

MTS with distance sensitive per minute rates

() Method of access is FGA
() Method of access is FGB

FORM PSC/CMU 31 (3/96)
Required by Commission Rule Nos. 25-24.471 and 25-24.473.
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Securities registered pursuant to Bection 12ig) of the Act, CLASS A COMMON
STOCK. §0.001 PAR VALUE

Indicate by chack mark whather the registrant (1) has filed all reportr
required to be filed by Bection 1) or 15i{dl of the Securitlies Eachange Act of
19)4 during the preceding 12 months (or for such shorter period that the
rutur.nnr. was required to file such reports). and (2) has been subject to such
filing regquirements for the past 90 days. Yas [X] Wa | ]

indicate by check mark i: disclosure of dalinguant filers pursuant to [tem
405 of Regulation 8-K is not contained herein, and will not be contained, to the
best of registrant‘'s knowledge, in definitive proxy or information statemsnts
incorporated barein by refersence in Part II1 of this Porm 10-K orF any asendsent
to this Form 10-K. [ ]

Based on the ““:::I sales price on March 1, 1997, the aggregate market
value of the voting st beld by nonaffiliates of che reglastrant was
$3,218,713,158.

On March 1, 1937 the number of shares outatanding of the regisctrant's Class
A Common Stock and Class § non-voting Cosmon Stock, §0.001 par value was
23%,330,94) (iocludiog 1,610,060 shares held in treasury! and 17,830,000,
respectively.

DOCUMENTES INCCRPORATED BY REFERENCE

Porctions of the Proxy Btatement relsting to the Annual Meeting of
Btockholders scheduled to be held on or about May 15, 1997 are incorporated in
Part III. Itema 10, 11, 12 and 1).

L L T L R R Ty

<« PAGE » 2
NEXTEL COMMUNICATIONS, INC.
PART 1
ITEM 1. DUSINESS
INTRODUCTION

On July 28, 199%, MEXTEL Communications, Inc.. a corporation organized
under the Laws of the State of Delawars in 1987 (“Old Mextel®), was merged with
EEMR, Inc. ("ESMR*), until than & wholly owned subsidiary of Motorola, Inc.
[*Motorola®) . ESHR was the surviving ration in the = r (the *Motorola
Transaction®) and succeedsd to Old Mextel's sssets and liabilities. EEMR changed
its pame to Nextel Comsunications, Inc. (*Nextel® or the "Company"), effective
upon the consusmation of the Motorola Transaction. References herein to Hextel
or the Company for ::ﬂud.l prior to July 28, 199%% refer to Old Mextel as the
predecessor to the business and operations of Wextsl. Unless the context
regquires otherwvise, references to the Cospany or to Mextal are intended to
include Mextel Communications, Inc. and ites consolidated subsidiaries.

Information contalned hersin gives effect to the acquisition of
approximacsly 1,230,000 shares of the Company's Class A Cosmon Gtock, par wvalue
§.001 par share (the "Class A Common Btock®). by Digital Radio L.L.C. (the
"McCaw Investor”) on April 8. 1993, an additional acquisition of 8,163,268
shares of the Cospany's Class A Convertible Redesmable Preferred Btock, par
value §.01 par share (the *Class A Prefesrred Gtock®) and 82 shares of the

‘s Class B Coovertible Preferred Stock, par valus §.01 per share [the
*Class B Preferred Stock®) by the McCaw Investor and the consussation of related
transactions on July 28, 1993 i(cthe *"McCaw Transaction®|, the serger of OneCoss
Corporation ("OneComs®) with and inte Mextel on July 28, 1995 (the "OneComs
Transaction®], the consusmation of the Motorola Transaction on July 28, 1995,
the sarger of a subsidiary of Mextel with Aserican Mobile Systems lncorporated
{*AMZ") on July 31, 1995 (the “AMO Transaction®), and the serger of Dial Page,
Inc. (*Dial Page*) with and into Maxtel on January 30, 19584 (the *Dial Page
Tracaaction®) .

Mextel's business consists principally of providing s wide array of digital
and apalog wireless communications services to ite customers in the United
fitates, in each case utilising £ ian licensed to ite subsidiaries by the
Fedaral Comsunications Cosmission [*FCC®). MNextel provides a differentiated

ckage of integrated digital wireless cosmunications services under the Nestel

rand pams to customars of the various petworks coanstructed and operated by
Mextel's subsidiaries in and around major metropolitan population centers
throughout the country. Collectively, the Company's operations constitute one of
the largest integrated wireless communications networks utiliEing & single
diglhl transmission technology currestly offering commercial mervice in the
Uniced States. Through its digital and analog wireless communications networks,
Eaxtel is the leading provider of specialized mobile radio (*SME<|] wireless
communications esrvices io nearly all 4§ states in the continentsl United States
and in Mawali. Mextwl has significant MR spectrum holdings in and around
virtually svery major business and populition center in t country, including
all of top 50 metropolitan market arcas In the United Bcaves

Maxtal's operating revenues primarily ariss from ite digital and anal

o
wireless communications businesses in the United States, particularly the sobile
telephona service and two-way radio service and, to a lesser extent, from sales

7ol 283 M PRGE |0 4% W
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and maintenance ©f related squipsent Mextel's business plans and efforte are to
& large axtsnt directed toward replacing the remaini traditional analog GMN
systema that it cur"n':lr ocperates with advanced wmobile comsunicaticns systess
employing digital techaclogy with & multi-sites coaliguration permitting
frequency reuse (*Digital mobile networks*). A customer using Mextel's Digltal
HMoblle network curvently is able to access mobile telephons services, two-way
dispatch, paging and alphanussric short-messsging service. and in tha [uture is
expacted to be able to access data transmission. The Company is isplesscting ite
Digital MWoblle petworks utilising digital technol developsd by Motorola (such
technol ie referved to am the *integrated Digital Enhanced Metwork® or

“iDEN") . of December 31, 198,
]
«PAOE» k|
Nextel's Digital Moblle networks were oparating in major metropolitan market

arsas throughout the United States that collectively accounted for approximately
50% of the total United States population.

Prior to the second quarter of 199, the Company isplessnted lts Digltal
Hobile netvorks in ite market areas using Motorcla's firet generstion LDEN
technology. During that tims frama, the ancountered certaln technology
and system performance issues relating primarily to the volce transmission
quality of the mobile telephons service. In response to thase issuss, the
Company and Motorols took action on several fronts to address system parformance
issuss in general, and voice transmission lity concerns in particular. bee
*Haxtel's Digltal Moblls Networks -- Experience with First Censration |DEN
Systers lmplementation.” Additionally, the Company, together with Motorola. in
1905 Legan pursuing & program directed toward the development and deploymsent of
modifications to the firat gencration IDEN technology platform, uh.j.l::
modifications were targeted specifically at improving the volce transmission
guality of the mobile cal service. The Company comsmnced the full-scale
commarcial launch of Lts first Digital Mobile networks incorporating the
modified IDEN technology (referred to herein as "Reconfigured 1DEN*) in the
Chicago metropolitan market area late in the third guarter of 1996,
hblt?nuuv. Bextel commenced full-scale commercial launches of the
Reconfigured 1DEM Digital Mobile petworks in the Atlanta, Boston, Denver,
Detroit and Las Vegas metropolitan market areas and in the Northern Callfornia
market area, in each case accompanied by an aggressive, regionally focused
marketing caspajign.

Racantly, Mextel announced the introduction of ite national digital network
and indicated that it will oot charge roaming fees for its customers traveling
nq;wbc" on the national digital petwork. Mextel's national digital network,
which covers major setropolitan areas representing approximately 50V of the
United States population, will snable Wextel's mobile telephone customers to
“roas* throughout the markets coversd by the network at the same airtime rate
charged in their homs markets. The Nextsl nationa]l digital network provides the
sams mobile telephons functionality and related features offered to customars in
their home markets and eliminates the complex disling procedurss, access fees
and higher per-minute alrtime rates often encountered by “roaming® customers of
cellular providers. Additionally, tha y recently announced s new billing
policy. pursuant to which Mextel will bill its mobile telephons service
customers based on the actual number of seconds of alrtime used after the first
minute, In contrast to the cellular industry practice of rounding all calle up
to the next minute.

Over the three ysars endad December 11, 1994, the number of subecriber
unite in sarvice on Mextel's Digital Mobile network has increased substaatially,
refllecting acquisitions, the cosmencessnt of Digital moblle petwork service in
certaln marksts and incressed sales in markets in which Digital Mabile network
services are provided. As a result, the number of subscriber units in service on
Kextel's Digital Mobile network iocressed from 1).500 at December 11, 1994, to
85,000 at December )1, 1995 and to )00.)00 at December 31, 19%. Ses also
"Mextel's Existing Analog BMR Operations.*® Nextel's business and marketing
strategy for its Digital Mobile networks continues to be based cn, and reflect.
;ﬂg"“iﬂl focus on multi-service business users in its marksts with Digital

ile networks.

During 198 and into sarly 1997, Nestel aleo significantly expanded ite
operaticons and lovestmants involving wireless cosmunications service providers
cutaids the United Staies, which are conducted under or are coordinated by or
through McCaw International. Ltd. ("McCav International®), an indirect, wholly
owned subsidiary of Mextel. With the exception of the equity interssts held by
Hextel and by McCaw Internstional in Clearnet Communications, Inc. (*Clearnet=),
a major provider of analog and digital BMP wirsless comsunications services
throughout Canada, and the bolder of one of the two nationwide personal
communications searvices (*PCE") licenses awarded in Canada, McCaw
Internaticnal’'s subsidiaries or other entities in which McCaw Internaticnal
bolds equity or equivalent interests own and operate wireless cossunicaticns
systems in Latin America and Asia. McCaw International’'s cperating cospanies
currently provide & varlety of analog or digital wireless commsunications
sarvices (including analog SME dispatch and interconnect, paging and
alphanumseric short-sassaging and digita] mcobile telephons services! Ln certain
major metropolitan areas in Argentina, Brapil, Mexico. the Phil:rpines and
Bhanghai, China.

Haxtel's principal executive and adsinistrative faclility is located at 150%

Farm Credit Drive, Mclean. Virginis 221021, and its telephone number &t That
location is (703 3%4-3000.

Jof 783 4TS |04 e
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BUSINESS STRATEQY

Mextel's principal businsss cbjective s to becoms & leading providar of
wirelese communications services in major sarkets throughout the United States
and to becoms s major participant in the global wireless cosmunications business
by making selective internatjional iovestments in wireless commsunications
services cospanies in emerging markets with strong losg-tefw sconomic growth
prospacts. To accomplish Lts ocbjsctive in Che United States. the Cospany intends
to capitalize upon ths opportunity mads possible by the February 13, 1991
unanimous FCC decision .pt:nl the Cospany's proposal Lo create Digital Moblle
patworks within ite #six t ~enleting markets. The ‘s imitial strategy
was to consclidate the [ragmented SMR industry Lo the largesat markets in the
United States through the acquisition of BMA systema that had achieved minisum
FCT loading requirsmsnts o a8 to permit tion of fregquancies in a single
markst. See "-- N lation.” The bas also acquired spectrum through
mergers and acguisitions as well as cbtaining licenses from the FCC. more
recently, the Company's sfforte have focussd on the developsent and deploymant
of Digital Mobile networks to replace its traditional analog BME networks
Customsrs of the Company's Digital mobile petworks currently are able to saccess
moblile telephons, two-way dispatch, paging and alphanussric short-msessaglng
services using a single, multi-funcrion subscriber unit. In tha future, the
Digital Mabile natwork service offerings also are expected to include data
transmission capabilities.

The Cowpany currently is considering adopting and implementing a newly
developed revised business plan (the "Revised Business Flan®). which would
involve & more accelerated and sxtensive deployment during 1997 and 1990 of the
Reconfi ADEN technology platform tll-l‘h]:r!ﬂﬂ. the Company's existing and
contemplated Digital Mobile networks (includipg primary connecting routes
betwean affected marksts) in the United States, The Cospany anticipates that
deployment of Digital Moblle networks utilizing the Recoafigured LDENM technology
platfors will enable it to provide potential customsrs in its markets with an
integrated package of wireless communications services compatitive with the
service pa 8 beiog offered currently or sxpscted to be offered by other
providers of wireless communications services in those markets. The Revised
Businaas Plan does not contemplate & significant increass in the population
coverage to be achisved the Digital Moblle networke in ornum AL tThe end
of 1990, as compared to t population coversge targets reflected in ite current
business plan (the “Existing Busicess Plan*). Mowsver, there are significant
areas of difference betwesn the Existing Business Plan and the Revised Business
Plan in cerma of the raphical coverage ocbjectives, the parcelved customer
demands for and utilisation of the relevant wireless services and the
posictioning of the Company's products and services relative to those of
competing wiresless communications ssrvice providers. The Company believes That
the implementation of its Revissd Business Flan will bettsr poaition Wextal both
to achieve lts strategic cbjectives and to prepare fOr eserging competition in
ths wirelass cossunications industry. sspecially from certain current operators
that, on their existing cellular fregquenciss or on othar freguencies acquired by
such cparators or thelr affiliates in the recently concluded PCE mpectrum
auctions, are in the process of converting their wireless cosmunications systems
to digital technology formats and are moving to provide *nationwide coverage® on
the resulting systems. The Cosmpany belisves that & sigaificant strategic
advantage may axist in being *first co market.* particularly in comparison to
the nev “satreprensur block® PCE licensses and other existing or potential
regional wireless comsunications ssrvice providers, which may sncounter
significant financial and othar challanges in replicating or overtaking the
Company’s l-ndu-lntr.'[ position once the Cospany successfully coacludes its
nationwide Digital Moblle network bLuild-out plan and develops & sufficient
customsr bhase in ite markets. Ses *-- Hevissd Bupiness Plan. *

Although the Company already has taken a nusber of significant steps in
anticipation of implementing the Revised Business Plan, and further actions
currently are underway to reach that ocbjective, several of the actions that sust
be taksn to snable the Cospany to implemsnt the Nevissed Businmess Plan are
dependent on certain actions by or responses from third parcies, which asm ywt
have not been secured. Hee "-- Revised Business Plan® and *Risk
Factors -- Mextal to Megquire Additional Flnancing® and *-- Forward-Looking
Bcatemsnts . *

«<PAIE = ]
CURRENT WIRELESS COMMUNICATIONS INDUSTHY

Today's wireless comsunications industry was crsated by the FCC in 1970 te
provids high-guality. high-capacity communications services to vehicle-sounted
and band-held portable telephones and other two-way radis unites. Toward this
end, the FOC reallocated 115 Mz of radioc spectrum in the §00/900 MMy bands fros
tha fedaral roment and UMF television to land mcbile service use. The FCC
allocated imitially 40 MMz for cellular sarvice (which were allocsted In egual
blocks to two cellular operators im sach Metropolitan Sratistical Ares (*MEA*)
or Rural Scacistical Ares ("KSA®|) and 30 MHz for privace radic services,
including BMR, The FCOC later increased the allocations to 50 MH: for cellular
service and 46 Mz for private radic services dus to capacity constraints. The
resalning 19 MH: were divided among slx different sarvices. Bacauss of
regulacery dalays, the firet comsercial cellular systems werw not operational
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until 198). Since then, however, growth in the industry has been rapid, with
approximataly 44,000,000 mobile talephone units (consisting of analog cellular.
digital ecellular and PCS units| in service at Dacember 31, 1996, The first EME
systems became operational in 1974, and EMR unlts in service had grown foe
spproximataly 2,300,000 by December 11, 19%6. The number of other private radic
users is sstimated to be approximately 16,500,000 as of December 31, 19%6.

