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April 24, 1998
VIA OVERNIGHT DELIVERY

Mr. William Bullard, Executive Director
South Dakotz Public Utilities Commussion
500 East Cap State Capitol Building
Pierre, South Dakota 57301

Re: Application of NXLD Company
Dear Mr. Bullard

En.losed for fi find are an original and ten (10) copies of NXLD Company's

NXLD's™) Petition for Cemificate of Authority to Provide Intrastate Interexchange

ec unications Services within the State of South Dakota.  Also enclosed is a check in the
mount of $250.00 in payment of the requisite filing fee.

Please date-stamp the enclosed extra copy of this filing and return it in the attached self-
addressed, stamped cnvelope. Should you have any questions concerning this filing, please do
not hesitate to contact the undersigned

Very truly yours,

s e Ko UL
[ A

Nancy Killien Spooner
Marcy A. Greene

Counsel for NXLD Company

Enclosures

3000 K STREET, N.W. ® SUITE J00
WASHINGTON, D.C. 20007-5116
(202)424-7500 ® WWW.SWIDLAW.COM ® FACSIMILE (202)424-7645




1098-076

BEFORE THE
SOUTH DAKOTA PUBLIC UTILITIES COMMISSION

Apphication of

NXLD Company

For a Certificate of Authonty to Docket No.
Provide Intrastate Interexchange

Telecommunications Sery
Within the State of South Dakota

NXLD Company ("NXLD " or "Petitioner"), by its undersigned counsel, hereby submits its
Petition for a Certificate of Authority to provide intrastate interexchange telecommunications
services pursuant to Secti'n 49-31-3 of the South Dakota Codified Laws and the Rules of the Public
Utilities Commission. In support thereof, NXLD provides the following information as well as a

proposed initial taniff:

The legal name of the Petitioner is NXLD Company. NXLD intends to provide service in
the State of South Dakota under its own name. NXLD is in the process of obtaining approval for
its trade name, Nextel Long Distance. NXLD maintains its principal place of business at:

1013 Centre Road
Wilmington Delaware 19899

Telephone: 1-800-639-6111
Facsimile: (202) 347-3834




Correspondence er communications pertaining to this application should be directed

Nancy Killien Spooner,

Marcy Greene, Esq

Swidler & Berlin, Chartered
3000 K Street, N.W., Suite 300
Washington, D.C. 20007-5116
Telephone: (202) 424-7500
Facsimile: (202) 424-7645

with a copy to

Laura L. Holloway

General Attorney

NXLD Company

1450 G Street, N.W., Suite 425
Washington, D.C. 20005
Telephone: (202) 296-8111
Facsimile: (202) 347-3834

NXLD is incorporated under the laws of the State of Delaware. The duration of

NXLD s incorporation is perpetual. Copies of NXLD s Certificate of Incorporation and Authority

to Transact Business within the State of South Dakota are attached hereto as Exhibit 1
The name and address of NXLD s registered agent in South Dakota is:
Corporation Service Company
503 South Pierre Street
Pierre, SD 57501

4 NXLD seeks to provide resold telecommunications services to subscribers to and

from all points in the State of South Dakota and therefore seeks statewide authorization.




NXLD_Services: Petitioner proposes to provide 24-hour intrastate interexchange
teleccommunications services to subscribers to and from all points within the state. Petitioner will
provide service over facilities leased from LCL  Subject to demand and overall economic
circumstances, NXI. D may subsequently offer additional services. Petitioner’s toll-free number for
customer inquinies is (800) 639-6111

NXLD will provide high quality (digital wherever possible) service with a biocking rate no
greater than P.01 to presubscribed business and residential customers. NXLD 's services will be
available on a full-time basis, twenty-four hours a day, seven days a week. NXLD 's services will
use mostly Feature Group D Access and special access facilities.

6. [¢lecommunications Experience: NXLD was formed to provide interstate and

intrastate resold telecommunications services. NXLD is in the process of filing applications for

authonzation to provide intrastate telec ations services th the United States. NXLD

is currently authorized (by virtue of registration or on an unregulated basis) to provide resold

telecommunications services in the states of Colorado, Georgia, Indiana, lowa, Massachusetts,
Michigan Montana, New Hampshire, New Jersey, Rhode Island, Texas, Utah, Virginia, and

Wisconsin




Petitioner’s officers are weli qualified to execute its business plan, having extensive
managenial, financial, and technical telecommunications experience. Descriptions of the
telecommunications and managerial experience of Petitioner's key personnel are attached hereto as
Exhibit 2

Petitioner is financially qualified to provide interexchange telecommunical
services in the State. In particular, Petitioner has access 1o the financing capital necessary to
conduct its telecommunications operations as specified in this Petition. Petittoner will rely on its

ersonnel and technology and financial resources to provide intrastate services; accor
no additional investment will be needed to offer the proposed services. Petitioner’s financial

qualifications to provide interexchange telecommunications services are attached hereto as Exhibit

Attached hereto as Exhibit 4 is NXLD 's proposed taniff setting forth the proposed

rates, charges, and regulations for the services descnbed herein
10. Approval of this Petition will serve the public interest by creating greater competition
in the interexchange marketplace and by providing consumers a greater choice of long distance

services. Petitioner believes that increased altematives in the long distance service market will

provide South Dakota callers with the most competitive prices and widest arrangement of service

and billing options possible. Information concerning NXLD ‘s proposed marketing business

structure is attached hercto as Exhibit §




WHEREFORE, NXLD Company requests that the South Dakota Public Utilities
Commission grant the requested authority to resell intrastate telecommunications services in South

Dakota

Respectfuily submitted

Nancy Killien Spooner

Marcy Greene

SWIDLER & BERLIN, CHTD
3000 K Street, NW

Suite 300

Washington, D.C. 20007-5116
Telephone:(202) 424-7856
Facsimile: (202) 424-7645

Counsel for NXLD Company

Dated: Aprit”] 1998




Exhibit 1 Centificate of Incorporation and
Certificate of Authority to Transact Business

Exhibit 2 Management Qualifications
Exhibit 3 Financial Information

Exhibit 4 Proposed Tanff

Exhibit 5 Marketing and Business Information

Verification
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STATE OF DELAMARE

SECRETARY OF STATE
DIVISION OF TIONS
FILED 09:00 AN 01/08/1998

961009585 - 2843957

CERTIFICATE OF INCORPORATION
OF
NXLD COMPANY

A STOCK CORPORATION

1, Thomas J. Sidman, for the purpose of i ing and izing a
under the General Corporation Law of the State of Delaware, do bereby certify as follows:

FIRST: The name of the corporation (the “Corporation™) is NXLD COMPANY.

SECOND: The address of the Corporation’s registered office in the State of Delaware,
and its prircipal business address, is 1013 Centre Road, Wilmington, Delaware 19899-0591,
in the city of Wilmington, County of New Castle, Delaware, The name of the Corporation’s
registered agent at such address is Corporation Service Company

THIRD: The purposc of the Corporation is to engage in any lawful act or activity for
Mwwrmmyhmwmmﬁenmlcuwaimhwofmsmof
Delaware

FOURTH: The total number of shares which the Corporation shall have authority to
issue is one hundre< (100) shares of Common Stock, without par value

FIFTH: Elections of directors need not be by written ballot except and to the extent
provided in the by-laws of the Corporation.

SIXTH: To the full extent permitied by the Genera Corporation Law of the State of
Delaware or any other appiicable laws presently or hereafter in effect, no director of the
Corporatior: shall be personally liable to the Corporation or its stockholders for or with respect
10 any xuotomuuommmwfumumofhlukrduinulﬁmolmec“poman.
Anylrpedarnmﬂ:mnnmuAmdesmhmlnundvmdylﬂealnynm‘x
protection of a director of the Corporation existing immediately priof to such repeal o
modification.

SEVENTH: Each person who is or was or had agreed to become a director or officer of
lh:Ccrponlim,ornchmd:pmonmuov%smngorwhohndqmdmmnlhe
request of the Board of Directors or an officer of the Corporation as an employee or agent of
the Corporation or as a director, officer, employee or agent of another corporation, partership,
Joint venture, trust or other enterprise (including the heirs, executors, administrators or estate of
such person), shall be indemnified by the Corporation to the full extent permitted by the
General Corporstion Law of the State of Delaware o any other applicable laws as presently or
hereafier in effect. Without limiting the generality or the effect of the foregoing, the
Corporation may enter into one or more agreements with any person which provide for

o cian anon Vs Ay




indemaification greater or different than that provided in this Anticle Seventh Any repeal or
modificauon of this Article Seventh shall not adversely affect any right or protection existing
hereunder immediately prior 10 such repeal or modification.

EIGHTH: In Furtherance and not in limitation of the rights, powers, privileges, and
discretionary authority granted or conferred by the General Corporation Law of the State of
Delaware of other statutes or laws of the statc of Delaware, the Board of Directors is expressly
authonzed (o ake, alter, amend or repeal the by-laws of the Corporation, without any action
on the part of the but the may make by-laws and may
alter, amend or repeal any by-law whether adopted by them or otherwise. The Corporation
may in its by-laws confer powers upon its Bourd of Directors in addition to the foregoing and
in addition to the powers and authoritics expressly conferred upon the Board of Directors by
applicable law.

NINTH: The Corporation reserves the right at any time and from tme to time to
amend, alter, change or repeal any provision contained in this Certificate of Incorporation, and
other provisions autharized by the laws of the State of Delaware at the time in force may be
added or inserted, in the manner now or hercafter prescribed herein or by applicable law; and
all rights, prefe and privileges of wh nature conferred upon stockholders,
directors or any other persons whomsoever by and pursuant to this Certificate of Incorporation
in its present form or as hereafter amended are granted subject to this reservation.

TENTH: The name and mailing address of the sole incorporator is Thomas J, Sidman,
1013 Centre Road, Wilmington, Delaware 19899-0591

ELEVENTH: The names and mailing addresses of the persons who are to serve as
directors of the Corporation until the first annual meeting of stockholders or until their
successors are clected and qualified ace as follows:

NAME _ MAILING ADDRESS
Thomas J. Sidman 1013 Centre Road, Wilmington, Delaware 19899-0591
Gary D. Begeman 1013 Ceatre Road, Wilmingtor, Delaware 19899-0591

IN WITNESS WHEREOF, I Thomas J. Sidman, being the sole incorporator
heremabove named, do hereby execute this Cenificate of Incorporation as of the 8* day of

January, 1998

Thomas J. Siiﬁ; Sole Incorporator




State of South Bakota
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OFFICE OF THE SECRETARY OF STATE

CERTIFICATE OF AUTHORITY

I, JOYCE HAZELTINE, Secretary of State of the State
of South Dakota, h y certify that the Application for
a Certificate of Au ty of NXLD COMPANY (DE) to
transact business in this state duly signed and verified
pursuant tc the provisions of the South Dakota
Corporation Acts, have been received in this office and
are found to conform to law

ACCORDINGLY and by virtue of the authority vested in
me by law, I hereby issue this Certificate of Authority
and attach nereto a duplicate of the application to
transact business in this state under the name of NXLD
COMPANY .

set my hand and

ffixed the Great Seal of

State of South Dakota, at

the Capital, this
February 17, 1998




SECRETARY OF STATE

s

S ~'3r*a‘ reviation of o e"suc" words
he word or abbreviation which 1 iects to add thereto for use in this state is

(3) State where incorporated 2 = Federal Taxpayer IO

(4) The date of its incorporation is __= . [SYg
duration, which may be perpetual G +

The n‘ve— of its princi

(2,

The street address, or a statement that there is no street address, of

uth Dakota is 503 South Pierre St
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numter of its issued shares. itemized by classes. par value of shares, shares without
) dass, s
Par value per share or statement that shares are
without par value

o pe—

captal is $ _J, ee=
ue equals stated capital. In
the issued shares

the case of no par value stock, stated capital is

mpanied by a CERTIFICATE OF FACT or a CERTIFICATE OF GOOD STANDING
e secretary of state or other officer having custody of corporate records in the
state or country under whase laws t is incorporated

(13) That such corporation shall not directly or indirectly combine or make any contract with any incorporated
company, foreign or domestic, through their stockholders or the trustees or assigns of such stockhoiders,
or with any copartnership or association of persons, or in any manner whatever to fix the prices, limit
the production or regulate the transportation of any product or commodity so as to prevent competition
n such prices, production or transportation or 1o establish excessive prces therefor

(14) That such corporation, as a consideration of its being permitted to begin or continue doing business
within the f S comply with all the laws of the said State with regard to foreign
corporations

The application must be signed, in the presence of a notary public, by the chairman of the board of directors,
or by the president or by another officer
‘CLARE AND AFFIRM UNDER THE PENALTY OF PERJURY THAT THIS APPLICATION IS IN ALL THINGS,

TrUE AND CORRECT
ar 2 36

5-‘& rc '#w)
(Title) )

19 2 before me sa g Keeden
Sutb e known to me, or proved to me, to be
the N T of the corporation that is descnbed in and that executed the
winin instrument ard adknowledged 10 me that such comoration exec.ted same ,
/3 /58] —u P Aredey
(Notary Public

ommssion Expes:

Nota'# Sea
D T T T T ]

The Consent-of Appontment belcw must be signed by the registered agent listed in number six

CONSENT OF APPOINTMENT BY THE REGISTERED AGENT

by give my consent to serve as the

rpor; ce Company

Corpgranon Service Company

P 5
Rept ff>-Co
sgnature of registered agent)




NXLD COMPANY
Name

Tom Sidman

D. F. Akerson

Tim Donahue

Morgan O'Brien

Steven Shindler

AJ Long

Edward Davis

Michael Carper

Ricd Zulager

William Arendt

OFFICERS AND DIRECTORS

JIRECTOR

President

Vice Chair

Vice President & CFO

Treasurer

Assistant

Assistant Secretary

Assistant Secretary

President & Controller

Address

3 Centre Road
350
ton, DE 19805

1013 Centre Road
Suite 350
Wilmington, DE 19805

1013 Centre Road
Suite 350
Wilmington, DE 19805

1013 Centre Road
e 350
Wilmington, DE 19805

1013 Centre Road
Suite 350
Wilmington, DE 19085

1013 Centre Road
Suite 350
Wilmington, DE 19805

1013 Centre Road
Suite 350
Wilmington, DE 19805

013 Cen
Suite 350
Wilmington, DE 19805

1013 Centre Road
Suite 350
Wilmington, DE 19805

1013 Centre Road
Suite 350
Wilmington, DE 19805

13 Centre Road
350

Wilmington, DE 19805

1013 Centre Road
Suite 350
Wilmington, DE 19805




SOUTH DAKOTA SECRETARY OF STATE
OFFICIAL RECEIPT NUMBER 686753
DATE 02/17/1998

FORM OF PAYMENT CHECK AMOUNT $§ 100.00
CHECK NBR 25782 BY STKEWAR

CSC
1013 CENTER ROAD
WILMINGTON DE 19805-_

THIS RECEIPT IS IN REFERENCE TO
NXLD COMPANY

TRANSACTION DESCRIPTION AMOUNT

CERTIFICATE OF AUTHORITY. . Ceaeis e . 90.00
EXPEDITED FEE.... 10.00




EXHIBIT 2

Managerial Qualifications




Managerial

Daniel F. Akerson, Chairman and Chief Executive Officer. is a graduate of the United
States Naval Academy and received his M.Sc. from the London School of Economics. Mr
Akerson has served as Chairman of the Board and CEO for Nexte! Communications, Inc, since
March, 1996, and serves as director on the Boards of the American Express Company and
America OnLine, Inc. (AOL)

From 1993 until March, 1996, Mr Akerson served as general partner of Forstmann Little
& Co., a private investment firm. While at Forstmann Little, he also held the positions of
Chairman of the Board and CEO of General Instrument Corporation, a technology company
acquired by Forstmann Little. From 1983 to 1993, Mr. Akerson held various senior management
positions wiwt MCI Communications Corporation, including President and Chief Operating
Officer.

