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Inatructions 

A. Thia form i• uaed for an original application for a 
certificat~ and for approval of sale , ass iqnmen~ or 
transfer of a n existing certificate. In case of a 
sale , assignment or transfer, the information provided 
s hall be for the pur.chaae.r , aaaignae or transferee 
(See Appendix A) . 

s. Respond to each it.m requested in the applicati on and 
appandicaa. If an item ia not applicable, p l ease 
expla in vhy . 

c. Use a separate sheet for e ach answer which wi ll not 
f i t the allotted apace . 

o. If you have queationa about completing the f orm, 
contact: 

Florida PUblic Service coami•aion 
Diviaion of communication• 
Bureau or Service ~aluation 
2540 8bua&r4 Oak Blvd . 
Ountar Buil41Dq 
Tallabaaaaa, Florida 323tt-osso 
(904) 413-UOO 

E. once completed, submit the original and s i x (6) copies 
of this fonn a long with a non-refundable application 
fee of $250.00 to: 

Florida PUblic service coaaiaaion 
Diviaion or Adminiatration 
2540 Sbuaard Oak Blvd. 
ounter Building 
Tallabaaaee, Florida 32399-0150 
(904) 41J-US1. 
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1 . Selec t what type o t buaineea your company will be 
conducting (check al l that apply) : 

( ) ~aoilitiea baae4 carrier - company owna 
and operate& or p l a na to own and operate 
telecommunication• switch•• and 
tranamiaaion facilit ies in Florida . 

( ) Operator SerYioe Provi der - company 
provide& or plana to provide a l ternative 
operator services t or IXCa; or toll 
operator services to c all agqregator 
location•; or cleari nghouae aervicea to 
bill such calls. 

( X) Reaeller- company haa or plans t o have 
one or more switch•• but primarily leases 
t he tranamission racilitiea or other 
carriere. Bills ita own cuat omer baae 
tor aervices used. 

( ) svitoble .. Rebiller - compa ny has no 
switch or t .ranamisaion facilit i es but may 
have a billing computer. Aggre9ates 
traffic to obtain bulk diacounts fr om 
underlying carrier. Rebilla end users at 
a rate above its discount but generally 
below the rate end uaers would pay t or 
unagqregated traffic. 

( ) Multi-Location Diacount Aggreqator -
company contracts with unaffiliated 
entities to obtain bulk/volume discounts 
under multi-location discount plans from 
certa i n underlying c arriers. Then otters 
the reaold s ervice by enrolling 
unaffiliat ed cuatomera. 

( ) Prepaid Debit Card Provider - any person 
or entity that purchaaea 800 acceaa from 
an underlying carrier or unaffiliated 
entity tor uae with prepa i d debit card 
service and/or encode& the cards with 
peraonal identification numb~rs . 

FORM PSC/CMt.l 31 (11/95) 
Required by Commiaaion Rule Nos. 25-24 . 471, 25- 24.473, and 25-
24 .480(2). - 2-



2 . Thia ia a n a pplication t or (c hec k one ) : 

( ) Ori9iD&l autbority (New co~pany). 
( ) Appr o•al of ~Z&Diflr (To another oertiticALeO 

company) • 
(x ) approYal of a.aiqDaeDt of exiatiD9 oartifi ~ate 

(To an uncart i t icata d company). 
( ) Approval tor tranafer of c ontrol (To a nother 

certi f icat ed company). 

3 . Nama o f corporation , partnership, cooper a tive, joint 
vent ure or aol e proprietorahip : 

NEXTLINK f iOrldO, Inc. 

4 . Name under which t .he a pplicant will do buainess 
(fictitiout nama , ate.): 

~EXTLINX PI Or ldo 

s. National addr esa ( including s treet na~e ' number , post 
off ice box, city, atata and zip coda). 
15 5 - 108l h Av o . II . E., 8 th ~' l r ., llo ll ovuo . WA 'JIIOU•I 

6 . Florida addreaa (including street name ' number, post 
off ice box, city, atate a nd zip code): 
o'lppllc ftnt l o hoftdquo r lo r od ol I!>~ - IOB t h Avu II t. .• IHh ~·rr .. 
Bo l lovuo , WA 9800< 

7 . Structure ot organi zation; 

•• 

( ) Indivi dual 
(x) Foreign Corporat ion 
( ) General Partnership 

( ) Other, 

) Corporation 
) Foreign Partnershi p 
) Limited Partnersh i p 

If applicant is an individual or partnership, please 
give name, title and address of sole proprietor or 
partners. 

N/ A 

(a) Provide proof of complia nce 
limitea portnerthip ttatute 

FS) , if a pplica ble. 

with the foreign 
(Chapter 620.169 

(b) I ndicate if the individual or any of the 
par~nera have previoualy been: 

FORM PSC/CMU 31 (ll/95) 
Required by Co111111ission Rule Nos. 25-24. 471, 25-24. 473, and. 25 -
24.480(2). -3-



10. Who vill serve as liaison vith the Co~iaaion in 
re~ard to (plea•• qive name, title , addrall and 
telephone number): 

(a) The application; 
n..,-., u 1 H w.,,1•1u not 
.Jt,l t~ H. llowk ana 
Oav\a Wr a•Jht Taem...ttne t~J.P 

1 SO 1 ~·ounh .\vneuo. !ito 7o,ou 
ScuLl I o , WA '1111ll 1 

(20ttl t.n :ll'oO 
(b) Official Point of Contact for the onqoing 

operations of the company; 

(c) Tariff; 

Alolno H ll1ot 
J o uon Wllli <)CIIU 

NEXT I. INK COCIICIIUIII C<l t1 o no , Inc . 
ISS - 100 lh Avo . t. .E., 8 t h t'JU<.)r 
!lo llo vuo. WA ')11004 
r 425 1 ~ 19-8'J OO 

(d ) Complaints / Inquiries from cuatomera; Rick L. lh c k a. 
ROIJII I <Il l on/LeiJ<I I Counoo 1 , IIEXTL UIK l'onnuy I v o n 1 o Mo r<;er C0411p.sny I I • 
Inc •. 92S Berk shire Blvd., Wy OCIIIBG IIl<J, I' A l '.lf> IO: 1& 101 288-1234 . 

11. Liat the states in which the applicant: 

(a) Has operated •• an intarexchanqa carr i er . 

None . 

(b) Haa application• pending to be certi ficated 
aa an interexchanqe carrier. 

None. 

(c) Ia certificated to operata aa an 
interexchanqe carrier. 

None. 

(d) Haa been denied authority to operata as a n 
interexchanqe carrier and the c ircLLma eances 
involved. Appli t·nn t h .. .. ""'"" 1>uu11 llo11to<l .>ullounty t.o o ffor 

oorvlr•o l u ;en y u •.:atu . 

(e) 

( f ) 

Haa had requlatory penaltiea impoaed for 
violation• of telecommunication• •tatutea and 
the CirCUJIIt&nCSI in VOl v•d, 1\ppl tC<IIIt h " o novor haJ .. ny 

requloHo r y penoll ios lctpouod t o o vtol.>ltOIIII u l toleco=unlcotoon• 

a totutoa . 
Haa b-ean involved in civil court proceedings 
with a.n interaxchanqa carrier, local exchanqe 
company or oth~ telecommunication• entity, 
and. the circumstances involved. Apptl c<ull h o o 11ovot 1>oun 

I nvo lved ln • clvi 1 court proco odlniJ wllh ""Y tolucoCIIIIuntc<st tono 

en t lty. 

FORM PSC/CMU Jl (11/95) 
Required by Col!llDiaaion Rule Noa. 25-24.471, 25-24.473, and 25-
24.480 (2) . - 5-



12 . What services vill the applicant offer to other 
certificated telephone compani es: 11/ A 

( ) Facilities . ( ) Opera tors. 
( ) Billinq and Collection. ( ) Sales. 
( ) Maintenance. 
( ) Other : 

13. Do you have a aarxetinq proqram? 
have o oork e t in<J I'•<><Jram. 

u. Will your marketinq proqram: tl/ •' 
( ) Pay commissions? 
( ) Offe.r aalu franchises? 

ApJi l 1 • dn t d u e A no t 

( ) Otter multi-level sales incentives? 
( ) Offer other sales incentives? 

15. Explain any of the off ers checked in question 14 (To 
vhom , vhat amount, type of franchise , etc.) . 

16 . Who will receive the billa f or your service (Check all 

that apply) ? 

Residential customers . ( ) Business customers .. 
PATS providers. ( ) PATS station end-users. 
Hotels ' motels. ( ) Hotel ' motel questa. 
Universities. ( ) Univ . dormi tory residents. 
( x) Other: (specify) ________________________ ___ 

IIEXTL INK' o pr imary £ocuo Ia o n buolnooo cu :n omor o, bul l o n•J turm 

It IDtiY prov ide aorv lco t o o ll cato<JOrtco o l cuo tococco . 

17 . Please provide the tollovinq (if applicable) : 

(a ) Will the name ot your compa.ny appear on the 

bill tor your services, and it not vho vill 
the billed party contact to e11lc questions 
about the bill (provide name and phone 
number) and hov is this information provided? 
Yes. tho 1/I:XTLI tiK rliu:ul w I I I appe•H 011 t hu b 1 I I a 
sent t o cua t ocora . 

(b) Name and address o! the firm vho will b i ll 
tor your service. 
1\ppL lO.:<t lll wll l rol,y UjX.oll au u iUI L<t l ll l O po1 10 11n 

lts blll l n<J. 

FORM PSC/ CHU 31 (11/95) 
Requi red by Co111111iaaion Rule Nos. 25-24 . 471, 25-24 . 4 73, ancl 25-
2 4 . 480(2). - 6-



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

B. Managerial capability . Reoumeu o t t ho o lt acuro o t tho 

AppllC411t 4t0 4ppondod hor oto i!U AlLIICIIIIIOnL C. 

C. Technical capability. The tochn leal CAJ><>blllt ocs o r the 

Applica n t aro a ppended he r eto o s Att4Ch~ent D. 

19. Please su.bmit the proposed tariff under which the 
company plana to begin operation. Uae the forma~ 
required by Commission Rule 25- 24.485 (example 
enclosed ) . A deecnptaon o f Lhe tor l. f! Appl acontplons to ! al e 

Ia opponded hereto as Attachmen t E. 

20. The applicant will provide the following interexchange 
carrier services (Check all that apply) : 

___ x_ KTS vitb distance sensitive per minute rates 
Method of acceaa is FGA 
Method of access is FGB 

~ Method of access is FGD 
Method of a~ceas is BOO 

____ HTS vitb route specific rates per minute 
Method of access is FGA 
Method of access is FGB 
Method ot access is FGD 
Method of access is BOO 

X 
____ KTS vitb statewide flat rates per minute (i. e. not 
cSista.noe sensitive) 

____ Method of access is FGA 
Method of access is FGB 

~ Method of access is FGO 
Method of access is 800 

FORM PSC/CMU 31 (11/95) 
Required by Commission Rule t~os. 25-24.471, 25-24.473, and 25-
24.480 (2). - 8-



KTC for pay telepboDe aervioe provider• 

___ Blook•of-tillle calliDq plaD (Reaob out Plorid.a, 
Rinq Aaerica, etc.) . 

aoo sarvioe (~oll free ) 

__ ~~8 trpe eervioe (Bulk or vol uae dieoouDt) 
____ Method Of ace••• is via dedicated facilities 
____ Method ot access is via switched facilities 

X 

X 

Private Line earvicea (Cbannel services) 
(For ex. 1 . 5 44 mba., DS-3, etc.) Thill 1u provided v 1" uur 

Travel Service 
Method ot access is 950 

~ Method of access is 800 

too service 

undorlylny C lll r1e1 

....JL Operator lervicea Prov•ded by unde r tyln!J c orner . ~·ronucr ln l'. 

_x_ Available to presubscribed customers 
Available t o non preaubscribed customers ( for 
example t o petrons ot hotels, students in 
universities, patients in hospitals. 
Available to inmates 

Service• included arec 

Station assistance 
Person to Person asaistance 
Directory assistance 
Operator verity and i nterrupt 
Conference Calling 

21. What does the end user dial tor each of the 
i nterexchanqe carrier services that were checked in 
eervicea inc luded (above) . 

ti/ A 

22. Othera 

FORM PSC/CMU 31 (ll/95) 
Required by Commission Rule Nos .. 25- 24.471 , 25-24.473, and 2 5 -

24.480(2). - 9-



•• 

'p!XUQD DAJ!InR rtATpmrt 

I, (ft7a DIIIJ 

haa1d•o~ t c-- ... --, ------=~:..::;:::;. _______ , 0 - ... --· 

--~OU~dv_.1_c~k~T~a~l~e~c=~:::=~ca~t~1~o~u.~Co~r~p~o~ra~c~t~o~n---------------' and current 

holder ot certificate JN11Nr _ _,:,.:.;•,.t:f!:;:-;.:.'.:;":----• bavo rtrVieved 

th.h application and joiJI iJI tho pet.it.ionar • • r•qu••t tor • 

t~L~s:er of tho &bovo•aantion oartiticac.. 