EMR AND CELLULAR/SPCE TELEPHONY

The cellular telephones industry has beem a regulated duopoly The FCT
avarded only two licenses to provide cellular service In the service ares of any
given cellular MEA or REA. Additionally, the FCC has allocated 130 MMz spectrum
in the 1.8-2.3 GHs band for the provision of PCS, which includes mobile wireless
communications services similar to thoss provided over Mextal's Digital Mobile
networks. The PCC has awarded three J0 MM: and three 10 MHr licenses for this
spactrum on eithar a Major ‘I‘nﬂl:r Area (*MTA®) or & Basic Trading Area (*BTA"I
(sach as dafined in the Rand ly Commercial Atlas) market definition through
a compatitive bldding process. Since Ausgust 10, 1906, FMR operators have been
subject to the sams cosmon carrier obligations as cellular and PCS ocperators,
al the amount of spectrus u-tuurm a single EMR licensee is less than
that assignad to cellular and PCE licensees. See *"-- Eegulation ™ Withinm the
limitations of available spectrum and technology, BMN operators are authorized
[1-] f!ﬂ'ﬂ'l‘! mobile comsunications services to business and individual usars.
including mobile telephone, two-way dispatch, paging and moblile dats services.

In the £, howsver, BMR operators have gensrally not been able to provide
mobile tel service competitive with that provided by cellular operators
because of various factors affecting EMRE systes capacity and gqualiiy. The
primary factors affecting capacity include: the smaller portiom of the radio
spectrum allocated to EME; regulations and procedures that initislly served to
spread ownarship of SMR licenses among & large nusbar of operstors in sach
market, thersby further Hlil'-lnr the amount of MR gpectrum avallable to any
particular operator, and traditicnal SMR technology, which esploys analog
transmission and a single sits. high-power transmitter coafiguration, thus
precluding the use of any given EME fregue by more than one caller at & time
within a givea licensed service ares. Humw a8 & result of thease capacity
constrainte, GME operators traditionally have ssphasized two-way dispatch
service, which lmvolves shorter duration cosmsunications than sobile telephone
sarvice and places less demand on systes capacity.

The traditional analog MR market, therefore, has been oriented largely to
customers such as conLractors, service companies and dallivery services that have
eignificant fleld operaticns and need to provide thelr personnel with the
ability to comssunicate directly with one another, either on & ons-to-one of
one-to-many basis. As & result of the foregoing, the brosder market of wireless
comsunications users that are primarily interested in mobile telephons zsrvice
bhas to date been served only on a limited basis by the traditional anslog EMRE
operetors.

NEXTEL'S DIGITAL MORILE NETWORES

The Companmy's business objective in constructing ite Digital mabile
natworks is to enable the Company to offer high-capacity, high-guality, sdvanced
wireless communications services to customers in its markets. A Customar using
Mextel's Digital Mobile network (s able to sccess mobile telepbone services,
two-way dispactch,

«LAOEs [

paging and alphanumeric sahort-messaging services using & single, sulti-function
subscriber unlt. In the future, the Digltal Mobile network service offerings
also are uTncnd £o include data transmismion capabilities. As of Decesber i1,
1986, Wextel's Digital Mobile networks were activated in major setropolitan
markst arsas throughout the United States that collectively accounted for
spproximately 50% of the total United States population. As of December 31,
1996, approximately 300,300 subscriber unite were operating on Nextel's Digital
Mobile networks. Mextsl's Existing Business Plan and ite Revised Businsss Plan,
both of which are discussed herein, are presised on several key assusptiocns,
including the avallabllity of sufficient funding, continued achievesent of
ll:lllum&m:- performance standards and malntenance of targeted service
and subscriber equipment pricing level, Each of the Existing Busineas Plan and
the Revised Businass Plan contesplate the deployment of the Reconfigured IDEN
technology platform in the Digital mobile networks constructed or to be
constructed in Mextel's major metropolitan sarkst areas. Under both plans, by
the snd of 1998, the expecte ite Digital Mobile networks will be
avallable in areas covering approximatsly 85% of the United Btates populatics
The Existing Dusiosss PFlan and the Kevised Business Plan, however, differ in
certaln significant arsas, including the speed and scope of such deployment, See
;luh Factors -- Nextel to Require Additional Flrancing® and *-- Porward-Looking
tatemants . *

Othar SMR system ocparators, 1m:ludi:T Clearnet and Corporacion Mobjlcom
E.A. ds C.V. ("Mobllcom®), which opsrats in Canads and Maxico, respsctively,
have indicated that they plan to ssploy technology compatible with the LDEN
technology used Maxtel. Maxtel owns minority equity Laterests in each of
Clsarnet and Mobilcom (and has certaln rights to control or to influsnce, in
rticular circusstances and contexts, Mcblilcom's policles and cperaticons) and
# sntered into intercperability agreements with Clearmst and Mobllcom to
provide, smong other things, for coordination of customer identificatios and
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138, *"Barnings per share® [(*SFAS 1307, which supersedes Accounting Prirciples
Board Opilnion No. 15. SFAS 120 i effective for 1997 and simplifies the
computation of earnings per share by replaci the presentation of primary
sarnings per share with & pressntation of basic sarnings per share. The
Stacemsnt requires dual presentation of basic and diluted sarnings per share by
entities with complex capital structures. Basic sarnings per share includes no
dilution and is cosputed by dividing income available to cosmmon stockholders by
the weighted-average ousber of common shares outstanding for the period. Diluted
sATTings per share reflects the potential dilution of securities that could
share in the sarnings of an sntity, similer to fully diluted sarnings per sheare
Managesent of the Cospany does not Dalleve that there will be any material
effect of adopting GFAS 120 in 1997.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The consclidated [inancial sctatessnte of the Company are filed under this
Item, beginning on page F-1 of chis Neporc. The financial statemsnt schedules
required under Hegulation &-X are filed pursuant to Item 14 of this Report,

baginning on page F-28 of this Report.

ITEM 9. CHANGES AND DISAOREEMENTS WITH ACCOUNTANTS ON ACCOUNTING FIMANCIAL
DIBCLOSURE

Hone

i0
<« PAOE» 51

NEXTEL COMMUINICATIONS, INC. AND FUBSIDIARIES
INDEX TO CONSOLIDATED FINANCIAL STATEMENTE AND
FINANCIAL STATEMENT SCHEDULES

ATABLE»
«CAPTIONs

i
INDEPEMDENT AUDITORE' REPORT. ... ...cccvusciisaasascnnnnnanas
CONSOLIDATED FINANCIAL STATEMENTS
Consclidaced Balance Sheats as of Decesber 31, 1995 and 39%6... . ..........0.000.
Consolidated Statemmnts of Operations for the Mins Months Ended December 31, 19%4
and the Years Ended December 31, 1995 and 1988, .00 vcvivirmnn s innnnnnn.s
Consclidated Statessnts of Changes in Btockholders® Equity for the Nine Months
Ended r 31, 199 and che Years Endod Decesmber 11, 1995 and 199%6.........
Consolidated Statements of Cash Flowa for the Mine Months Ended Decesber 11, 1994
and the Years Ended December 31, 1996 and 1996........... e e AL A
Hotes to Consolidated Flnancisl DEACemEnL® . ... . ..c.oeicernonennn o e nlei b a el 10E b i
FINANCIAL STATEMENT SCHEDULES
Bcheduls I -- Condensed Financial Information of Registrant.
Il:h-duli II =+ Valuation and Qualifying Accounts... . . ......
= /TABLEs

Pl
«PAOE = 52

INDEPENDENT AUDITORS' REPORT

To the Stockbolders and Board of Directors of
Heaxtel Comsunications, Inc.

We have audited the sccospanying consclidated balance sheets of Nextel
Communications, Inc. and subsidiaries (the *Cospany®) ams of Decesber J1. 199%%
and 1996, and the relaced comsolidated statements of operations, changes in
stockholders’ equity, and cash flows for the nine months ended Decesbar 31,
1994, and the years ended December 11, 1955 and 1996, Cur audits aleo included
the financial statement schedulss listed in the Index at ltem 14ia) (2} . These
financial statemsnts and financial statesent schedules are the responeibilicty of
the Company's managesant. Our responsibility is to express an oplnion on thass
financial statesents and financisl statement schedules based on our sudite.

We conducted ocur audits in accordance with generally sccepted auditing
standards. Thoss standards requlre that we plan and perfors the audit to cbtain
reasonable assurance about whether the financial statements are free of material
misstatemant. An sudit includes examining, on a test basis, svidance supporting
the amounts and disclosures in the fipancial statesents. An sudit alse includss
assessing the accounting principles used and significant estimates made by
mansgemant, a8 well as evaluating the overall financial statemant presentation.
e belleve that ocur audits provide & reascnable basis for our opinion.

in our opinion, such consclidated financial statemsnts present fairly, in
all material respects. the financial position of Mextel Comsunications, Inc. and
subsidiaries at Decesmber 31, 1995 and 1996, and the results of their operations
and their cash flows for the nine months ended Decembar 11, 1934 and the years
snded December J1. 1998 and 1996, io conformity with generally accepted
accounting principles. Alse, in our opinion, such financial statemant schedules,
when considered In relation to the basic consolidated financisl statesantas caken
:;.i rhnl-. present fairly, in all material respects. the information sat forth

reln.

DELOITTE & TOUCHE LLFP
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Mclean, Virginias
March 30, 1997, except for Note 1), as to
which tha date is March 17, 1397

F-2
«FAOE» 53
NEXTEL COMMUMICATIONS. INC. AND EURSIDIARIES
CONSOLIDATED RALANCE EMEETS
AEZ OF DECEMBER 31, 1595 AND 199¢
(DOLLARS IN THOURAMDS |

«TABLE»

<CAPFTION:

199%
al» «C» )
ASOETS

CURRENT ASSETS
Cash and cash equivalents. . cocvrssssssnnsasss ke § 0. 02
Markstable securities................. ileiia’s €b,44)
Accounts and notes receivable, net 41,481
Radios and accessories. ... .. cccoiuvuey P e R N i 11,320
DI R S s e e e 12,711
Total current assets........... A e W TN A T sﬁq.iu
PROPERTY, PLANT AND BOUIPMENT. MDBE ... couoieovonioinmsiannmaneansnn 1,192,304
INTANGBLE ABBETE., DBE . o oo cocvvr s bpsaosdbomsssssonsnnnnsnsssdssnesnnn 1,949,822
OTIER ABEET s 5 5 v v b b aih bt 0, B 0, S W BB b0 B4 W 4B e i e 100, TRE

B3,547,288

LIABILITIES AND STOCTNOLDERS' EQUITY
CUREENT LIABILITIES

AccOURES PAYBDLIE . s o vsvssssrrsrsnsssssssns s ansri s sannnns . § 32)l.2¢0
Accrued a8 and ur.h-l:r .......... D w e e L e R e 130,463
Current portion of long-ters debt...........coiiacniaaonas svhasas 1,277
Total current limbilitdem.......ccov0cve cuiiin P PSR R 165,009
DEFERRED INCOME TAXES . ......:conconacannanasnaiorasaninsssas 549,277
LOMG=TERM DEBT. v ov ot a s nmanisnsssrnasansasioniorarsnonas C 1,607,829
Total LIADALACL@E. . cvovuinancanannan A R T A A T B 1.602.11%
COMMITHENTS AXKD CONTINGENCIES (Motes &, § and 132)
STOCIIOLDERS " EQUITY
Preferred stock, Class A coovartible redesmable, B,16], 6% shares
fosued and outstanding. ... .o 0 i runiaan 100,000
Prefecrred stock, Class B convertible, 87 share
OUEREREAIEG . o s o s E s R e .n
Common stock, Clams A, 175.74%,15%% and 211,174,448 shares
E S P S Y 178
Common lmk \‘.!M-lll b, m-wunq :ﬂnwrtihh l'f IH [1-1] lharu
issusd and cutstanding. . v . 18
Pald-in capital. ... .00 R R R B R AN R e TR D 8 A e h e e e ik 3. 197.520
Aocumulated dafiede. . ... ... .. e iR (579,331}
Treasury shares, at cost, Jd4,060 and 1, H: (568 shares...... ... 17681
Unrealized gain on INVERCREREE. . e 32,084
Notes recelvable from stockholders.. ... M e e e e 11.01m)
Deferred compansation, BC..........c.cocucvsansrenn R TR (3,€181]
Total stockbolders” equity. ... ... ..... ki T e iR e 2,948,141
§5.547.3%%
EsasssEe=
«/TABLE »

The accompanying notes are an integral part of these consclidated financial
sTatemsnts.

F-3
«FATE» 54
NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTE OF OPERATIONE
FOR THE NINE MONTHME ENDED DECEMBER )1, 1994, AND THE
TEARE ENDED DECEMBER 31, 1995 AND 13584
(DOLLARS IN THOUSANDS, EXCEPT FER BHARE AMOUWTE)
«TARLE >
sCAPTION =
1P 1895
«8» «  ees
REVENUES
Radio service reveous. ........... R e R ] 56,158 H 11%,78)
Analog squipsent sales and -l.l.n.l:lnu.l.nel .............. 24,703 38,980
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OPERATING EXPENSES
Cost of radio Service TOVEOUR. .. ....cocveuesrsis L
Cost of analog eguipment sales and mailntenance......
Selling, genecral and adminiscrative............. .
related to corporate reorganiation........
Depreciation and amortim@Elon........coocveceununaas
OFERRATING LOBE . o o oo essasaioisssmenesessassssssssies

OTHER INCOME [EXFENSEI

LOSS REFORE INCOME TAX BENEFIT.......ccovouninnniviasss

33,1938
18,311
A%, 07

LR

[

210,810

(188,773

188,491}
e, 017
131

I'.'l.l? 1%4)
71,048

5 (135,049

-

& 11.25)

-

100,639,000

Archeves'edgar'data 124 | 600009501 3)-97-001 16 ot

133,498
28,222

193,321
17,172

1315, 23410
528

15,3731

(831,767}
200,602

§ (331.169)
AL L e T
L] 12.31)

EL LT

14).30), 000

INCOME TAX BENEFIT.......c00:: pa s e FATET RN
WET LOBE..::rauessss A e e NP R ek e
KET LOSS FER COMMON ERMIE. .. o ccovove B TR
WEIGHTED AVERAGE NUMRER OF COMMON EHARES
</ TABLE »
The accompanying notes are an integral part of cthess consclidated financial
Atatemante.
F-4

«PAOEs 5%

NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN STOCEMOLDERS'

FOR THE NINE MONTHS ENDED DECEMEER 11,

YEARS ENDED DECEMBER 11, 1995 AND 1934

IDOLLARE IN THOURANDS)
«TABLE »
«CAFTION»
CLASE A

<8 =C» aCe
BALANCE March 31, 1984, ........... . £
Issuance of common stock:

Exercise of options and

WREERBE R s o v vavsesasiniiniensns

FTT purchas®......cccoiuiianannns

ACULRLIELIONN . . o cscsnsvriisrninnans
Conversion of Class B common

] e S O e T AT
Deferred DAELON. ¢« s sesina

Collection of notes receivable,

net of accrued interest.. ........

Unrealized loss on lnvestments. ...

BT MW u o v nnns e i nie e e

BALANCE Decesber 31, 1994. ... ... ..
lspuance of common stock:
Exarciss of options and
WRETARER s« 5 s ccssobalirmnsninngsa
Diglral Radio purchase...........
ACquisiltlons . .o ccoviinianananana
Deferred compensation.......... !
Collection of notes nﬂlmll.
neat of accrusd interest......... .
Unrealized gain on lovestments. ...
PEt LOBB.asisasasansshnessnsnssnsss

BALANCE Dwcember 31, 1993.........
Issuance of common stock:
Exarciss of up:l.u- and
u:rrnu ZedeysLcr :
Employse stog wn: n p u .....
Acguisitions. ... ... iccaimnunns
Comcast purchass. TS
Exarcises of anti- d.j.l.utlw
rlghtm. ... nnuenns R Py
Defarred mtloﬂ. .............

B, 183,343

HHI uoo [ F

B, 162,365
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Intarsst on notes recelvable... ...
Unreal ized Jul on uﬂunau.