Timothy M. Donahue, President and Chief Operating Officer, is a graduate of John
Carroll University. Mr. Donahue has served as President and COO of Nextel Communications,
Inc. since January, 1996

Prior to joining Nextel, Mr. Donahue served as Northeast regional president of AT&T
Wircless Services operations from 1991 to 1996. Mr. Donahue started his career in the
teleccommunications industry in 1981 as director of sales and marketing for MCI's airsignal
division. He was promoted 1o vice president of sales and marketing prior to McCaw’s
acquisition of that division in 1986

Morgan O’Brien, Vice Chairman, has served as a director of Nextel Communications,
Inc. since co-founding the company in 1987. Since 1987, Mr. O'Brien has served as Vice
Chairman and Chairman of the Nextel Board, and General Counsel to the company.

Mr. O’Erien was with the law firm of Jones, Day, Reavis & Pogue, an international law
firm, from January 1986 1o January, 1990, during which time he served as partner-in-charge of
the firm’s telecommunications section from January 1986 until co-founding Nextel in 1957, Mr.
O'Brien also served as a consultant to the firm from January, 1990 10 October, 1991. From June
1979 until April 1987, Mr. O’Brien was in private legal practice and represented major
specialized mobile radio (SMR) operators in proceedings before the FCC. From October 1970 to
lune 1979, he served in a variety of legal and manaserial positions with the FCC in the areas of
private radio and radio common carrier administration




EXHIBIT 3

Financiaj Qualifications




SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

[X1 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 1996,
OR

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

For the transition period from to

Commission file number 0-19656

NEXTEL COMMUNICATIONS, INC.

(Exact name of registrant as specified in its charter)

Delaware 36-3939651
(State or other jurisdiction of (LR.S. Employer
INCOTporation or orgamization ) Identification No.)
1505 Farm Credit Drive, McLean, VA 22102
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number. including area code: (703) 394-3000
Securities registered pursuant to Section 12(b) of the Act: None

Secunues registered pursuant to Section 12(g) of the Act: Class A Common Stock, $0.001 Par Value

heck mark whether the registrant (1) has filed all reports required 10 be filed by Section 13

Sec Exchange Act of 1934 during the preceding 12 months (or for such shorter period

ant was required 1o file such reports). and (2) has been subject 10 such filing requirements for
N O

73 pursuant to ltem 405 of Regulation S-K is not
ned. to the best of registrant’s knowledge, in definitive proxy or
ated herein by reference in Part 111 of this Form 10-K or any amendment to

Based on the closing sales prics on March 1. 1997, the aggregate market value of the voting stock held by
8

nonaffiliates of the registrant was §

On March 1. 1997 the number of shares outstanding of the registrant’s Class A Common Stock and
Class B non-voting Common Stock. $0.001 par value was 225,230,943 (including 1,610,868 shares held in
treasury) and 17,830,000, respectively

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statemen! relating 10 the Annual Meeting of Stockholders scheduled 10 be held on
or about May 1%, 1997 are incorporated in Part 111, Items 10, 11, 12 and 13




NEXTEL COMMUNICATIONS, INC,
PART 1

Ttem 1. Business

Introduction
On July 25, 1995, NEXTEL Communications. Inc.. a corporation organized under the laws of the State
of Delaware in 1987 (“Old Nexte!™), was merged with ESMR, Inc. (“ESMR"). until then a wholly owned
subsidiany of Motorola. Inc (“Motorola™). ESMR was the surviving corporation in the merger (the
Motorola Transaction”) and succeeded to Old Nextel's assets and liabilities. ESMR changed its name to
Neatel Communications. Inc. (“Nextel” or the “Company™), effective upon the consummation of the
Motorela Transactic 1. References herein 10 Nextel or the Company for periods prior to July 28, 1995 refer to
Old Netel as the predecessor 10 the business and operations of Nextel Unless the context requires otherwise.
the Company or to Nextel are inteaded 1o include Nextel Communications. Inc and its

Information contained hereir gives effect 1o the acquisition of approximately 1,220,000 shares of the
Company’s Class A Common Stock. par value $001 per share (the “Class A Common Stock™), by Digital
Radio LL.C (the “McCaw Investor”™) on Apnl $. 1995, an additional acquisition of 8,163.265 shares of the
Company’s Class A Convertible Redeemable Preferred Stock. par value $.01 per share (the “Class A
Preferred Stock™) and 82 shares of the Company’s Class B Convertible Preferred Stock. par value $.01 per
hare (the “Class B Preferred Stock™) by the McCaw Investor and the consummation of related transactions
on July 28, 1995 (the “McCaw Transaction”). the merger of OneComm Corporation (“OneComm”™) with

and into Nextel on 28, 1995 (the “OneComm Transaction”). the consummation of the Motorola

Transaction on July 28, 1995 the merger of a subsidiary of Nextel with Amencan Mobile Systems
Incorporated (“AMS™) on July 31, 1995 (the “AMS Transaction”), and the merger of Dial Page, Inc. (“Dial
P, ) with ar Nextel on January 30, 1996 (the “Dral Page Transaction™)

General

Nextel's business consists principally of providing a wide array of digital and analog wircless communica-
nons services 1o its cus omers in the United States, in each case utilizing frequencies licensed to its
subsidianies by the Federal Communications Commission (“FCC™). Nextel provides a differentiated package

digital wireless communications services under the Nextel brand name 10 customers of the

ucted and operated by Nextel's subsidiaries in and around major metropolitan

throughout the country. Collectively, the Company’'s operations constitute one of the

wireless communications networks utilizing 2 single digital transmission technology

¢ 1o ce in the United States. Through its digital and analog wireless communi-

rhs. Nextel is the leading provider of specialized mobile radio (“SMR™) wireless communica-

tions services in nearly all 48 states in the continental United States and in Hawaii. Nextel has significant

SMR ctrum holdings 1 and around winually every major business and population center in the country
nclu the top 50 metropolitan market areas 1n the United States

operating revenues pnmanly anse fre its digital and anslog wireless communications

e United States. particularly the mobile telephone service and two-way radio service and. 1o a

from sales and maintenance of related equipment. Nextel's business plans and cfforts are to

directed toward replacing the remaining traditional analog SMR systems that it currently operates

with advanced mobile communications systems emploving digital technology with 3 multi-site configuration
requency reuse (“Digital Mobile networks™). A customer using Nextel's Digital Mobile network

currently is able to access mobile telephone services. two-way dispatch, paging and alphanumeric short-
messaging service, and in the future is expected 10 be able 1o access data transmission. The Company is
mplementing its Digital Mobile networks utilizing digital technology developed by Motorola (such technol-
ogy i referred to as the “integrated Digital Enhanced Network™ or “IDEN"). As of December 31, 1996,




Nextel's Digital Mobile networks were operating in major metropolitan market areas throughout the United
Stutes that collectively accounted for approximately $0% of the total United States population

Prior to the second quarter of 1996, the Company implemented its Digital Mobile networks in its market
areas using Motorola’s first gencration iDEN technology. During that time frame. the Company encountered
certain technology and system performance issues relating primarily to the voice transmission quality of the
mobile telephone service In response 1o these issues, the Company and Motorola took action on several fronts
10 address system performance issues in general, and voice transmission quality concems in particular. See

Nextel's Digital Mobile Networks — Expenence with First Generation iDEN Systems Implementation ™
Addinonally, the Company, together with Motorola, in 1995 began pursuing a program directed toward the
development and deployment of modifications to the first generation iDEN technology platform. which
modifications were tarpeted specifically at improving the voice transmission quality of the mobile telephone
service. The mpany commenced the full-scale commercial launch of its first Digital Mobile networks
ncorporating the riodified IDEN technology (referred to herein as “Reconfigured iDEN™) in the Chicago
metropolitan market area late in the third quarter of 1996. Subsequently, Nextel commenced full-scale
commercial launches of the Reconfigured iDEN Digital Mobile networks in the Atlanta. Boston, Denver,
Detroit and Las Vegas metropolitan market areas and in the Northern California market area. in each case
accompanied by an aggressive, regionally focused marketing campaign

Recently. Nextel announced the introduction of its national digital network and indicated that it will not
charge roaming fees for its customers traveling anywhere on the national digital network. Nextel's national
digital netw which covers major litan areas 50% of the United States

pulation, will enable Nextel's mobile |:Icphan< customers to - voam " throughout the markets covered by the
network at the same airtime rate charged in their home markets. The Nextel national digital network provides
the same mobile telephone functionality and related features offered to customers in their home markets and
climinates the complex dialing procedures, access fees and higher per-minute aintime rates often encountered
by “roaming” customers of cellular providers. Additionally, the Company recently announced a new billing
¥. pursuant to which Nextel will bill its mobile telephone service customers based on the actual number
seconds of airtime used after the first minute, in contrast to the cellular industry practice of rounding all
calls u; > the next minute.

Over the three years ended December 31. 1996, the number of subscriber units in service on Nextel's

tal Mobile network has increased ly. reflecting the of Digital

network senvice o centain markets and increased sales in markets in which Digital Mobile network

ded. As a result, the number of subscriber units in service on Nextel's Digital Mobile network

500 at December 31, 1994, to 85,000 at December 31, 1995 and to 300,300 at December 31,

Nextel's Exssting Analog SMR Operations.” Nextel's business and marketing strategy for its

\| sbile networks continues to be based on, and reflect, a principal focus on multi-service business users
markets with Digital Mobile networks

Dunn

1996 and wnto carly 1997, Nextel also significantly expanded its operations and investments

reless communications service providers outside the United States, which are conducted under or

by or through McCaw I L. (“McCaw | "), an indirect. wholly

ed subsidiany of Nextel. With the exception of the equity interests held by Nextel and by McCaw

onal in Cleamet Communications, Inc. (“Cleamet”). a major provider of analog and digital SMR

ymmunications services throughout Canada, and the holder of one of the two nationwide personal

unications services (“PCS™) licenses awarded in Canada, McCaw International’s subsidianes or other

shich McCaw International holds equity or cquivalent interests own and operate wircless

nications systems in Latin Amenca and Asia. McCaw International’s operating companies currently

# variety of analog or digital wircless communications services (including analog SMR dispatch and

onnect, paging and alphanumeric shori-messaging and digital mobile telephone services) in certain
ajor metropolitan arcas in Argentina, Brazil. Mexico, the Philippines and Shanghai. China

\:\ el's pnncipal executive and administrative facility is located at 1505 Farm Credit Drive, McLean.
nia 22102

20 and its telephone number at that location is (703) 394-3000.




Business Strategy

Nextel's pnincipal business objective is to become 1 leading provider of wissless com cations services
in major markets throughout the United States and 10 become a major participant in the global wireless
communications business by making selective international investments in wircless communications services
companics in emerging markets with strong long-term economic growth prospects. To accomplish its objective
in the United States. the Company intends to capitalize upon the opportunity made possible by the
February 13, 1991 unanimous FCC decision approving the Company's proposal to create Digital Mobile
networks within its six then-existing markets. The Company’s initial strategy was to consolidate the
fragmented SMR industry in the largest markets in the United States through the acquisition of SMR systems
that had achieved minimum FCC loading requirements so as to permit aggregation of frequencies in a single
market. See “— Regulation” The Company has also acquired spectrum through mergers and acquisitions as
well as by obtaining licenses from the FCC. More recently, the Company’s efforts have focused on the
development ar 1 deplovment of Digital Mobile networks 1o replace its traditions! analog SMR networks
Customers of the Company’s Digital Mobile networks currently are able to access mobile telephone, two-way
dispatch. paging and alphanumenc short-messaging services using a single, multi-function subscriber unit. In
the future, the Digital Mobile network service offerings also are expected to include data transmission
capabilities

The Company currently is considening adopting and implementing a newly developed revised business
plan (the “Revised Business Plan™), which would involve a more accelerat~d and extensive deployment
dunng 1997 and 1998 of the Reconfigured iDEN technology platform throughout the Company’s existing and

ntemplated Digital Mobile networks (including primary connecting routes between affected markets) in the
United States. The Company anticipates that deployment of Digital Mobile networks utilizing the Recon-
figured IDEN technology platform will enable it to provide potential customers in its markets with an
integrated package of wireless communications services competitive with the service packages being offered

urrently or expected to be offered by other providers of wireless communications services in those markets
The Revised Business Plan does not contemplate a significant increase in the population coverage 10 be
achicved by the Digital Mobile networks in operation at the end of 1998, as compared 1o the population

e targets reflected in 1ts current business plan (the “Existing Business Plan"). However, there are

objectives, the perceived customer demands for and utilization of the relevant

less services and the positicning of the Company's products and services relative to those of competing

wireless communications service providers. The Company believes that the implementation of its Revised
Business Plan will better position Nextel both to achieve its strategic objectives and to prepare o

i in the wireless communications industry, especially from certain current operators that, on their

sting cellular frequencies or on other frequencies acquired by such operators or their affiliates in the

recently concluded PCS spectrum auctions, are in the process of converting their wireless communications

hinology formats and are moving to provide “nationwide coverage™ on the resulting

systems T © 3t 3 significant st ic advantage may exist in being “first to market,”

particularly in companson to the new “entreprencur block™ PCS licensees and other existing or potential

regional wircless communications service providers, which may encounter significant financial and other

challenges in replicating or overtaking the Company’s industry position once the Company successfully

concludes its nationwide Digital Mobile network build-out plan and develops a sufficient customer base in its

markets. See “— Revised Business Plan

Although the Company already has taken a number of significant steps in anticipation of implementing
the Revised Business Plan, and further actions currently are underway to reach that objective, several of the
actions that must be taken to enable the Compans to implement the Revised Business Plan are dependent on
centain actions by or responses from third partics, which as vet have not been secured. See “— Revised
Business Plan” and “Risk Factors — Nextel to Require Additional Financing™ and “— Forward-Looking
Statements
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INDEPENDENT AUDITORS' REPORT

the Stockholders and Board of Directors of

Nextel Comm

We have anving consolidated balance sheets of Nextel Communications. Inc. and
the P 1. 1995 and 1996. and the related consolidated statements of

rs’ equity. and cash flows for the nine months ended December 31, 1994, and

1995 and 1996. Our audits also included the financial statement schedules

These financial statements and financial statement schedules are the

s management Our responsibility is 10 express an opinion on these financial

stateme: ent schedules based on our audits

ur audits in accordance with generally accepted auditing standards. Those standards
and perform the audit to obtain reasonable assurance about whether the financial
¢ matenal misstatement An audit includes examining. on a test basis, evidence
nd disclosures in the financial statements. An audit also includes assessing the
estimates made by management. as well as evaluating the overall

ve that our audits provide a reasonable basis for our opinion

idated financial statements present fairly, in all matenal respects. the financial

mmunications, Inc and subsidianes at December 1995 and 1990, and the results of

cash flows for the nine months ended December 31. 1993 and the years ended

and 1996, in conformity with generally accepted accounting principles. Also, in our

tatement schedules. when considered in relation to the basic consolidated financial
present fairly. in all matenal respects. the information set forth therein