VTU.IU PmSJlL 1 t? 

ft111d1 Dt lt iOI ZOIH700 

Telephone Jto. 

PORK ~SC/CHD Jl (11/ 15) 
Jloquirod ~ c~ .. ion JNlo Jfo a . :zs-:z4. 471 , 25-2•1. 41l , and 2 5• 
24.480( 2). -u-



~· IIIIHQ%1 I •• 

CQSTOKEB DEPQSITS AND APVAHC£ PAXMENTS 

A atatement of bov the commiaaion can be aaaure~ of the 
aacurity of the cuatoaar•a depoaita an4 a~vance payaenta aay be 
reaponde~ to in one of the follovin; vaya (applicant pleaae chec.k 
on.e ): 

( X ) 

) 

YTILITX OFfiCIAL! 

~· applicant will Dot collect depoaita Dor 
will it oollaot pa:raenta tor aenioe aore tbaJI 
one aonth i~ adYanoe. 

The applioant vill file vith the commiaaion and 
aai.DtaiD a aurety bond in an aaoUDt equal to 
tba currant balance of depoaita and advance 
paraenta in axe••• of one aonth. (lend auat 
aocoapany application.) 

( Siqnature 

8 . C t r t rd St lt1Qt 

Viet Prta i dent 202-721-0999 
Title Telephone No. 

FORM PSC/ CMU 31 (ll/95) 
Required by Commiaaion Rule Noa . 25-24 .4? 1, 25-24.473, and 2S-
24.480 (2) . -12-



5. 'l'RUPIC U8'l'RICTI :lll8a Please explain how the applicant 
will comply with the EAEA requirement• contained J.n 
commiaaion ~ule 25-24 . 471 (4) (a ) (copy enclosed ) . 

'· 

Slnca Applicant v l l l operate only aa • raaelle r oC interexche nge 

aervicea. thla queatlon i e not applicable . 

CUJUlDI'1' n.clJliD& IJI'l'JlUT.l'l'l 8DVlCU t 
) or haa not ( x ) pravioualy provided 
telecommunications in Florida. If the 
fully describe the following : 

Applicant has 
intraatate 
a nswer is llU, 

a ) What sarvic•• have been provi ded and when did 
th••• service• begin? 

11) If the service• are not currently offered, when 
ware they disconti nued? 

pTILITX OFFICIAL: 

R. Gerard Salemee 

Vice Preelden t 202-721-0999 

Title Telephone No. 

FORM PSC/CMU 31 (11/95) 
Required by Commiaaion Rule Nos. 25-24 . 4 71, 25-24 . 4 73, and 25 -
24 . 480(2). -u-



•• AlPElfDII D u 

FLQRIPA T£LEPHOKE EXCHANGES 

US ROUTES 

Describe the service area in which you hold yourself out to 
provide service by telephone company exchange. If all services 
listed in your tariff are not offered at all locations, so 
indicate. Appllcont lntondo t o otror lfttorexehange aorulco11 t hrouQhoul tho Sl olc 

of Florldo. 
In an effort to assist ycu, attached is a list of ma jor 

exchanges in Florida showin9 the small exchanges with which each 
has extended area service (EAS). 

* * FLQRIPA EAS FOR HAJOR EXCHANGES • * 

Extended Service 
Area 

PENSACOLA : 

PMiAMA CITY: 

TALLAHASSEE: 

JAC}(SQNVILLE : 

GAINESVILLE: 

OCALA: 

FORM PSC/CMU 31 (11/95) 
Required by Commission 
24.480(2). 

with These Exchong1!§ 

Cantoncent, Gulf Breeze 
Pace,Hilton Holley-Navarre. 

Lynn Haven, Panama City Beach, 

Youngstown-Fountain and Tyndall 
AFB. 

Crawfordville, Havana , 
Monticello, Panacea, Sopchoppy 
and St. Harks. 

Baldwin, Ft. George, 
Jacksonville Beach, Callahan, 
Haxville, Middl eburg 
orange Park , Ponte Vedra and 
Julinqton. 

Alachua, Archer, Brooker, 
Hawthorne, High Springs, 
Melrose, Micanopy, 
Newberry and Waldo. 

Belleview, Citra, Dunnellon, 

Rule Nos . 25-24 . 471, 
-15-

25-24.473, and 25-



POMPANO BEACH: 

FT. LAUDERDALE: 

HOLLYWOOD: 

NORTH DADE: 

MIAMI: 

FORM PSC/CMU 31 (11/95) 

Boca Raton, coral Springs, 
Deerfi eld Beach and Ft. 
Lauderdale. 

Coral Springs, Deerfield Beach, 
Hollywood and Pompano Beach. 

Ft. Lauderdale a nd North Dade. 

Hollywood, Miami and Perrino. 

Homestead, North Dade a nd 
Perrine 

Required by commission Rule Nos. 25- 2 4 .47 1, 25- 24.473, al~d 25-

24.480(2). - 17-



u APPENI)II Z u 

** OLOSSUY ** 
ACCESS CODZa The term denotes a uniform four or seven digit code 
assigned to an individual IXC. The five digit code has the form 
lOXXX and the seven d i g it code has the form 950- XXXX. 

BYPASS: Transmission facilities that go direct from the local 
exchange and user to an IXC point of presence, thus bypassing the 
local exchanqe company. 

cARRrERB CARRIERa An IXC that provides telecommunicati ons servic• , 
mainly bulk transmission service, to other IXC only. 

CZNTJU.L onrcza A local operating unit by means of wh ich 
connections are established between subscribers • lines and trunk or 
toll linea to other central offices withi n the same exchange or 
other exchanges. Each three (3) digit central office code (~) 
used shall be considered a separate central office unit. 

CENTRAL OFFICE CODZI The term denotes the f i rst throe digits (NXX ) 
of the seven (7) digit telephone number ass igned to a customer's 
telephone exchange 5arvice. 

CO~SSION: The Flori da Public Service Commission. 

COMPANY, TELEPHONE COMPANY, UTILl~Ya These terms may be used 
interchangeably herein and shall mean any person, firm, partnership 
or corporation engaged in the business of furnishing commun~cation 
service to the public under the jurisdiction of the Commission . 

DEDICATED FACILITY: The term denotes a transmission circuit which 
is permanently f or the exclusive use or a customer or a pair of 
customers. 

END USER: The term denotes any individual, partnershi p , 
association , corporation, governmental agency or any other entit y 
which {A) obtains a common line, ·uses a pay telephone or obtains 
interstate service arrangements i ·n the operating territory of the 
company or (B) subscribes to interstate services provided by an IXC 
or uses the services of the IXC whe.n the IXC provides interstate 
service for its own use. 

FORM PSC/CMU 3 1 (11/95) 
Required by Commission Rule Noa. 25-24.471, 25-2 4 . 4 73, and 2 5 -
2 4.Ul0{2). -18 -



EQOAL ACCESS EZCBAKOE 'REAl: EAEA ~eans a geographic area , 
confiqured baaed on 1987 planned t oll center/ ace••• tande~ a reas, 
in which local exchange cOJDpaniee are reeponeible for providing 
equal acceee to both carrier s and customers of carriers in the most 
economi cally effici ent manner. 

EXCEANOB: The entire telephone plant and facilities used i n 
providing telephone service to subscribers located in an exchange 
area . An exchange may inolu~a mora than one centra l o!!ice unit. 

EXCKAWOB (SERVICE) AREAl The territory, including t he baee rate 
suburban and rural areas served by an exchange , within which local 
telephone eervice is furn ished at the exchange ratee applicable 
within that area. 

EXTENDED AREA SERVICE: A type of telephone service t urniehod under 
tcrif~ provision whereby eubecribers of a given exchange or area 
may complete calls to, and receive messages from, one or more other 
contiquous exchange• without toll cha.rges, or complete c a lls; to one 
or more other exchanges without toll message charges. 

FACILITIES BASED: An IXC that has its own transmission and/or 
switching equipment or other elements of equipment and does not 
rely on others to provide this service. 

FOREIGN EXCHANGE SERVICES: A classification ot exchange service 
furnished under tariff provieiona whereby a subscriber may be 
provided telephone service from an exchange other than the one from 
which he would normally be servod. 

FEATOR! QROOPB: General categor ies of unbundled tariffs to 
stipulate related services. 

Feature Group AI Line side connections presently serving 
spec ialized common carriers . 

Featur e Group B: Trunk side connections without equal 
digit or code dialing. 

Peat ure Group C: Trunk side connections presently serving 
AT,T-C. 

Peature Group D1 Equal trunk accese with eubscription. 

FORM PSC/CMU 31 {11/95) 
Required by Commieaion Rule Nos. 25-2 4.4 7 1, 25- 2<L473, and 25-
24.480(2). -19-



actual (physical) location of an IXC's facility. Replaces some 

applicat ions of the term "demarcation point." 

PR~Y SERVICEr Individual lina service or party line service. 

REBELLERt An IXC that does not have certa in facilities but 

purchases telecommunica.tions service from an IXC and then resells 

tbat service to otha.rs. 

STATIOWr A telephone instrument consisting of a transmitter, 

receiver, and associated apparatus so connected as to permit 

sending and/or receiving telephone messages. 

SUBSCRIBER, COITOXElt These terms may be u••d interchangeably 

herein and shall mean any person, firm, partnership, corporation, 

municipality, cooperative orqani~ation, or governmental agency 

supplied with communication service by a telephone company. 

SUBSCRIBER Lint The circuit or channel used to connect the 

subscriber station with the central office equipment. 

BWXTCBING CENTERt Location at which telephone traffic, either 

local or toll, is switched or connected from one circuit or line to 

another. A local switching center may be comprised of several 

central office units. 

TRUNK: A communication channel between central office units or 

entities, or privata branch exchanges. 

FORM PSC/CMU 31 (11/95) 
Required by commission 
24 .480(2). 

Rule Nos. 2!1-24.471, 
-21-

25-24.473, and 25-
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Re: APPLICATION FOR APPROVAL OF ASSIGNMENT OF EXISTING CERTIFICATE 

V l)car Administrative Staff: 

~ NEXTLINK Communications, Inc., NEXTLINK Florida, Inc. and Chadwick 
Q ~ Telecommunications Corpomtion present an originnl tmd six (6) copies of the cnclos~:d 

~ \v Application from Chadwick Tclccommuflicntions Corporation to NEXTLINK Florid:a, LLC. 
r.. _ ,}/ Also enclosed is a check to cover the required application fcc of:$250.00 An extra copy of this 
yv.rg.,.- filing is enclosed to be date-stamped and returned to us in the sci f-addrcsscd, post.tl!c paid 
~envelope enclosed. If you have any questions rcsarding this tilinl!. plc.J5c contact tin: 

undersigned. 
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II f() Tm r -, II 
OMI>IM l'l o r idn Public Sorv i co eo-1oaioo I 

1 ~·• Oivi o ion of AdlliAiotrotion I 
I 2540 Shumard 04lt DJ.vd . , Gunter DJ.dg. 1 
I ; L T41laruusoco , l'L 323 99-0850 _j I 
I I • • 
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APPLICATION BY FOREIGN CORPORATION FOH AUTIIOIU7.ATtON 
TO TRANSAC I' ilUS INJ<:SS l N FLOIU DA 

IN COMPLiANCE WTW SECTION 607.1503, FLORIDA STATUTES, THE FOLLOWING !S 
SUBMITTED TO REGISTER A FOREIGN CORPORATION TO TRANSACT BUSINESS IN THE 
STATE OF FLORIDA: 

1. NEXTl.ltlK fl.ORI OA INC. 
(Name ol 001Jl01100ri: mustlliaUdi lhi wold ' INCORPORATEb' . 'COMPANY', 'coRfSORATION', orwOiiiS or 
ebbre...tlltloos of like Import In langu-oc as wiU dcarty lnclk:atc thlll hIs 8 CXY.pOmllon Instead of u nlllural person 
or partnership If not so contained In the name at prosenl.) 