W?Wﬁllm.ﬂll 3007000 o ot

Mat loes.......
BALANCE Decesmber )1, 1996..... #.16), 368 §3oD,. 000 L $-- 21
mEEseRaE S .. - - -
<CAFTTON »
UNREALT
ILOSE
PAID-INM ACTUMULATED TREASURY GAIN
CAPITAL DEFICIT BHAREZS INVEET®
all> als aCws i aCs
BALANCE March 31, 1994, ....0c0000. § ¥T1.4m¥ § (122.217) § (1.611) H
Imsuance of common stock:
Exsrcieses of options and
WRETABER . - ¢ v v vvrmrrsimnrmsnsame [T} L)
NTT purchas®. .. cvovcsnvncinansans Ti1,498
l.nq'u:l.lll:.lm S e 460, THE
nnturllnn of Class B common
hhrﬂd COMpEDERELOn. . . .. ucauns (2,037)
Collection of notes receivable,
oat of accrued interest..........
Unrealized loss on investments.... 11,1
Mot JOBB. ivvsnerransrrnrrnssrsnnas (12%,849)
BALANCE Decesber 31, 19084, ........ 1,830,332 FITA-IT]] 1The) 11,3
Issuance of common stock:
Exercise of options and
WRTTARES < psvuee s T 5,722 18
Digital Radio purmu ........... 12, 644
AOQUIBLELOBE . « co v ia s iannanan 1,654,440
Daferred w:ulum Haed et e aats 4, 400
Collection of notes receivable.
net of accrued interest..........
Unrealised gain on investsants... . 33,2
Mot lowl...-ccverncnrrernannrannnna 331,165}
BALANCE December )1, 1993...... 3, l'l'l‘ L ¥ | (379,331} 1768} 11,0
Issuance of common stock:
Exercimes of options and
MAETRAEE. ¢ o ovvicionrnanananan 16,808 (1,343}
Esployse atock purl‘:hll-l ph.n ..... {1131 a1
Acguisitiona. ok Jal, mes 137.009)
Comcast purm.n ....... 99,097
Exercise of anti-dllutive
L ezl 7.192
Deferred compensation........,.... 17,617
Interest on notes receivable,. .. ..
Unrealized loss on investments 117, 0
DE LOEE: i v v o naie s s saa s (586,.020)
BALANCE Dacembar 11, 195, .. $3.672, %08 $41,.12%,251) $131,.400) $i4.9
LA L L L T - ESEEE . -
«/TARLEs
The sccompanylng notes are an integral part of these consolidated financial
ACatemsnts .
F-5
« PADE = L1
NEXTEL COMMUMICATIONS, INC. ANU GFURSIDIARIES
COMSOLIDATED STATEMENTE OF CASM FLOWS
FOR THE NINE MONTHS ENDED DECEMBER 31, 1994 AMD TME
TEARS ENDED DECEMBER 11, 1993 AND 1594
IDOLLARE 1IN THOUSANDS)
«TARLE =
«<CAFTION»
1994 1995
afls aCw “Cs
l:l.ﬂl-. !II.MI FROM OPERATING ACTIVITIES:
I - e 1138,
Adjustments to reconcile net loss to nat cash ussd in filxasanem SLIAL NS
operating sctivities--
Amortitation of dabt issuance costs..........., 2,480 3,719
iation and smortisation................ B, 247 zu::u
Daferred incoms EaMes. . ................... 71,7300 (201,427
Aﬂt‘:mlnl :mlm‘ r-d.n-hh nu-. nat of
cap ration X 0,175 0,651
L P 1407} 18,338
in current asssts and liabilities. net of
effacts from scquisitions:
Accounts and notes receivable........ (2, 971) 130,404
Radios and accessoriom. .............. (6, 4am) 1,179
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Othar Current AEEELE. . .- .. ..o nwenaas iaee o io¥ 18,934
Accounts payable, saccrued supenses and other... . 42,439 [T T}
Nat cash used in Operating activities s, 05%) 1137761
CAEN FLOWS FROM INVESTING ACTIVITIES
Paymsnts for acquisitions, net of cash acquired 0L, A48T 175, %17
Othar imvestmants and advances to affiliaces. i ; 163, 578) (51,408
Paymants for acquisitions of FOT licenses. .. 11,7800 16,008
Capital sxpenditures (Mote 1)............. . (340,715 (370,94}
Maturities of marketable securities...... . ... . 152,98 112,094
g e g N . . (10,8831 ¥, 162
Mot cash used in investing accivities....... .... 1245, 025} iae7.2080
CAEN FLOME FROM FINANCING ACTIVITIES
Borrowings under credit MGTeemERLE . . ..o oo v v e ina s ‘ .-
Borrowings (repaymants) on revolving line of credit,

[ | S BawEEEAEa e W e e e R e . 154,134
Other (repayments) borrowings, ReE.................., pwna [2,6221 16,387
Dabt INBUAREE COBEE. - .. cccoceaonanaaannnsnsessssn . e
Common stock lepuld. .. .....ccopnmmmmansanniinernnnea = T4, 605 16,112
Preferred stock fmsued. ... ... ..... ... ... = E .- Joo, 000
Troasury stock Lemued. . ... ...coceoccoucsiinniiionnannnns i b
Hotes receivable from stockholders.................. FTL;

Net cash provided by financing sctivities dE4, 106
NET (DECREASE) INCREASE IN CAEH AND CAEN EQUIVALENTS. . . A%, 147
CASH ANT CASN EQUIVALENTS, BEQINNING CF PERIOD. ... . ... ... 483,401 J03.679
CASH AND CASH BQUIVALENTS, END OF FPFERIOD. . ......... : ; § 101,679 § 140,026
e EERseese.. .

«/TABLE»

Tha accompanying notes are an integral part of thass consolidated financial
Statements
F-6

«PAOEs 87

NEXTEL COMMUMICATIONS, INC. AND GURSIDIARIES
WOTES TO CONSOLIDATED FIMANTIAL ETATEMENTS

1. FUMMARY OF OPERATIONS AND GSIONIFICANT ACCOUNTING POLICIES

OPERATIONS -- Mextal Comsunications, Inc., and ite subsidiaries (“Mextel*
or the "Company®) provide wirsless commsunications ssrvices to their customers
utilizsing specialised moblle radic (“SMR*) frequencies licensed tc them by the
Fedaral Communications Commispion ("FCC®"). The Cosmpany is principally engaged in
the scquisition and cperaticon of GME comsunications systems in the United States
and the sale and servicing of relsted sgquipment . Through its eubsidiaries McCaw
International, Ltd. (*MIL®) and Naxtel lavestmant Company (*MIC*], and other
subsidiaries that are lovolved in the international -lnI..- ipvestments and
businsss activities managed and/or coordinated through WIL, Mextel has interests
in wirelsss operaticns in Canada, Mexico, Brazil, Argentina, the Fnilippines,
and Bhanghal, China. The *s ioitial strategy was to consclidate the
fragmanted EMR industry in the largest marksts in the United States through the
acquisition of BMA systems that had achieved minisus PCT losading requirements so
&8 to parmit the aggregation of frequencies in & single market Subsequently,
the Company's business plan has besn focised on the developsent and deployment
of Digital Woblle networks to replace its traditionsl anslog EMN natworks.

The Cospany's principal business cbjective is to becoms & lesding provider
of wireless talecommsunications services in major markets throughout the United
Btates. The ‘s efforts to accomplish its principal cbjective hawve
consisted largely of acjquiring spectrus and implesanti wirealess comsunications
services in ite markets by constructing and ocperating anced mobile
communications systema esploying digital techaol with & multi-nite
configuration permitting freguency reuss ("Diglital Mobile networka®). The
Company has acquired spectrum domestically and isaternationally through mergers
and acquisitions.

CONCENTRATIONS OF R1SX -- The Company bellisves that the geographic and
industry diversity of its customer base minimiges the risk of incurring saterial
loases dus to concentrations of credit riek,

Tha Cospany is party to certaln squipment purchase agreesents with Motorols
ises Motes & and 13). For the foresseable future the Company expects thar it
will nesd to rely om Motorola for ths masufacture of & substantial portion of
the squipment necessary to construct its Digital Mobile networks

USE OF ESTIMATES -- The preparation of financial statesents i conformity
with gensrally accepted accourti principles regquires managesent to make
sstimates and assusptions that affect the reported ascunts of sssets and
liabilicies and disclosurs of contingent assets and 1iabllitiss at the date of
the financial statesents and the reported ssousts of revenves and expenses
during the reporting pericd. Actual results could differ from those sstimates

FRINCIPLES OF COMBOLIDATION AND CHAMNOE IN FISCAL YEAN -- The consolidated
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fioancial statemants include the sccounts of The Company and It majority-owned
subsidiaries. Investmants in companies In which ownership interests rangs from
twenty to fifty percent and in which the Company exercises significant influence
over oparating and filnancial policies are accounted for usi the sguity method
Othar investments Are accounted [or using the cost method. I mignifican:
intercompany transactions and balances have bean wliminated in consclidation

Effective December )1, 1994, the Cospany changed its [iscal year end [ro=
March 11 to Decesbesr J1.

CASN AND CASM EQUIVALENTS -- Cash squivalents consist of tims deposits and
highly liguid investmeants with original maturities of three months or less

F-7
« FAOE» 1]

NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO COMBOLIDATED FIMANCIAL STATEMENTS -- [CONTINUED)

Supplessntal disclosures of cash flow information and non-cash lnvesting
and financing activities are as follows,

«TARLE»
«CAPTION
MINE MONTHE YEAR EN
EXTED DECEMRER
DECEMBER 11
1994 1995
(IN THOUBANDS |
aliw al» alw»
CABN PAID:
Intaredt pald, .. oo innrinsinrtannrsannias B6.630 B, 45
- - -
Income taxed Pald........cc0iciuiiianiianaa § 519 £ ey
.. -
«/TABLE »

Under its previcus vendor flnancing agressents (see Note &), the Company
directly financed certain of ite squipsent purchases. During the nine months
ended Decesber 11, 19% and thes years anded Decembar 31, 1998 and 1996 the total
equipment acquired under these vendor financing sgresssnts was §104.6 million,
§117.8 millica and $102.%5 million, respectively, resulting in total cash and
ron-cash capital jcures of $446.6 million, S419.7 million anmd $%70.0
million., respsctively. Total capital expenditures include intearest capitalized
in connection with the construction and development of the Digital ile
natworks of :Emluulr. $31.1 millioa. #31.0 million and §32.% million during
ths nilne mon ended Decembar 31. 1994 and the years ended December 11, 15%%
and 19%6, respectively.

INVESTHMENTS -- Marketable debt securities emd certificates of deposits with
maturities greater than thres months are classified as marketable securitios
Harketable equity securities intended to be held more than one year are
classified asp n:Lr long-term assats.

The Cospany sccounts for investmsnts in saccordance with Statesent of
Financial Accounting Otandards Ho, 11%, *Accounting for Certain Investments in
Cabt and Bgquity Becurities.” All of the Cospany's marketable investments are
claspified as avallable-for-sale as of the balance sheet date and are reparted
at fair value, with unrealized gains end losses. net of tax, recorded as a

nt of stockholders® eqguity. Fealised gains or losses and declinas in
value, if any, judged to be other than temporary on available-for-sale
sacurities are reported in other income or expense. Investmants that are npot
considered markatable instruments are recorded at the lowver of cost or markat
and included in other assets. Mansgesent of the Cospany belisves ite investmsent
policy limite exposure to concentrations of credit risk.

RADIOS ANMD ACCESSORIES -- Radlios and accessories are valued at the lowsr of
cost or market, Cosat is determined by the firet-in, firet-out method

FROPERTY, PLANT AND EQUIPMENT -- Property, plant and wquipsent, including
rovements that exteand useful lives, are recordsd at cost, while maintenance
and repalrs are cha to operatiocns a8 incurred. Depreciaticn and asortization
are computed usi straight-line method based on estimsted useful lives of
31 ysars for bulldings, ) to 10 years for equipment, and ) years for furniture

and fixtures. Leasshold improvesments are amortiszed over the shorter of the
respective lives of the leases or the useful lives of the isprovessnts.

Conatruction in Progress includes labor, material, transmission and related
squipment , inesring, site development, interest and cother costs relating to
the constructlon and davelopssnt of the Digital Moblle networks

INTANGIBLE ASEETSE -- Intangible assets are recordsd at cost and are
asortized uai the straight-lice sethod based on esatimated useful lives of 20
yesars for FCC licenses and the axcess of purchase price over fs'r valus of net
assets acquired, 10 ysars for customer lists, and up to 20 years for othar
intangibles. Noncompetition covenants are amortised over the lives of the
covenante.
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NEXTEL OOrpoNICATIONS, INC. AND SURSIDIARIES
NOTES TO COMSOLIDATED FIMANCIAL ETATEMENTE -- (CONTINUED)

LONG-LIVED ASEETE -- Effwctive January 1, 19%§, the Company adopted
Statement of Financial Accounting Standards Mo. 1J1. "Accounting for the
lepairmant of Long-lived Assats and for Long-lived Assets to Be Disposed of =
(*BPAS 131+). =lived assete and identifiable intangibles to be held and used
are reviewed for impalrment whensver events or changes In circumstances indicate
that the carrying amount may not be recoverable. lepalirment i1s ssasured by
comparing the carrying value of the long-lived asset to the estimated
undiscounted future cash [lows expected to result from use of the sssets and
their sventual disposition. The Cospany determined that as of December 31, 195%¢,
there had besn no impalrment in the carrying value of long-lived assets

INTEREST RATE GWAP ACREEMENTS -- The Company sntered into interest rate
swap agressents as a means of mansging ilte interesst rate sxposurs. These
aAgTesmants have the sffect ol converting certain of the Cospany's variable rate
obligations to fixed rate obligations. Met amounts paid or received are
reflected as adjustments to interest axpense.

REVENUE RECOONITION -- Revenus is recognized for alr-time and other
sarvices over the period esarned and for sales of squipsent when deliversd.

DICITAL MOBILE NETWORE EQUIPMENT SALES AND RELATED COSTE -- Effective
January 1. 199, the Company classifled equipment sales revenue and related
costs of ice Digital moblle netwerk cperations within selling. general and
adainistrative sxpenses. The loss oun the sale of subscribar units used in the
Digitsl Mobile petworks results from the Company's subsidy of Digital Moblle

t sales and represents marketing costs for the Digital Mobile networks. The
statessnts of oparaticnas for the months sanded December J1. 19% and the
year snded Decesber 31, 199%% have bean reclassified to conform with this
pressntation. Egquipsent sales and related costs of the Cospany's Digital Mobile
network operations are as follows:

«TABLE»
«CAFTION»
NINE YEAR
MONTHE ENDED DECEMB
DECEMRER )1, - -
1954 1959%
[IN THOUEANDS)
ili» al’s iCs
Equipment Bales............cc0u.. § 0,030 5 51,813
Coat of Equipsent Sales. . ............ 14,0852 87,274
§ (8,032) 5 013,739
-_———- -

«/TABLE »

INCOME TAXES -- Deferred tax asssts and liabllities are determined based on
the temporary difference betwesn the financial reporcing and tax bases of assels
and llabilities applying enacted statutory tax rates in effect for the year in
which the differsnces are expected to reverse. Future tax benefits, such as net
operating loss carryforvards, are recognised to the extent that realization of
such benafits is considered to be more likely thas mot

FOREIGE CURRENCY TRANELATION -- Results of operations for foreign
investmants are translated using average exchange rates during the period, while
assets and liabilities are translated at the sxchange rate in effect #t the
reporting date. Oains or losses from translating foreign currency financial
sLatements are accumulated in & separste cosponent of stockholdsrs® sguity
There were no material foreign currency translation gains or losses fer the
periods presented.

NET LOSS PER SHARE -- Met loss par share is based on the weighted average
oumber of common shares cutstanding during the pericd and does not include
common eguivalent shares since their effect would be anti-dilutive.

RECLASEIFICATIONS -- Certaln prior year ascounts have besn reclassified to
conform to che current Yoir pressntation
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NEXTEL COMMINICATIONS, INC. AND SUBSIDIARIES
EOTES TO COMEOLIDATED FIKANCIAL ETATEMENTS -- (CONTINUED)

NEW ACCOUNTING PRONOUNCEMENTSE -- In March 1997, the Flunancial Accounting
fitandards Board (*FASE®| issusd Statesent of Financial Accounting Standards Mo
138, *Earnings per share* ("SFAS 120°), which supersedes Accounting Principles
Board Opinioa Mo. 15. SFAS 128 is effective for 1997 and simplifies Che
computation of earnings per share by replacing the pressntation of primary
earnings per share with a presentation of basic sarnings per share The
Statemsnt requires dual pressntation of basic and diluted sarnings per share by
entities with complex capital structures. Basic sarnings per share includes no
dilution and is cosputed by dividing incoms svallable to commson stockbolders by
ths weighted-average nusber of cosmon shares outstanding for the period. Diluted
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sarnings par shars reflects the potsntial dilution of securities that could
share in the sarnings of an entity, similar to fully diluted sarnings per share
Management of the Company does not believe that there will be any material
effect from adopting SFAS 128 in 1997.