DELOITTE & TOUCHE LLP

McLean, Virginia
Murch 20, 1997, except for Note 13, as t¢

which the date 1s March 27, 1997




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIE

CONSOLIDATED BALANCE SHEETS
As of December 3
(dollars in ¢

Current assets
Cash and cash cquivalents
Marketable securities
Accounts and notes receivable, net
Radios and accessories
Other

Total current assets 504.661

Property, plant and equipment, net 1.192.204
Intangible assets, net 354962
Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities

Accounts payable
Accrued expenses and other
Current portion of long-term debt
Total current habilities
Deferred income taxes
Long-term debt
Total liabiliues

Commitments and contingencies (Notes 6. 9 and 12)

Stockholders' equity
Pr

ferred stock. Class A convertible redeemable. §,163.265 shares issued and
outstanding 300,000

ferred stock. Class B convertible, 82 shares issued and outstanding -
n stock. Class A, 175,749,359 and 211,374,665 shares issued 176

n stock. Class B, non-voting conventible. 17,830,000 shares issued

18
3.197.528
(579.231)
24.860 and 1.621.568 shares (768)
alized gain on investments 32084
Notes receivable from stockholders (1.018)
Deferred compensation. net __(3.618)
Total stockholders” equity 945,141

$5.547.256

The accompanying notes are an integral part of these consolidated financial statements.

F-3

139.681
5.012
90,392
45.168
28.844
309.097

1.803.739

300.000

21

18
3.672.908
(1,135.251)
(31.400)
14.993

(1.100)




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
For the Nine Mouths Ended December 31, 1994, and the
Years Ended December 31, 1995 and 19%
(dollars in thousands, except per share amounts)

Revenues
Radio service revenue
Analog equipmeat sales and maintenance 2 s 35.426

Operating expenses
Cost of radio ervice revenue
Cost of analog equipment sales and maintenance
Selling. general and admunistrative
Expenses related to corporate reorganization
Depreciation and amortization

Operating loss ss (426.886)

Other income (expense)
Interest expense (69.491) (115,034)

28,037 21015

A3y (183 (10566 )

AL421) _ (104881) _ (217.346)

Loss before income tax benefit (863.212)

Income tax benefit i 307192

Net loss (536.020)
Net loss per common share

Weighted average number of common shares outstanding

The accompanying notes are an integral pant of these consolidated financial statements
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NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Eaded December 31, 1994 and the
Years Ended December 31, 1995 and 1996
(dollars in thousands)

SN e
Cash flows from operating activities:
Net loss $(125.849) $(331.165) $(556.020)
Adjustments 1o reconcile net loss to net cash used in operating
activities—
Amortization of debt issuance costs 2.49% 3,739
Depreciation ang amortization 94,147 236,178
Deferred income taxes (71.730)  (201.427)
Accretion of senior redeemable notes, net of capitalization 60,175 90.691
Other (407) 18,339
Change in current assets and liabilities, net of effects from
acquisitions
(2971)  (20.484)
(1.179) (19.939)
(18.936) 4535
nts payable, sccrued expenses and other 29 86483
Net cash used in operating activities i
Cash flows from investing activities.
acquisitions, net of cash acquired (75.917)
ents and advances to affiliates (63.576)  (51.605)
(1.780) (10,000)
expenditures (Note 1) (340.715)  (270.943)
Matuntics of marketable securities 252,586 112,095
Other _(10883) _ 9.162
Net cash used in investing activities

Cash flows from financing activities:
Horrowings under credit agreements
Borrowings (repayments) on revolving line of credit. net
repayments) borrowings. net 3 (6,357)

1ssuance costs -

mon stock issued b8 16,112
Preferred stock issued 300,000
Treasuny stock issued
Notes receivable from stockholders

Net cash provided by financing activitics 2 464116 6
Net (decrease) increase in cash and cash equivalents (181.504) 39,147 (201.145)
Cash and cash equivalents, beginning of period 101,679 130826

Cash and cash equivalents, end of period 9§ 340826 § 139681

The accompanying notes are an integral pan of these consolidated financial statements
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NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of Operations and Significant Accounting Policies

and its subsidiaries (“Nextel” or the “Company” ) provide

Operations — Nextel Communications, Inc
) frequencie

munications services 1o their customers utilizing specialized mobile radio ("SMR
them by the Federal Communications Commission (“FCC™) The Company is pnncipalls
1on and operation of SMR communications systems in the United States and the sale
equipment Through its subsidianes McCaw International. Ltd. (“MIL") and Ne
NIC”). and other subsidianes that are involved in the international w
activities managed and/or coordinated through MIL. Nextel has inirests in wircle
anada. Mexico. Brazil, Argentina. the Philippines. and Shanghai. China. The Company's ini
consolidate the fragmented SMR industry in the largest markets in the Umited St
{ SMR systems that had achieved minimum FCC loading requirements 50 s 10 permit
frequencies in a single market, Subsequently, the Company's business plan has been focused on
=nt and deplovment of Digital Mobile networks to replace its traditional analog SMR networ

incipal business objective is 1o become 4 leading provider of wireless telecommunica-

narkets throughout the United States. The Company’s efforts to accomplish its

consisted largely of acquiring spectrum and implementing wireless communications

s markets by constructing and operating advanced mobile communications systems emploving
wology with & multi-site configuration permitting frequency reuse (“Digital Mobile networks
pany has acquired spectrum domestically and internationally through mergers and acquisitions

oncentrations of Risk — The Company believes thai the geographic and industry diversity of its
cr base mimimizes the risk of incurning material losses due to concentrations of credit risk

YMPANY IS PArty 10 certuin equipment purchase agreements with Motorola (see Notes 6 and 12)
ture the Company expects that it will need to rely on Motorola for t cture of a

Al portion pment necessary to construct its Digital Mobile networks
of Estimates — The preparation of financia! statements in conformity with generally accepted
¢ principles requires management to make estimates and assumptio at affect the reported
ets and habili and disclosure of contingent assets and lisbilities at the date of the financial
4 the reported amounts of revenues and expenses during the reporting period. Actual results

those estimat

Principles of Consolidation and Change in Fiscal Year — The consolidated financial statements include
! the Company and its majonty-owned subsidianes. Invesiments in companies in which

ange from twenty v percent and in which the Company evercises significant

operating and financial policies are accounted for using the equity method. Other investments

1 st method All significant intercompany transactions and balances have been

1993, the Company change al year end from March 3

Cask and Cash Equivalents — Cish cquiva ¢ deposits and
h onginal matunties of three months or less




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL TATEMENTS — (Continued)

Supplemental disclosures of cash flow information and non-cash investing and ANANCINg activitics are as

follows:

Cash pait
Intercst paid

Income taxes pard

Under its previous vendor financing agreements (sec Note 6). the Company directly financed certain of
its equipment purchases. During the nine months ended December 31. 1994 and the vears ended Decem-
ber 31, 1995 and 1996 the total equipment acquired under these vendor financing agreements was
$104.6 million, $117.8 million and $102.5 million, respectively. resulting in total cash and non-cash capital
expenditures of $366.6 million. $419.7 million and $570.0 million. respectively. Total capital expenditures
include interest capitalized in connection with the construction and development of the Digital Mobile
networks of approuimately. $21.3 million. $31.0 million and $32.9 million duning the nine months ended
December 31, 1994 and the vears ended December 31, 1995 and 1996, respectively

Investments — Marketable debt securities and certificates of deposits with matunitics greater than three
months are classified as marketable secuntics. Marketable equity sccuritics intended to be held more than one
vear are classified as other long-term assets.

The Company accounts for investments in accordance with Statement of Financial Accounting Standards
No 115, “Accounting for Certain ‘Investments in Debt and Equity Securities™ All of the Company's
marketable investment: are classified as available-for-sale as of the balance sheet date and are reported at fair
value. with unrealized gains and losses, net of tax, recorded as a component of stockholders’ equity. Realized
gains or losses and declines in value. if any, judged 10 be other than temporary on available-for-sale sccuritics
are reported in other income o expense. Investments that are not considered marketable instruments are
rded at the lower of cost or market and included in other assets. Management of the Company believes its
stment policy limits exposure to concentrations of credit nisk

Radios and Accessories — Radios and accessones are valued at the lower of cost or market. Cost is
determincd by the first-in, first-out method

Property. Plant and Equipment — Propenty, plant and equipment, including improvements that extend
ives. are recorded at cost. while maintenance and repairs are charged 1o operations as incurred
epreciation and amortization are computed using the straight-line method based ¢ stimated useful lives of
vears for buildings. 3 1o 10 years for equipment. and 3 years for furniture and fixtures Leaschold
rovements are amortized over the shorter of the respective lives of the leases or the useful lives of the

uction in Progress includes labor. matenal, tr and related 5
development. interest and other costs relating 1o the construction and development of the Digital Mobile
networks
Intangible Assets — Intangible asscts are recorded at cost and arc amortized using the siraight-line
method based on estimated useful lives of 20 vears for FCC licenses and the excess of purchase price over fau
value of net assets acquired, |0 years for customer lists, and up to 20 years for other intangibles
Noncompelition covenants are amortized over the lives of the covenants

F-§




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL ATEMENTS — (Continued)

Long-Lived Assets — Effcctive January 1. 1996, the Company adopted Statement of Financial Account-
ing Standards No. 121. “Accounting for the Impairment of Long-lived Assets and for Long-lived Assets to Be
Disposed of * (“SFAS 1217). Long-lived assets and identifiable intangibles 1o be held and used are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. Impairment is measured by comparing the carrying value of the long-lived asset to the estimated
undiscounted future cash flows expected to result from use of the assets and their eventual disposition. The
Company determined that as of December 31. 1996, there had been no impairment in the carrving value of
long-lived assets

Interest Rate Swap Agreements — The Company entered into interest rate swap agreements as a means

ing is interest rate exposure. These agreements have the effect of converting certain of the

any’s variable rate oblizations to fixed rate obligations. Net amounts paid or received are reflected as
adjustments 1o interest experse

Revenue Recognition — Revenue is recognized for air-time and other services over the period eamed and
for sales of equipment when delivered

Digital Mobile Network Equipment Sales and Related Costs — Effective January 1. 1996, the Company
classified equipment sales revenue and related costs of its Digital Mobile network operations within selling.
and administrative expenses. The loss on the sale of subscriber units used in the Digital Mobile
ks results from the Company’s subsidy of Digital Mobile unit sales and represents marketing costs for
Mobile networks The statements of operations for the nine months ended December 31. 1994 and
ended December 31, 1995 have been reclassified to conform with this presentation. Equipment sales
he Company’s Digital Mobile network operations are as follows

the yeu
and related costs ¢

Nine

Voaths Ended Year Ended

December 31
ro i

(in thousands)

Sales $ 8820

14,852

Equi
Cost of Equipment Sales

$16.012

Income Taxes — Deferred tax assets and liabilities are determined based on the temporary difference

the tinancial reporting und tax bases of assets and liabilities applving enacted statutors tax rates in
in which the differences are expected to reverse. Future tax benefits, such as net operating

ss car E gnized to the extent that realization of such benefits is considered to be more likely

effect

than not

ns for foreign investments are translated using

Foreign Currency Translation — Results of operati
g rates during the period. while assets and liabilities are transiated at the exchange rate in

ing cate. Gains or losses from translating forcign currency financial statements are
equity. There were no material foreign currency

s separate component of stockholder
translation gains or losses for the penods presented
ot Loss Per Share — Net loss per share is based on the weighted average number of common shares
utstanding during the period and does not include common equivalent shares since their effect would be anti-
dilutive
Reclassifications — Cenain prior year amounts have been reclassified to conform to the current year

presentation

F-9




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

nting I‘n-rumrmrnn— March 1997, the Financial Accounting Standards Board
Standards No. 128, “Earmings per share

sles Board Opinion No. 15 SFAS 128 1s eflective for

share by replacing the presentation of pnmary eamnings

shaic. The Statement requires dual presentation of basic

plex capital structures. Basic camnings per share includes ne

mon stockholders by the weighted-average

d earnings per share reflects the potential dilution

ity, similar to fully diluted camnings per share

ere will be any material effect from adopting SFAS 128

2. Business Combinations and Other Transactions

Business Combinations

Nime Months IHJ-J December 31, 1994 — Dunng the nine o hs ended De t 1994, the
mpn us acquisitions of SMR operations in Flonda with an aggregate purchase price

cquit e (“PowerFone™)
anati. In dum'\. s, S Pittsburgh and upstate New York, f
A Common Stock. having an aggregate market value

Telecon
anes of Advanced Mobilc
in the Western regions of the Un

SMR sy \lztama. Louisiana and Missis

Vear Ended December 31, 1995 — On \ i
Mutor 2 d or ged RO MHz SMR licenses 2
« SMR Business”) in exch or approximately
f Class B Non ¢ Common Stock
rovmately $1.160.0 mil at closing

(the
jon share
approxima
s 7 an. Pacitic
Ohio Valley areas

wan Mobile Systems £ ). an operal
d (th AMS Transaction™), whereby the stockholders of AMS
s of Class A Common Stock (or rights 1o receive such stock ). having




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — ( Continued)

In October 1995, the Company acquired certain SMR Properties from Comcast Corporation (see
Note 10) in exchange for approximately 463.000 shares of Class A Common Stock. having an aggregate

market value of approximately $7.2 million at closing
As a result of the business combinations consummated in 1995, the Company began to implement a plan
to consolidate, resize and relocate the corporate headquarters and certain other functions of the vanous
combining entities (th - “Corporate Reorganization”). Accordingly, the Company accrued certain estimated
expenses directly related to such Corporate Reorganization activities, including employee severance and
sure of duplicate facilities. The charge to operations relating to the Corporate Reorganization ($17.4 mil-
lion) represents costs with respect to employees, facilities and related items of the Company prior to the
consummation of such business combinations. Corporate Reorganization costs related 1o the acquired entities
($9.9 million) have been included in the cost of the respective business combinations. As of December 31,
1995 and 1996. approximately $361,000 and $13.9 million, 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 December 31, 1996 — On January 30, 1996, the merger with Dial Page. Inc. (“Dial Page™).
was consummated (the “Dial Page Merger™), whereby the stockholders of Dial Page received approximately
268 million shares of Class A Common Stock (or rights o receive such stock), having an aggregate value of

$277.9 million on the contract date. Dial Page is an operator of analog SMR systems in the
d States.