3 11 1 I R 1 1 7 '•II 2 . Waohington 
(Stolo or countl'( u1'1Jor tho law ol which 1t ls lnoorporatoo) - (f'Et numiA:r, II appli-cable) 

4. 9/ t ;{97 5. 
(Oate of inCOfJ)Or.IIIOn) Ur&uoo· Year eo<p Will cease to eXIst or •perpetuafl 

6. 11/97 
(Date lirst tmnsuctCd business In FlOrida. (See sedlons 607. 1501 , 607 1S02. and 817 1S6. F.S.)) , ., 

7. --~I~)L5 ~1~0~8~tl~'~"~v~····~N~·~E~-~~ ~S~uul~t~c~8~1~0~------------------------------
11•' I]I'VUI' IIA 98004 

(Current mailing acldnlss) 

8. Oprra t e te l t•comrny n{ ( iH tqns scry tr t• 
(Purpose(s) of corporal! on authonz.od In homo state or oounll'f 10 be en moo o>U1 In the ~tme of 
FIOtidG) 

9. Name and sueet address of Florida rog;sterod agent. 

Name: CT Corpo rAti on Svurm 

Olflco Address: f 20 0 So uc h PI tw 1•1 and Rg,)d 

10. Registered agent acceptance: 

• .J ., 
' • 

I 
- I 

c.n 

~ .. 

I ., 

Having bOOn t18171od OS rog/Siorod D900l Ol'ld IO OOOOp/ S«\'100 of JY!XXISS IOi tiiO li!JoVC SIOtod COf1)0fTJI/or1 Ot tile pi:JOO 
dosignatod lt~ ll!ls oppiiCDIIon I llcreby oocopl tho appolnlmort os rog/Siorud O!JOfll 011d B{TUoJ to o-:t In tflls capacity I 
fii'IIHX o(Tuc to comply .... 11h the PfO"{:siOM ol all stBI~es ro/111/wJto 1110 ptOpcr and oomJ'II''Ic pctfonnanoo of my dut•os. 
and 1om f:J11uliat ....,It! and ooceplthe obligation of my posit/Oil as fV9:S::orod agcrt 

(Registered ogcnl's ~taturc)(Oifor...., -.., 

·~, r· '.\, ) .c ~ rf'',\ I·-~ 1 ·\~ ,;,..1 .vJ 
Yllll ~i111 "'i nJ titlo• of Otht •••) l!.L 7111'1 I 11/16/1'1<1) 



.. 
Troasuror t:.v!..''-..!"~· "!.!'.!"!.!'.:··.::•'::."_.:..' ·:::·":..:':...:•:..• ----------. Address. I 55 I 0111 h Av•• 1 J!.L.f.J....._jutt.~.,t "!:....!1.:.;11!..!1.:..• ------- -

Ill' ll rvu~ WA 'IIIOQI, 

NOl E: If necessary, you may a11ach an addendum to tho apphcaltOn list.ng add•tional offiCers and/or directors. 
tli" XTI.1Nh II.OJHOA, INC. , ,, \.l," tdn~tnu t.atp•H.If H•ll 

13 . =-- L 
alfman, or any o 

14. »yR. ~RUC[ EASTER, JR .• It ~ S~c r~cdry 
(Typed or printed name and capacity of person signing application) 

(I LA ?\89) 

'., 
- l 

• • 
I 

. -J .... ... 

. . . . 
-­.. ... 
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ARTICLES Of" INCORPORATION 

OF 

NEXTLINK FLORIDA, INC. 

FILED 
STATE OF WASHINGTO N 

SEP 17 1997 
nALPII MUNnO 

SECnUAflYOr ~IM[ 

Pursuant to RCW 238.02.020 of the Washington Business Corporation Act, the undcrsigncxl 
does hereby submit these Articles of Incorporation for the purpose of fanning u busincs.~ COil>Orntion 

ARTICLE I 

NAME 

Tl11.: name of this corporation is NEXTLINK FLORmA. INC 

ARTICLE II 

PURPOSES 

This corporation is organized for the following purposes 

To engage in any business, trade or activity which may be conducted lawfully hy n corporntion 
organized under the Washington Business Corporation Ac1 

'\RTICLE Ill 

SHARES 

This C011mrntiun 1S authorized to issue one thousand ( 1,000) shares 1>f Ct>nnnon slllck with no 
par value 

ARTICLE IV 

PJWJ~PTJV!~ RIGIITS 

Each Shareholder shall have preemptive rights to acc1uire atlditiOIL'll shares which may bc is.<u~'<l 
by this corporation to the extent preemptive rights npply to such shMcs under the Washington Uusiness 
(" ••rporation 1\ ct 

ARTICLE V 

NO CUMULATIVE VQTitili 

At each election for directors, every shareholder cntitk ... l t<J \'Ole at :.m:h d~'l'tion h.'-' the ri!(ht 
to \'Otc in pc1son or by pro")' th.: number of share.~ held by such shan:hol.lcr tiu a~ m.rm J"-'1:.<111' a ~ 
thc1c ~rc drr~'CWIS to he <·k-ctt'tl No t:umulntivc voting fiu directors shall"' JICIIIIIIt l'll 

,,J( JIl l J ;\' U I'C t H<l' U<A II\ l S - l'"f1-' I 
I Jlol K-'S ,~.''" "'' \t tJ l)()t' 07 I-I •n 



ARTECLE X 

INCORJ•ORATO~ 

The name and address of the incorponuor are as follows 

Steven J. Hopp 

Address 

10500 NE s"' Strcet,l/ 1300 
flcllcvuc, W 1\ 91!004-4300 

ARTICLE XI 

LIMlTATION OF DIRECT()RlL_LIAil U TY 

A director shall have no liability to the corporation or its shareholders for monetary dnmages 
for conduct as a director, except for acts or omissions that involve intentional misconduct by the 
director, or a knowing violation oflaw by the director. or for conduct violating RCW 231) 08 3 10, '' ' 
for any transaction from which the director will personally receive a benefit in money, propcny or 
services to which the director is not legally entitled If the Washington Business Corporation ;\ et is 
hereafter amended to authori.ze corporate action fun her eliminating or limiting the personal liability of 
dir<.'Ctors, then the liability of a director shall be eliminated or limited to the full extent pcrmincd by the 
Washington Business Corporation Act. as so wnendcd. Any repeal or modification of this Anic.le shall 
not adversely affect any right or protection of a director of the corporation existing at the time of sucli 
repeaJI or modification for or with respec.1 tu an act or omission of such director occurring prior to such 
~M~~~ ' 

ARTICLE X II 

!NDEMNJFJCATION Of DIRECrGRS AND OFFICERS 

Section I. Rislll 10 Indemnification. Each person who was, or is thrcaten<.-d 10 be nude a 
pany 10 or is otherwise involved (including, without limitation. as a witness) in auy aclllul or threatened 
action, suit or proceeding, whether civil, criminal, administrati\'C or investigative, by rc.a.wn oft h.: fne1 
that he or she is or was a director or ofliccr of the corporation or, while a director or oflicc.r, he or she 
is or was serving at the request of the corporation as n dirce1or. trustee. officer. employee or aBcsll ol 
nnnth.:r corpomtion or or 11 pnnncrship, joim v.:nturc, tnrst nr uthcr enterprise. inclucllny service with 
respect to employee benefit plans, whether the basis of b1lch proceeding is alleged ttction in an <>lliciul 
capacity as a director, trustee, officer, employee or agent 111 in any other capacity wlulc :.cl'in~:- as n 
di11 .. 'Ctor, tnrstee. officer, employcc or agent , shall be indcnuulk'll and hdd lumnlo~ by tl~<· ~~~~pnratnm 
tu the full extent pcnnincd by applicable law as tl1cn in ellect, agninst all expense. llnlulrt\' and lus­
(inducling auorney's fees. judgments, lines. ERISA excise t axc.~ or pcm\l tiL'S and amount~ to b.: pard rn 
scnlcmcnt) actually and reasonably incurred or suflercd bv such person in connect:on therewith, and 
such indemnilie<~t ion shall continue as to a person who has ceased to be :t director, tnr~il'C. olliw, 
employee or agent and shall inure to the benefit of hi~ nr her h~irs, CXl'l,rlnr s nnd allmuu~tr .llnr~. 

\)OICI.J$ 01 tM'ORIIJkJ\llOJI• r•cr J 
I •J)oC::-.~ lSi'JlfJ X'J AOI UOC 07 1 .. 1")7 
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provided, however, that except as provtdcd in Section 2 of this Anicle wtth r~IICCl to proco:chngs 
seeking to enforce rights to indemnific:JIIOrl, the corporation shall mdcmnity 11ny such person seeking 
mdcnulification in ooMection \\1th a procccdmg (or part therlX>I) irutiatcd by Mrc.:h person only if suclr 
proceeding (or part thereof) was authorized by the board of drrcctors of the corporatron ·n u: nght tn 
indemnification conferred in this Section I shall ben comract right and ~hall rnclude the right to he pard 
by the corporation the expenses iflCirrrcd in defending any such proceeding in adVl\nce of rls final 
disposition; provided, however. thntthe payment of such expcnsc.~ in ndvnnce nf the fi nal d;.position of 
a proceeding shall be made only upon delivery to the corporation of nn under taking. by or on behalf of 
such director or officer, to repay all amounts so advanced if it shall uhinulld)' he dctcnnincd thnt Mrch 
director or officer is not entitled to he indcnutificd under this Section I or uthemi~ 

Section 2 Right of Clainll\llt to BnngSuiJ If a claim under Sectaun I of tlus Afliclc is not 
paid in full by the corporation wrthin Sl:\lY (60) days aJler a wriuen claim lm lx:cn rcccivo.:d by the 
corporation, except in the case of a dairn for expenses incurred in defcndm!( n procccchn~t 111 advance 
of its final disposition. in which case the apphcablc Jll'fiod shall be twcrlly (:!U) dar~. the d dmtant rnav 
nt nny time thereafter bring suit agamst the wrporation to recover the unp:ud amount of the claim ami. 
to the extent successful in whole or in part, the clairiWlt shall be cntitlt'tlto he l'·''lllll"' the expcn~ uf 

prosecuting such claim The claimant '"·'" he prc.-.umcd to II\: cntillcd tn uxtenurilic.uion under this 
Aniclc upon submission of n written claim (end, in nn action brought tn enforce a claim for c:cpcnscs 
incurred in defending any proceeding in advance of its final disposition. where the rl-quircd undenaking 
has been tendered to the corporation). and thcrcnflcr the corporation shall have the burden ofp.roofto 
overcome the presumption that the clarmant is 1101 so entitled Neither the failure of the corporation 
(including its board of dirCClors, tndtpcndent lcgill COUIUCI or its shareholders) 1<1 haw,; made a 
determination prior to the commencement of such action that indcmnrlicatron nf or rcm1burscmcn1 nr 
advancement of expenses to the claimant is proper in the circumstances nor an actual dctcrrruna tion by 
the corporation (lllCiuding its board of drrectors, independent legal counsel or its shrueholders) that the 
claimant is not entitled to indemnification or to the reimbursement or advancement of e~penscs shall be 
a defense to the action or create n pn:sumption that the claimant is not so entrtlcd 

Section 3. Nonexdu$ivity ofRmlus The right to indcrnnilicatron ru1d the payment of c'(pell.o;(.~ 

incurred in defending n pr\)CC(.'<Iing in advance of iiS final diSJXlSitinn confcrrc..'d in this Anrclc shaJJ not 
be exclusive of nny other right which any person may have or hcrCilflcr ncquirc under any swtulc, 
provision of the Aniclcs of Incorporation, l:!ylaw:~. ngrccmcnt, vote of shnrchulflcr ~ "' tlisinlc:rcstcd 
director~ or othc1wise 

Section 4. I!!SIJO!OCC ControCls and I·UIK!iM ·n ,e corporation m.1y m:untrur. msurancc. at rts 
expense, to protect itself and any direc1or, truStee, ollicer, cmployc..-e or agent of the curporation or 
another corporation. pnnnership, joint venture, tn1st tlr other cntcrprisc Ol)<lrru.t anv c\pcn.-.:. liability ur 
lo~~. whether or not the corpomtion would h.wc the power to indenuufy MJclr flCrM)'I agruns1 wd1 
~·\pen!>.:, liability or loss under th.: WllShmgwn llusiness Corporation Act 01e Cllrllnratlll ll 1113\' 