4. BUCINESS COMBIMATIOME AND OTHER TRANSACTIONS
BUSINESE COMBIMNATIONS

NINE MONTHE ENDED DECEMBER 31, 19%%4 -- During the nine months snded
December 31, 1984, the Company conswsmated various scquisitions of EME
np:{ltl.m in Florida with an aggregate purchase price of approzimsately $53.)
million.

In April 1994. ths Cospany acquired Fowsrfone Moldings, Inc. (*PowerFone®).
an operator of EMRE systems in Detroit, Cleveland, Cincinnatl, Indianapolis, St
Louis, Pittaburgh and upsatate New York, for approximately 7.4 million shares of
Class A Common ftock, having an aggregate market values of approximately §$36é.0
million at closing.

Ia August 1994, the Company completed the acguisition of Questar Telecos,
Inc. (*QTI1*), & wholly-owned subaidiary ef Quastar Corporation, and certain
subsidiaries of Advanced Mobilcosm, Inc. (collectively *AMI-West®|. OTI and
AMI-Mest operated MR systems in the Western regions of the United States. The
Cospany lssued approximately 3.7 million and 1.9 million shares of Class A
Common Stock to the stockholders of QTI and AMI-West, respectively. having an
aggregate markst valus of spproxisatsly $15).0 million st closing.

1a a weries of transactions, the Cospany completed the acquisition of faber
Comsunications, Inc., an operator of SMR systess in Alabama. Loulsliana and
Mississippl, for approximately §40.0 millicn in cash.

YEAR ENUED DECEMBER 31, 1995 -- Cm July 39, 1993, the Company acquired from
Motorola, Inc. ("Motorola®) substantially all of its owned or managed 800 MHz
i licenses and related assets located throughout the continental United States
{the *Motorcla SMR Business®) in exchange for approximately 41.7 million shares
of Class A Cosmon Stock and 17.8 million shares of Class B MNon-voting Cosmon
Btock (the *Motorola Transaction®|, having an sggregate market wvalue of
approximately £1.1€0.0 million at closaing.

On July 28, 1993, the merger with CneComm Corporaticn (*OneCosm®] was
consummated (the “OneComm Merger®) whereby the stockholders of OneCoss received
approximately 33.5 million shares of Claws A Common Otock lor rights to receive
such stockl . having an sggregate market valus of appromimately $402.0 milliom
at closing. OneComm s an operator of BME systems in the Rocky Mountain, Pacific
Morthwest, Midwest, Morth Central and Ohio Valley areas.

On July 31, 1995, the merger with American Mobile Systems Incorporated
[*AME*), an operacor of SMA systems in Florida, was consusmated (the *AMS
Transaction®), whersby the stockholdsrs of AMS received approximately 4.2
million shares of Class A Common Stock (or rights to recelwve such stock], having
an aggregate market value of approximately §81.) million at closing.
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in October 1335, the Company acquired certain EME Propertiss [rom Coscast
Corporation (see Mote 10) in exchange for approximately 461,000 shares of Class
A Stock, having an saggregate sarket value of approximarely §7.2 millien
at closing,

A3 & result of the business combinaticons consusmated in 199% the Company
began to isplesent a plan to consolidate, resize and selocate the corparate
hesdguarters and certain other functions of the various combining entities ithe
"Corporate I-lnrg-l-n.h‘-ltl-nn‘l-. hccordingly, the Company accrued certain estimated
expenses directly related to such Corporate Reo izatlon activities, including
11:&“ severance and closure of duplicate facilities. The charge to operations
relating to the Corporate Reorganisacicon (§17.4 million) represents costs with
respect to employees, facilities and related items of the Cospany prior to the
consusmation of such business combinaticns. Corporats Heorganization coste
related to the acqQuired entities (59.9 milliom) have been included in the cost
of the respective business costinations. As of Decesber 11. 1995 and 1996,
approximately $161.000 and £11.9 millica, respectively, of such costs have been
paid relating to the Company and §1.5 million and $9.9% million, respectively. of
such costs have been paid relating to acquired entities.

YEAR ENDED DECEMEER 31, 1988 -- On January 10, 1996, Che merger with Dial
Page, Inc. (“Dial Page*|, was consusmated ithe "Disl Page Merger=). whareby the
stockholdere of Dial Page received appromimately 26.80 million shares of Class A
Common Btock (or rights to recelve such stock). having an aggregate valus of
approximactely $277.% milllon on the contract date. Dial Fage is an operator of
analog MR systema in the Scutheastern United States.

The following presants the unaudited pro forma consclidated results of
operationa for the nine menths ended December 11, 1994 and the yesar ended
December 11, 1995, as if che acquisicions described above, had occurred at the
beginning of sach pericd presanted. The 1903 pro forma results include
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acquisitions consusmated during the years ended December J1. 19%5 ard 1996 and
the 1994 pro forma results includs acquisitions consusmated during the nine
months endsd December 11, 198 and the year ended December J1. 1995 The pro
forma effects of acquisitions consussated in 19#6 were not material. The pro
forma results are not necessarlly indicative of the actual results of operations
that would have occurred had the transactions been consussated as indicated nor
are they intended to indicate results that may occur im the future

«TABLE >
<CAPTION»
HINE WONTHE
ENDED YEAR
DECEMAER 11 DECEM
1994 i
(1N TROUSANTS
wlie aCw» aCe
T T A e A et e P e =i £ 172,831 § 2
.. -
Net 1o88. .. voecras R T § (2, 252) § s
SEEsEseseEw LT
Fet loes par BDAE®.........ccvrnmarrrrnranr g nna [ 3 (1,37 5
R -
«/TARLE»

In 1996, the Company alec acquired several other businesses at & net cost
of $30.0 milllon. The results of operations of these businesses were pot
material in relation to the Cosmpany's consolidated results of oparations

All of the acquisitions described above were accounted for by the purchase
method. Accord ly, assets and liabilicies have been reflected at fair value at

the date of acquisition. The opsrating results of the scguired companies are
included in the consoclidated statemants of operaticns from thelr respective

acquisition dates.
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NEXTEL COMMUNICATIONS, INC. AND SURSIDIANIES
NOTES TO COMBOLIDATED FINANCIAL ETATEMENTS -- (CONTINUED)

The total purchase price and net assets acquired for acquisitions completed
are as follows:

«TARLE »
«CAFTION =
HINE MONTHS TEAR
ENDED DECEM
DECEMBER 31,  --::-=2ccomms
1504 1995
LIN THOUGANDS |
«8» aCs aCs
Direct cost of scquisitions,
Cash and accrued transaction costs......... § 91,780 H 89,638
Mote payable.........c.0 . iiuraunn . f : 1132 .-
Common stock, warrante and options......... o nl.ln 1,654,525
Expenses related to corporate reorganigation. . L 3]
l s10, HIT 8 1,784,068
- - Lt
Met ampats acqguired.
quunq capical =-- pet.. . .......... .. . 5 1.921 s a4, 952
:I plant lnd -qul.punr. .............. i 26, %48 107,070
Intangible AS@EOLE. .. .... ... ccviinaii e 629,024 2,27TR.010
Other assets. 2 T 0 | 0 P10 6] L i LA B 14,020 17,790
Long -tearm Mbt ....... e Ry S ey e S i837) (215, 835}
Defearred income taxes R e e e (160, 9711 1508,277)
§ 510,107 5 1.754,0686

s EEssE -

«/TABRLE»
OTHER TRANBACTIONS

In 1994, the m-p-lnv invested an aggregate of approxisately $18.1 million
in cash and exchanged 1.5 million shares of Class A Cosson Stock for an equity
intersst in Clearnst Comsunications Inc. (*Clearnst®) that as of Decembar 11,
1996 represanted an approximately 19.3% equity interest (reprasenting
lfpmluulr 1.7% of voting interest) in Clearnet. Such equity interest in

sarnet had an aggregate market value of approximately 069.0 million at
closing. The Cospany's investsent in Clearnet (classified as other long-ter=
::::: uluu accompanying consolidated balance sheets|! is sccounted for at fair
value

In 1993, the Cosmpany, through MIL, ilnvested appronimately $10.0 million for
An approximate equity-sguivalent interest of 25.2V and cosmitted an additionsl
$13.3 million in loan funding in the ul.:u:’m- of & newly created Qroup
mll Mohile ("0SM*) digital cellular tal I tem oparating in Bhanghai,
- Durimg 19%&, MIL advanced » total of $10.4 million of such loan funding
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to the Bhanghal operations.

On March 3, 1993, the Company, through MIC, acquired approximately a 16 5%
interest in Corporscion Mobilcom B.A. de C.V. ("Mobilcom®), & Mexican EMN
operator, for $10.0 million and the conversion of $42.% million in principal
amount of notes, repressnting funds advanced to Mobilcom in 1954 In August
1995, the Company acguired an additional 1.8% eguity interest in Mobllcom for
approximately $4.7 million., During the year ended Decesber 1. 1995, the Company
recordsd & $15.0 million charge to opsrations representing an other cthan
temporary decline in this investment as & result of the decline in the Mexican
peso during 1955 . The investmant was sccounted for using the cost mathod as of
Decesbar 31, 193%.

On Avguat 21, 1996, the Cospany. I:-l.ﬂu?h NIC, snterwd into certain
sgreemsnts to purchase to 19.0% of sddicional egquity interest in Mobilcom
from the selling scockholdars and Orupo Comunicacionss San Luis, S.A. De C.V
(*0rupo*), the associated y of Mobllcom, in two tranches. An addicional
11.4% squity interest in Mobllcos was acquired oo October 24, 19% in exchange
for 1.) milllon shares of Class A Common Stock valued at §2).1 million. Om
January 24, 19%7, the Cospany acquired an addivional 9.3V equity interest in
Mobilocom from the sslling stockholders in exchange for 1.) million shares of
Class A Common Stock valued at §16.5 million bringing the Company's aggregate
interest in Mobllcom to
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approximately 18%. Upon ths cloal of the first tranche, the ownership interest
increased from 18.5% to 30.1V requiring & change ic the accounting method used
to account for the investment [rom the cost method to the eguity method,
resulting in & §10.0 million charge toc othar expenses.

The Company. through NIC, has the right to appoint & majority of Mobilcom
board members. In order to retain the contractual right to designate a majority
of the board of directors of Mobllcom, the Cospany must invest spproximately
§76.0 million in Moblilcom Chrough certain qQualified caplital transactions by
March 1999. As of January 31, 1997, the Company had invested §4).6 million in
Fuch qualified capital transactions. Tha Company has the cptiom to purchase
bafore March 1%98, to an sdditional 29.5% of Mobilcom's cosmon stock. Certaln
shareholders of Mobllcom retain the right to approve certain significant
transactions such as scquisiticnd and dispositions, and the approval of business
plans of mMobilcom. In addition, beginning on October 34, 1997, holders of
approximately 138 of the outstanding capital stock of Mobllcom have the right
for two ysars to put (tha *Mobilcom Put®) the entire ssount of their holdings to
the company at ite appraised fair market valus of cash upon occurrence of
Corcaln evancts. The Mobllcom Put is automatically exercisable on October 24,
1999,

NIC has agresd under certaln clfoumstances to attempt to provids Grupo with
liguidity with respesct to its 21V equity intersst in Mobllcom. At any time after
Japuary 1. 19%%%, MIC., If requested by Orupo. will cause Mobillcom to undertake &
U.8. registered public offering or sale for cash to & third party of Orupo's
shares at their appraised fair market valus within one year of such regquest, If
Mobilcom fails to provide Orupo with ligquidity through sither of these methods,
Orupo has the right to cause Mobilcom to file a registration statemsnt in the
Unicted Btates covering Grupo's Mobllcom shares

On June 14, 1994, the Company. Chrough MIL., lovested 516.0 million in cash
to obtain a JOV interest in lnolocom Communications WNetwork, Inc (“Infocom®|, a
wirsless cossunications company located in the Philippines. This investment is
accounted for by the eguity method.

On Auguet 6, 1996, the Company, through MIL, acquired all of the
outstanding shares of Com Coatrol Cosunicacion Controlada §.A. (renared McCaw
neina 8.A.), an Argentine company with 800 MHE SMR licenses, for §15%.0

million in the fore of cash and equipsent.

SFUBSEQUENT TRANEACTIONE -- On January 30, 1997, Mextel acguired ®l% of the
outstanding shares of Wireless Ventures of Brazil, lnc., an rator of EMN
systems in Brapil (*WVB*), for a purchase price of S184.) million, which was
paid with Class A Cosmon Etock, through a merger of WVD with & wholly-cwned
subsidiary of Mextel. Neaxtel sisultansously contributed lts interest in WVE,
which was repamed McCaw International ("Brazil®*), Ltd., to MIL

PENDING TRAMSACTIONS -- In October 1%9é, the Company entered into &
dafinitive agressent with Flttencrieff Communicstions, Inc. (*Pittencrieff®)., an
FHR og:rntur with licenses in Texas, Oklahoms, New Mexico and Arizona, providing
for the merger of Pittencrisff with a wholly-owned indirect subsidiary of the
Company (the “Plittencrief! Transactlon=®). Pursusnt to the Pittencrisff
Transsction., the Company will iweus & masimum of §,783,40) shares of Class A
Cosmon Gtock, subject te certain adjustmsnts, in exchange for all of the
outstanding shares lor rights to sacquire shares| of Pittencrieff cossmcn stock.
The maximoem dollar valus of the shares of Class A Common Stock to be Lesued to
the Pittencrieff stockholdsrs is set at §170.0 million (subject to certain
adjustmants) . Accordingly, if the price of the Class A Cosson Stock sxcseds
§19.)6 at the closing of the Pittencrieff Transaction, the number of shares to
bs issusd to the Pittencrief! stockholdars would be decreased so that the total
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maximum dollar value threshold would not be sxcesded. The closing of the
Pittencrieff Transaction, which is subject to certaln conditions, including
regulatory approval and the approval of the Pittencrief! stockholders, is
expected Lo occur in 1997,
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3. ACCOUNTOS AND MOTES RECEIVARLE

«TABLE »
«CAPTION»
DECEMBER )1
199% 19%
(IN THOUSANDE )
ali» aCw» aCw
Trade:
BALEB, o i iiisannnanpsnnnsa Ve RN Bie, 0058 5 ue,
Unbllled. ....covnueunvnnans el D 6,367 13,
Resarve for doubtful l.l:mnu e R R e e 15,2321 (1]
35, 000 (1D
Notes receivable......... A e : 4 - 11,
T T R S MR L AR e Py ! HE s 5,861 ..
Bal, 481 5 w0
Eamessew LT
«/TABLE»

Wotes receivable, all due within one ysar, primarily consist of advances to

foreign investess bearing interest at rates from &% - 14 %%
4. PROPERTY, FLANT AND EQUIPMENT

«TABLE »
«CAFTION =
DECEMBER 11
1995 199
(IN THOUSANDS)
s> alw aCw
bl o s s nintin s et s e P L AN P M g TR | 5 1 1] $ 1
Baildings and .Iwrm-ntl LA e A e e e 1%.267 gl ]
Bquipment. .. cooranenians e e wa P va #72,08) i.287
Furnicure and fixtures.. ... . ............. e 71,60) L 1]
Conatruction In prﬂqr-ll. bie =alalididbe [P R S . 271,882 (L%
1.331.3%05% .11
Leas accumulated depreciation and amortimation..... 139,301 FET )
Bi.192,204 gi.ap)
- -
<« /TABLE »
8. INTANGIBLE ASGETE
«TARLE»
«CAPTION -
ODECEAER 31
1998 19§
(1IN THOUBANDE |
«fi» aCw» sCe
PO LLORI .« 2 s aieie s ol arianis sl S et §2.742,%02 TR T-T-]
Excess of pl.l.rth" prl.l:l over hlr nlu- of net
assets acquired . BET. 6D i.00)
Customer 14BEE.... ...oivniii.. kA R 117,818 134
Noncompatition mmnu Ay Y RN e i #), 240 [ 11
L= . B . - 32,304 is
J.aw). 113 &, 642
Less accumulated amorcization....... e AP Jad, am0 566
§1.5%49,.822 S4.078
- -
« { TABLE »
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6. LONG-TERM DENT