The following presents the unaudited pro forma consolidated results of operations for the nine months
ended December 31, 1994 and the year ended December 31, 1995, as if the acquisitions described above. had
nning of cach period presented. The 1995 pro forma results include acquisitions

unng the vears ended December 31, 1998 and 1996 and the 1994 pro forma results include

tions consummated during the nine months ended December 31, 1994 and the year ended Decem-

1995 The pro forma effects of acquisitions consummated in 1996 were not material. The pro forma

alts are not necessanly indicative of the actual results of operations that would have occurred had the
tions been consummated as indicated nor are they intended to indicate results that may oceur in the

Nine Months

Year Ended

December 31, December 31,
199 1998

thousands)

of $20.0 million. The results of
< busincsses were not matenal in relation to the Company's consolidated results of

All of quisitions described above were accounted for by the purchase method. Accordingly, assets
4 luabilitics have been reflected at fair value at the date of acquisition. The operating results of the acquired
mpanics are included in the consolidated statements of operations from their respective acquisition dates




NEXTEL COMMUNICATIONS. INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
The total purchase pnce and net assets 2cquired for acquisitions completed are as follows:

Nise Months
Ended

Year Ended
December 31

o<
housands)
Direct cost of acquisitions
Cash and accrued transaction costs 5 89626 § 30487
Note pavable - =
Common stock. warrants and options 418,195 1,654,525 296,881
Expenses related to corporate reorganization

Net assets acquired
Working capital — net (43992) § S
Propenty, plant and equipment 26,948 207070 20242
Intangible assets 629.024 2278310 556,250
Other assets 14,020 37,79 429
Long-term debt (837)  (215835) (3719,017)
Deferred income taxes _(160.971) _(508.277)

0.107 §

Other Transections

1994, the Company invested an aggregate of approximately $18.1 million in cash and exchanged

shares of Class A Common Stock for an equity interest in Clearnet Communications Inc

(“Clearnet”) that as of December 31, 1996 represented an approximately 19.5% equity interest (representing

7% of voting interest) in Clearnet. Such equity interest in Clearnct had an aggregate market

orvimately $69.0 million at closing. The Company’s investment in Clearnet (classified as other
sssets in the accompanying consolidated balance sheets) is accounted for at fair market value

2 1995, the Company. through MIL. invested approximately $10.0 million for an approximate equity-
2% and commitied an additional $11.2 million in loan funding in the initial phase of 4

p Special Mobile (“GSM™) digital cellular telephone system operating in Shanghai.

£ 1996, MIL advanced a total of $10.4 million of such loan funding 10 the Shanghai operations

On March 2. 1995, the Company. through NIC. acquired approximately a 16.5% interest in Corporacién
Mobilcom S A de C V. (“Mobilcom™), 3 Mexican SMR operator, for $10.0 million and the conversion of
$42 § million in pnncipal amount of notes, representing funds advanced to Mobilcom in 1994. In August 1995,
the Company acquired an additional 1.5% equity interest in Mobilcom for approximately $4.7 million. During
the vear ended December 31. 1995, the Company recorded a $15.0 million charge 10 operations representing
an other than temporary decline in this investment as a result of the decline in the Mexican peso during 1995
The investment was accounted for using the cost method as of December 31, 1995

On August 1996, the Company. through NIC, entered into certain agreements to purchase up to
19.8% of additional equity interest in Mobilcom from the selling stockholders and Grupo Comunicaciones San
Luis. SA De C.V. ("Grupa™). the associated company of Mobilcom, in two tranches. An additional 11.6%
equity interest 1n Mobilcom was acquired on October 24, 1996 in exchange for 1.3 million shares of Class A
Common Stock valued at $23.1 million. On January 24, 1997, the Company acquired an additional 8.2%
equity interest in Mobilcom from the selling stockholders in exchange for 1.3 million shares of Class A
Common Stock valued at $16.5 million bringing the Company’s aggregate interest in Mobilcom to
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TEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
W 38%. Upon the closing of the first tranche, the ownership interest increased fr 18.§
% requinng a change in the accounting method used to account for the investment from the cost method
to the equity method. resulting 1n a $10.8 million charge to other expenses.

The Company. through NIC. has the night to appoint a majority of Mobilcom board members. In order

n the contractua! nght to designate a majority of the board of directors of Mobilcom. the Company

ust invest approximately $76.8 million in Mobilcom through certain qualified capital transactions by

March 1998 As of January 31. 1997, the Company had invested $43.6 million in such qualified capital

transactions. The Company has the option to purchase before March 1998, up to an udditional 29.5% of

Mobilcom’s common stock. Cenain shareholders of Mobilcom retain the right to approve certain significant

transactions such as acquisitions and dispositions. and the approval of business plans of Mobilcom. In addition,
beginning on October 24, 1997, holders of approximately 33% of the capital stock of Mobilc

ht for two vears to put (the *Mobilcom Put”) the entire amount of their holdings to the company

1s appraised fair market value of cash upon occurrence of cenain events. The Mobilcom Put is

matically exercisable on October 24. 1999

NIC has agreed under certain circumstances to atiempt to provide Grupo with liquidity with respect to its
st in Mobilcom. At any time after January 1. 1999, NIC. if requested by Grupo, will cause
to undertake a U.S. registered public offering o sale for cash 1o a third party of Grupo's shares at
ket value within one vear of such request. If Mobilcom fails to provide Grupo with
! these methods, Grupo has the nght to cause Mobilcom to file a registration
s covening Grupo's Mobilcom shares
1996, the Company. through MIL, invested $16.0 million in cash to obtain a 30% interest in
cations Network, Inc (“Infocom”). a wireless communications company located in the
nvestment is accounted for by the equity method
796, the Company. through MIL. acquired all of the outstanding shares of Com Control
SA- (renamed McCaw Argentina S.A), an Argentine company with %00 MH
illion in the form of cash and equipment

Subsequent Tramsactions — On Junuary 30, 1997, Nextel acquired 81% of the outstanding shares of
\C Brazil. Inc.. an operator of SMR systems in Brazil (“WVB™). for 4 purchase price of
was paid with Class A Common Stock. throu erger of WVB with a wholly-owned
Next <tancously contributed its interest in WVB. which was renamed McCaw

Lid. to MIL

Pending Transactions — In October 1996, the Company entered 1nto a definitive agreement with
T n tencnef™ ), an SMR operator with licenses in Texas. Oklahoma. New
a he merger of Pittencniefl with a wholly-owned indirect subsidiary of the

criell Trinsaction™). Pusscant 1 ibe Pittencrieff Transaction. the Company will iss
of Class A Common Stock. subject to certain adjustments. in exchange for all

( acquire shares) of Pittencnefl common stock. The imum doll
f Class A C v Stock 1o be issued to the Pittencneff stockholders is set at
t 10 certain adjustments). Accordingly. if the pnce of the Class A Common Stock
closing of the Py . on. the number of shares to be issued 1o the
fers would be decreased so that thy naximum dollar value threshold would not be
e Pittencnefl Transaction, which is subject 10 certain conditions. including
approval of the Pittencneff stockholders, is expected to occur in 1997




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued )

Accounts and Notes Receivable

December 31
1998 19%
T i thousands)
Trade
Billza
Unbilied
Reserve for doubtful accounts

$34,855 S 68.166
12478

Notes receivadle
Other

Notes receivable. all due within one year, primanly consist of advances to foreign investces beaning
interest at rates from 6% - 14.5%

4. Property, Plant and Equipment

December 31.

)

(in thousands)
980 S 1948
15.267 78.036
972.063 287.489
71,603 98.555

.nd improvements
Equipment
Fumiture anc fixtures
Construction in progress

314.808
$1.803.739

Less sccumulated depreciation and amortizaticn

5. Intangible Assets

1995

(i llﬂl‘;“\i-
FCC licenses $2.762,502  $3.300.176
Excess of purchase price over fair value of net assets

acquired

Customer lists
Noncompetition covenants
Other

$67.639 1081963
134,320
85,385

Less accumulated amortization




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
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6. Long-Term Debt

11.5% Senior redeemable discount notes due 2003, interest
pavable semi-annually beginning March 1, 1999, net of

unamorti *d discount of $143.535 and $89.024

9.75% Semor redeemable discount notes due 2004, interest
pavable semi-annually beginning August 15, 1999, net of
unamortized discount of $307.329 and $205.773

10.125% Senior redeemable OneComm discount notes due
2004, interest payable semi-annually beginning July 15

1999, net of unamortized discount of $193,638 and

181G

190569 § 436831

837.102 920,662

258.066
Senior redeemable Dial Page discount notes due

interest payable semi-annually beginning October 15
net of unamortized discount of $186,584

Senior redeemable Dial Page discount notes due
interest payable semi-annually beginning June 15
net of unamontized discount of $45,192

credit facility, interest payable quanterly at an adjusted
calculated cither on the pnme rate or LIBOR (8% 10

8246

1999,

$90.000

Vendor credit facility, inte

test payable quarterly at 2% over
the pame rate (10.25%) 150,000
Equipment notes payable, interest at 2% over corporate hase

rate as defined /10.5% )
Other

Less current pe

Semior Redeemable Discount Notes — In August 1991 the Company completed the issuance of
pancipal r redeemable disc 2003 (the 2003 Notes™). The 2003

unt notes due 2
llable until September 1. 1995, generated $300.0 mullion of

¢ unsecured

cted the issuance of $1.126 4 million principal amount of senior
2004 Notes™) The 2004 Notes. which are unsecured obl
199, generated $700.0 million of gross proceeds

amount of OneComm's senior redeemable discount notes due 2004 (the

| are unsecured obligations and noncallable until January 15, 1999, The OneComm

s were assumed in connection with the OneComm Merger and were adjusted to fair value at the
nnual vield to stated matunty of approximately 14.2%

2004 Notes

million principal amount of Dial

s senior redeemable discount notes due 2004 (the
) are unsecured obligations and noncallable unul Apnl 15,1999 The Dial Page 2004
connection with the Dial Page Merger and were adjusted to fair value at the date of

ual vield 1o stated matunity of approximately 14.3
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The $115.2 million principal amount of Dial Page’s senior redecmable discount notes due 2005 (the

Dial Page 2005 Notes™) are unsecured obligations and noncallable until December 15, 1998. The Dial

Page 2003 Notes were assumed in connection with the Dial Page Merger and were adjusted to fair value at the
quisition at the annual vield to stated matunty of approximately 14.3%

The indentures governing the 2003 Notes, 2004 Notes, OneComm 2004 Notes. Dial Page 2004 Notes,
and Dial Page 2005 Notes (collectively Notes™) contain substantially similar covenants which. among
other things. re nct the ability of the Company and centain of its subsidianies to: incur additional
indebtedness. pay dividends or make distributions in respect of its capital stock or make certain other
restncted pavments. create liens. enter into transactions with affiliates or related persons; sell certain assets:
engage in any business other than the telecommunications business; or consolidate. merge or sell all or
substantially all of 1ts assets. Additionally, the indentures governing the 2003 Notes restnict the Company from
encumbenng the ability of certain of its restncted subsidianes, as defined in the Notes, to pay dividends or
make certain payments to the Company. Assets of the restricted subsidianes may not be transferred to Nextel
except for pavments of overhead services, taxes or principal and interest on Notes. Also under these
indentures, the Company and its restricted subsidianies may only incur debt other than centain categones of
permitted debt (as defined in the indentures). if the aggregate amount of its debt does not exceed 30% of its
total market capitalization or if its ratio of consolidated debt to annualized operating cash flow does not exceed

in levels

Prior to the consummation of the Motorola Transaction and the OneComm and Dial Page Mergers, the
Company received consents of holders of the 2003 Notes, 2004 Notes. the OneComm 2004 Notes and the

Dial Page 2004 and 2005 Notes that were required under terms of the respective indentures. In exchange for
the consents, the Company agreed to pay cach consenting holder of the respective notes an amount equal to
$10.00 per $1.000 of paincipal amount at matunty of the respective notes. The Company, OneComm and Dial
Page paid approximately $26.9 million for these consents. which is inciuded in transaction costs related 10 the
Motorola Transaction and the OneComm and Dial Page Mergers, as appropnate (see Note 2)

Bank and Vendor Credit Facilities — On September 30, 1996, Nextel. Neviel Finance Company
NE( wholly-owned subsidiany of Nextel, and certain other subsidiar of Nextel entered into
tive agreements with respect 10 a secured credit facility arranged by  group of banks (the “Bank Credit
The Bank Credit Facility provides for up to $1.635.0 milhon of secured financing. consisting of
0 million in revolving loans and $570.0 million in term loans The commitments to make revolving
¢ reduced beginning March 31. 2001 with final maturities of the revolving loans occurring on
2003. Quarterly pnincipal payments on the term loans commence March 31, 2001 with final
1es on June 30. 2003. Concurrently therewith. Nextel. NFC and certain other subsidiaries of Nextel
entered into defi greements, which also became effective on September 30. 1996, with respect to the
smendment, resta t and consolidation of the previously existing financing arrangements with Motorola
NTFC Cu tion (“NTFC”) (the “Vendor Credit Facility™). The Vendor Credit Facility
as financing agreements and provides for up to $325.0 million of secured financing.
of a $1950 million revolving loan and S150.0 million in term loans, with revolving credit