"ithout fun her shareholder action, enter rnto l<llllr.tl'tS with :UI\' dirccwr 111 nflitt•r uf tht• uul""·''''"' 
in lunhcmnce of the provisions of tlus Anrclc .111d 1113)' ctcate a tnr<a time I. ~1.1111 .1 .... ..:ur llY mtcrc>t or 
llo;(.' ut her means (including. without lumt.l'""'· 11 lcuer of cr~-dit) tu crhwc tit,· p.r\ rncnt uf "~''" 
Ullllllllttl~ us 111uy ll<: nc..-ccssary to elll-ct indcmrulicJimn as provided in thr~ J\rt1dc 

\Uih I I \t •l IM t•NI" Uf ,\lh•'l I'"'U'" 

1 J••' ""'" • ·•-"Ill uoc• 071 <~ "H 



CONSENT TO SER.Vf.AS .BlliJISl]B.IJ[)....i.\.Ql;NT 

DWfiW Corp., u Washington corporation, hereby consents to SCfVC as Registered Agcm, in 
the State of Washington, for NEXTI.JNK FLORIDA, INC DwrR&J Corp understands that as 
agent for said corporation, it will be responsible to receive service of process in the name of said 
corporation, to forward nll mail to said corporation, and to immediately notify the office of the 
Secretary of State in the event of its resignation. or of any changes in the registered office a-ldress of 
2600 Century Square, 1501 Founh Avenue, Scalllc. WA 98101-1688 

Dated as of September 16, 199i 

\N. I JC IL\ UIIS("UHI'OUI\rHJN • rA(!'ttJ 
I Uon.-~•Jf'Hft.J~') "'\UIIMK.• U7/ J4 •)1 

0\vrn&J COR!' , a Washington corporation 

2600 Century Square 
150 I Fourth Avenue 
Scaulc, Washington 98101 - 1688 
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As rilrd ,.hh th< St cu rlllu and Enhance Commhuon on No• rmiJrr 14, 1997 

UNITEU STATES 
SJ::CUIUTIES ANI) EXCIIAKGJ:: CO~Il\I I SS ION 

Washington, nc 20549 

FOit,\1 ID·QSII 

QUAHH; RLY IU:I'OHT UNJ> W SECTION IJ Olt 15(d) 

OF Til E SECUIUTIES EXCHANGE ACT O F 1934 

For the quanerly period ended September 30, 1997 

Couunis\ion folc numb~r\ ;n .. l(j(J3:; ol·4(rfl3·01 

NEX'I I.INI-\ Conuuuntcattutt\, Inc 

NEXli.INK Carut.11, lm. 
(EJ.nCt nnrnc of small busines~ rs~ucr n\ specified in il\ ch~11cr J 

W:~shinston 

Wnshint~ton 

91·173lQ:! I 
?1·1 7 1(o06Z 

(Stnte or other jurisdiction of 
incorporation or orsani1ntion) 

(I R S. lrnpln~ct 
ld~.:otlfi-.:.IC•'m ~..; ~, , 

I ~5o JOSih A\ cnuc NE Slit l'loor Ucllcntc, WA 
(Addrc\~ of princir:~ l cxeculi\'c ofticc~) 

(·12)) 519·8900 

9S004 
(Zip Code) 

(Issuer's telephone numbc:r, rnclmlin~; ;~r,·~ code) 

Chcet.. whether the issuer (I) h3S fi led all rcpons required to be folcd b~ !>cellon I J or I S(d) of the Sc,uritres 

Exchnnge 1\ct of 1934 during 1hc preceding 12 mon1hs (or for such shoncr period lhntthc issuer wns required to 

file suth rcpons), nnd (2) hBS been subject lo such filing requirements for the pnst 90 day~ Y cs X Nn 

A' nf NnH·mhrr I. 1'1'17, the rtturtl'<'r nl •hnrr< ul ( IJ\' A "'"I ( ' ·"' II' """"" " >h"-1. 111 I' I :\II IN" 

; '""""'""'·'''""'· I"' 1\>trcd ami out>t~ndrng \\JS IS,S52,67F Jnd J~.·lOC.,5:!J. rc~pcc ri<cl~. and th(rc ""''· I.Ct hi 

sh~r~• of common stock ofNEXTI.INK C~pita l , Inc .. all of which 1.000 ~ha:c< w~ r c h~id b~ Nl :\ I I It-i f.: 

Communic:uions, Inc 

'I' Ill' h. ( ;,;u•.•l 11.\.- n~~o•, .. l llh.'\:tl1hllltela:' \..:'1 f,,rlh m (,,u\.'r.d L1 ·ru J,,,.,(·(l)' l).w.' d•t• t I • u tn 4)'-: 

.111d '""th,. ,,. ;,\·,· li l111 :• llw" I,.,.., \\1111 lh\.' h.'J'''"'J J,.,_.:f,huh: lurm.u 
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I'AllT I. 

Item l(n) 

FI.NANClAL LNFORMATION 

Flnnnclol Stntc·ncnls 

NEXTLINK Communications, Inc. 
Consolidated ll:l lnncc Shccls 

(Dollars In 1housand1, tlC<pl prr sh~rt amoun l>) 
(Am ounlslS of Srplembcr 30, 1997, a re un~udil rd) 

Otctn1bcr l l. 

1996 

s-~111cruhrr JO. 

ASSETS 
Cuncnt ancts 

C&.!h ond c.uh cquh·•knu- ...... .. 
1\' Jrl cubk Stcuriti« ...... 
Account .. rt:c.:i\ ;a;bk. rn:l 
Olh<t 
l'k.Ji:CJ SA:(UtiiiC'i 

1"ot.ll cun~nl 3S~~Is ... . 
l'lcdocJ securities .............................. ... ........ ·--· .... . 
l'top<ny and cquipmcna. net. ........................... ·- •.. ·-··+ , 
Goodv- &11, "'' ........................................................... ........ . 
O:ha .u~u. net 

ToiAIU><I< 

• U>n1inurd .. 

76,807 
n ,7 1J 
7WS 

..07 
il) 11() 

171 ,90} 

~ 1.668 
97,78~ 

24.110 
l5,2Uo 

J•Xl.loS) 

~ 

s 

1?97 

144.088 
U..HS 
IU,O~S 

SiS 

-••..:~1! 
~11.4 )1 

41 ,& 16 
1%.0 11 
S !. li S 
l"!~Hf· 

~~u, ;t.:u 

l'r o ,..orm' 
Scplcnlbcr JO, 

1?97 ( I) 

i 760,Gn 
7to s~s 
10 o>~ 

~~s 

-II Sl) 
-~..,Hi:u 

•1 .6:t, 
~ ~~.0 11 
}!.liS 
.; j f\Hit 

s 1.i1"1.h~!\ 



. . 

NEXTLINK Communications, Inc. 

Consolidated Scactmc:n ls of Opera tions 
(DoHan In tboutandt, u crpl Jltr t harr a mounu) 

(Una udited) 

Cosu and o pcntu 
Oren~ ins 
Scllm(. £Cf"Ctlf 11'\d ~dmlnUif.IIII\C 

l kfcrr~d c:omrcnultOn .. 

l)cprccuhon 
Arr.onal..lt.on 

Tout cn\ll anJ c t.pcnwt 

lnt(tOIIntomc 

lntCfC\1 C\.pC-ft~ 

I nl\ bcrorc amnNII) anrcrcm 

~ltO.ttll) lnlCICU\ 1ft h)\\()( COnW.hd.11cJ 

)Ub~ldll.lfei . 

JltcfcrrtJ sl('ld . dt\ •\1cnds 11nd :~ccactton of 

r1dcncJ ~·.,1 rcJt:mruon Obltr~tit.lO 
tr.d,;J~nr •h·Jc ctJilt 

Ncalu\\ a~phc:blc 10 common sh.:ucJ 

Pto f'orma· 
Ntl I on rcr share ................................ . 
::,h&:C'$, UJ(J In cornruu.tion O( f'IC fomu 

Mllon rcr $lwt ,_ -

Thrrc lltontht Endtd 
Stpltm btr JO, 

1996 1997 
6~9 s IJ.l90 

6.641 1),916 
~.011 19,lli 
4,SOO J} l 

2,HS ).&?~ 

1.011 I lo 11 
] I,IJIU IY,f/1 1 

(16.131) (~).707) 

4.11) ·.~08 

(IUUJ (10,7~bl 

(2J.tl00) C' l,t,l\) 

93 w 

S (H,SOl) s tJJ,mt 

,, .. -t\1 

) _!:.! 1\ IJ 

~ _{t_OA) 

J9.1H)2b 

Nlnr lllonlh• End ttl 
l>tpltmlnr JO, 

1996 19?7 
IS,YW S J),OSS 

17,4 7~ 

~ "''! 
4,M I 

4,') 12 

nh' 
)0,\fl"• 

lli.S "•l 

1,7 1 ~ 
(~J):ut 

141,1) lj 

"'I 

S tH,ll)) 

J!,IH 
.\ .• 21 

l,4 . ... 

'1.'))]' 
1 .,., 

II>J.IU 

I~'. IN) 

II.J~'J 
11~714) 

(~!.)~·· 

HI 

~ r~:.H.,, 

•" , ... j 

~lll•,fJi) 
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NEXTLINK Communications, Inc. 
ConsolidiiCcd SCIICCmcnls or C:~)h Flows 

(Dollars In thousands) 
(Unaudlt rd) 

i'\inc lll onllol J:ndcd 
S tpltmbcr 30, 

Or£1\AliNC ACliVI TIES 
Ncr lon 

A 1Ju\1mcnu to rtconcilc: ncllon to net c.a.\Ja u\Cd m C\f"(uhnr 

~ .11\lk'~\ 

tJ ·(.:ntd COft\f".~~htJn C\pcl'loe 

I quo I) on lou o!ollih>I<S •. 
tJ:;ra•JIIon .a1J )n~ll~llon 
:ohnolll) enlcrnts 1n lou of consoh~.itctJ ~YbuJuttu 

Chan•u •n a.ncu &."'IJ hJbihtifi., ncl of cfrccu from acq~·~~~~on) 
Ac,ounu rc(Ci\Jbtc ......... ,,_,., .......... . 
Ort.cr "'"" . . .......•.... .......... .... .. ,. 
ActUtlf'lti rJ~~blc ····~ ...•... , .......... . 

Au. rued C.\p<nS<s .1nd other liJbiiHtel . 
Accnrcd lnrcrc11 p>)ablc .......... . 

I~\ I ~ 11:0.(1 ACl f\'ltiCS· 
r urcl•.u< or rrorclt) and equipment ··-
r:uas'>(U acquu<d on buStncu and &U<I K'jU"IIoGnl 

(n<l or u sh acquu<d) ---·· -·· 
C.ath "'''~r;a-.n (rom c-scro"' lo be uKd tn bu\tncu 

lh•'" 

J r,\ ~ ' • 1 tn u h·•' ·•hJ~h:d ~rt'ii ·~ICJ 
l1"h,h.UC c'll JUCloft;~J )((UIIIIC$ .. ~··· 

~IJIUIOI) or p(<dr<d I((Urllie> ........ ... . 

l'urchii.\C a( m:ar"ciJblc sccuri1ics. net ................. , , ..... .. 
Ncl Cll>h uS<d In ln1<11on& ocdvilios ........................................... . 

.. Conunucd .. 

1996 1997 

s ( 41.)))) 

; .. ' 

O.'HJ 
~~ q , ••• 

(t, ~I)J 

bl! 
_ Itt!!' 

~~ : :I 

tl· •. • 

... 
I •• 

S CKl.HG) 

I .Cl'l 

l.fo\\ 
t: .tffl 

CHIJ 

(I/>'•'' 
cMn 

,, •. n~) 

~.<oO I 
111,1115 

"·'" (\'1.~111 

•~.o :•1 

t2K,KI11 
(141 ,4'10) 



NEXTLI NK Comntunic11 1io n~. l nc. 