«TARLE »
<CAPTION:
DECEMBER 1.
:);5 199
{IN TROUBANTIE )
alis aCw als
11.8% Benlor redesmable discount notes dus 200),
intarest le semi-annually beginning Ma-ch 1,
1999, net of unamortised discount of §id),8)5 and
B B i i a A T o kR BB AT ek e e A R e § 180,540 £ 4

#.75% Benior redesmable discount notes dus JOOA.
interest pa e seni-annually beginning August 1%,
199%, net of unamortized discount of §)07,32% and
¥ T T R o RS Py DL P SR S #7102 §io
10.125% Benior redessmable OneCoss discount notes dus
2004, interest payable semi-annually inning July
18, 1999, net of unamortized discount of §19),.818
T & 1 3 e Ll o e
12.254V Senior redeemable Dial Page discount notes due
2004, interest payable semi-annually beginnipg
Octobear 15, 1999, net of unasortised discount of
LB BB s as e vp o i Foworp B B i 8 A om0 B R A 4w . 153
| 18.25% Ssnior redsssable Dial Page discount notes dus
200%, imterest payable semi-annually inning June
[ 18, 1999, nat of unamortised discount of §45,.153.. . (1]
| Bank credit facilicy, interest payable guarterly at
an adjusted rate calculated sither on the prime

224,122 %

[ rate or LIDOR (BN €0 $.788) . ..oouonn . ... i 80
| vendor credit facility. interest paysble quarterly at
3% over the prime rate (10.28%).....000viiiinunnns - 180
Egquipsant notes payable, intersst at IV over
corporate base rate as defined (10.8501.... ........ 435,078
L= S R s o P P 2.3 ]
1L.609, 106 2,784
Lass current POFLIOR........ccvceuiinunsnn e 1.217 1

«/TABLE»

SENIOR REDEEMABLE DIGCOUNT BOTES -- In August 199), the Company completed
tha issuance of §3515.9 million principal amount of senior redessable discount
notes due 300) ithe "J00) Motes*). The 200) Notes, which are unsscuresd
obligations and noncallable unti] Feptember 1, 1998, genarated §)00.0 milllon of
groes procesds .

In February 1994, the Company completed the lssuance of §1,136.4 million
principal amgunt of senior redeemable discount notes due 004 ithe *J004
Notes®). The J004 Notes, which are unsecured obligations and noncallable until
February 15, 1999, generated $700.0 million of gross procesds

The §40%.9% million principal amsount of OneCossm's ssnicr redessable discount
notes dus 3004 (the “OneComm J004 Motes®| are unsecured obligations and
noncallable until Jamuary 15, 1999, The CneComm 2004 Motes wers assumed in
connection with the OneCosm me r and were adjusted to falr value at the date
of scquisition st an annual yield to stated maturity of approximately 14.3%

The §541.0 million principal amcunt of Dlal Page‘s senior redesmable
discount notes dus 1004 (the "Dial Page 2004 Motes”) are unsscured obligations
and poncallable until April 15, 199%9. The Dial Page 2004 Motes wers sssumed in
connection with the Dial Page Merger and were sdjusted to falr value at the date
of acquisition at an annual yisld to stated maturity of approzimately 1438
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The §113.2 million principal amount of Dial P ‘s senior redesmable
discount notes due 2003 (the *Dial Page 2003 lﬂtlil:?.irt unsecured obligations
and noscallable until Decesbar 15, 19%0. The Dial Page 1003 Notes wers assused
in connection with the Dial Page Merger and were adjusted to fair value at the
f:t:‘ﬂ'f scquisition at the annual yield to stated maturity of approximately

The indsntures governing the 3001 Motes, JO004 Notes, OneComs J004 Motews.
Dial Page 3004 Notes, and Dlal Fage 2008 Motes (collectively the *Notes<)|
contain substantially simllar covenants which, smong other thinps, restrict the
ability of the Company and certain of its subsidiaries to. incur additional
indebtedness; pay dividends or make distributions In respect of its capital
stock or maks certain other restricted paymsat:; create liens; enter into
transactions with affiliates or related parsons; sell certaln sssets; engage in
amy business othar than the telescomsunications business; or consoclidate, [ T4
or sell all or substantially all of ite assets. Additionmally, the indentures
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governing the 300) Wotes restrict the Cospany from encumbering the ablility of
certain of ite rescricted subsidiaries, as defined in the Mores, Lo pay
dividends or maks certain paymants to the Company. Assets of ctha restricted
subsidiaries may not bs transferred Co Meants! sxcept for payments of overhsad
services, taxes or principal and intersst on Motes. Also under tnese indentures,
the Cosmpany and its restricted subsidiaries may only incur debt other than
certain categories of parmitted debt (as defined in the indenturesi, if the
aggregate amount of ite debt does not exceed )0V of its total market
capitalisation or if ite ratio of consolidated debt to annualiszed operating cash
flow doss not axceed certain levals.

Prior to the consusmation of the Motorols Transaction and the OneComsm and
Dial Page Mergers, the Cosparny received consents of bolders of the 200) Motes,
2004 Wotes, the OneComs 2004 Notes and the Dial Pags 3004 and 2005 Wotes that
wvares regquired under terms of the respective indentures. In exchange for the
consencs, the agreed To pay esch consenting bolder of the respective
potes AR amount equal to §10.00 per §1,000 of primcipal amcunt at maturity of
the n:rc“u notes. The Cospany, OneComm and Dial Pags pald approximately
§26.9 llion for these consents, which Ls included in tranmsaction costs related
to tha Motorola Transaction and the OneCosm and Uial Fage Mergers. as
appropriate (see Note ).

BANK AND VENDOR CREDIT FACILITIES -- On September 10, 1986, Mextel, Nextel
Pinance Company [*MFC*), & wholly-owned subsidiary of Mextel. and certain other
subsidiaries of Mexte]l entered into definltive agresmants with respsct to a
sscured credit facility arranged by & group of banks (the “Bank Credit
Facility®). The Bank Credit Facllity provides for up to §1.68%.0 million of
secured financing, consisting of #1.008.0 million in revolving loans and §570.0
million in term loans. The cosmitments to make revolving loans are reduced
beginning March )1, 2001 with final maturities of the revolving loans occurring
on March 31, 300). Quarterly principal paymsnts on the ters loans commsnce March
31, 2001 with final maturities on Juna )0, 300). Concurrently therewith, Maxtel,
NFC and certain other subsidiaries of Mextel eantered into definitive agreements,
which alsc becams effective on Septesber )0, 19%, with respect to the
amsendsant. restatesent and consclidation of the previocusly existing financing
arrangessnts with Motorola and NTFC Capltal Corporation [*NTFC*) (the *Vendor
Credit Facllity®). The Vendor Credit Facllity supesrsedes the previous financing
agressants and provides for up to $)43.0 million of secured {inancing,
consisting of a §193.0 million revolving loan and §130.0 million in ters loans,
with revolving credit commitsent reductions and term loan pay=ants parallel te
those of the Bank Credit Facility.

Borrowings under the Bank Credit Facllity and the Vendor Credit Facilicy
fcollectively, the *"Facilities®) are ratably secured by liens on amsets of
Maxtel's subsidiaries that are “restricted” subsidiaries under the termsas of
Maxtel's public indentures. As of December 31, 1996, Memtel had drawnm §490.0
million of its available financing under the Bank Credit Facility, leaving an

T te of §1,065.0 million available for borrowing undsr such facility.
itionally, Mextel had drawn $150.0 million of ite available financing undep
the Vandor Credit Facility. leaving an aggr te of §19%.0 million avallable for

borrowing under such facility. The procesds f(rom these DOrrowings were used
primarily to repay the ocutscanding principal and accrued interest under the
previous [inanci agressante with Motorols and NTTC and to fund operatlons
Commitmant fees of 0.5V are payable guarterly based on the average unused
balance of the Bank Credic Facllity. Mowsver, the
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maximum parmicted indebredness (excluding indebtedness represented by the Notes)
pursuant to the indentures relating to the Notes As lisited to £1.%0.0 million
as of December )1, 1996.

The Facllitlies sgreemsnts contain similar coveanants which limit the ability
of the Company and certain of ite subsidiaries to incur additional indabtedness;
craate liens, pay dividends or make distributions in respect of its capital
stock or maks certain other restricted payments; consclidate, merge or sell all
or substantially all of its assets or engage In CErtaln acquisitions; guarantes
cbligations of other entities; enter into hedging sgreesents; ester into
transactions with affiliates or related parsons; oOr engage An any business other

telecomsunications business. Additionally. the agressants require
compliance with various [inancisl ratics and the attainmsent of certain oparating
results during the terms of the credit facilities. The Facilities are secured by
cartain assets and capical stock of Mextel's restricted subsidiaries. At
December )1, 19%, substantially all of the Company's assets were pledged in
connection with thess facilities.

FREVIOUS VENDOR FINANCING -- In 1991, the entered into agressants.
as amanded, with Motorola for the purchase, installation and maintenance of the
Company's Diglital mobile pecworks infrastructures and related subscribar

ipmant, In addition, the Cospany and certailn of ite subsidiaries entered into
financing and securicy reemants with Motorola which provided and secured
equipment [inancing totall §605.0 million (the *motorols Financing=).
Borrowings under thess faclilities were limlted to the cost of eguipment and
services Tm.l.hd by Motorols (excluding subscriber squipment) and svideanced Ly
individual promissory notes. At December 11, 1998, spproximately $33%.1 million
was cutstanding undsr these facilities, On Septesber 10, 1%%6, the agresmente
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relating to this facility were ssended and restated to become the Vendor Credit
Facility and the balances outstanding under the Motorola Financing were
refinanced with the Vendor Credit Facility discussed above.

The Company entered into & warrant agresssnt with Motorcla providing for
the issuance of warrants for che purchase of ).0 million shares of Class A
Common Stock as an inducemant to enter into certain of the aforementioned
agraamants. The axsrcise price of the warrants is §15.00 per shars, the markat
valus of the stock at the date of grant. The warrants are issuable in varying
inatallsants corresponding with the cosmencessnt date of commarcial service of
mlui Moblle networks in certain regional market arsas. At December 11, 199%

1996, warrants for approximately 2.1 millicn shares and 2.7 million shares.
respectively, were issusd and exercisable, and such WAFTARTS exXplre At various
dates ranging from October 1999 to December 21000.

In 1951, the Company entered into a financing agresmant, as amended, with
the NTFC providing for a §40.0 million line of credit for the purchase of six
Northarn Telecom Corporation switching systems and related services. The tersa
and conditions of the sgresment were substantially identical to the Motorcla
Financing agreements. At December 11, 1995, §10.0 million was outstanding undar
this facility. On September )0, 199€, the agresmants relating to this facilicy
wore assndod and restated to becoms the Vendor Credit Facility and the bBalances
wtltlﬂlﬂ under the NTFC financing were refinanced with the Vendor Credit
Facllity scussed above.

For tha ysars 'uh-?uw: to December )1, 1996, annusl saturities of
long-ters dabt are as follows (in thousandsl

<TABLE>»
afs als
. s e ] 1.52
1.10
83,08
L1 1]
' . 207,19
....... ¥, 100,31
J. 462, 94
&7H, 38

S2.784, %4
sEmsssEe

«/TABLE=
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INTEREST RATL GWAPS -- In Nctobar 19%6, NIC sntered IAto an interest rate
swap agreement with & potlional ascunt of §120.0 million which will convert
floating rate debt ioto fixed rate cbligations with an effective interest rate
of 5.9%., This swap commanced on October J, 19% for & one-year pericd expiring
on October 1. 1997. As of Decembar J1, 195%¢ based on estimates cbtained from
dealers, the Cospany would bs obligated to pay §872,000 to settle this comcract

In Deacembar 1996, NFC sntered into an lnterest rate swvap sagreement with a
noticnal amount of §100.0 million which will convert floating rate dabt into
fixed rate obligations with an effective interest rate of 5.)J4V. This swap
comsenced on December 1), 1996 and will terminate either on December 11, 199%9F ar
on the first day of the gquarterly interest paysent pericd when the floating rate
is i to or exceeds €.25\, whichever comes first. As of December )1, 1§5&
bas on estimates cbtained from dealers, the Cospany would receive $143.000 to
settle this contract.

SUBSEQUENT TRAMUACTION -- On March 1, 1997, MIL completed a private
placement of #51,46) unites yielding $500.0 =million of gross proceeds. Each unit
is comprised of & 10-year senior discount note and a warrant to purchase 0.10616
shares of MIL common stock. The notes have a 11% yisld Co maturity, are
poncallable for five ywars, and require no coupon payments for the first five
ysars. The warrants are exercisable at & price of S)E.4% and entitle the holders
:? purchass in the sggregate 1%, on & fully diluted basies, of the coeson stock
of MIL.

7. FAIR VALUE OF FIMANCIAL IMETRUMENTE

The followi disclosure of che estimated falr valus of financial
instrusents is in accordance with the regquirements of Statemant of
Financial Accounting Standards Mo, 107, *Disclosurss Aboutr Fair Value of
Financisl Instrumeants.® The sstimated fair value amcunts have besn determined by
tha , uslng avallable market information and appropriate valuation
mathodologles. Mowever, considerable 3 nT is required In interpreting market
data to develop the sstimates of fair value. Accordingly, the estimates
presented herein are not necessarily indicative of the amounts that the Company
could realize ir & current market exchange. The use of different markst
assumptions and/or sstisation methodologies may have a material effect on the
satimated fair value amounts.

«TADLE »
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«CAPTION

| DECEMBAER )i,
_____ 1995
: CARRYINO ESTIMATED CARRY]
AMOUNT FAIR WALUE Ao
1IN THOUSANDS
al» alw aCw sC»
Marketable securities (including equity
securitiss classified within other long-term
T | PP P s g e i 183, %04 §1E), Bae H ",
L T T A L L T L 8 54,117 ] 5,087 (] 10,
Long-tarm Sabl..sisvs -sssssssssssasnasnsransn Fl1.687,02% §1,386, 800 £2.70),
« /TABLE >

CASH AMD CASH EQUIVALENTE, ACCOUNTS AND MOTES RECEIVABLE, ACCOUNTE PAYABLE
AND ACCRUED EXPENSES -- The CArrying amounts of these items are a reasonable
astimate of their fair value.

MAREETABLE EECURITIES -- The fair value of these securities are estimated
based on guoted market prices.
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At Decesber 11, 1993 and 1996, marketable securitier (including equity
securitiss classified within othar long-term assets] consist of the following

«TABLE»
«CAFTION»
s
COBT FAIR VALUE L
(1IN THOUSANDS)
il als =Cs «C
1995
Available for sale:
Debt mecurities...........cnruies e §69,679 § 6B, 44)
Bgulty oecuribiow. .. ccocvavsrsqnnsans o 559,618 §115,.101
1986
Avallable for sale:
Dabt securltied. ......ccovieucuen s § 4,901 § 5,000
Bquity securities...... A S $69,15% L FR T Y]
«/TARLE>

At Dacembar 31, 199, the net unrealized gain on investmsncs of
approximately $15.0 million included in stockholders® eguity ie net of a related
deferred income tax liability of approximately $8.23 million.

OTHER ASOETS -- The [alr value of other assets, consisting primarily of
investmentcs in promissory potes And escrow deposits, are sstimared
discounting future cash flows using current rates at which similar notes would
be issusd to similar borrowers and guoted market prices, as applicable. At
December J1. 1995 and 1996, It was pnot practicable to value investmeants in
nonmarketable squity securities of foreign entities with & carrying value of
approximately §55.5 million and $19.7 mlllion., respectively. Accordingly. thase
investments are excluded from the above table.