1 reductions and term loan pavments paraliel to those of the Bank Credit Facility
Borrowings under the Bank Credit Facility and the Vendor Credit Facility (collectively. the “Facilities™)
are ratably secured by liens on assets of Nextel's subsidianies that are “restnicted” subsidiaries under the terms
of Nextel's public indentures. As of December 31. 1996, Nextel had drawn $590.0 million of its available
financing under the Bank Credit Facility, leaving an aggregate of $1,065.0 million available for borrowing
under such facility. Additionally. Nextel had drawn $150.0 million of its available financing under the Vendor
Credit Facility. leaving an aggregate of $195.0 million available for borrowing under such facility. The
proceeds from these borrowings were used pnmanly to repay the outstanding principal and accrued interest
under the previous financing agreements with Motorola and NTFC and 1o fund operations. Commitment fees
of 0.5% are payable quarterly based on the average unused balance of the Bank Credit Facility. However, the
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maumum permitted indebtedness (excluding indebtedness represented by the Notes) pursuant 1o the
indentures relaung 1o the Notes 15 limited to $1.560.0 million as of December 31, 1996

The Facilitics agreements contain similar covenants which limit the ability of the Company and certain of
1ts subsiduanes 1o incur additional indebtedness: create liens; pay dividends or make distributions in respect of
1S capital stock or make certain other restncted payments: consolidate, merge or sell all or substanually all of
1S assels or cngage i cettan acquisitions, guarantee obligations of other entitics, enter into hedging
IgrEEMEnts, enter 1 1t transactions with affiliates or related persous; or engage in any business other than the
telecommun s bustness. Addit lly, the require with various financial ratios

and the attainment of certain operating results dunng the terms of the credit facilities. The Facilities are
secured by certain assets and capital stock of Nextel's restricted subsidiaries. At December 31, 1996,
substantially all of the Company’s assets were pledged in connection with these facilities

Previous Vendor Fimancing — In 1991, the Company cntered into agreements, as amended, with
Motorols for the purchasc. installation and maintenance of the Company’s Digital Mobile networks
infrastructure and related subscriber equipment In addition. the Company and certain of its subsidiaries
entered mto financing and secunty agreements with Motorola which provided and secured equipment
financing totaling $685.0 million (the “Motorola Financing"). Borrowings under these facilities were limited

cost of equipment and services provided by Motorola (excluding subscriber equipment) and evidenced
individual promissory notes. At December 31, 1995, approximately $225.1 million was outstanding under
these facilities. On September 30, 1996, the agreements relating to this facility were amended and restated to
become the Vendor Credit Facility and the balances outstanding under the Motorola Financing were
ctinanced withs the Vendor Credit Facility discussed above.

The Company entered into a warrant agreement with Motorola providing for the issuance of warrants for
the purchase of 3.0 million shares of Class A Common Stock as an inducement to enter into certain of the
storementioned agreements. The exercise price of the warrants is $15.00 per share, the market value of the

the du of grant. The warrants are issuable in varying instaliments corresponding with the

ommercial service of Digital Mobile networks in certain regional market areas. At

1995 and 1996, warranis for approximately 2.1 million shares and 2.7 million shares

nvely were issued and exercisable, and such warrants expire at various dates ranging from October 1999
3000

%91 the Company entered into a financing agreement, as amended, with the NTFC providing for a
credit for the purchase of six Northern Telecom Corporation switching systems and
The terms and conditions of the agreement were substantially identical to the Motorola
ents At December 31, 1995, $10.0 milion was outstanding under this facility. On
996, the agreements relating to this facility were amended and restated to become the Vendor
and the balances outstanding under the NTFC financing were refinanced with the Vendor
v discussed above

the vears subsequent to December 31, 1996, annual matunities of long-term debt are as follows (in

1,524

1109

53852

98.960

07.193

3100310

3462948

imortized discou _ 678381

$2.784.565
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Interest Rate Swaps — In October 1996, NFC entered into an interest rate swap agreement with a

tional amount of $320.0 million which will convert floating rate debt into fived rate obligations with an

1ive interest rate of $.9%. This swap commenced on October 2, 1996 for a one-vear period expinng on

ber 2. 1997, As of December 31, 1996 hased on estimates obtained from dealers, the Comp. would be
obligated 10 pay $872.000 1o settie this contract

Deceraner 1996. NFC entered into an interest rate swap agreement witn a notional amount of
which will convert floating rate debt into fixed rate obligations w Tective interest rate of
enced on December 13, 1996 and will terminate either on December 13. 1999 or on
f the guarterly interest payment period when the floating rate is equal to or exceeds 6.25%
mes first. As of December 31, 1996 based on estimates obtained from dealers, the Company
ve $142.000 to settle this contract

Subsequent Transaction — On March 3, 1997, MIL completed a private placement of 951,463 units
vielding $5000 million of gross proceeds. Each unit 1s compnised of a 10-year senior discount note and a
warrant to purchase 0.10616 shares of MIL common stock. The notes have a 13% yield to matunty, are
noncallable for ive vears. and require no coupon payments for the first five years. The warrants are exercisable

nice of $36.45 2nd entitle the holders 10 purchase in the aggregate 1%. on a fully diluted basis, of the

ek of MIL

Fair Value of Financial Instruments

The following disclosure of the estimated fair value of financial instruments is made in accordance with
ents of Statement of Financial Accounting Standards No. 107, “Disclosures About Fair Value of
Instruments " The estimated fair value amounts have been determined by the Company. using
rmation and appropnate valuation methodologies. However, considerable judgment is
ung market data to develop the estimates of fair value. Acc the estimaics
heren are not necessanly indicative of the amounts that the Compan uld realize A current

The use of different market assumptions and/or

mated fair value amounts

T Estimated
Fair Value
cluding equity secunties
wher long-term assets)
10082 § 10,082

debt 2783041 $2.354.400

Cash and Cash Equivalents, Accounts and Notes Receivable, Accounts Payable and Accrued Expenses —
he carrving amounts of these items are 4 reasonable cs air value

Marketable Securities — Thy it value of these secunties are estimated based on quoted market prices
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At December 31, 1995 and 1996, marketable securities {including equity securities classified within ot
long-term assets) consist of the following

Unrealized
Cost _ Fair Valse  (Lows) Gain
1995
Available ‘or sale
Debt securities $69.679 S 68443
Equity secunties $39.618 S115.101
1996
Available for sale
Debt securities $4991 § 5000
Equity secunties $69.159 S 92344 23,188

At December 31. 1996, the net unrealized gain on investments of approximately $15.0 million included in
stockholders equity is net of 4 related deferred income tax liability of approximately $8.2 million
Other Assets — The fair value of other assets, consisting primarily of investments in promissory notes and
escrow denosits. are estimated by discounting future cash flows using current rates a1 which similar notes
would be issued to similar borrowers and quoted market prices, as applicable. At December 31, 1995 and
1996, it was not practicable to value investments in nonmarketable equity secunities of foreign entities with a
rrying value of approximately $55.5 million and $19.7 million, Iy these
excluded from the above table

Long-Term Debt — The fair value of these securities are estimated based on quoted market prices of the
2003 Notes. 2004 Note: OneComm 2004 Notes, Dial Page 2004 Notes. and Dial Page 2005 Notes. Interes
rates that are currently available to the Company for issuance of debt with similar terms and remaining

s are used 1o estimate fair value for debt issues for which no market quotes are available.
& Income Taxes
The components of ¢

¢ income tax (benefit) provision were as follows:

Nine Moaths

December 31,
1%

(in thousands)

Deierred

Federal (59.612)  (161.700)

State a2118)
_(201.427)

Income tax benefit S 5)  $(200.602)
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reconciliation of taxes computed at the statutory rate 1o the income tax benefit is as follows:

Nise Moaths

Year Ended
Ended

December 31, December 3. ___
1% )

Income tax benefit at statutory rate $(69.018) S(186,118) $(302.124)
State tax benefit — net (7.626) (22.701)
Amortization of goodwill 4766 14,104
Other 533 2. 3.529
$(71.345) . $(307.192)
) == ==

Deferred tax assets and habilities consist of the following:

Deferred tax assets
Operating loss carryforwards
Deferred interest
Other

Valuation allowance — net operating losses
450078
Deferred tax liabilities
Property. plant and equipment 66,348
Inzangibles 910814 1,103,047
Unrealized gain 22,193 22724
Other

Net deferred tax hability

At Deceryber 31, 1996, the Company had approuimately $1.511.0 million of consolidated net operating
ot Federal income tax purposes which expire through 201 1. and approximately $326.0 mil-
perating loss carryforwards which expire through 2011. The utilization of tax net
operating losses may be subject to certain imitations.

Dunine the vears ended December 31, 1995 and 1996, tax benefits of approximately $1.1 million and

4 million. respectively, related 1o the exercise of employee stock options. were credited 10 stockholders’
equity

9. Commitments and Contingencies

Operating Lease Commitments — The Company leases vanous equipment and office facilities under
operating les<s. Leases for analog anienna sites are generally a one year term or month-to-month: digital
antenna sites are generally five year terms but are cancelable after a short notice period under certain
circumstances Future rental payments for such antenna site leases will approximate $30.5 million for the year
ending December 31 1997, including amounts due to Motorola of approximately $25.9 million (see Note 12)
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Office facilities and cquipment other than antenna sites arc leased under agreements with terms ranging
from 1 10 10 years. The leases normally provide for the payment of minimum annual rentals and certain leases
include provisions for renewal options of up 1o ten years

For years subsequent to December 31, 1996, future minimum payments for all lcase obligations that have
initial noncancellable icase terms exceeding one year are as follows (in thousands)

198 § 74957
1598 $5.826
1999 40.694
2000 26,849
2001 5,982
Thereafter 41.649

$263.

Total rental expense was approximately $37.0 million, $58.9 million and $84.5 million for the nine
months ended December 31, 1994, and the years ended December 31, 1995 and 1996, respectively

Legal Contingencies — On July 10, 1995, a lawsuit ttled /n Re Nexte! Communications Securities
Lingation was filed in the United States Distnict Court in the District of New Jersey. This litigation, which is
being pursued as a class action suit, amends and consolidates three previously filed class action complaints and

sceks damages allegedly incurred by certain stockholders and claimed 1o result from defendants’ alleged
violations of Section 10(b) of the Secunties Exchange Act of 1934 and Rule 10b-5 promulgated thereunder.
The litization alsc makes claims of fraud and deceit. Specifically, plaintiffs claim that such damages resulted
from defendants” certain alleged false and misicading statements regarding the digital communications
technology developed by Motorola and deployed by Nextel in its Digital Mobile networks. While Nextel

predict the outce me of this litigation, Nextel believes that the claims against it are without ment an
intends 1o vigorously defend against them

On September 19, 1994, a lawsuit titled Charles Dascal v. Morgan O Brien. Becker. Gurman. Lukas
Meiers. OBrien and McGowan, P.C and Nextel Communications, Inc., was filed in the Circuit Court of Dade
Flonda The lawsuit, which has been transferred to the United States District Court for the Southern

<t of Flonda. seeks ¢ nsatory damages, lost profits and special damages based on the defendants’
breach of fiduciary duty. misappropniation of trade secrets, negligent misrepresentation, fraud.

breach of good faith and fair dealing and unjust eanichment. The claims, which

concern alieged conduct by Nextel's current Vice-Chairman and former Chairman of the Board.

Morgan O'Bnen, in the 19705 and carly 1980s prior 1o the formation of Nextel. assert that business plans
allegedly formulated by the plainuff relating to the develop of a wireless system were
disclosed 10, and have been improperly used by, the defendants. While Nextel cannot predict the outcome of
this hugation, Nextel believes that the claims against it are without ment, and intends to vigorously defend
against them On September 13, 1994, the Board of Dircctors determined that Morgan O'Brien, in his
capacities as un officer, director and authonzed representative of Nextel, was entitled to indemnification in

respect of this matter

Unless otherwise indicated. the relevant plaintiffs have not specified amounts of damages being sought
Given the npans’s assessment of the claims asserted against it in cach such lawsuit, the Company does not
believe that such lawsuits, individually or in the aggregate, will have a material adverse effect on the
Company’s financial condition, results of operations or liquidity

The C v and its subsidiaries are involved in certain other administrative procecdings and matters
concerning legal 1ssues rising in the ordinary course of business. Management can not predict the final
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s, but belicves that adequate provision has been made for probable losses and that the
ecdings will not have a matenal adverse cffect on the accompanying financial

Regulatory Contingencies — On December 15, 1995, the FCC released new 800 MHz SMK licensing
1ended 10 provide for the auction of g aphic-arca based SMR licenses in the top 200 SMR channels
basis The 200 channels will be auctioned in blocks of 120 channels, 60
he FCC has announced will occur in 1997, Once an upper 200-
s \censee will have the authonity to comstruct, operate and modify its
\censed geopraphic area without first obtaining FCC approval To ensure proper
n. EA licensees will be required to provide services 10 one-third of the
thirds of the population within five years using more than S0% of the EA
build out requirements will result in loss of the EA license

< 800 MHz SMR service are licensed 1o existing SMR providers,
relocate incumbents within the EA to the lower 230 SMR channels.

v be subject 1o relocation in an EA for which it currently holds licenses but fails 10
raphic-area license. Any incumbent not relocated out of the EA licensed arca must be
v the EA licensee, and will be permitted to make only those system

ent interference contour. The incumbent licenses will also be

current site-by-site licenses o a single license encompassing their

sulgating new rules for the upper 200 800 MHz channels, the FCC proposed on
\cense the lower 230 SMR channels on an EA basis. The FCC has proposed 10 auction
eprencur block™ thus limiting auction participation 1o small businesses which

ility 10 bid on the lower channels. The FCC proposal would not permit

thorized shares 1o 6139 million of which $15.0 million shares
(par value $.001 per 15.0 million shares as Class B
¢ $.001 per share). and 639 million shares as Preferred Stock
nmon Stock is convertible on a one-to-one basis into Class A
1 subject 10 certain restnctions on the holder.

pany entered into 3 Stock Purchase Agreement (the “Comcast
Comeast Option™), as amended. with Comeast Corpora-

meast FCI, inc. (collectively, “Comcast™) whereby Comcast

f Class A Common Stock. The first $50.0 million was purchased for cash

nised of $35.0 million which was subject to a

1995 at 90% of the then prevailing market

reised) and $15.0 million which was deemed to be

v chase meast 5 located in Philadelphia (see Note 2)
Comeast Option. ( 20.0 million a five-year option 10 acquire an
1t an exercise price of $16.00 per share. The option

issory note which accrucd interest at $% per

of the Company and Comcast with respect to the

n July 18, 1995, Comcast repaid the $20.0 million

est On March 20 1997, Nextel entered into arrangements with Comcast that provided
Unrestricted Subsidian Funding Company, a wholly-owned subsidiary of Nextel