Nolt$ 10 l nltrim Consolill alc.-d Financiml Sl ~h·mcnl\ 

(Unmudllrd) 

Th< consolidactd financi1l sl>lemenu tncludc lhe aaounl\ of t.:Uili.INK ConununiC3hon<. In< • • 

Wuhlngcon cofTIOrolion, and iu majority-owned subs1d1mn (collcCIIvcl) 1cfcncd lo n\ I he Comr~ny) I he 

Company. lhrou&h pred"<uor enthi.s, wu fonned un S<plem~r 16, 199•1 •nd, lhrounh 1b suh1hJI3rlu. pro• 1dn 

comp<liliv< locall<l<communicalions ltrvlcn ln "ltclcd mar~eli In I he IJnllell Swrs 1 hr C'ornp>nv 11 • "'~J""" 

o"'n<d subsidiary of F.aale River lnvcslmcnu, L LC 1f:agle R1\Cr) 

The Comp>ny's financial llalcmenu include 1~. of 11>e assc11. lo >bo lolocs and ocsull.> of upcul•ot" ••I 

sub~idi:uics in ''hich the Cnmpany h;u a conuollln~ tnlrrt'\1 t1f ~·rc.ucr th,\11 ~0~. "I hr '"' m t\1111' mtt'rt\h ,,1 '' 

OlhCI IIICni~IS Or f13Mntl> in SUCh SUbltdiatiCI Ate te0C\IC~ J\ 111111"111\ WICIC\11 I he ( ""' I'·IIIY\ 111\C<Itll\'rll It 

T<l<communiC>hons o ( Nevada. 1 .. 1 • ..: (Ne•ad•). • hmllrd h•luht) C11111~~n' 111 v.hich the Cumrw>) hl\ • .so 
ini(IC\t and \4htch opcr3.1(S a n t'f\\ OJl th:u '" m.1n1bcJ h~ d.r (umplM) tn l .l\ \'c1;.n. ~c\J,J.J. 1\ Ju.• antrl.! lt1r '' 

lhc rquu• me1hod All opcralional SI~IISIIC! ol lhe Com~n) onc1u.1rd '" rhl\ ltc~rl•ncludc ICIII"o of lit< Of><!Jiu•n•1 

SI3Uslocs of N.v3dl lnveslmenl! in cnllll<l '" ,. hoc!l 1hc Com ran) h>l •Oitnl\ lnlcrcsiS of nell more l h~n ]0' • 31c 

accounl<d for on 1hc cos! nlCihod. All significant inlcrcomr~n) Accounu nnd ltotouclions h>vr hcrto elu11 mll<d 

The inrcum finlncial slmlcmcnu ha•c ""en pt<J'lrtd '"'l"•ul Judu. punu•"' !tithe rule> Ollllt<t:ui>IJUII\ Ill llo• 

Sccurilocs and Exchange Co"'lmiuton Ccna111 onfonna11on :ar.J f<l<llnolc d11closuru nonnall) >ncluolcd 10 fin•nC1•I 

)l.tcrnrntl pr<par<d in accordance '"'h gcncroll~ ace<~ICJ a<eounlln:• pronc1p1cs hJ\c 1>r:rn condcn\<d or "rnmrJ 

pursuanl ro such rules and regulations Thu c condcnscJ conl>.~1rd>ICJ fin>nctJI llllemcnl\ :r.ouiJ be re.•d rn 

conjunclion wilh lhc mudilcd consolidated financral\131<n>(nU >nil nNe\ !herein ll>cluok.l '" 1he \omp•n)'> I '"'" 

10·1-:S U as fi led " ilh chc S<curilies and Exchange Comnllnton on March 1·l. 19'17. 

The fin311Cill tnfunnllion included hcr<rn rc0<CU all adJUSIInrnh (COnSI!Irn& only Of nonnal ICCUII IOf 

adjustmenu) "'hich ;uc. In the opinion of managrmrnl. necn»l) loa f•11 fltt lt nl311on of lhc rcsulto. for mtcum 

p<r iods The rcsuhs of opcr.~liotos (or lhc 1hrr< and niRC' onnnrh r~, ... f crHk<1 Scrlrm1•-r 10. I''''' ,,.. 1 ·• 

nccculnly •nJIC;\11\C o(Jhr rc~'Jh s :o h~ C\Jlt,ltd fr.r 1'.\· fuU ,, ... , 

2. S .. m l'l .ll ~ o r Si;,:ulntnn l AC(OUnling l 'ollcitt 

Pro Forma Net IMJ Per Short 

Pro ronn• nCI loss per sh;r< has bern computed u>ing chr nun>bcr of '"~"' of contmon )lOCI. and f(ln1mon 

srock cqui•·alcniS ouu14ndlng using <he ttruury ''OC~ mrchoJ l'ursu3tol 111 !)ccurilicl and EACh311J;C Comrnmoun 

S14IT Accounting llullcl!n No. 83, shlll<S issued and llock opuons grant<il a1 JliiCCS below <he inilra1 pubhc offcrrnr 

pric< o( S 11 p<r sh:u< during <he cwdv<·mon<h period pl«rJm~ che dJic uf the inili31 fihnr nf I he Rcr1111 Jlllln 

St31cmenl h3vc b<cn included in the calcul.\1ion of commt>n 1111cl <•1u" Jl<nl >hJtrs. "''"I' rr,c u-.,ur) '"'" 

mcrhod, n\ t( such shllH"\ and np1ions ''trr uuhllin•llriJt fm a1IJ'I<'Ihh.h J'lfC'\t"tHt•l 

Jo .. 'dnt.._• 7Uh'J 

r•uor h) J..tntJl(\ ,j I. 111'17. I he: CompJn~ \\.l.S O'f.Jnii~J <l'IJ (•r<e.ur~t ;.I\ .. lumlc,t h ,t.altl~ 't t1'li!'.J I\ , • .lt \\ 

d.l,\lft~o•,1 .ut.t IJ\ ~o·d ·'• 1 Jl.lt'IU.'t\hiJl h•t J('.krJI.mJ \l.ltr llh.t''''"" t.t\ P•UJIIOh' I (1\_·,u\,. Jdtu~f\. l''. II 

(. ~•111p Ill\ It '.Uih' 'lll•r~'\.l IH kJ~,•tJI.suJ )t.H~ lfl· ''flh.' 11\\'~ t J tt\•,lh. .h .t l ' t.•tll H,\thm 

J ho' t ol ~ "1\ •'• otlllflh ftH lth'tl'~ ,• I \\to • I 11 .._, f '1•! tl t 1 tl\ 1 It 41 ••1 

\ ••• I'll '-%11! I \.11 lh1} \,,,,~tlllll•t 1tw (.._ J' t'-1 ., IIIII "I Ill ·I'• 



lUes be dclcnnined based on lhe eslimaled fuiUr< ltJC efTcru o ( differences bel ween lhe fi n1ncbl $1nlemenl and LU, 

~u or asscu and liabililics given the ptovisioru or the enamd w lav.s 

The conversion of the Company 10 a LaJ<able corporal ion tcsuhed In ll1e Company tecordin& fu lly reserved nel 

deferred lax an eu. Major hems clvlng rise 10 de(CIT(d Ill ustU included dcfencd cornpcnu llon and ecn .. 'n 

opcraling upcnsu eapil.lliud for LaJ< purposes. Managcmcnl bchcns 1h11, based on a number or faclou, 1he 

available objec1ive evidence crelled suffidenl uncen.oinry rcgordmg the tcaliz.:uion o( net dcfened Ill usets 

Accordingly, a valualion allowance was provided for 1he ne1 deferred we ancu or ll1c Comp~ny. 1l•c srou arnounl 

of dcfencd lax IISSCIS Is no1 malcrial In rclllion 10 the Company's financial sulcrnenu ulen as 1 whole 11oe 

Company in1ends 10 make the required annual disclosures or SFAS 109 1n iu consolida1ed financiai•IMcmenu as or 

and for the ye.u ended December ll, 1997. 

Stocl ·DnJcJ Com~tUurlon 

In Oclober 1995, lhe Fmancial Accounlln& !.IJndallh llnJIIII \Ued \wcmroll Nu In. ''Acwunlmr lut ........ , 

IIJ\cd Compcnsalloo." Under S1a1emen1 No. I H. slocl.·bued compcniJIIon c~pcn\c "rne1sur<d usm1; c•1hcr 1hr 

muonsic· . :lue melhod as prc.sc ribcd by Accounlln& l'nnciplu Uoard (A I' ll) Oplmon No 25 or lhc r.u ' Jluc 

mcdood dcscnbed in Sl~lcmcnl No. 12). The Comrany hu chosen 10 acc<1un1 for cornpcn\JIJOn <••II JU<KIJICJ "'1111 

lis s1ock op11on plans in accordant<"' llh AI'O Opmion No 25 

3. l ncn rporo lion 

On Janu:uy 31, 1997, NEXTI.IN~ Comrnuniuuons, l. L C "IS rncrrrd v. 11h and mlo ll1e <:omp111} m a '-"•fret 

1ranuc1ion In th~l mer&er, lloe Cl~s A membership mletCSIS n( 1'1;>.1 LIN~ Cummunitallons, 1- l. C \\trC con><rteJ 

in1o Class 0 common s1ock, options to atquite Clan A mcmbcr>hip ullcrnu \\ CI< conVtiUd intO opllons 10 pu1ch:1.1c 

Clus 0 common slock, and op~ions to purchase Class B mcmbc1ship l/lttrt\IS " ere com·cned 1n1o opllons 10 pwchue 

Class A common <lock. The Company's Clus A common s1ocl &.~d Cl~s U common >IOCl :uc 1Jen11c•l m "" 1d<nJ 

and liquid~lion righu, and vote log ether as a single clau on all manm, cxcept iU othel\• uc rcquucd by apphablc Ia", 

with the Cl:us A shArCholdcn enlitlcd to cast one Y.>le per shvc, and lhc CliW U S:Jarcholdtrs cnlillcd 10 casl IU •·otcs 

per shatc. In calculaling lloc number of slwcs of lltc Company's Class U common s1ock ll1a1 each of lloc Class A 

mtmbcn rccti'cd in 1hc merger, the Comf1o1.~Y apphed a fonnu:•thal rcne,ltJ u ch member's rc,alucJ c~p•Uia,cuunt 

b•IJnC< as or J~nu3ry 31, 1997. Options 10 purchJ\C Cl;us II mcrnl<nlup rlllcrcus \\(/C \00\CMcJ "'"' lllc II Ill I. 

r<CCI\C ori•Ons 10 putch~•· sh~res or CIJ-SS II COni IliOn MO<l on. one 10 unc bJSIS As of Stf'ICmh-:r 30. 1\1')7, lh< 

Comran> had 4~.1 )3,600 and 37,606,52) shATCS or Cla.u D common stocl authoriud and outsl.1ndlnj:, IC>p<: llv:l), 

:111d IIO,H4,000 and 810,429 shares of Cim A common SlllCl aulltonu.J and outstAr.dong, ropccmcly In addiliOn, 

there were ope ions lo purdwc 3,381,36-1 shares of Clus A common SIOCI. and opcions 10 purdwc 6S4,8S8 shires o( 

CIMs B common slock ouiSlMdiniJ. n" Comp.tt~y also h•d 25.000,000 and 6,1 08,254 •hotes of l'reftn<J !'.loci. 

authoriud Arid ouul.lndin&. ru~lvcly. 

~. I ' r t f erred Sloct. 

On JJRUIU)' 31, 1997, the Compa11y comple1ed the ulc or 57 u11lhon uruts Cllnmlmr, or (i) ~ ~~. ~""" 

c\Ch:111J;C3hlc ttdccmablc J1r1:ftrrcd i!l3ltl {Prcfcned ShillcS), hojUid~ll\)11 r•cfcrcncc sso J'CI ~\3/(, :Uid (II) COIIIIIIJ'tlll 

\\;m;u\IS 1(1 ocquut '" ll:c aggrcg~le s~. or each clus of OUI>IJRJmg JUnior ~11/CS (;u defined) or tl c CumpJJl) "" ~ 

full) diluted b.uis as of l'cbtUIU)' I, 1998, v. hlch ICSuhcd 1/1 ~10\1 procccJs hl th~ Comp.tt~y or s~~s lllllhoo, :uW 

prO<ccds ncl ofundcl'•·rhlng discouniS, ad••isory fees nnd r>pcn1cs ofS274 rru lhon. lltvuknds ••r• 1he l't<'lcncd :.lwt> 

accrue fiOMI bnU:It) ) I, 1997 .:~~~d : .. e l'l)3blc qulnttly. C()!llnJC mr "" \1.1\ I. IO<J7 .. JI "" JIIIIIIJit••·· ••• I :• .. t II 

h.;u.f.Uhtll rh.·f~h·nc,• lh('rcnf l>i\ id~·nth m:.~ I·· J'lhJ, .1111 ••'llll'\11\\ ' 'Jlllllll, Hit .1U~ .l l\1·1 I f ·l Uh."lll .s ... 