LONG-TERM DERT -- The falr valus of thess sscurities are estimaced based on
gquoted market prices of the 2100) Motes, 2004 Notes, Onefomm 1004 Motes, Dial
Fage 2004 Notas, and Dial Page 3008 Notes. Interest rates that are currently
available to the Company for issuance of debt with similar terma and remaining
maturicies are used to estimate fair value for debt iesues for which no market
quotes are available.

8. INOCOME TAXES

The components of the incoss tax (benaflt] provision were as follows

<TANLE»
«CAFTION s
MINE WONTHS
ENTED YEAN EMDED DE
DECEMBER 31, — --==-=
1984
LIM THOUSANDS)
alis aCs «C»
Current :
BRBER. e v s vianavaanncanniieneins £ s ] 3%
beferred:
Fedaral.......... e Rl . 139%.813) (18,7000
L L L T 133.11m as.127M1
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73,7381 (281,427
Income tax benefit. ... ... c o ucuns TR S171, 3450 § (20G,.603)
- ...
</TABLE>
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The reconciliation of taxss computsd at the statutery rate to the incooe
tax bensfit ie as follows:

«TABLE»
«CAFTION»
WIKE MONTHS YEAN ENDE
ENDED DECEMAER )
DECEMBER 11, CE
1¥94 1998
LIN THOUSANDS}
alin «Ca» «C» «C
Income tax bensfit at statutory rate...... 5(65.018) SO106, 118} 81
State tax benefit -- DeC..........00000unn 17,82&) (28,286)
Amortizacion of goodwlll. ... .............. 4.766 8,400
I v s i 7 e b b [ aa o o e SR 133 3,402
$171, 345) §1300,802) si
- - e -
</ TABLE>»

Deferred tax assets and liabilities consist of the following

«TABLE »
«CAFTION=
DECEMBER 1},

1995 1986
[IM mIT

afw als aCe

Deferred tax assets: cin

Operating loess carryforwa Y F408, 784 § Ti%,
Deferred interest............ i PR L N i0.0%8 1,
Otbar..... N LR R e i 24,198 .,
450,078 . als,
Valuation allowance -- net oparating losses. .. .. .. -a a1,
480,078 T4,
Deferred tax liabilities,
Iﬂlplrt;, plant and equipsent . . ... . ....... TSIl 113,
1nt ibles.... .... o e i slo.ml4 1,183,
Unrealised g@alnm. ... iiuuwineinnnas T P, 22.1%) 23,
[ 3L e A R o PN T ] e - 42,
R, 185 I.Jlﬁ:
Wet deferred tas liebility. ... .......... R 549,277 1 sﬁs
- - -_—.-

«/TABLE>»

AL December 31, 1956, the Company had approximately §1,%11.0 million of
consolidated met opersting loes carryforwards for Federal income tax purposes
which expire through 2011. and approximately 5126.0 million of separate return
pat operating loss carryforwards which expire thi h 3011, The utilisation of
tax net cpsrating loases may be subject to certain limitations

During the years ended December )1, 199% and 19%&, tax benefits of
spproximately §1.1 million and §7.4 million, respectively, related to the
axarcise of esployes stock options, wers credited to stockholders® eguity

9. COMMITMENTE AND CONTINGENCIES

OFERATING LEASE COMMITMENTS -- The Company lesses various equipsent and
office facilities under cperacing leases. Leases for analog antenns sites are
rharn”r & one T term or month-to-month, digital sntenns sites are genarally

ive ysar terms £t are cancelable after a short notice period under certain
circusstances. Putures rental paymsnts [er such antsnna site leases will
approximace §)0.% million for the year anding December 11, 1997, including
amounts dus to Motorols of approximately §$75.9 million (ses MNote 13 .
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Office facilities and egquipsent other than antenna sites are leassd under
agresments with terma ranging from 1 to 10 years. The leases normally provide
for the pl.r-nl of minimum annual rentals and certain leasss include provisions
for renewal options of up Co ten years.

For ars subseguent to December 31, 1996, future minisum payments for all
lease uhiI:ir.im that have initial noncancellable lease terms exceeding one
year are an follows (in thousands)

«TABLE »

Thareafter.. .. .... v iy e s : = i1,
5261.9%7

B

« fTAALE »

Total rental expense was approximately §37.0 million, §30.% million and
§04.% million for the nine months ended December 11, 19%4. and the ysars snded
December 31, 1995 and 199, respectively.

LEGAL CONTINOENCIES -- On July 10, 1995, & laweult cicled In Re Nextel
Communications Becurities Litigation was filed in the United States District
Court in the District of Mew Jersey. This litigation., which is being pursued as
a clars actiom sult, ssends and consolidates thres praviously filed class action
complaints and seeks damages Mll-ﬂdlr incurred by certaln stockhalders and
claimed to result from defendante’ alleged violations of Section 10ib) of che
Gecurities Exchange Act of 1534 and Bule 10b-% prosulgated thereunder. The
litigation alsc makes claims of fraud and deceit. Specifically, plaintifis clals
that such damages resulted from defendants’ certain alleged falese and misleading
statements regarding the digital communications technology developed by Motorols
and deployed by Mextal in its Digical Moblle networks. While Mextel cannot
predict the ocutcome of this litigation, Mextel belisves that the claims againa:
it are without merit and intends to vigorously defend against them

On September 1%, 1%%4, & lawsult titled Charles Dascal v. Morgan O'Brien,
Becker, Ourman, Lukas, Meyers, O'Brien and McOowan, F.C. and Mextel
Communications, Inc., was filed in the Circult Court of Dade County, Florida.
The lawsulit, which has been transferred to the United Grates District Court for
the Bouthern Discrict of Florida, seeks neatory damages, lost profites and
special damsges based on the defendants’ alleged breach of fiduciary duty,
misappropriation of trades secrets, negligent misrepresentation, fraud,
conversion, civil theft, bresch of good faith and fair dealing and unjust
enrichment. The claima. which primarily concern alleged conduct by Nextsl's
current Vice-Chairman and former Chalrman of the Board. Morgan O'Brien, in che
19708 and sarly 1980s prior to the formation of MNextel, sssert that business
plans allegedly formulated by the plaintiff relating to the developsent of a
wirsless comsunications system were disclosed to, and have been ieproparly used
by. the defendants. While Kextel cannot predict the outcoms of this litigation,
Nextel bellsves that the claims against it are without merit, and intends to
vigorously defend sgainst them. On September 1), 1994, the Board of Directors
determined that Morgan O'Brien, in hie capacities as an officer, director and
l\:thnrlm representative of Nextsl, was entitled to indemnification in respect
of this macter.

Unlems otherwise indicated, the relevant plaintiffs have not mpecified
amounts of damages being sought. Jiven the Cospany's asssssment of the clalma
asparted against it im each such lawsult. the Cospany does not believe that such
lawsuies, individually or in the aggregate, will have » material adverse sffect
on the Company's financial condition, results of operacions or liguidity

The Cospany ani Lte subsidiaries are involved in certain other
adainistrative proceedings and matters concerning legal issues rising in che
ordinary course of business. Managemsnt can not predict the [inal
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disposition of such lssues, but belisves that adequats provision has been made
for probable losses and that the ultimate resolution of these procesdings will
not ve & material adverse effect on the sccompanying financia)l statesants

REQULATORY CONTINGENCIES -- On Decembar 18, 1998, the FOC seleased new 830
Mz BWR licensing rules intended to provida for the suction of geographic-area
based SMR licenses in the top J00 SWE channels on an Economic Area (*EA®) basis.
The 200 channels will be suctioned in blocks of 130 channale, €0 chaunsls and 30
channels in an auction that the FCC has announced will occur in 1997. Onfce an
upper 100-channel EA licenss Is obtalned, the licensse will have the authority
Lo conetrugt, mrlu and modify lts systems withii the ]llcensed geographic arsa
without first sining FCC roval . To ansure proper construction and use of
the specirum, EA licensees wi be required Lo provide services to one-third of
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the population within two years, and two-thirds of the population within five
years using more than 508 of the EA licenses's channels. Fallure to sesl these
build out reguiremsnts will result in loss of the EX license

Because the upper 200 channels in the E00 Mz SME service are licensed to
existing BMA providers, the EA licensse will have the suthority teo relocate
incumbents within the EA to the lower 210 SME channels. Conseguently. Nextel =may
be subject to relocation in an EA for which it currently holds licensss but
falls to obtain the EA geographic-ares licenss. ipcumbent mot relocated out
of the EA licensed area must be provided co-channel protection b, the EA
licenses, and will be permitted to make only those system sodifications that do
not axpand their current interference contour. The ipcusbent licenses will also
ba provided an opportunity to comnvert thelr current site-by-site licenses to a
single licenss sncompassing their sxisting authorized service area contours

In addition to promulgating nev rules for the £ 200 BCO MMz channels,
the FCC propossd on Decesber 15, 199%% to license the lower 330 BMR channals on
an EA basis. The FCT has proposed to auction the lower channsls as an
*sntrepransur block® thus limicing auction participation to small businsssss
which would likely exclude Wextel from eligibllity to bid on the lower channels.
Tha FCOC proposal would not parmit lower EA licensses to relocats incumbents

10. ETOCMMOLDERS' EQUITY

During 1995, the Company increased Lte authoriged shares to €11.% million
of which 515.0 million shares are authorized &s Class A Common Stock (par value
$.001 per sharel, 35.0 million shares as Classs B nonvoting coovertible cosmon
stock | valus §.001 per mbare), and 6).9 millicn shares as Preferred Stock
{par *alue §.01 per share)l. The Class B Cosmon Stock ie convertible on &
one-to-one basis into Class A Cosmon Stock at the option of the he.der subject
to certain restrictions on the holder.

FTOCK IBSUANCES -- In 1993, the Compamy sntered into & Btock Purchase
Agressant (the *Comcast Agressent”) and related Optlon Agreemant (the "Coscast
Option®), as amended, with Comcast Co ation and/or its wholly-owned
subsidiary, Comcast FCI, Inc. (collsctively, *Comcast®) whareby Comcast agreed
to purchase §100.0 million of Class A Cosmon Stock. The first §50.0 million was
purchased for cash in 1957 at F14.00 par share. The second §30.0 million, was
comprised of §15.0 million which was subject to & contingent purchase
opportunity for a cash price set on Juns 30, 1993 at 90V of the then prevailing
market price (such contingant purchase OppOTtunity was not exercised) and §13.0
million which was desmed to be satisfied upon the Cospany's purchase of Comcast
MR properties located in Philadelphis (esee MNote 2). Under the terms of the
Comcast Option, Comcast purchased for $20.0 million a five-ysar option to
a ire an additional 25.0 million shares of Class A Common Gtock at an exsrcise
price of §16.00 per sharw. The option price was paid in the form of & §510.0
million five-year promissory note which sccrued interest at 5V per annum. On
June 30, 1995, the rights and obligations of the Company and Comcast with
respect to the potential $35.0 smillion equity investment sapired, and on July
18. 1995, Comcast repaid tha £20.0 million note, plus accrued intersst. On March
20, 1997, Wextel antered Into arrangements with Comcast that provided for the
pl:l‘;:!lﬂlhr Unrestricted Subsidiary Funding Company, & wholly-owned subsidiary
a xLe
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1*USPFC*), of the Comcast rights pursuant to the opticos described above for a
purchase price of §15.0 million (the *Comcast Espurchase Optlon®! The terms of
the agresment relating to such option purchases provided for the terminaticn of
a number of previously sxisting relationships betwser Nextel and Comcast,
including the Comcast Agressesnt and related docusents

PFursuant to the Comcast Agreemsnt, Comcas! was granted certaln rights to
purchass additicnal shares of Class A Cosmon Stock upon any public or private
issuances of such shares by the Company as specified in the Comcast Agreesent
(thes *Comcast Purchase Right*). Om May 1, 199%, Comcast sxercised its right to
purchase shares in connection with the Dial Page Merger (see Mote 2], Undar the
terma of the Company's sgreesent with Comcast, the rights with respect to the
lssuance of shares in the transactions with Motorola. OneComm and Digital Radio,
L.L.C. (*Digital Radio®) (as described below) lapsed on ril 30, 199%%. Omn
February ¥, 1954, Comcast purchased approximstely #.3 million shares of Class A
Common Stock for approximately $99.9 million, pursuant to Coscant's exsrcise of
itw anti-dilutive rights with respsct to the Dial Page Merger. The Comcast
Purchase Right was terminated in connection with the Comcast Option Repurchass.

On July 28, 1993, the Company consummated & securities purchass sgreemsnt

with Digital Radio and Cralg ©. McCaw ("McCaw®| (the *McCaw Becurities Purchase
t* or the "McCaw Transaction®] pursuant fe which Digital Radic purchased

for an recate price of §)00.0 million, Wextel units (the *Units®) consisting
of approximatsly 8.2 million ahares of & newly created Class A Cunvertible
Redessable Freferred Stock and 82 shares of & newly created Class B Convertible
Praferrsd Stock. The Units are convertible into spproximatasly 24.3% milllon
-rrn of the CI;-I A Common SLock and ares tm—ﬂu under certaln
clrcumstances solely at the Cosmpany's option. The Freferred Btock onl .
dividends undsr certain limited circumstances. In additiosm, pursuant Iap::ru
Ssparate cption sgressants. Digital Radio may purchass for cash up to 38.0
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million shares of Class A Cosmon Gtock at sxsrcise prices ranging fros 18 80 to
§31.80 rt share for periods of two to six years from July 28, 199%. On April &
1995, Digictal Radio purchased approximately 1.2 million shares of Class A Coseon
gtock for an mrmrn rchase price of approximately Bl4.% millien (813 .4
million net of a icable expensss attributable to both such iniltial iovestment
and the additional investments described abovel

Fursuant to the McCaw Becurities Purchase Agressent, the McCaw [ovestor was
granced anci-dilutive rights with respect to certain Wextel share issJances,
which rights and related terms are largely comparable to the Comcast Purchase
Right (*McCaw Purchase Right®). In Novesber 19904, upon the issuance of shares in
connection with an isicion, the McCaw Investor sxercised its anti-dilutive
righte, which result in the sale of 37).046 treasury shares of Mextel Class A
Common Etock Lo the McCaw Investor for $4.% millien

In connection with the McCaw Transaction, the Compa also entered into &
Iu:-lf_ht agressent with Eagle River, lnc. (*Eagle River®), an
affiliate of Digital Radic. to provide managemsnt and comnsulting services fro=
time to time as requested. In consideration for tChess sarvices, the Company
antered into an incentive option agresmssnt granting le River an option to
purchase an aggregate of up to 1.0 million shares of Class A Cosson Btock at an
exesciss price of $13.3% r sharw, sxzarcisable over two, four &asd slx ysars
For the years snded De r 31, 1998 and 19%¢ approximately $%#0%,000 and 5:.8
million of compansation sxpenses was charged to operstions in connsction with
thase agresssnts. Duri [ 4 ysars anded Decembar 31, 1993 and 190, the Company
paid Eagle River roximacely $247,000 and $348,000 under the terma of this
agresmant for rel roemant of axpenses.

F-23
P& Es T4

NEXTEL COMFUNICATIONS. INC. AND FUBSIDIARIES
WOTES TO CONSOLIDATED FIKANCIAL STATEMENTE -- (CONTINUED|

HARRANT [BSUANCES -- The following is & sussary of issued and outstanding
warrants for the purchasse of the Company's Class A Cosmon Etock

«TABLE»
«CAFTION»
EHAREE
COVERED BY
WARRANTS
afis als - .-C; ’
Issued and cutstanding, April 1, 19%4 and December 11,

TN s e e e ‘e 13,614,408 §0.001
Acquired. ... .cccncvsinnes PP S P o S e S 497,139
Exsrcimed. ............... e S e ey 1588, 60081 6.001
Iasusd and ocutstanding, December J1. 199%.. 33,831,624 z,m—n
Acqguired. ..... ..... . 3,160,087 12,34
Issusd and cutestanding. December 31. 19084, . aia I.691. 8691 £ i;n

... L 2 & F T
Exsrcisable, Decembar 31, 1906............. 2 ' Ja, 391,491 § 21.00
.’m' SEEEEESEE.. - ..