On )
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(“USFC"). of the Comcast rights pursuant to the options described above for a purchase pnce of
$25.0 million (the “Comcast Repurchase Option”). The terms of the agreement relating to such option
purchases provided fo: the termination of a number of previously existing relationships between Nextel and
Comcast including the Comcast Agreement and related documents

Pursuant 10 the Comeast Agreement. Comeast was granted certain rights 1o purchase additional shares of
Class A Co Stock upon any public or private issuances of such shares by the Company as specified in
the Comcast Agreement (the “Comcast Purchase Right™). On May 1, 1995, Com exercised its nght o

urchase shares in connection with the Dial Page Merger (see Note 2). Under the terms of the Company's
agreement with Comcast, the rights with respect 10 the issuance of shares in the transactions with Motorola,
OneComm and Dy 1al Radio, L.L.C Digital Radio”) (as described below) lapsed or April 30, 1995. On
February 9. 1996, Comcast purchased approximately 8.2 million shares of Class A Common Stock for
approumately $99.9 mullion, pursuant to Comcast's exercise of its anti-dilutive nights with respect to the Dial
Page Merger. The Comcast Purchase Right was terminated in connection with the Comcast Option
Repurchase

On July 28, 1995, the Company consummated a securities purchase agreement with Digital Radio and
Craig O McCaw (“McCan™) (the “McCaw Securities Purchase Agreement” or the “McCaw Transaction™)
rsuant to which Digital Radio purchased for an aggregate price of $300.0 million, Nextel units (the
Units™) consisting of spproximately 8.2 million shares of a newly created Class A Convertible Redeemable
Preferred Stock and 82 shares of a newly created Class B Convertible Preferred Stock. The Units are
umately 24.5 million shares of the Class A Common Stock and are redeemable under

mstances solely at the Company’s option. The Preferred Stock only pays dividends under certain

mstances. In addition, pursuant to three separate option agreements, Digital Radio may purchase

4p 10 350 milion shares of Class A Common Stock at exercise prices ranging from $15.50 to

* share for periods of two to six years from July 28, 1995, On April &, 1995, Digital Radio purchased

1.2 million shares of Class A Common Stock for an aggregate purchase price of approximately

nillion net of applicable expenses attributable to both such initial investment and the

ats described above)

Pursuant to the Mt aw Securities Purchase Agreement, the McCaw Investor was gr anti-dilutive
§ With respect 1o certain Nextel share issuances, which nights and related terms are largely comparable t
Comeast Purchase Right (“McCaw Purchase Right"). In November 1996, upon the issuance of shares in
n th an acquisition, the McCaw Investor exercised its anti-dilutive nights, which resulted in the

sury shares of Nextel Class A Common Stock 1o the McCaw Investor for $6.5 million.

tion with the McCaw Transaction. the Company also entered into a management support

en' with Eagle River. Inc. (“Eagle River”). an affiliate of Digital Radio, to provide management and
sulting services from tme to time as requested. In consideration for these services, the Company entered
an incent tent granting Eagle River an option to purchase an aggregate of up to
million shares of Class A Common Stock at an exercise price of $12.25 per share, exercisable over two,
and six years. For the years ended December 31. 1995 and 1996 approximately $905,000 and $1.8 million
cnsdtion expense was charged to operations in connection with these agreements During the years

ended December 31. 1995 and 1996, the Company paid Eagle River approximately $247.000 and $348,000
of this agreement for reimbursement of expenses
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Warrant Isswances — The marv of issued and outstanding warrants for the purchase ¢
" ass A Com

the Company’s C

$0.001 - $16.00
7.64

April 1. 1994 and December 31, 1994

0001 -_200
200- 1763
214~ 4316

S 200-843.16

outstanding. Decembe! 1995

Acgquired
December 31, 1996

Issued and outstanding.

December 31, 1996

260 million shares, covered by warrants outstanding as of
Comeast Option Repurchase described above

option to acquire
ased pursuant to the

Stock and Emplovee Benefit Plans

— The Company’s Incentive Equity Plan (the “Plan”) provides for the
hon shares of Class A Common Stock 10 officers and key employees. Generally.

he Company’s stock option plan: (1) are granted at prices equal to or exceeding
sk on the grant date, (2) vest ratably over cither a four or five year service period:

s subsequent 1o award

Employee Stock Opticn Plans
fup 10240 m

tandin

n activity is as follows

Weighted

Option Average

54971717
248 600
15,026
L118,088)
(248.694)

31, 1994

9.216,323

5,332,995

2,198,192
(2.969.568)

$22873)

nding. Decembe
Granted

Acyuired

Exercised
December 31

December 3

Outstanding. 1996

Exercisahle. 1996

Price Range
$ 125
1350
1420

150
135

$40.78

Exercise
$16.65
19.12
14.20
3381
5.56
17.47
2192
1134
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Following is a summary of the status of stock options outstand ng at December 3i. 1996

Options Outstanding Options Exercisable
Weighted-Average Werghted-

Exercive Life e Number of

Price Range __Shans Remaining Shares

75 - $5.00 361,981

700-1028 ) 3 3 1.388.120

1308 - 15,38 2

1909 - 2563
429

1.562.91%
4‘ 060
7.459
4912538
The Plan also provides for the grant

deferred shares at
services performed. Generally,

o cust 10 the participants in consideration of
these deferred shares vest over a three-year period. An accelerated vesting
schedule m

» be triggered in the cvent of a change in control of the Company. During the nine months ended
December 31, 1994, and the years ended December 31, 1995 and 1996, the Company granted deferred shares
of 20.000. 77,000, and 1100000, respectively. Compensation expense of $160,000. $1.7 million and
2 million has been recognized in relation 1o the deferred share grants for the nine months ended
December 31, 1994 and the years ended December 31. 1995 and 1996, respectively

compensation

In connection with the nationwide construction of the Digital Mobile network, the Company entered into
tock performance

arrangement covering ceriain
78,500 shares of Class A Common
pletion of the buildo

cnior managers and granted options
venng tock with an exercise price of $16.125. Vesting is based upon
by certain dates; one-third of the options vest immediately upon completion, one-
ird vest 12 months completion, and the remuinder vest 24 months after completion
In October 1995, the Financial Accounting Siandards Board issued Statement of Financial Accounting
ards No. 123, “Accounting for Stock-Based Compensation™ (“SFAS 123"). This Statement encourages
panies 1o account for employee stock compensation awards base their estimated
late with the resulting cost charged to operations. The Compans has elected to cont:

stock-based compensation using the intrinsic value method prescribed in Accounting Principles
Board Opinion No. 25, “Accounting for Stock Issued 1o Employees,
Company had elected to recognize compensation expense based on t
1995 and 1996, consisten provisions of SFAS 123, th

» the pro forma amount

1 does not require ¢
tlue at the grant
account

and reluted Interpretations. If the
fair value of the awards granted in

Company’s net loss and net loss per common
s indicated below

share would have been increased 1

Year Ended
December 31,

T (im thousand
Net loss
As reported (. 165) $(556
Pro forma 3 $(570.467)
Loss per common share:
As reported
Pro na

Weighted average fair value of options g




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The effects of applying SFAS 123 in this pro forma disclosure are not necessarily indicative of the effect
on future amounts. SFAS 123 does not apply to awards granted prior 1o 1995

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option
pricing mode! wit lowing assumptions
1998 19%

Expected stock pnce volatility 55% 5%
Risk-free interes: rate $9%-79% S57%-7.1%
Expe ‘ted life of options § years 8 years
Expacted dividend yield 0.00% 0.00%

The Company’s stock options are not transferable, and the actual value of the stock options that an
employee may realize, if any, will depend on the excess of the market price on the date of exercise over the
exercise price. The Company has based its assumption for stock price volatility on the variance of weekly
closing pnices of the Company's stock from its initial offering date 1o the present. The nsk-free rate of return
used equals the yield on ten-vear zero-coupon U S. Treasury issues on the grant date. No discount was applied
10 the value of the grants for non-transferability or risk of forfeiture

Notes Receivable from Stockholders — As of December 31, 1995 and 1996, notes receivable from
stockholders of approximately $1.0 million and $1.1 million were outstanding. These notes, included in
stockholders’ equity, represeat advances to certain former officers for the exercise of options, are non-interest
beanng and are payable on the expiration dates of the option grants.

Stock Appreciation Rights — On November 1, 1996, MIL adopted a Stock Appreciation Rights Plan,
which was effective as of November 1. 1995, whereby selected employees and agents of MIL may be granted
rights to share in the future appreciation in the value of MIL. Such nghts do not represent an equity interest in
MIL, only a nght 1o compensation under the terms of the plan

MIL retroactively granted 1,160,000 rights unde: the plan, at an exercise pnce of $10.00 per right, on
dates ranging from C ctober 1, 1995 1o October 28, 1996, with vesting peniods of 4 years. Rights under the plan
may not be exercised until the employee has vested in S0% of the grants. As of December 31, 199¢ and 1996,
there were 755,000 and 1,240,000 nights outstanding. respectively. None of those nghts were exercisable under
the terms of the plan. MIL had no commitment to make payments under the plan at December 31, 1995 and
1996 and no compensation expense had been recognized because there had been no appreciation in the value
of the rights from the time of issuance to December 31, 1995 and 1996,

Employee Stock Purchase Plan — Under the 199 Employee Stock Purchase Plan (“ESPP”), eligible
employees may subscribe to purchase shares of the Company’s Class A Common Stock through payroll
deductions up to 10% of eligible compensation. The purchase pnice is the lower of §5% of market value at the
beginning or the end of each quarter. The aggregate number of shares purchased by an employee may not
exceed $25,000 of fair market value annually (subject 1o himitations imposed by Section 423 of the Internal
Revenue Code). A total of 5.0 million shares are available for purchase under the plan. The plan will
terminate on the tenth anniversary of its adoption. Dunng 1996, 7.360 treasury shares were issued pursuant 10
the plan 4t a price per shars of $15.725

Employee Benefit Plan — The Company has defined contribution plans pursuant to Section 401 (k) of
the Internal Revenue Code covering all cligible officers and employees. The Company provides a matching
contribution of $.50 for every $1.00 contnibuted by the employee up to 4% of each employee’s salary. Such
contributions were approximately $287.000, $997.000 and $2 0 million for the nine months ended Decem-
ber 31, 1994 and the years ended December 31, 1995 and 1996, respectively. At December 31, 1996, the
Company had no other pension or post v




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

12, Related Party Transactions

At December 31, 1996, Motorola owned approximately 19% and 100% of the Company’s outstanding
Class A and Class B Common Stock, respectively

Dering the vears ended December 31, 1995 and 1996, the Company acquired approximately $217.2 mil-
lion and $490.8 mullion of infrastructure and other equipment, handsets, warranties, rent and services from
Motorola. At December 31, 1995 and 1996, amounts payable to Motorola, classified within accounts payable,
accrued expense and other, approximated $179.4 million and $61.0 million. Under cerain agreements, as
amended. the Company is committed to purchase from Motorola a significant amount of system infrastructure
cquipment through 1999 Motorola is the principal suppiier of the Company’s Digital Mobile infrastructure
equipment and handsets.

On Junc 28, 1996 the Company completed the acquisition of certain 800 MHz trunked SMR systems,
located in Hawaii, from Motorola for approximately $5.4 million in cash

On August 23, 1996, the Company through NIC loaned Grupo $12.0 million. The principal and accrued
interest outstanding as of December 31, 1996 was approximacly $3.4 million

13. Subsequent Events

On March 27, 1997, Nextel and Motorola reached agreement on terms and conditions pursuant to which
Nextel could access up to an additional $450.0 million of equipment financing through Motorola. In order to

access such additional financing. Nextel would be required to procure certain consents, waivers and/or
participation commitments from @ number of third parties, and to obtain modifications 1o the terms of the
Bank and Vendor Credit Facilitics, the related secunty documents and the Nextel Indentures and to satisfy
certain other conditions.

4. Quarterly Financial Data (Unaudited)

T (in thowsands. except per
%
Revenues S 68318 § TT6I9 S Y1040 S 959!
(146944)  (160.420)  (159.638) (178.864)
(118,718)  (130.028) 145.883)  (158.391)
(0.56) (0.58) (0.66) (0.70)

$ 29501 § 30177 § 51074 S 60951

ung loss (70.139) (73.223)  (133440) (150,084)

s (53.199)  (56982) (102.133) (118,850)

Net loss per common share (0.50) (0.53) (061) (062)




NEXTEL COMMUNICATIONS, INC.
(Parent Only)

SCHEDULE I — CONDENSED FINANCIAL INFORMATION OF REGISTRANT

CONDENSED BALANCE SHEETS
As of December 31, 1995 and 1996
(dollars in thousands)

ASSETS
Carrent assets

Cash and cash equivalents

Marketable securities

Accounts receivable

Other

Total current assets

Property, plani nd equipment, net
Intangible asseis, net
Deferred income taxes
Investments in and advances to subsidiaries
Other assets

LIABILITIES AND § TOCKHOLDERS' EQUITY

Current liabilities

Accounts payable, accrued cxpenses and other

Current portion of long-term deby S P i 951

Total current liabilities 35,55 82,041

Long-tcrm debt 1451963 2,042,590
Commitments and contingencies (Note 1)
Stockholders’ equity 2945141 2.808.138

$4932719

The 4ccompanying notes are an integral pan of these condensed financial statements.
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NEXTEL COMMUNICATION:!
(Parent Only)
SCHEDULE | — CONDENSED FINANCIAL INFORMATION OF REGISTRANT — (continued)

CONDENSED STATEMENTS OF OPERATIONS
For the Nine Months Ended December 31, 1994
and the Years Ended December 31, 1995 and 1996
(dollars in thousands)

19
Operating expenses
Seliing. general and administrative s
Expenses related 1o corporate reorganization
Depreciation and amortization

11846 § 28292
- 6,379
2053 1.770

189 3642 68l

Other income (ex ense)

Interest expense . (80,465) (116,034) (202,035)

Interest income (543,219, $96.485 and $131.997 mmcampam) 60,626 113,501 134,057

Intercompany management fee 14811 23413 80,559

Other 20 _ 30 49

__(5008) 20850 _ 226%

Loss before income tax benefit and equity in net losses of

subsidiaries

(18907)  (15.592)  (60,051)
Income tax benefit

1.000 46.232 36514
23,537)
(113.942) (361.805) _(532.483)
S( $(331.165) $(556.020)

et

Income (loss) before equity in net losses of subsidiaries (11,907) 30,640
Equity in net losses of subsidiaries
Net loss

The accompanying notes are an integral pant of these condensed financial statements.
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NEXTEL COMMUNICATIONS, INC.
(Parent Only)