' ''llltiW" •••I•' pr tttf " ' I \.'htu~r:· I, 200.:!. c11lH.:r m \.uh or~\ •nums; .lJ,hln)IIJI Prc(('th:•l '"·t'" ' \\llh .t·• J.;' • ' .1. 

l .. luhfJIHIIl 1\h.'lt.'H.'m' .: -.·qu.tl to lhc nmounl "r r.udt dn·tdcnd 1 ~~~ l•1111r JU\ ' ' r•:'-luu.:J h• ~t.•J..:~·au .all ••I th~· l'1 1, 111. t 

'h u .. • .. "-'• m.J ••.:. ,,u I \.'hru.u: I. :!009 .11 J h.'J'-'IIII'H•Ul I''" ..: , ·lt.• ln r .. ••I 1h.: li~Ut• l lll••'' 11 '' t • 1\ ,, •I 1 ' 

•• ,:. l,,utdt\l lra,Jh•l••' '''·''I'"'' 

.. 



1. StocL 0111lon l'lon 

Prior 10 FcbtuJty 1997, the Com~W~Y maintained an Equity Option Pbn " hich provtded for the gtanlin& of 

cqui1y option interesu In the Company. These option 8J'IIb were con~idcrcd compensaloty and were accounted for 

similar 10 s1ock apprcclacion rights. The Company rcco&nlud compensation expense over lhc vc~lins periods bas«~ 

on 1hc cxuss of lhc fair value of lhc equity opclon inlcrut\, u dclcrmincd by the Adminlsltativc Commincc, over 

the c.crcise price of1he oplion inlcruts. Such cxpcns: "U peuod~t•ll> •dJUSied for changCJ in 1hc (air value of the 

cquily in1cru1 uniu . TI1ese opllon lnlerut\ vcSicd nllbly over a fuur·ye» peuod. ahhough some reldincd vesung 

schedul<s or prcviou• op1ion rlans which, In mos1 cues. vcslcd 20% al cmploymcnl an~ 200/o a1 1hc end of uch 

subscqucnl yc4r. • 

In conncc1ion "' llh lhe incorliOt'Jiion of lhc Company (sec Nou J). lhc Cornp~ny e•lnbh\hcd lhe NI:Xli.INI\ 

Communications, Inc Slock Oplion Plan (the Plan) to rcpbcc the t;qutry Ope ion l'lan and 10 provrdc a performance 

tnccnlivc for ccrtarn officers, cmpiO)'CCS .and .ndtvaduals or compan•u "ho rrov•de scrvl\c\ 10 l~c ('ornp•ny. The 

l'lan pro1•idcs for a he ~;ranlin& of quail lied and non·quahfocd s1ock opltons. All op1inns oulsl.rndrn& under the I.:Kjull) 

Opliun l'l~n "ere rc&Unlcd under lhc new Plan wiah lerms and cond•lions subslanualty lhL urnc as under !lac Equil) 

Op110n Pbn. cxccpl lha; opcion holdal " ill no longer ha•c 1hc op11on 10 rcquarc lhc Comran) 10 rcpurchuc untb 

(or cash upon c>.crc•sc o( such units, nor wlll1hc ComPJn) h>~c 1hc o;>toon 10 rcpurch•~• c.\crcrscd unu.s (or cash 

The Company h3s reserved 4,413,360 shares of Clus A common slock for iuuancc under 1he 1'13n. The opllOM 

sencr3lly I'CSI fl'll3bly over four yeaf$ and expire no latcrlh3n 10 )'C3rS ofler lhe dOle of r rnrll, wiah lhe c.cerlion or 

oparons orasinally &Unled under I he Equity Opuon Pion, "hich c.pirc Is )CMS a(aer I he dale u( tnnl 

n1c txtrcisc p11cc of qualified ilock opllon! gran led under I he l'bn may no1 be leu 1hon lhc f>~r markcl '•lue 

o( a he common shores on lhc dale of &r~nl. TIIC c.crcisc pracc of non·qu•hfied •lOCI. opaiOil\ l ~tonled unJcr lh< l'lan 

m•y be greater or less than the fair markcl value of the common SIOCk on lite dale of srarn, as dclernuncd by the 

Oo;ud o( Dirce1ors in its discrc1ion. S1oclc op1ions &f.tJIIcd a1 pricn below faar mar1:cl value al the date o( &r>nl arc 

considered compcnsa1ory, and compcnllllion upcnse is dcfmcd and recognized raLllbly over the op1ron vcsling 

period bued on the excess of the fair mllrlo:ct valu: of the slock a1 the dale of tt:~nl over the exerciSe price or lite 

option. In conncCIIon with lhc rcgrnn1ing of op1ions under the nc11 Plan, lhc Company rcCIMSifocd the dcfcncJ 

compensa1ion liabillly rcla~in~ 10 compcns>lory opuons issued under 1he l·qurily Opuon l'lan 10 common slocl.. 

saJt<d 3t 3mounls raid 1n nrc wnaining. unrcco~n11cd cornrenuuon n11Cnsc annbul•blc lu 1hcse cumJ>cn; oiOr) 

optrons """ also H'Cordcd '" Jc(cncd comrensa11on. a co:~nua·eo~un~ I·IIJncr. and '"II l·c r«o ·rule~ u. ca 1:oe 

rcmatnang •csunr. peuods o( lhc nplioM 

Durin& the nine months ended September 30, 1997,the Company rccordcd $557,000 and S~92,000 of de felTed 

compcnsa1ion cxpcnK related 10 the Sloek Opcion Plan and Equ1ty Opuon Plan. rcspcclivcly. 

8. Hdol<d l'orly Tnansaclioru 

In Augus1 1997, the Comp,ny •&reed to lend cc:rtaan officcn and employees o( the Comrony an •w q ;alc of 

S2.8 mtllion in conncc1ion "'ith the paymcnl or 1ncomc uxu 1ncurrrd upon che cxctciK or slock opuons Th~ 

lo,ns (a) bear inl<r<sl nl 3 foxed ra1c of 1.i~~. (11) ore secured b) shores of CIJ•s A and C.lass II comrnun sill< I. "alh • 

nllr i.CI ••luc cqu3IIO 1 ) lln1CS lht OOIOtJnl o(lhc loJn and (II a) r<IIUIIC PJ)IIIelll or fllltiCapJI anll >erruc.l uurrr>l "" 

f tl' llJ.lr)' '}6, IIJ?t) lti1( 1Ci1 income rrom lhc tC'I:attcJ p.Alt) 11Utn rnCI\ Jhlr- "Ill he I C'-Uj'UI/1.'41 \!• hen , ... ~ l"l\t''' 

f) Juh :'I, I•J•»7, 1h .. • ComrJn~·~ Un.lfJ ('! O~t .. ·,hu\ .,.n, ,,,,,•J m~ll1''"'"'.:rlt 1u hi .11 ., 1r ,, ,.·,., .. ..,r 

\\ nh tlh' ' ' Uflll ' .uut r v ·h.IU('\.' C"IIIIHIII\\1011 hi ' '''IH1!1 lht I illllp.tll\ h\ 'u.'ll ,, I.\ h.· .. 'tl II ~ I ' \ ' I' ,.,., I 1u-.' I .• 

,., .. 1'''1\lh 



On l\ugust27. 1997,the Com~ny effected a 0.44l ll6·for·l rcvcne IIOCI.splol of the ls\ued ~nd ouutandont 

shares uf Class A 3nd Clau II common stock. All common stock, membershop unots, and per share amounu in the 

consolidated ronbnci~l statements have been adjusted retroactively to give effect to the reverse stocl. srolot 

10. ltcclusilicalians 

Ctnaon r<cbssir.eations have been m~de to proor pcrood amounts on order to conform tu the curtcnt 

prcscn1a110n 

II . Sub\cqucnl E•·rniS 

Fmon~mgs 

On fl<tnher I, 1??7, the Cornp~ny cnmpleled an onitlal publoc off<ring (11'0) of 12,000,000 sharu of Clau A 

com noon stoc~ at a l""c of S 17 per slmrc. In nddotton, tioc unde"•tlten uf the ll'f l •~rr dscol nn hptuuo tn l""olo.o•,c 

2,280,()()(• ad.!ouonal shares of Class A common stocl. at the ume ptlt< ('(r share (iruu J1rootcr.h lo t1uo olor 11'1 t 

touted appro\lmatd~· S2.12 8 million, and proc<eds n<t of ur.dc"Horon; do cnunl\, ad\lsu~· l:ts ~nd e•pcn•:• 

•S£.t<£3t<d a~pro\lmatcl) S226 8 milhon 

Concurr<ntly "ith the I PO, the Company sold $400.0 mllloon on oggr<~ate ptlncipJI amount of 9 SIS~;, !>en our 

Nntc l due 21)07, wh och, nOcr dtducting issue costs, resulted on net proceeds to the Comp.m) of S388 ~ onollou11 

lntcrcllpJ)ments on th< 9 S/8~'. SMior Noi<S life due umi·annually 

On Ottoh<r I, 1997, the Company acquired all of the ouuundong shar<l of Chad11oc~ 1dr,omm.:n ... llu>ta 

Corporauon (Chadwirk), A switch·based long dislllnce resellcr tn central l'cnni)'hanta. tlorough o mcrtcr tr>niDCliOII 

bet" e<n Ch•d••id; and a ~<holly owned subsidiary of NEXTLINK. The purchase price of th• transaction consilled 

of a ~S 0 molloon promisSOl)' note payable, due January I, 1998, tssuance of 2S7,1~1 sh&tcs of Class A common 

stocl , nnd th< rcp•yment of long tenn d<bt and other habihttcs totaling SS 2 mtlloon. The merg~r av«mcnt also 

p,,., e.h·, f•H :,MellonJI fl.l) mcnls o( Ufl to a nlLl\imum o( 192,86; \oh.ut ,,( Cl.l\\ 1\ comnwn )h-,d. 0\ cr :a ''' o ) r.u 

p~tii•J \\ ilh (lh.'\t" fl.l\ III~UI~ bcmg COOIHil)C'OI UJ1011 lhC J 'IIUU('._! (lrerJt11•:t .1. 'IL'' Ill • \f'<\ t11c,fl t,·tfttllll.kft{C" ft•.at 

On No>emb<r I. 1997, the Company 3cquircd all of the ouutllndtn£ shate> ~f Star. 1 cchnuln~;ocs Corporallun 

(Sun). a shared tcn'llll scrvictS provider offering local anJ lon' duuncc se" or<s. Internet access and cuW>mcr 

prcmiu equipment mlU\agemcnt in marl(eu in Texas and Arizona The Com;wty paid COnJtdtr:nion for lite 

lransaction consisting of $20.0 million in cash, 441,336 sh:ucs of Clan A common l tock, and tl~e au ump•oon of 

Sl.~ mol loon of liabilitits, the majority of which will be re paod 
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llern 2. Management's Distussion And 1\n~lni~ ol f Fo n3ncoal Condnoon und Re~ull\ ofOpcr~toons 

OVEKVIEW 

Since ilS inctplion In 1994, the Com~W~y h;u u<Cuted • ~uarcgy of con~trucun1; and ~cquu on& fitxr ''~"'" 

networlcs and acquiring related tclecommunlc4honJ bu~incncs Q, cr thos p<rioJ, the Comr•n>• h;u ~><'cuo. 

development or corutru"ion of, acquired, leucd fitxn or c•ractt} on. or cnrrrcJ onto ar.rccmcrtt~ 111 atquuc hKal 

lclccommun ications ncrworkJ in 30 markelS in II ~ootu 

Tht Company'J primary focus b rrovidong ~" ircloed local and loni "'~"•nee and t nlunccd tllmmunoc•roun\ 

" '" " u 10 sm•ll and medium Jiud commercial cnd·uscr cu>romcn As of O"obcr ) I, 1?97, the Corn1••n~ 

provided services In 24 of i!J 30 matktl$ . The Comp~ny piJns 10 acqu11c, buold or de \ClOp nciiiOII.l tn nc>\ arc~1. 

upand ilS curr<nt ncrworks, and also uplorc the acquisition or liccnsong of addolional cnh•nce,t cunomunocaroum 

serviccs and othrr telecommunit4tlons service providc<J lllC" d(oru ~hould allow the Curnr•n> 111 incrc.,c '" 

prcscacc an 1hc m;ulcrpliiCc. and (;tciluntc pro' •·II""'., \lr.rlc suurct wJ 11 n f, r 1t.r lrltlt•m•uuuh •••· u h«"··l .. r ll 

(U\101Ht'f1 

Gi<m propeoty 3nd equiprnenl ....................... . .. s 
I 1111 UA (1)............ .. .............................. _ •• s 

Opn~ting data (2): 

R0\11< nul<s (3) .................................................... . 

ro~<t miles (4) .................................................... .. 