On March 20, 1997, an option to scquire 25.0 million shares. coversd by
wATTARLS ocutstanding as of December 31, 1906i, was repurchased pursuant to the
Comcast Option Repurchase described above

11. OTOCK AND EMPLOYEE DENEFIT PLAND

EMPLOYER STOCK OPTION PLAMS -- The Company's Incentive Equity Plan ithe
*Flan®) provides for the lssuance of up to 24.0 million shares of Class A Common
Stock to officers and key esployses. Gensrally, options outstanding under the
Cospany's stock option plan: (1) are granted at prices equal to or szcesding the
market valus of the stock on the grant date; (3| wvest ratably over elther & four
or five year sarvice pariod; and ()| expire ten years subsequent to award

A summary of the Plan activity is as follows:

«TABLE»
«CAFTION»
OPFTION
GHARER PRICE RARGE

allw aCw» als aCs aCp
Outstanding. March 31, 1%9a. ... ..... .. . 5. 497, ™M 5 1.2 - S40.7%
Granced . ..... - i HaE . Ff 200, 600 13.%0 40.2%
Aegquired. . .. . : T CFTY 14 .20 14.20
Cancealed...... ' tiim. omEl i. N 40.2%
Exsrcissd. ... .. T Rl T i E (240,694 1.3% - 15,87
Cutstanding, December 31, 18%4........ . 4,437,621 1.3% - 40.7%
Granted. ..vooavnnainnan e N 1,246,080 12.2% = 19.38
Ty e R e e T . 1,002,008 a.m2 - 19,09
Cancaled............ . e R . (141,417 1.%0 - 40.3%
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Exarciosd.....ccoonrrrurirrrissnn i (720, 7841 1.2% 1%.80
Cutatanding, Dwcember 31, 1898........... #,314,333 1.2% 4C. 7%
[ T e o S L 5.312.99% 1).40 19%.7%
ACQUAT®d . . o vuiaiia e 5 2,198,192 10.30 42.97
EARDBIB . o o winewie e e 2 12,969,560 1.7% - A0, 2%
Exeroimed. .......ocaraenninaq s 1 11,322,072 1.3% ¢« 13.00
Outstanding. December 31, 19%&......... - 12,35%.06% §1.7% - B42.87
Sessseeses Sessew LE L L L L}
Exsrcisable, Decesber 11, 19%&....... 4,912,838 £ 1.7 f42.97
EE L L L L L 2] - EE
«{TABLE »
F-2a
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NEXTEL COMMENICATIONS. INC. AND SUBRSIDIARIES
BOTES TO COMBOLIDATED FINANCIAL STATEMENTE -- (CONTINUED|

Following is & sussary of the status of stock options cutstanding at
December 11, 1996

«TABLE»
«CAFTION
OPFTIONS OUTETANDINDG OFTiONE EX
WE JONTED - AVERADE AVERAGE ]
EXERCISE NWUMRER OF LIFE EXERCISE NUMDER OF
FRICE RANOE EHARES BEMAINING FRICE EHARES
| YEARS )
«Es 4Cw» «Cs ales «Cs -
§1.75 - §3.00 1.422,227 3.7 § 4.50 L. 36l 90
7.00 - 10.20 1,358,330 5.3 .30 1,389,120
13.00 - 10.00 T.719,3587 8.7 15.1% 1,843,918
19.09 - 35.6) 243.774 5. & 21.9% 1,080
30.7% - 42.97 2,502,509 6. 40.17 S07,45%
13,355,069 7.8 14.50 4,912,838
T T e -
«/TARLE»

The Plan also provides for the grant of deferred shares at no cost to Che
participante In consideration of services performed. Oenerally. thess deferred
shares vest over a three-ysar period. An accelerated vesting schadule may be
criggarsd in the evant of & changs in control of the Company. During the nine
months snded Decembar 11, 199, and the ysars ended Decesmbar 11, 189% and 199&,
the granted deferred shares of 29,000, 77,000, and 1.100.000,
respectively. Compensation expenss of §140,000, §1.7 million and §4.2 million
has besn recognized in relation to the deferred ahare grants for the nine months
ended Decesbar 31, 198 and the years ended Decesbsr 31, 1%9% and 1996,
respactively.

In connaction with the nationwide construction of the Digital Mablle
network, the Company entared into & stock perfOrmance CONPENSACion ATTADgEmant
covering certain senior managers and granted options covering 578,500 shares of
Class A Common Stock with an exercise price of £14.13%5. Vesting is based upon
completion of the bulldout by certain dates; one-third of the optiocas vest
iemediately upon completion, one-third veat 12 months afcer completion, and the
remainder vest J4 months after cospletion.

In October 1995, the Financial Accounting Gtandards Board issusd Grateoment
of Financial Accounting Gtandards No. 13), "Accounting for Stock-Based
Compensation® (*GFAE 12)%). This Gtateseant encourages but does not require
companies to account for employes stock compsnsation awards bassed on thelr
estimated falr value ar the grant date with the resulting coet charged to
oparations., The Company has elected to continue to account for stoch-based
compensation using the intrinsic value wmethod prescribed in Accounting
Principles Board Opinion Mo. 15. "Accounting for Stock lssued to Esployess.® and
related Interpretations. If the Company had elected to recognire cCospansstion
expanse based on the fair value of the swards granted in 1595 and 19WM,
consistent with the provisions of SFAS 11). tha Company s net loss and net loas
pear cosmon share would have beesn increased to the pro forma ascunts indicated

balow:
« TARLE »
< CAPTION =
YEAR ENDED
DECEMBER 11,
199% 1986
1IN THOUSANDS)
dalls als alw
Met loss
AB POPOTERE. o s v vov i sarsmrsriasinsonssiannnsanssnnns §0301.185)  wisse,
maEEEeEee -
Pro forea. .......... ol A b e SR $1337,371) BisTo,

mEmsEEsE T
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Loss per common share:

AD EOPOTERA. . .. . .. csicqransinassnnnsans ] 4 12.31}) ] [
A ——— sssmms
Fro forma. . ......... Y PR A R . . [ 12.3%) - L
- -
wWeighted average fair value of options granted.... . . {1 14.79 5 1c
mEEEEEEES EEEE-.
«/TABLE»
F-23
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NEXTEL COMMUNICATIONS. INC., AND SUBSIDIARIES
NOTES TO CONBOLIDATED FIMANCIAL STATEMENTS -- (CONTINUED|

The sffects of applying BFAS 12) in this pro furma disclosure are not
necessarily indicative of the effect on future ascunts. EFAS 11) does not apply

to awards granted prior to 193%.

The fair valus of sach option grant is estisated on the date of grant using
the Black-Scholes option pricing modal with the following assusptions

«TABLE»
«CAFTION»

1953 199
iz aCr al»
Expscted stock price volatility...... S e e e 550 L1111
Ripk-froe ARCOremt TOL®.......cocvroorrronrnocsnns 5.9% - T.M 5% - 7

od Jife of options.........ccoc0u. B S i B yoars ¥ year
Expacted dividend yleld...coivivirssioriviansinas @.00y o.o0N
«/TIBLE>

The Company‘s stock options are not transferable, and the actual value of
the stock options that an esgloyee may realize, Lf any, will depend on ths
sxcess of the market price on the date of exsrcies over the sxercise price. The

has based its assumption for scock price wolatility on the variance of
weakly cloalng prices of the Cospany's stock from its initlal offering date to
the pressnt. The risk-free rate of return used equals the yield on ten-year
mero-coupon U.B. Treas iasuas on the grant date. Mo discount was applied to
the valus of the grants for non-transferablility or riek of forfeiture

MFOTES RECEIVAALE FROM STOCIHOLDERS -- As of Decesber 11, 199% and 1996,
aotes recelvable fros stockbolders of approximately $1.0 million and $1.1
million were outatanding. These notes, included in stockboldsrs' sguity,
represent advances to certain former officers for the cmercise of options, are
non-interest bearing and are payable on the expiration dates of the option
grante.

ETOCK APPFRECIATION RIGHTE -- On Movembar 1, 1904, MIL sdopted & Stock
reciaction Rights Plan, which was sffective as of Movember 1. 19%3, whereby
selected esployess and sagents of MIL may be granted rights to share in the
future appreciaction in the valus of MIL. Such rights do not represent an equity
interest in MIL, only & right to cospensation undsr the terms of the plan,

HIL t-l!‘ﬂltll\'ll?xlﬁll‘ﬂ 1,180,000 rights under the plan, at an exercise
price of §10.00 per ri ; on dates ranging from October 1. 1995 to October 238,
1996, with vesting pariods of 4 ysars. Rights under the plan say not be
exarcised until the esployes has vested in 00 of the grants As of December 11,
1995 and 1994, there were 755,000 and 1,240,000 rights cutstanding,
respectively. None of those rights were exercisable under the terms of the plan.
HIL had no commitment to make payments undar the plan at December 11, 199% and
1996 and no compensation expenss had been recognised becauss thers had besn no
;?'I:;:“:ﬂ' l-:’:h- valus of the rights from the time of Lessuance to December

. Ll 1 .

EMFLOYEE STOCK PURCHASE FLAN -- Under the 19% Esployee Stock Purchase Plan
|*"ESPP"), eligible e=ployees may subscribe to purchase shares of the Company's
Class A Common Gtock through payrell deductions up to 108 of eligible

ation. The purchass price is the lower of B35V of market value at the
mfmm or the snd of e quarter. The aggregate number of shares purchased
b-i' an e=ployee may not excesd §1%,000 of fair market valus annually (subject to
limications imposed by Section 42) of the Internal Revenus Codel . A total of %.0
sillion shares are available for purchass under the plan. The plan will
temminate on the tenth anniversary of its sdoption. Durimg 19%&. 7, )E0 Ereasury
shares were issued pursuant to the plan at & price per share of §15.72%.

EMFLOYEE RENEFIT FLAN -- The Company has defined contribution plans
pursuant to Bection 401(k) of the Internal Revenue Code covering all eligible
officers and emspl 4. The provides a matching contribution of §.%0 for
evary §1.00 comtributed by the employee up to 4% of sach employes's salary. Buch
contributions weare approximacely §287,000, §997,.000 and §2.0 million "or che
nines months anded December 31, 198 and the years ended UDecesber 31, 199% and
1996, respectively. At December 11, 1996, the Company had no other pension or
postemployment banefit plans.

F-34
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FOTES TC CONSOLIDATED FIMANCIAL STATEMENTS -- |(DCOMTINUED)
12. RELATED PARTY TRANSACTIONS

At December 31, 199d, Motorola owned approximately 19V end 100% of the
Company's outstanding Class A and Class B Cosmon Gtock, respectively.

During the ysars snded Decembar 11, 199% and 1954, the Company acguired
approximately $317.2 million and §490.8 million of infrastructure and ocher
eguipment, handssts, wvarranties, rent and services from Motorcla. At December
31, 1995 and 1996, amounts payable to Motorola. classified within accounts
pa ls, accrued axpenses and other, approximated 5177.4 million and §61.0
million. Under certain sgressents, as ssanded. the Company is committed to
purchase from Motorola & significant amount of system infrastructure equipmesnt
through 1999. Motorols is the principal supplier of the Company's Digital Moblle
infrascructure eguipseant and handesecs.

On Juns 10, 1996 the Company completed the acquisition of cercaln 800 MWz
trunked SME aystems, located in Hawall, from Motorola for approximately §5.4
million in cash.

On August 21, 1986, the Cospany through NIC loansd Orupe 812.0 million. The
principal and accrued interest outstanding as of December J1. 1996 was
approximately §).4 millien.

1}. SUBSEQUENT EVENTE

On March 27, 1997, Mextel and Motorola resached sagresmsnt on terms and
conditions pursuant to which Mextel could access up to an additional §430.0
millicn of squipment financing through Motorola. In ordear to access such
additional financing, Mextel would be reguired to procure ceztaln consents,
walvers and/or part r:lp-ltim commitmants from a number of third parties, and to
obtain modifications to the terms of the Bank and Vendor Credit Facilicies, the
relacted sacurity documents and the Mexts] Indentures and to satisfy certain
other conditions.

14. QUARTERLY FINANCIAL DATA [UNMAUDITED)

«TABLE >
«CAFTION»
FIRST EECOND THIED
(IN THOUBANDS, EXCEFT PER SMARE A
e8> «C» «Cs» «Cs
1996
REVEDEE & i o5 v s om o s sd s nessnd saesninndn § 68,110 § 77.61% § 91,040
Operating loem.......coca0uee s a (146, Bad) 1160, 4301 1189, 630}
MBE LOBE . o 15 555007 bbb, & g rridry 1118.710) 1130, 02010 T140 . BB))
. H 10.5€) [1-%-1 1 10 &&)
REVEOMEE . .« + oo ssssnsnssnnss . g 5 29,301 £ 30,177 § 51,074
Operating loss............. ‘ Saia 70,119 173, 323) (133, 44001
MR BN e e i i 153, 19%) 186, »02) 1103, 104}
WNet loss per common share....... .. ie. 80 [0.53) 10,861}
«/TABLE »
r-a?
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NEXTEL COMMUNICATIONE, INC
[ PARENT ONLY)
SECHEDULE 1 -- CONDENSED FINANCIAL INFORMATION OF REQISTRANT
CONTEMSED BALANCE SHEETS
AS OF DECEMRER 11, 1995 AND 19%¢
(DOLLARE IN THOUSANDSI|
A TARLE »
«CAPTION =
1995
afix aC» )
ASEETS
CURRENT ASSETS
Cash and cash equivalents ....... A T T 1T I T T P i § 104,040
Markstable securities........... .. i ; S e AP a6
Accounts receivable. ... ... ... ... L — 11
o e P e L S R N SN A e : c : 151
Total current asseta 6%, 108
PROPERTY, PLANT AND EQUIPMENT, 1,803
INTANGIBLE ABSETE, net.,.. T 587
DEFEREED INCOME TAXKED........... i 313,363
INVESTHENTS IN AND ADVANCES TO SUBSIDI 4,063,317
OTHER RESETE. . . . vovnravncvnnsnns Ftt s, 878
4,433,880

EEnssssnee
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CURRENT LIABILITIES

LIABILITIES AND STOCEMOLDERS® EQUITY

Accounts payable, accrued expenses and OURET.......... W e e E 15,00%
Current porticn of long-tere dabl...........¢civrenrnmmns- T R 517
Total current liabilicies. = WP R S 35,556
LONWO-TERM DEBT. .. .cvvvvunserons- e R AT a A e ATk R b S 1,451, 96)

COMMITHENTS AND mrm:u INOTE 31
FTOCKMOLDERS* BQUITY........... WAl A s e 1,945,141
84,437,880

«/TABLE>

The accompanying notes are an integral part of theses condensed {inancial

< PAQE > 7

Btatemants .

NEXTEL OOMOUWICATIONS, INC.

[PARENT ONLY)

BCHEDULE I -- COMNDEMGED FINANCIAL INFORMATION OF RECISTRANT -- (CONTINUED)

CONDENSED STATEMENTS OF OPERATIONS
FOR THE NINE MONTHE ENDED DECEMBER 31, 1584
AND THE YEARS KNDED DECEWMBER 11, 1993 AND 1996

(DOLLARS IN THOUSANDS )

«TARLE>»
«CAFTIONS»
1954 1995
B als aCs
CPFERATING EXFENSES
Salling. general and adminietrabive..............c0uieonn 11,048 § .1m)
s related to corporate numm“nm ........ “m 6.17%
Depreciation and amortization. . 2,08 1.778
13,099 16,442
OTHER INCOME (EXPFENER)
IRCOTEBE EXPHEIEE . . o ¢ o oo oobom e e e e B e e e 180, 48%) (116,004
Interest income (541,315, 596, 48% and $111,997
IBESTCOMPERY] & o+ vvqos v vnnmr s mstsasseosidsssinsnsi 6 60,6838 113,501
In“:m -uugo-nl. tﬂ ......................... i 14,011 13,41
other o A S N . 20 138
is.000) 20,050
LOEE REFORE IMCOME TM II:I'IPI'I m m.'l'l'l!'l’ I¥ WET LossEE O
SUBSBIDIARIES....... (v s 10, %07) (15,592
INCOME TAX BEMEPIT............ S e P N 7.000 46,212
INCOME (LOSS) BEPORE EQUITY IN WET LOGSRS O
BUBSBIDIARIED. . .. vov v v vv i nnn e antoasinnns [11.907) 10, 640
EQUITY IN WET LOGSES or EUBRSIDIARIES. ; - e 1110, 942) (361,008
MET LOBE. . oviveiiasosiiosstinnhsaaiasaanssaanianspessnrns 0128, 049) $1331, 145
S .;T“u. EESSssEeEe ...