SCHEDULE 1 — CONDENSED FINANCIAL INFORMATION OF REGISTRANT — (continued)

CONDENSED STATEMENTS OF CASH FLOWS
For the Nine Months Ended December 31, 1954
and the Years Ended December 31, 1995 and 1996
(dollars in thousands)

SRR e e e

Cash flows from operuting activities:
Net loss
Adjustment 1o reconcile net loss to net cash provided by
(used in) operating activities 150,885 334,021 236417
Net cash provided by (used in) operating activities 25,036 2.856 319.603)
Cash flows from investing activities:
Investments in and advances to subsidiaries
(Increase) decreasc in other assets (6,246) (3.495) 9.873
Payments for acquisitions, net of cash acquired (13,011) (48,577) 61,417
Capital expenditure: (4,968) (925) (5,951)
Decrease in marketable securities 257,576 102616 65.692
Net cash (used in) provided by investing activities (389.577) _(286.780) 7.787

Cash flows from financing activities:

Debt financing activities — other

Common stock issued

Preferred stock issued

Treasury stock issued

Notes recewvable — ncentive equity plan

Net cash provided by financing activities

Net (decrease) increase in cash and cash equivalents (290.610)

$(125,849) $(331.165) $(556,020)

(622928) (335399) (123244)

(768) (611) 1,969
74,685 16,112 108,087
300,000

6.549
m -
315728 116.605
31804 (195.211)
048

Cash and cash equivalents, beginning of period 462858 172244 _ 204

Cash and cash equivalents, end of period T4 204048 § 8837

The accompanying notes are an integral part of these condensed financial statements.
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NEXTEL (‘0\!\1['\'ICAT10.\S. INC.
(Parent Only)

SCHEDULE I— CONDENSED FINANCIAL INFORMATION oF REGISTRANT — (continued)
NOTES TO CONDENSED FINANCIAL STATEMENTS

For accounting policies and other information, s
Nextel Communications, Inc and Subsidianes,

The parent company azcounts for its investments In subsidiaries by the €quity method of accounting
The parent company income tax benefit represents the difference between taxes computed on a
consolidated basis and taxes calculated by the subsidiaries on 5 Separate retum bagys

Certain net assets and related operations of the parent company were contributed 10 3 wholly-owned
subsidiary. The accompanying condensed financial statements for 1994 and 1995 }, ave been reclassified as a
result of these contributions

The parent con Pany has an agreement with cach of its wholly-owned subsidianic: whereby the parent
company provides administrative semices for each of its subsidiaries and charges the subsidiaries a fee
€qual to the actual costs inc T charged to the




NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES

SCHEDULE I1 — VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Balance at [
Conts and
S PGd.
Nine Months Ended December 31
Allowance for Doubtful Accounts
Year Ended December 31. 1995
Allowance for Doubtful Accounts
Year Ended December 31
Allowance for Doubtfu

1994

1996

Accounts

(1) Allowances of acquired compames.
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NXLD COMPANY South Dakota P.U.C. Tariff No. |
d/b/a Nextel Long Distance Title Sheet

TITLE SHEET

RESALE TELECOMMUNICATIONS SERVICES

This tariff applies to the resold long distance interexchange telecommunications services
furnished by NXLD Company, d/b/a Nextel Long Distance ("Carrier”) between one or more
points in the State of South Dakota. This tariff is on file with the South Dakota Public Utility
Commission, and copies may be inspected, during normal business hours, at Carrier’s
address, 1450 G Street, N.W._, Suite 425, Washington. D.C. 20005, Telephone Number 1-800-
639-6111

Issued Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W., Suite 425
Washington, D C. 20005




NXLD COMPANY South Dakota P.U.C. Tariff No. |
d/b/a Nextel Long Distance Original Sheet No. |

CHECK SHEET

The sheets of this tariff are effective as of the date shown at the bottom of the respective
sheet(s). Original and revised sheets as named below comprise all changes from the original tariff
and are currently in effect as of the date on the bottom of this page

SHEET ~ REVISION

REVISION

Original
Original Original
Origmal Original
Original Original
Original Original
Original Original
Original Original
Original Original
Original Original
Original Original
Original

Original

Original

Oniginal

Original

S35%

19 13 19 19 1 =
Do—=-3S 0

=

New or revised page

Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W., Suite 425
Washington, D.C. 20005




NXLD COMPANY South Dakota P.U.C. Tariff No. 1
d/h/a Nextel Long Distance Original Sheet No. 2

OF CONTEN

Title Sheet

Check Sheet

Table of Contents

Symbols

Taniff Format

Section Technical Terms and Abbreviations

Section 2 - Rules and Regulations

Section 3 - Description

Section 4 - Rate Schedule

Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W_, Suite 425
Washington, D.C. 20005




NXLD COMPANY South
d/h/a Nextel Long Distance

h Dakota P.U.C. Tariff No. 1
Original Sheet No. 2

Title Sheet
Check Sheet
Table of Contents
Symbols

Tanff Format

Section 1 - Technical Terms and Abbreviations

Section 2 - Rules and Regulations

Section 3 - Description

Section 4 - Rate Schedule

Issued Effective.
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W._, Suite 425

Washington, D C. 20005




NXLD COMPANY outh Dakota P.U.C. Tariff No. 1
d/b/a Nextel Long Distance Original Sheet No. 3

The following are the only symbols used for the purposes indicated below

D

Issued

Delete or Discontinue

Change Resulting In An Increase to A Customer’s Bill

Moved From Another Tariff Location

New

Change Resulting In A Reduction to A Customer's Bill

Change In Text or Regulation But No Change In Rate or Charge

TARIEE FORMAT

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

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

Effective
Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W._, Suite 425
Washington, D.C. 20005




NXLD COMPANY South Dakota P.U C. Tariff No. |
d/b/a Nextel Long Distance Original Sheet No. 4

TARIEE FORMAT (Cont’d

agraph Numbering Sequence - There are nine levels of paragraph coding. Each level
of coding is subservient to its next higher level

(@)
(.1
(@).L()
(a).L.().(1)

(SN N PN S SR S PR

Check Sheets - When a tariff filing is made with the Commission, an updated check sheet
accompanies the taniff filing. The check sheet lists the sheets contained in the tariff, with
2 cross reference 1o the current revision number. When new pages are added. the check
sheet is changed to reflect the revision. All revisions made in a given filing are designated
by an asterisk (*). There will be no other symbols used on the check sheet if these are the
only changes made to it (1.¢., the format, etc. remains the same. just revised revision
levels on some pages). The tariff user should refer to the latest check sheet to find out if
a particular sheet is the most current on file with the Commission

Effective
Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W., Suite 425
Washington, D.C. 20005




NXLD COMPANY h Dakota P.U.C. Tanff No. 1
d/b/a Nextel Long Distance Onginal Sheet No. 5

SECTION 1. TECHNICAL TERMS AND ABBREVIATIONS

Access Line - An arrangement from a local exchange telephone company or other common
carrier, using either dedicated or switched access, which connects a Subscriber's location
to Carrier's location or switching center

Alfiliate - A telecommunications service provider affiliated with NXLD Company that
provides Commercial Mobile Radio Service. NXLD's affiliates that provide Commercial
Mobile Radio Service include Nextel of New York, Inc., Nextel Communications of the
Mid-Atlantic, Inc., Nextel South Corp . Nextel of Texas, Inc., Nexte! West Corp., and
Nextel of California, Inc

Authorization ¢ - A numerical code, one or more of which may be assigned to a
Subscriber, to enable Carrier to identify the origin of service User so it may rate and bill
the call. All authorization codes shall be the sole property of Carrier and no Subscriber
shall have any property or other right or interest in the use of any particular authorization
code. Automatic numbering identification (ANI) may be used as or in connection with the
authorization code

Automatic Num! ication (ANI) - A type of signaling provided by a local

exchange telephone company which automatically identifies the local exchange line from
which a call originates.

Cari
Commercial Mobile Radic ice - Commercial Mobile Radio Service means wireless
radio mobile service as defined pursuant to Section 332 of the Communications Act of
1934. 47 USC

Commission - Refers to the South Dakota Public Utility Commissi

Cor Carrier - A company or entity providing telecommunications services to the
public

Issued Effective
Thomas D. Hickey, Assistant Secretary
1450 G Street, N. W, Suite 425
Washington, D.C. 20005




NXLD COMPANY South Dakota P.U.C. Tariff No. 1
d/bla Nextel Long Distance Original Sheet No. 6

SECTION 1. TECHNIC/

L TERMS AND ABBREVI/ NS (Cont'd)

$ iber 'Customer - The person or legal entity which enters into arrangements for
Carrier's telecommunications services and is responsible for payment of Carrier's servi

Telecom ations - The transmission of voice communications or, subject o the
transmission capabilities of the service, the transmission of data, facsimile, signaling,
metering, or other similar communications

User - The person(s) utilizing Carrier’s services

Issued Effective
Thomas D. Hickey. Assistant Secretary
1450 G Street, N.W__ Suite 425
Washington, D € 20005




NXLD COMPANY South Dakota P.U.C. Tariff No. |
d/b/a Nexiel Long Distanc Original Sheet No

SECTION 2. RULES AND REGULATIONS
Applicauon

1.1 This tanff contains the reguiations and rates applicable to intrastate resale
telecommunications services provided by Carrier for telecommunications between
points within the State of South Dakota. Carrier’s services are furnished subject
to the availability of facilities and subject to the terms and conditions of this tariff

The rates and regulations contained in this tanff apply only to the services
furnished by Carrier and do not apply, unless otherwise specified, to the lines,
facilive’  or services provided by a local exchange telephone company or other
common carrier for use i accessing the services of Carrier

The Subscriber is entitled to limit the use of Carrier's services by Users at the
Subscriber’s facilities, and may use other common carriers in addition to or in lieu
of Carrier

Effective
Thomas D. Hickey, Assistant Secretary
1450 G Street. N.W., Suite 425
Washington. D.C. 20005




NXLD COMPANY South Dakota P.U.C. Tariff No.
d/b/a Nextel Long Distance Original Sheet No

SECTION 2. RUIL AND REGULATIONS (Cont'd)

Issued

Carrier's services may be used for any lawful purpose consistent with the
transmission and switching parameters of the telecommunications facilities utilized
in the provision of services

The use of Carrier's services to make calls which might reasonably be expected to
frighten, abuse, torment, or harass another or in such a way as to unreasonably
interfere with use by others is prohibited

The use of Carrier's services without payment for service or attempting to avoid
payment for service by fraudulent means or devices, schemes, false or invalid
numbers, or false calling or credit cards is prohibited

Carrier's services are available for use twenty-four hours per day, seven days per

week

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

Carrier’s services may be denied for nonpayment of charges or for other violations
of this taniff

Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W._, Suite 425
Washington, D.C. 20005




NXLD COMPAN South Dakota P.U.C. Tariff No. |
d/b/a Nextel Long Distance Original Sheet No. 9

SECTION 2

(Cont’d)

Except as otherwise stated in this section, the liability of Carrier for damages
arising out of either: (1) the furnishing of its services, including but not limited to
mistakes, cmissions, interruptions, delays, or errors, or other defects,
representations, or use of these services, or (2) the failure to furnish its service,
whether caused by acts or omission, shall be limited to the extension of allowances
to the Customer for interruptions in service as set forth in Section 2.5

Except for the extension of allowances to the Customer for interruptions in service
as set fo'*h in Section 2.5, Carrier shall not be liable to a Customer or third party
for any din indirect, special, incidental, reliance. consequential, cxemplary or
punitive damages, including, but not limited to, loss of revenue or profits, for any
reason whatsoever, including. but not limited to, any act or omission, failure to
perform, deiay, interruption, failure to provide any service or any failure in or
breakdown of facilities associated with the service

The liability of Carrier for errors in billing that result in overpayment by the
Customer shall be limited 10 a credit equal to the dollar amount erroneously billed
or, in the event that payment has been made and service has been discontinued, to
a refund of the amount erroneously billed

Effective
Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W_, Suite 425
Washington, D.C. 20005




South Dakota P.U.C. Tariff No. 1

NXLD COMPANY
Original Sheet No. 10

d/b/a Nextel Long Distance

SECTION 2. RULES AND REGULATIONS (Cont'd)
ability of Carrier (Cont’d)

2.3.4 Carrier shall not be liable for any claims for loss or damages involving
Any act or omission of: (1) the Customer, (2) any other entity furnishing
service. equipment or facilities for use in conjunction with services or
facilities provided by Carrier: or (3) common carriers or warchousemen

delay or failure of performance or equipment due to causes beyond
armier’s control, including but not limited to, acts of God, fires, floods,
zarthquakes, hurricanes, or other catastrophes; national emergencies,
insurrections, riots, wars or other civil commotions; strikes, lockouts, work
stoppages or other labor difficulties; criminal actions taken against Carrier;
unavailability, failure or maifunction of equipment or facilities provided by
the Customer or third parties: and any law, order, regulation or other
action of any governing authority or agency thereof;

ny unlawful or unauthorized use of Carrier's facilities and services;

Effective
Assistant Secretary
1450 G Street, N.W., Suite 425
Washington, D.C. 20005




NXLD COMPANY

d/b/a Nextel Long Distas

South Dakota P.U.C. Tariff No. 1
Original Sheet No. 11

Libel, slander, invasion of privacy or infringement of patents, trade secrets.
or copyrights arising from or in coanection with the transmission of
communications by means of Carrier-provided facilities or services; or by
means of the combination of Carrier-provided facilities or services with
Customer-provided facilities or services;

Breach in the privacy or security of communications transmitted over
Carrier's facilities;

Changes in any of the facilities, operations or procedures of Carrier that
render any equipment, facilities or services provided by the Customer
obsolete, or require modification or alteration of such equipment, facilities
or services, or otherwise affect their use or performance, except where
reasonable notice is required by Carrier and is not provided to the
Customer, in which event Carrier's liability is limited as set forth in
subsection 2.3.1 of this Section 2.3

Defacement of or damage to Customer premises resulting from the
furnishing of services or equip on such ses or the 11} or
removal thereof’

Issued b

Effective
y Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W._, Suite 425
Washington, D.C. 20005




NXLD COMPANY

South Dakota P.U.C. Tariff No.