Cln·ncr buoldons~ conn.cted (S) .... . 
0:1·"-<: 1-~o:.!on~~ ccmncctcd (6) 

S'\ ah .. h() m\l.:lk'J 
Ac<,·;' lmcs In scr> Icc (7) .................................. .. 

l.rnrlo) ccs .. .. ................................ .. 
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(I) L:OITDA c.omiru of qulll1crly net los\ before Interest <'1"1\"· Lntcrcst ancomc, rntnorll} antcr<>t;, 

drprw~rion. amoniutioo 1111d deferred compcnnlt<!n c~pcn>c I 1\ITUA " couuuouly u;cu to an• I>'"' 

comp.nics on the basi.i of opcr:ning pcrfomuncc, lc\uagc :..~d h,.uo.lot) . \\1tilc I:UilDA ~hl.lulJ "'" he 

conllnlcd as a substitute for opcnting income 01 a txnu mcuwr or loquodll) rlo.ln c.uh Ou" lrum .,, .. ,.'"'1' 

acti\itics, "hich arc dc1crmincd in aceordutcc with generally uccrccd oCCUWltUl& Jlr incopl<>. 11 •~ u"ludcd 

herein 10 provide additional infonnation "lrh tHJlCCI Io the abo lot) n( tloc Cornp.m)' IO mccl fururc Jcbr ••~' «<. 

c•r•IUI C\p<nJorurc and \\ OII.Istg npit.:llrcqultcmcn~ 

c:1 11.c "~'<'~tan& dat3 for all periods subsequent to M:uch 1996 111ci~Jc tl.r ~1.111\IICS ol tloc I ·" \'c ·• ,.,.,,. .. ,. 

"luch the Comp.ny manages and on "hich the Comp~n> h.u 3 ~0 .uocml'<r>lup uotcr<" 

(3) Romt nuks rtfcrs 10 lhe numb<r of milu of t!ar t~ki'lln.munh . .llh.'ll 1 Jth m \\tud' tht.· t urup.us~ '"u" .t nr 

J.o.,.~. t lil>cr oploc CJhlrs urc lnll3llc•l 
t ll I •'··t uult\ r .. · ltt\ h•thc number c.•f u1u1r ruah.•\ u~\·.:~ti•J .a.hm-.· J ~~~ .... ·mun~ot ... UI••n-.pJ:!. tiHJh ,•h,·~S • • tJ, ... 

' , .• 1\ '> , • • tun.ll"' oftuc nwubt,:r of fibcn ~l..,n.; 1h.u I'Jih 

r"1 J' ,·i'"":ul t'tutiJan,;s ph~")ICJI I) conn"·ch:,l tn 111.,· Ct~111r.ul\, • t.• •• , ,.,,111111 tl 

' 1 .·.J l fh tiiHt'~o.'lll lllC'JI ~o.' \Ch .. IH"4.' ( II I ( 'l t .H ''''" .. ,1 1.11 '''IU t .. · tt ,•lh~ l ••!111'111 I• '"H l'u 

il I ttl t '' .. ltth'' 111 f\1 

'J ' I 11 
I • u,. I 



l b< Comi»RY buolds 115 network> 10 <ncompus doc signilic.ant wsincu conunUoliiOru on c.ch lliC. , , ocrvcs, 

focusing on dir<cl conn<ctions 10 end·US<t loationt and ILEC ccntnl officu The Compmy employs a unofonn 

O<chnology plaofonn for uch of lis local exchange n<tworla !hat is bucd on lhe Noncl OMS 500 digu.al local and 

long distance combinllion swilchlng pla1fonn and associated dislribution ICchnology. As of Octobtr ) I, 1997, lhe 

Company had ten opuational Nonel OMS SOO switches and currently plans to install tbtcc addulonal switches by 

the end of the lirst qu111cr of 1998. 11•c Company also has installed a Nortcl flM S 500 switch In ots NEXTl.Ail 

facility. a fully functional model of one of lhc Com1»ny's networu. which s ~rvu •-' • tcsrint; facl luy for switch 

softw1te and the Company's producu and S<tVkcs and writ serve as the Company's n(t\<or~ orcr•lfons conuol 

center. The Company also employs two long distance s-. ilchcs 

The Company altO providu cnhanud communications suviccs includong~ (o) intcract l\c •ore< rcspon>c 

services, which provide an intcrfau illcrwccn the Company's clients and th<ir cuJiomcrs for a varocty of 

3pplications: and {il) Ma&lc Numbc:r, the Company's vi11ual communlutlons center thM nllow) mohllc 

professional! and " orkt:roups to acceh .a suite of cnnuuonl) u>ctl comnounlc.otoun• "" rtC\ hu111 .," tdcphur1< on 

the publoC S\\ll(hed telephone t,eh• Or~ llntOfiCIIIy, the ('umpan) h>S defl'ed l Wb\IJnlf•lr<>rlfl>ll uf II\ ICHnue> 

fruml~e .. """cs 1\s local and lunt: drstancc rc•enucs arc nrcctcd to C'"" more r•111lll; IIOJn rc,enue> fwm lloc 

Ct.mp>ny 's enhanced communrcatrons >erv1ccs, the Compan) lnllc rpalcs tlo~r. O>er the nc\1 h>< ~eJ"· h~<.~l anll 

long drs~Jncc re>cnucs will account for a '''ntlicantly h1gher perccnugc of total re>cnucs. 

The deve lopment of the Comp~ny's bu\ lnesses and the con\lnoction, ncqul•uionnml np.u'""" Ill'" ncl \\orl.•, 

require s:rn•licint (').~ndiiUtC'S, a sub.ua . .nli•l poniou or "tuch "''( IUCUU C'd hdurc lllc rc.ah/ .. IIIUH H I f C\('UUn I hc!t.e 

o rcnduurc\, to;:cther ""h the anociatcd c;uly opcr111ng u rcn.cs, result 111 nc&ltl\c c.uh flu» unul an adcqu>lc 

customer bue rs cstabhshcd. IIO\\cvcr, as the customer ba\e &ro .. s, the Compan) o pects that rncremcnt•l rc\Cnue. 

can be: gcncra1ed wuh decrcaJinelncrcmentll opcratinc cA pen>e>, "luch rruy rro\lde JIOSOtl\c cunlubuhuM 10 cuh 

now The Com~»ny hu made the strat<'gic dccilion 10 build hrgh Cli$»CIIy nei\\ Ol~s -. uh bro:.d m:u ~c1 co>er.~g< 

"h1ch initially I ncr cues its level of c.ap11AI cxpendoturcs and opera ling loun 1 he Cornp>ny bth<> c\ that O>ct the 

long term th is will enhMcc the Comranys financial performance b)' incrcMin~; the troffie now over the Cornp>ny's 

network~. 11tc Comp>ny has recently entered into lea.scd d;uk libcr and fibtr cop3chy mangcmentJ -.hieh allow the 

Coml»>\y. by lnstalhng one or more ~witches and tclated cl«uonics. to enter a mOiket prior 10 compktmt; 

conmuction of its o"n fiber optic n<h• or~ 

p,..,, r.' J.aruJt) .i l. lQ97. th~ l\•mpJ11) ''"'.a lmuiC'J lt.at,•h:~ "''"';'ln\ li•.at ".a"' d..t\ 111cu .JIIJ ._,,,·J .. ~.a 
plr:nershop fur f<dcr•l and stllte rncon1c uo. purposes As of h~u:.ry 31, 1'.197, the Compan) h<earne su~;ect '" 

federal and )131< income t3x direct!)' as • C corporatiou. 

RESULTS OF Ol'ERA TIONS 

Revenue increucd 94% 10 Sl3.4 million during the th11d qulf1cr of I 'J~ I. from SC.9 milhon mthe lJIII< pcroo.l 

in 1996. Yur to dare revenue ofSlS.I million represented an as~~ rncrr~sc fr om the Sl9.0 mrlhon reponed for the 

compuable period in 1996. The incr~ wu, in pAn, due 10 the acqur~rtron of lTC, a •" uch ·l~ed lunr. Jr>unu 

rcscllcr, in December 1996, as well u ) 3% year 10 dOle I}I0\\1h 111 local ftnd long dntnncc sct>•icc) (lx>oh » 'Itched 

nnd ~esale), dedicaled services and cnhnnecd communicatiOn\ 5ervicrs. Tire thrrd quancr 1997 rc• cnuc, rncluded 

Sl! 8 mrlhon dero><d from local and lu~a; dinance, cornrcumc accus And deoJIC31Cd hnc sef\rccs •nd ~ I !J uulhon 

dC'fi\C'd from tnhlnccd communiC4110ns. s.c:vkC'i. n ,C' Companf• inttUC11\C \ OI(C' r t1pt'O}C •uh\ldiJf) C\l11Uthutu1 

5-n• 3nd 2S' • o( the Comp3ny's rcvenucs during the thud qu:rrtcr> of I ~?(• :lnd 1'197, r<>p<<lr• ch I he rc• cnu<> 

fCOC'rJ!Cit ~\ tlttS SUbsldllt') h.J.\C' IC'OdC'd 10 Ouc·luJrC on J QlllltCt 1U qu31tC't llJ\1\ ;l\ lht f('\Cntl l• .tt,• '"<r 'l('l til\ C\f"Ot 

J·"''" :',.! · ~ •':"\,11 tn nliUft 

I h,· \ ,11111'.\11~ 1''-'f.UI .H·f,·riu& \\\ uch.:J toc;:t l ;t~ hllonl! ,j,·,t.utu• \Ct \ ~~o. n 111. \~o'\t:n ,lf u .. m .: I , t 111 J1.1 I~, ,,, .m 

,·,;1•:1· ;· ;' , ' I "IU.If) l?'li,lht~~ ~JJIIUIOalmJri>'I \ 111\IIIJIII ' (1; , ,·1111 1 .tn.tl"lu•>~l• ' ''"'' "·"·' I ' 

l'lu l ' ' ' ' 1ph1 1 I • '- \ u '•• 

I • Il l I Ill lui . 1"1'1 \loo .ltt·• • lltl 11 I 1111 til\ 1-, f otlh fl I 
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sua1e~;lc plan rell\ for cwpa111lon Into llddltlrnulmllltl a1u1 Such Ull.lntlon will 1equile si&nifit.llll addilional 

upil•l lm 1~1 1 cutlal acquisitions or buslnenu or anel.l; dulcn. devclopmenl and coMtruCloon of new networls; 

and the fundon& of opc.r.ulng los.ses durin& the sWI·up J>ha.sc ofcaeh marl.ct l>urlng the fino nine monUll of 1997. 

the Company used SS9.2 million in cuh for opcnulna actlvlt ou, conopa1cd to S 18.9 milhon for U1e u.me period 111 

lhe proor )-car. The mcreuc w.u primarily due to a subsl.lntlal intiCI\C In 01e Comr>ny'l activities u .socialcd wi1h 

the dt>•elopmenl and initiation of switched 1~1 and lon8 doll•ncc ltfYICn Ouuns the first nine months of 1997, 

the Comp•ny invested an additional $136.7 million In p1opc11y and equipment, ocquishions of telecommunic01ions 

busonenes and equity investments in tclccommunicauons bu11ncuu l)u11nn the same pcuod 1n 199G, the Comp3n) 

jn,•elfcd $)2.7 milhon in propcny and equipment, acquosllions of lclecommunlcatiOns aueu and busineues anu 

cquuy onvesunenu on 1elccommunica1ions busincssu 

... 
In August 1997, the Company cn1ercd ln1o a definlll•e a~•cenoent to acquire all outsWidin& lloues of Sun 

1 echnolo&ics Corporal ion (St.an), e shilled cenantserviccs provide• scrvln& commc•cla l buildings in Oallu, Auscin 

Qnd Cnrpus Chrisu. Teusand l'hocnl~. Ariz.o1u 1nc uanuctt•>n chl\e.J on Nto\cnol-cr I, 19?7 Ser> occs nffere.J ll\ 

SIJn onclude local and lon& dil!>ncc services. lniCinCI aetc\\ •n•l ul\llllllrl Jlltlllllc ••l"'l"ncnl "'""•&cmcnl l\1311 

cunenll~ rro>~Jn sti>~Ccs under long ccm1 conll"l\ 111 c.<•t '"'I'IIJI< tu\lomen. 01 appm\lmllel} I 3.000 cnJ 

""" lloe C'nmro•n) paid consid<rahon for 1hc u~nnwon n•n•"ton~ of S10 0 molloon m , .. ,h . 4·11.336 sh>rc• ot 

<.:Ia" II common $lOCI. and :he auumploon of appiO\IrnliCI) ~ 1 4 null o~n of lo•bololocs, the mlJillll) of »hkh "oil N: 