The accompanylng notes are an integral part of these condensed flnancial
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NEXTEL COMMUNICATIONE, INC

(FARENT OSLY)

GCHEDULE 1 -- CONDENSED FIMANCIAL INTORMATION OF REQISTRANT -- [CONTINUED)

CONDENSED STATEMENTE OF CASN FLOMWS
FOR THE NINE MONTHS ENDED DECEMBER 31, 1994
AND THE YEARE ENDED DECEMBER 31, 1993 AND 1954

(DOLLARE IN THOUSANDS )

«TARLE»
«CAPTIONS
1994 199%

alle s «Cs
CAEN FLOWE FRONM OFERATING ACTIVITIES:

L T LT Bil3s, man) BU331, 148

Adjustment to reconcile net loss to net cash pm:ﬂ-d h':r

lused inl operating activities. g 150, 808 334,021
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Met cash provided by (used in| operating

Archrvesedgardana 14 16300009301 116700 | e 1

BEEAVIELABR . . e v ni i a s s s 18,004 2,054

CASH FLOWS FROM INVESTING ACTIVITIES,
Investmants in and advances to subsidiaries...... 1823, 928 1331%,3%%
{Increass)| decrease in other assets..... 16,248} 4, 454
Payments for acqguisitions, net of cash ll:q\u.nd (13.011) (4m, 577
Capltal oxpendiCured. . coovivrinsnsnpannnnss 4, pe0) (92%
Decreass in marketable securities. 257,878 103,618

Mat cash (used in] provided by lmulnq

-1 3 3 T iy, 8770 (208,700

CAEN FLOMS FROM FIMANCING ACTIVITIES:
pabt financi activicien -- OCher. .. vovevciiinnnras 760 1831
Common tock IBuMd. ... .ciiiiieiniisaiias e nnns 74,605 16,112
Preferred stock desued. . ........ ... . ciiianninicnna. .= 100,000
Treasury stock 1apusd. . ... ccvcnnrnrasanrimra s s nnns .- -
Notes receivable -- incentive eguity plan............... 14 i
Het cash provided by flnancing activities 73,911 115,728
NET (DECREASE] INCREASE IN CAEN AND CASH EQUIVALENTS, .. . 12%0,.610] 11,804
CASH ARD CASH FQUIVALENTS. BEOINNING OF FERICD...... 463,854 172,344
CAEH AND CASH EQUIVALENTS, BND OF PERIOD.................-. § 172,244 & 204,040

L LT

«/TABLE>
The accompanylng notes are an integral part of these condensed {inancial
statements.
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NEXTEL COMMUMICATIONS,
(PARENT ONLY]

H E

SCHEDULE I -- CONDEMSED FINANCIAL INFORMATION OF REQISTRANT -- (CONTINUED)
NOTES TO CONDENSED FINANCIAL GTATEMENTE

For sacecounting policles and other Information, ses the Hotes to the
Consclidated Financial otatessnte of Mextel Cossunicstions, Inc and

Bubsidiaries, included eleswvhers harsin.

1. Tha parent accounts for its investmants in subsidiaries by the eguity
mathod of accounting.

1. The parent company incosme tax benefit represscts the difference between taxes

computed on & consolidated basis and taxes calculated by the subsidiaries on

a4 separate return basie.

4. Certain peat assecs and related operatioas of the parent cospany were

. Tha ac
ve been

contributed to & wholly-owned subsidia
financial statements for 1994 and 199%
thess contributions.

§. The

rent has an agreement with sach of

i condensed
reclassl

ite wholly-owned

ied & & result of

subsidiaries whereby the parent company provides adsipistrative services for
wach of ite subsidiaries and charges the subsidiaries & fes esqual to the

actual costs incurred in performing these adalnistrative services

Thae fees

charged to the subsidiaries for the performance of adsinistrative services
totaled approximately $14.8 million, $3).4 million and §80.¢ million for the

nine months ended Decembesr )1, 1994 and the years ended Decembsr 11, 19%% and
1906, respectively.
F-11
«PAOE » [ |
NEXTEL COMMUNICATIONS, INC. AND BUBSIDIARIES
BCHEDULE Il -- VALUATION AND QUALIFYING ACCOUNTS
(IN THOUSANDE )
«TABLE»
<CAFTION:
BALANCE AT CHAROED TO CHARZED
REG MM ING COSTE AND TO OTHER
ur FERICD EXPENSES ACCOUNTE (L)
afls -C- ala o :t.': .......
Mine months Ended December 11, 1994
Al lovance for Doubtful Accountws...... [ B TF] §i. 10w | B Lkl
- ... - -
Year Ended Decembar 31, 199% "
Allowance for Doubtful Accounts...... §1.83) B1,9)8 $2.50
- ee LR L LA L
Year Ended Decesber 31, 1954
Allowance for Doubtful Ascounts. .. §%.202 2. %60 §2.a77
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i1} Allowances of acquired cospanies.
F-12
«PAGCE> 0]
PART II1I

ITE® 10. DIRECTORS AND EXECUTIVE OFFICERE OF THE REQISTRANT

The inforsation regquired herein regarding directors is incorporated hagein
by reference from the definitive Proxy Statesant for Mextel's 1997 Annual
Masting. which is scheduled to be flled on or before April 2%, 1997, under the
caption "Elsction of Directors.® The lnformatioct required herein regarding
axscutive officers required is sst forth in Part | hereof undar the heading
*Executive Officers of the Registrant.® which information is incorporated herein
by raference. The information regquired herein regarding complisnce with Section
16la) of the Bacurities Act of 1934 (the *Exchangs Act®) by the
Company's directors and executive officers, and persons who own more Chan ten

reant of & reglstered class of the Cospany's squity securities is incorporated

rein by reference from the definitive Proxy Statessnt (or Mextel's 1%9%7 Annual
Mesting, which is scheduled to be filed on or betore April 2%, 1997, under the
caption *Cospliance with Bection léia) of the Becuritles Exchange Act of 1934 by
Company Officers, Diresctors and 10% Stockholders . *

ITEM 11. EXECUTIVE COMPFENSATION

The information r.rur-d herein regarding compensation of sxecutive
officers and directors is incorporated herein by reference from the definitive
Proxy Statesent for Mextel's 1997 Annual Mesting, whick is scheduled to be flled
on or before April 2%, 1997, under the captions "Executive Compensation® And
*Election of Directors -- Compensation of Directors.*®

ITEM 12, SECURITY CWNERSEHIP OF CERTAIN BENEFICIAL OMNERS AND MAMAOEMENT

The information reguired hereln is incorporated berein by reference from
the definitive Proxy Statement for Bextel's 1997 Annual Mesting. whiech ias
scheduled to be filed on or before April 25, 1997, under the caption *Securitiss
Cwnecahip of Managemsnt and Certain Bensaficiasl Ownars *

ITEX 1). CERTAIN RELATIONENIPS AND BELATED TRANEACTIONS

The informacion required herein is incorporated hereln by refersnce from
the definitive Proxy Statement for Nextel's 1997 Annual Meeting. which is
scheduled to be filed on or before April 219, 1997, under the caption *Certain
Relationships and Nelated Transsctions.*

31
«PAOE> B4

FPART IV
ITEM 14. EXHIBITS, FIMANCIAL STATEMENT SCHEDULES AND EEPORTS OM FORM 10-K
im) (1] The following Financial Statemsnts are included in Part I! Item &

«TABLE =
<CAPTION:

alis

Indepandent Auditore’ Beport ......... s . ‘

Consolidated Balance Gheets, Decesbar )1, 199%% and 19%4 A ATt

Consolidated Statesents of COperations, Nine Months Ended Decesber 31, 1994
and Years Ended December 31, 199% amd i19%:8. .. .. . .. AL e e = e

Consclidated Statessnte of Changes in Stockholders' Equity, Mine Months Ende
December Ji, 1994 and Years Ended Dwcember 31. 1995 and 1996..... AHReEr

Consolidated Statemants of Cash Flows, MNine Months Ended Decesber 11, 1994
and Years Ended Decesber 31, 1993 and 19%.... ..., , . o

Motes to Consolidated Financial Btstements. .. .

< /TABLE»

(3] Financial Statement Schedules sre submitied herewith and are
included harein in 14idi.

«TABLE»
zfi=
Beredule 1., .......
Schedule II.........
«/TABLE»

(3} List of Exhibite -- Refer to Exhibit Index on pages 54-38, which is
incorporated herein by reference

(bl meports on Fors §-K,
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(1) The istrant filed a Current Report oo Form #-K dated September
Jo, 1904 and filed with the Commission on October 1, 19%& reporting under
Ites 5 the execution of the Bank and Vendor Credit Facility

(2] The Reglestrant filed & Current Reporft on Form B-K dated and filed
with the Commission on October J, 1994 r ing under Item % thereo! the
exscution of an sgressent of mserger and an of reorganization dated
Octobar 2, 190 betwesn the Cospany and 1 providing for the merger of PCI
with & wholly owned subsidiary of ths Company.

{3) The Regilstrant flled & Current Report on Form 8-K dated and filed
with the Commission on November 4, 1996 reporting under Item & thereof the
execution of an agressment and plan of marger between the Company and WVB
providing for ths merger of WVl with & wholly owned subsidiary of the

Company .

(4] The istrant filed a Current Report on Form B-K dated Novembar
33, 1996 and flled with the Cosmissich on November 76, 18%6 repcrting under
Item 5 tharsof the axscuticn of an asendsent to the Esgistration Agreement

dated as of August 1), 195¢ and filed as an Exhibit to the Cospany's
Registration on Form 6-3 (File Mo. 333-1173)3).

(el Exhibits listed above in Item 14ial ()} are included herein
{d)] Financlal Statesent Schedules listed above in Item l4ial () are

incorporated herein by reference herein.
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Pursuast to the reguiremeants of Bection 1) or 15(d) of the Bscurities and
Acc of 1934, the Registrant has duly caused this report to be signed on
1f by the undersigned, thareunto duly suthorized, in the City of McLean.

Commonwsalth of Yirginia.

NEITEL COMMUNICATIONS, INC.
By {8/ ETEVEM M. SHINDLER

March 31, 1997 Steven M. Ghindler

Senior Vice Fresident and
Chief Financial Officer

Pursuant to the requiresents of the Securitics Act of 1934, this report has

been signed by the following parsons in the capacities indicated below

Daniel F. Akerson
'nf TIMOTHY M. DONANUL

- EEEEmmEmEE R EE R EEEE e S e

Timothy M. Donahue
faf ETEVEN M. SHINDLER

B

Bteven M. Shindler

faf FTEFHEN WM. RAILOE
T Stephan w. matlor
faf MOROAN E. O'BRIEN
ST korgan B, ovmrien
faf EEITH DBANE
B Keith Bane
WSS Robert Cooper
fuf CRAID O. MOCAN

Cralg 0. McCaw

Kaiwuke Nakasaki
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Chairman of the Doard, Chief! Executive Offic
(Principal Executive Officer|

President and Chief Operating Officer

Benlor Vice President and Chiefl Financial Of

(Principal Financial Officer)

Vice Fresldant and Corporate Controller

IPrincipal Accounting Officer)

Vice Chalrman of the Board snd Director

Director

Director

Director

Director
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inf MASMAEI TORIMOTD Director
Masaakl Torimsoto
fnf DENNIE M, WEIBLING pirector

P EmErEmssSSAEESISEsESsSfsmemmsSsSeEsEsses

Dannis M. Walbling

fnf WILLIAM E. COMWAY Director
William E. Conway
«/TABLE »
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«TABLE»

«CAPTIONS
EXHIBIT

NUMBER EXHIBIT DESCRIFPTION

IEI ... oo
3.1 Amgnded and Esstated Agressent of Marger and Plan Reorganization by and

Naxtal Fipance Cospany, DOCI Marger Inc. and Plttencrieff Comsunications
dated as of December ), 19%6.
1.1 Restated Certificate of Incorporation of Mextel (filed om July 31. 1993
Exhibies Mo. 4.1.1 and 4,1.7 to Nextel's Post-Effective Asendmant Mo. |
8-8 to istration Statemant MNo. 3)-91716 on Form B-4 (the *Mextel §-8
Registration Statemsnt®) and incorporated herein by reference).
F] Anended and Restated Py-Lawe of Wextel (filed on July 31, 1995 as Exhibi
to the Mextel §-8 Registration Btatement and incorporated herein by refe
+1 Rostated Certificate of Incorporation of Wextel (see Exhibit No. 3.1 abo
2 and Restated By-Laws of Maxtel (ses Exhibit No. 3.2 above)
3 Indenture between Old Nextel and The Bank of New York., as Trustee, dated
15, 19%) (ehe *August Indenture®) (filed on Decembsr 21, 199) as Exhibit
to Old Mextel's Registration Statessnt No. ))-7)180 on Form B-4 (the *Po
B-4") and incorporated berein by reference).

.4 Form of Mote issusd pursuant to the Auvguat Indenture (included in Exhibi
4.3).
‘.5 Indanture beatwsen Old Nextel and the Bank of Nev York, as Trustes. dated

February 15. 19394 (the *February Indenture®) (fiiled on March 1, 1934 as
Mo. 4.1 to Old Mextel's Current Report on Form 0-K dated February 14, 19
incorporated herein by refarence) .

4.6 Form of Mote lesued pursuant to the February Indenture [included in Exhi
4.5).
4.7 Supplesantal Indenture dated as of Juns 30, 1995 to the August Indenture

0ld Wextel and The Bank of Mew York (filed on November 14. 199% as Exhib
Nextsl's Quarterly Report on FPors 10-0 for the gquarter ended September )
and incorporated harsin by relersnce) .

i.8 Supplemental Indenturs dated as of June )0, 1%%% to the Pebruary Indesntu
0ld Waxtal and The Bank of Mew York (filed on Movembar 14, 199% as Exhib
Nextel‘s MﬂlrLLhwrt on Form 10-Q for the quarter snded September )
and incorporated rein by refersnce).

4.9 Becond Bupplemental Indenture dated as of July I8, 1995 between ESMR, In
known as Nextell, as Successor by Me r to Old Mextel and The Bank of N
{relating to the August Indenture! (filed on Movember 14, 19%% as Exhibi
Nextel's Quarterly Report on Form 10-Q for the guarter ended Beptember 3
and incorporated herein by reference).

4.10 Sscond Bupplemental Indenture dated as of July 38, 199% between ESME, In
known &8 Nextel), as Buccessor by Merger to Old Nextel and The Bank of N
irelating to the Pebruary Indeature] (filed on Movember 14, 1993 as Exhj
Haxtal's Quarterly Report om Form 16-Q for the guarter ended Ssptembsr )
and incorporated herein by refersnce)

4.11 Indanture fcr Benior Redeemable Discount Motes due 2004, dated as of Jan
1794, between OneCosm (formerly called CenCall Cosmunications Corp.) and
of New York (the "OneCosm Indenture®] (filed on June 7, 1995 as Exhibit
to Old Mextel's Hegistration Gratement No. 1)-%1182 on Form B-d4 (the *On
Reglstration Gtatement®) and incorporated hereln by reference).

:T;:u Form of lote lssusd pursuant to ths fmeComm Indenture i(included in Exhib

L =
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d.13 Supplemsantal Indenture dated as of June 10, 19908 vo the OneCoss Indentur
OneComm (formerly called CenCall Communications Corp.)] and The Bank of N
(filed on Movember 14, 1954 as Exhibit 10.12 to Mextel's CQuarterly Repor
10-0 for the quarter ended September )0, 1958 and incorporated herein by
refarence) .

4,14 Second Supplessntal Indanture dated as of July I8, 1998 betwsen Mextel |
known as ESMR, Inc.i, as successor to CmeCosm, and The Bank of Wew Tork
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