1
d/b/a Nextel Long Distance Original Sheet No. 12

Issued

rier (Cont'd)

Injury to property or injury or death to persons. including claims for
payments made under Workers' Compensation law or under any plan for
employee disability or death benefits, arising out of, or caused by, any act
or omission of the Customer, or the construction, installation, maintenance,
presence. use or removal of the Customer’s facilities or equipment
connected, or to be connected to Carrier's facilities;

Any intentional, wrongful act of a Carrier employee when such act is not
within the scope of the employee's responsibilities for Carricr and/or is not
authorized by Carrier;

Any representations made by Carrier employees that do not comport, or
that are inconsistent, with the provisions of this Tariff;

Any act or omission in connection with the provision of 911, E911, or
similar services involving emergencies:

Any noncompletion of calls due to network busy conditions;

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

Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W_, Suite
Washington, D.C. 20005




NXLD COMPANY th Dakota P.U.C. Tariff No
d/b/a Nextel

g Dist Original Sheet No

SECTION 2. RULES AND REGUILATIONS (Cont’d)

ty of Carrier (Cont'd)

Carrier shall be indemnified, defended and held harmless by the Customer or end
user from and against any and all claims, loss, demands, suits, expense, or other
actonorany liability whatsoever, including attorney fees, whether suffered, made
instituted, or asserted by the Customer or by any other party, for any personal
mjury to or th of any person or persons, and for any loss, damage or
destruction of any property. including environmental contamination, whether
owned by the Customer or by any other party, caused or claimed to have been
caused directly or indirectly by the installation, operation, failure to operate,
maintenance, presence, condition, location, use or removal of any Carrier or
Customer equipment or facilities or service provided by Carrier

Issued

Effective
Issued by Thomas D. Hickey. Assistant Secre
1450 G Street, N.W | Suite 425
Washington, D.C. 20005




NXLD COMPANY South Dakota P.U.C. Tariff No. 1
d/b/a N 1 ! Original Sheet No. 14

SECTION 2. RULES AND REGULATIONS (Cont'd)
abihty of Carrier (Cont'd)

3.6 Carrier assumes no responsibility for the availability or performance of any cable
or satellite systems or related facilities under the control of other entities, or for
other facilities provided by other entities used for service to the Customer, even
if Carrier has acted as the Customer's agent in arranging for such facilities or
services.  Such facilities are provided subject to such degree of protection or
nonpreemptibility as may be provided by the other entities

7 Any claim of whatever nature against Carrier shall be deemed conclusively to have

bet 1 waived unless presented in writing to Carrier within thirty (30) days after the

date of the occurrence that gave rise to the claim

3.8 CARRIER MAKES NO WARRANTIES OR REPRESENTATIONS, EXPRESS
ORIMPLIED EITHER IN FACT OR BY OPF
OROTHERWISE, INCLUDING WARRANTIE
FITNESS FOR A PARTICULAR USE, EXCEPT THOSE EXPRESSLY SET
FORTH HEREIN

I !:vm.’c
Thomas D. Hickey, Assistant Secretary
1450 G Street, N W, Suite 425
Washington, D C. 20005




NXLD COMPANY South Dakota P.U.C Tariff No. 1
d/b/a Nextel Long Distance Original Sheet No. 15

e ) T T e R T
SECTION 2 RU ~L REGULATIONS (Cont'd)
24 s of the Subscriber

2.4.1 The Subscriber is responsible for placing any necessary orders; for complying with
tanff regulations; for the placement of any stickers or tent cards provided by
Carrier or zs required by law; and for assuring that Users comply with tariff
regulations. The Subscriber shall ensure compliance with any applicable laws,
regulations, orders or other requirements (as they exist from time 10 time) of any
governmental entity relating (o services provided or made available by the
Subscriber to Users The Subscriber is also responsible for the payment of charges
for calls originated at the Subscriber's numbers which are not collect, third party,
callin_ card, or credit card calls

ssued Effective
Thomas D Hickey, Assistant Secretary
1450 G Street, N.W . Suite 425
Washington, D.C 20005




NXLD COMPANY South Dakota P.U.C. Tariff No. |

d/b/a Nextel Lo,

Original Sheet No. 16

SECTION 2. RU J SGULAT  (Cont'd)

24 Responsibilities of the Subscriber (Cont'd)

242

Issued

T'he Subscriber must pay Carrier for replacement or repair of damage to the
equipment or facilities of Carrier caused by n ence or willful act of the
Subscriber, Users, or others, by improper use of the services, or by use of
equipment provided by the Subscriber, Users, or others

The Subscriber must pay for the loss through theft of any Carrier equipment
installed at Subscriber’s premises

The Subscriber is responsible for payment of the charges set forth in this tariff

The Subscriber is responsible for compliance with the applicable regulations set
forth in this tariff

The Subscriber shall indemnify and save Carrier harmless from all liability
disclaimed by Carrier as specified in Section 2.3 above, arising in connection with
the provision of service by Carrier, and shall protect and defend Carrier from any
suits or claims against Carrier and shall pay all expenses and satisfy all judgments
rendered against Carrier in connection herewith. Carrier shall notify the Subscriber
of any suit or ¢lzim against Carrier of which it is aware

I
Issued by Thomas D. Hickey, Assistant Sccretary
1450 G Street, NW | Suite 425
Washington, D.C. 20005




NXLD COMPANY South Dakota P.U C. Tariff No. 1
d/b/a Nextel Long Distance Original Sheet No. 17

SECTION 2. RULES AND JULATIONS (Cont'd)
Cancellation or Interruption of Sei
251 General

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

Ananterruption period begins when the Customer reports a service, facility
or circuit 10 be inoperative and releases it for testing and repair
interruption period ends when the service, facility or circuit is operative

If the Customer reports a service, facility or circuit to be inoperative but
declines o release it for testing and repair, the service, facility or circuit
is considered to be impaired but not interrupted. No credit allowances will
be made for a service, facility or circuit considered by Carrier 10 be
impaired

Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W., Suite 425
Washington, D.C. 20005

Issued:




NXLD COMPANY

South Dakota P.U.C. Taniff No. 1

d/b/a Nextel Long Distance Original Sheet No. 18

SECTION 2. RUL

S AND REGULATIONS (Cont'd)

Cancellation or Interruption of Services (Cont’d)

2.5.2 Limitations on Allowances

No credit allowance will be made for any interruption of service:

A

Issued

due to the negl e of, or i with the provisions of this
Tariff by. any person or entity other than Carrier, including but not limited
10 the Customer or other common carriers connected to the service of

Carrier:

due 10 the failure of power, equipment, systems, or services not provided
by Carrier;

due to circumstances or causes beyond the control of Carrier;

during any period in which the Customer continues to use the service on an
impaired basis:

Effective
by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W._, Suite 425

Washington, D.C. 20005
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SECTION 2. RULES TIONS (Cont'd)
Cancellation erruption of Services (Cont’d)
2.5.2 Limitations on Allowances (Cont'd)
during any period when the Customer has released service to Carrier for
maintenance purposes or for implementation of & Customer order for

change in service arrangements;

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

that was not reported to Carrier within thirty (30) days of the date that
service was affected

Application of Credits for Interruptions of Service
Credits for interruptions of service, for which charges are specified on the basis

of per minute of use, or on the usage of a fraction of a minute, shall in no event
exceed an amount equal to the initial period charge provided for under this tariff

Issued Effective
Issued by Thomas D. Hickey. Assistant Sccretary
1450 G Street, N W, Suite 425
Washington, D.C. 20005
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SECTION 2. RULES AND REGULATIC (Cont'd)
26

The Subscriber will either be hilled directly by Carrier or its intermediary, or
charges will be included in the Subscriber's regular telephone bill pursuant to
billing and collection agreements established by Carrier or its intermediary with
the applicable telephone company

Carrier will render bills monthly. Payment is due within thirty (30) days after the
Subscriber's receipt of its bill

Carrier may impose a late payment charge not to exceed 1.5% per month (or the
maximum rate allowed by law) on any bill not paid within thirty (30) days of the
receipt. The Subscriber shall be responsible for all costs, including attorney's fees,
incurred in the collection of unpaid charge or in any other action to enforce
payments and/or obligations arising under this tariff. A charge of up to twenty-
five dollars ($25.00) will be imposed for returned checks.

Validation of Credit

Carrier reserves the right to validate the credit worthiness of Subscribers or Users

Issued Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Sureet, N W, Suite 425
Washington, D.C. 20005
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SECTION 2. RULES AND REGULATIONS (Cont’d)

All bills are presumed accurate, and shall be absolutely binding on the Subscriber unless
written objection is received by Carrier within forty-five (45) days after such bills are
rendered. In the case of a billing dispute between the Subscriber and Carrier for service
furnished to the Subscriber, which cannot be settled with mutual satisfaction, the
Subscriber can take the following course of action within thirty (30) days of the billing
date

2.8.1 First. the Subscriber may request, and Carrier will provide, an in-depth review of
the disputed amount. (The undisputed portion and subseq; bills imust be paid on
a tmely basis or the service may be subject to disconnect.)

8.2 Second, if there is still a disagreement about the disputed amount after the
investigation and review by a manager of Carrier. the Subscriber may file an
appropriate complaint with the South Dakota Public Utility Commission. The
Commission's address is

South Dakota Public Utilities Commission
500 E. Capitol

State Capitol Building

Pierre, South Dakota 57501
605-773-3201 or 1-800-332-1782

Or by contacting Carrier at 1-800-639-6111 during normal busiress hours

Issued

Effective

Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W._, Suite 425
Washington, D.C. 20005
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SECTION 2. RULES AND RE (Cont'd)
Billing Entity Conditions
When billing functions on behalf of Carrier are performed by local exchange telephone

companies, or others, the payment cond and regul of such companies apply,
including any applicable interest and/or late payment charge conditions

Deposits

Carrier reserves the right to require a deposit from the Subscriber.

Taxes

All federal excise taxes, and Cy se, and similar taxes, are billed as
separate items and are not included in the quoted rates.  Gross receipts tax will not be

billed as a separate line item

Minimum Cali Completion Rate

Carrier will ensure an industry standard blocking rate no greater than P.01

Promotions

Carrier may from time to time offer promotional services.

Issued Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W | Suite 425
Washington, D.C. 20005
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SECTION 3 - DESCRIPTION
3.1 Descriptior

Carrier provides resold direct-dialed interexchange telecommunications services. Calls are
rated based on the duration of the call

Calculation of Usage R

Billing for calls placed over Carrier's network is based on the duration of the call
Unlzss otherwise stated herein, calls are billed in one minute initial and one second
additonal billing increments.  Timing begins when the called station is answered,
as determined by standard industry methods generally in use for ascertaining
answer, including hardware answer supervision in which the local telephone
company sends a signal 1o the switch. A call is terminated when either party (called
or calling) hangs up

Ratzs are not distance sensitive.  As such, unless otherwise indicated, mileage
bands are not applicable to the services offered

Unless otherwise indicated, rates do not vary depending upon day of the week or
the time of day (Day, Evening, and Night/Weekend)

Effective

Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W., Suite 425
Washington, D.C. 20005

Issued
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TION 4 - RATE SCHEDULE

Rate Schedules

The regulations set forth in this section govern the application of rates for services as set
forth in other sections of this tariff

4.1.1 Message Telec ations Service

This service is available to the Commercial Mobile Radio Service customers of
Affiliate of Carrier

Calls are billed in one minute initial and one (1) second additional billing
InNcr. ments.

Rate Per Minute

24 hours a day, 7 days a week,
365 days a year

230580 1

Issued Effective
Issued by Thomas D. Hickey, Assistant Secretary
1450 G Street, N.W., Suite 425
Washington, D C. 20005
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COMMONWEALTH OF VIRGINIA

COUNTY OF FAIRFAX

VERIFICATION

1. Thomas D. Hickey, being duly sworn, declare that | am the Assistant Secretary of NXLD
Company, the Applicant in the subject proceeding; that I have read the foregoing amendment, and

that the same 1s truc and correct to the best of my knowledge, information, or belief.

Subscribed and swomn to before me

this day of _

Notary Public

Expires:
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING
NXLD COMPANY FOR A CERTIFICATE OF ) CERTIFICATE OF
AUTHORITY TO PROVIDE ) AUTHORITY
TELECOMMUNICATIONS SERVICES IN )
SOUTH DAKOTA ) TC98-076
On Apnit 27, 1996, the Public Utilities Commission (Commission). in accordance with SDCL

1-3 and ARSD 201024 02, received an application for a certificate of authonty from NXLD

mpany (NXLD)

NXLD proposes to provide 24-hour intrastate interexchange telecommunications services to
subscnbers to and from all points within South Dakota. Subject to demand and overall economic
circumstances, NXLD may subsequently offer additional services A proposed tanff was filed by
NXLD The Corr missior has classified long distance service as fully compettive

On April 30, 1993, the Commission electronically transmitted notice of the filing and the
intervention deadiine of May 15,1998, to interested individuals and entities. No petitions to intervene
or comments were filed and at its regularly scheduled June 30, 1998, meeting, the Commission
considered NXLD's request for a certificate of authonity. Commission Staff recommended granting
a certificate of authonty, subject to the condition that NXLD not offer a prepaid calling card or require
deposits or advance payments without prior approval of the Commission

The Commission finds that it has junsdiction over this matter pursuant to Chapter 49-31
specifically 49-31-3 and ARSD 20 10:24.02 and 20 10.24.03. The Commussion finds that NXLD has
met the legal requirements established for the granting of a certificate of authonty NXLD has, in
accordance with SDCL 49-31-3, demonstrated sufficient technical, financial and managenal
capabilities to offer telecommunications services in South Dakota The Commission approves
NXLD's application for a ce-tfficate of authonty, subject to the condition that NXLD not offer a prepaid
calling card or require deposits or advance payments without prior approval of the Commuission. As
the Commission’s final decision in this matter, it is therefore

ORDERED. that NXLD's application for a certificate of authority is hereby granted, subject
to the condition that N:A.D not offer a prepaid calling card or require deposits or advance payments
without prior approval of the Commussion It is

FURTHER ORDERED, that NXLD shall file informational copies of tanff changes with the
Commission as the changes occur
7
Dated at Pierre, Scuth Dakota, this _© day of July, 1998

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION

oA
Qf,,.’ l»,_ /’_(;(‘.,

ES A BURG Chairman

U Tebors

PAM NELSON, Commissioner

% i 7’_!, les
LASKA SCHOENFELDER. Commissioner




H DAKOTA PUBLIC UTILITIES
COMMISSION

CERTIFICATE OF AUTHORITY

To Conduct Business As A Telecommunications Company
Within The State Of South Dakota

Authority was Granted June 30, 1998
Docket No. TCS8-076

This is to certify that
NXLD COMPANY
is authonzed to provide telecommunications services in South Dakota

This certificate is issued in accordance with SDCL 49-31-3 and ARSD
201024 02, and is subject to all of the conditions and limitations contained in

the rules and statutes governing its conduct of offering telecommunications
services

Dated at Pierre, South Dakota, this

day of _.fec bl
/

SOUTH DAKOTA PUBLIC
UTILITIES COMMISSION:

PAM NELSON, Commissioner

A 4 ’ ds0s /
LASKA SCHOENFELDER, Commissioner
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