••ro•id 

In July 1997. the Comp~ny c~ccu1cd a defonlllvc nt•~<lllcul 10 ocquue ~II of llo c oul\l•ndont; sh>rc> of 

<.:h3J•IIcl, 1 elccommunJCalions Corpor.uoon (Chad•\lcq, • '" mh·b.ncd lon~: dl\l.lnCC •c~llc1 "' ccnllal 

l'cnns) l>•anoa. throush a merger unnuc1ion be1wccn ChaJ•• •cl. ond ~ '' holl)' U\lntllsubudoary of Nl:Xll.INK 1 he 

11onucuon closed on Oc1ober I, 1997. Chad" ocl scr> es aprro\jlllll<h II, \00 cu110nters 1h1oushou1 I he ccnual ond 

CJIICrn l'cnnsylv3nl3 IC&ions The Company issued consldCIJII\111 l"llhc 11•11\J\tll)ll conmlon& or a JliUnll$\01) nolc 

I'J>'ahlc on the ag~regacc princopal amoun1 of SSO molhon, 2)7,1SI \hl•c• of Cl.u• A common slocl. a .. d 1hc 

••r••) men I of long 1<rm dcb1 and o1her habolouu lot•hnt: SS 1 1111llnm I he m<11;cr •c•ecmenl al>o rro>~du for 

addiuon•l pa)ments of up co a maximum of 192,163 shares of Clas• A commun liOC~ nver a 1"0 )Colt pcnod, \\lUI 

lhcsc p3)ments being con1ingen1 upon the acquired opcrauon achoc>~nr, spccofocd pcrfonnance r.o•ls 

In Scrlcmbcr 1997, lloc Comro•n) entered 1n1o 3 ddinul\c .w1ccmcm "' 3ol)uuc trn,,,n tclc""'""""".l'''"' 

;,\,th ,,( Unr,ona 111C'mt31 Tc:chnolot:•cs. Inc (Ul1 ). ancludu11• I\'.,'''' "'"''' J•HJIC' 1111lt .. ol ur:l'''ul. phi\ 13 uull: .. ul 

condull m duH rHO\\ n Cluc.tgo. 1 he C<ttnp~n)' a:,u h • I he: ''Chi "' f' Ull~olf'Jh: 111 1hc ons~olfl!~ C\PJ .. \It'rt of U I I ) 

IICI»ml. '" Ch1cago 1 he cxu1ing nei»OII: cunently prov,des connrclo>~l)' 10 28 lluiltlllljl> 1 hr Company oc;1ecd lu 

pay S2 S nulhon '" cash. plu\ up 10 an 'ddnion~l 5560,000 fur lhc •cqu111110n of Cc11.1no 1cleconununoc;u1or.s 

faclliloes TI1c Comp0111y will also be required co wuc «<l.lizo atl<lhlunal cmuldcralion to UlT for • ponion of the 

ncl\\ 011. <Apansion costs, up co S3.4 million in cuh plus the I nuance of up to W.0:2 shucs of Clous A common 

liOCI.. 

In June 1997, the Comp0111y cmercd inlo an ci&h1 year cxclusl\ t ·~•ccmcnl, \>tth an opllon to tencv. for fi>e 

adJnonn•l yens, v. ilh a company thai has c~cess fiber capatll) 1n u ch nf AtlantA, Chlc.ogo, Nc" Yml. Cn~. 

Nc»arl.. New Jersey, and Philadelphia "hich i1 D{tltcd In 111a~c l\ ,, JI,•hlc hi 1hc Cuiiii"'"Y 111 eJch col lhu•- rn.nl.eb 

o1 n sub\13nti~l doscount tO 1he \\holculc 111n ch:urcJ h) o1he1 .ru.;,.,, ul Uf'JIII) In JdJolo.>r• II• 1hc <O!'JCII\ 

,trlt.fiiH.'ll Olt\0\f", 1hr C"li111 JU!e)' nf\O Cn1Cttd lniO A 20•)'C','U lr4SC' ,,, Cllfl,l\11) li\CI .. n C~Uitr.H -1 7•11111C: t1hcr fiC:I\\ ('1(,, 

on toi<>~ 'mi. <'II). >~hich eucnds from 1he W>ll Sneer ura lhlllh hi nud1n1111 M•nloaiiJII In Junr 1'1'17. ohr 

l"nlllp.on~ """' s II nulh~n in full 5011lf~clion of Ill obllgaiiOII Ull\lcrlh\\ IC,I\1,, SlomiiiiUII ,,, \\ '""' lm l>rcll pl.\< Col 

tn t'SCitl\\ P'-•n,tmro CU•npkhon of C<"n:'IO butldtn, cnnuc,lh\0\ It\ tht l\'\'iH llu•\\' ,Uf.IIII'~'Uh'lil\ HI If all•m IIIC 

l"llllljl.tlt\ ''' ,1._ ·.•l,•t,lf,• II \ Clllr)' 1111n t,',l(h 0 1 thcsr lll.ld \'I \ h\" l;.'lllhfutl' lhC' ( ''111(1JII\ IH ,1\Hhi ol t•'lllh ,J"U fh'rll• 

,,1 tf1' '''' .t IH1 hlh: kHh'fU1t.·f11 ,UI\J h'fl\lrUt.ll .. ':llllll(' lh11 \\\1UIJ ''llt\'1\\l..,\.' t~· h 'll·llh'\J 111 I lUll\ It 11•'1\htd ','1.'1\ lu: 

Ill I Ii\• ... lll,td.d .\llhUU!~~~ lhc.S.: llt:h.'~IIII.'IH) hJH f.:JU\.7\.'J tit!.' IIHIIJI \ ''''' tf \'\l ... lhiHUh • II .. ' ' ' I If 

I' : •' ''h, l "11 ~.t•l\ ll:h lh\1, :l\ J h.')UII tt..·Juv•J 11 11\ \'Lilli'' llllh 1 , 1111lll ,., I' '••. ltlllh' tlr•• I 1 

I o1 ll't 1 o! o . . I II • 



other eon~ents and Is anlicip~ted to be consummated by the end of 1997. t>urinc the in1erirn period puor to closin&. 

the Cornp.1ny is O(Knting under a 36 fiber eapachy ogrr<rnenl " ith the seller. 

On Fcbtu>ry 4 , 1997,the Co'll!W'Y completed the acqui\IIIOn of subsl.lnllolly • II of the U\tll o( I •nl.oiCI, 1 l . .o\ 

Angclcs·ba.scd com(Ktitivc acccs. lelccommunlcallons pruvoder At the time or acquisition. l.1nl.atcl operoted on SO 

mile fiber oplie telccommunicallons network covering severalnmkeu in the Orange and Los Angeles county areas 

TI1c- total purchase price orS42.S million consisted of • cash plyment of SJ6 I million (incbJmg the release or S6.0 

rnil1 1on ~hich was deposiled lnlo c.scrow during 1996) plus the "PJ)mcot of debt of SS.6 molloon and o •• c 

assumption or net tiabilitiu totaling SO.& moll ron 

In January 1997, the Company obtained rights·or·"•Y to opond ns eus11ng Slh Lol.e Cuy net\\ Oil. lntu l'ro' o 

and Orcm, Utah. The Company has completed the expansion of this net,.ork to l'rovo an.! Orem and b..,;an 

providing nerwork services in Provo and Orem in September 1997 

t•uor 10 Aptrl 1!196. 1he Corn1>.lny (und<d us e'pen•htulc' \\tth •rrr<norn.rtrl) ~\\If 11111111111 ul '·"" <•I""' 
111\Csunents from two entities that arc conunlk,ll" Cr>o~: ll ~hl 'bu Or. Ajlu l U. 1 9~~.thc Cmnp.ln) 1•,.c.J ~:"'" 

f'II'CCCJ\ or ~ppU\\imatcl)• SHO 1111 hon thruul•h the IS\U)IhC <>( ~~· .. ,·. Scnrur ::urcs lhc Cuonr.•n~ 111:<1 5 117 7 

tlllllron uf the &rUn proceedS tO purchaK anJ hoiJ rn <~•rlll\ U.S COICin tiiCtlt >CCIJIIIIC>, r<piC~CIIIInl' lun~ 

$U (I rcrcnl to provide for p3ymenl In full or inlerell on the 12' ·~· Sentor NoiC\ lhrour.h AI•Jtl D. 1'}')9, l nd u•cd ~II 

ndclo11ono l SJ2 .2 mollion to repay ccnain advances and acolrtlltntcrnt fr om l~•&lc 1(1\'CI, • cumpan) formed anJ 

owned by Mr McCaw. In addition, the Comrany mcuned com of 59 8 rmlhon in conncctir •• "''h the fin>ncmr 

lntcr c\1 f'l) mcnt\ 011 the 12V.% Senior Notes arc due scmr·:lnnu•ll> 

On bnU3f)' 31, 1997. the Complny complcrcd the s:tle or s~ss mollron ar.o•tcgliC hqurd)trun r•cfcr<ncc o( 1·1~ . 

$cnoor c>.changeablc redeemable prcfenc-d $hares (l'rcfcncd :>hart)) "hoch, nf1cr dcducllnJ' 1\\uancc """· ICiulrc.l 

in net proceeds to the Company of approximarcly S27~ rmllron llrc t•rdwcd Shares nccmc dl\ I.Jcnd\ ,,. th< r.uc 111 

~~~ . per annum On or before Febrvary I, 2002, dl\ rJrnds rna). at the ortlllrr ul the Comp•rr), be p311l rn c.uh or ~~~ 

ISsuing addrtionall'refcrrcd Shares ,.ith an l &£rc&•" hqurd.uwn prcfcrcnce equal to the amount o( such dl\ rJcnds 

After February I , 2002, dividends must be p)rd in cull As of Scrtembcr 30. 1997, the Compan)' had mucJ an 

addlllonai 408.2S I shsres of Prefm ed Shlrcs in UtisfaCiion of th~ fu~t t\\0 qunncrly d ovidcn~s 

~tnct IO(,Cpluln. the Co;up3ny hl,. .1h"'' 1 uL"J Cl.h~ \ l"n11» \ .·,1 011 $1~' uull~o•ll t·t•ntu•h , ,,, 1•r.: 

a(q~..uuuon o( ttnl1n tdccommun1C~tlons ;a\\th .sr' ,,.n,u~)'.:', ''l.a"h l rut ''c:rc: <uuH·nc:,• tv .. l·.:rc:-) ,.: ' IJ~ .. B 

Common Stocl. uf lilt Com pony on Janu~f)' ) I, I'J91 

On October I, 1997, the Comp0111y completed 111 initial pubh~ offc11n11 (11'0) of 11,000,000 >lr:ur\ ut ll.m A 

common stocl: at 1 price of Sl7 per sho.re. In addition. the undef\\ rllcn olllre 11 '0 c.t.ercl\cd 011 UJ·IIun tu purdruc 

2,280,000 o.ddi1ional shares of pass A common SII)CI. Dt 1hc wuc rucc per sh.11c Grou proceeds from the II\) 

1o1•lr•l $1·11 R mllhon. ond pruccedt net of undcrwmrng doscounu. ad,nory fees nnd estimated e• pe:11c" 

"1\•\rq:alcd approximately S226.8 mill ion. Concunently with the I PO, the Cnmp0111y sold S-100 0 million rn 

assrr&ate prinei11al amounl of 9 ~18~~ Senior Noles due 2007. ~A hich. after deducting ntim;l~d issue co>t>, 1csuhed 

in net proceeds to tile Comp.Jny of appro•imalcly SJSS s million lniCICSI r•)ln<nts on the 'I 518~. Scmur Nnlc< :tiC 

dJe •rmi·annu•lly. 

I he Cunlj•JII)' "ill usc the net pnx:c:cds froon 1hc ulc a( CIJ>s A CVIIIIIIOII ;toxl. nn..t ') ~:r~. Sc·no"r N"'" tllrt 

Ort<ungs) a;,d C\l~tmg unrcstri:tcd cash bJilnccs. for C).Jl("lhhturn rrf.nuw h t tht nm,uut tum, ,,.,.,.n,uwn :~n,t 

t'f'('t ~!100 of lff~Cct~1111Unl~tiOn\ nCC\\Orla :.nd \(r\ ICt" rtcl\ ldtt• Ant1 lht '1lh"IIUt' ,,( IC'IC'\ •tii11111HI IU•1 11 '• I' I·-.· t 

'' .u.:.1 \\IL 'h.· tit.:- (\unr.ln\- rurrcuth i'J'"''·"''' ''t tiH•'"·•· a.~ t•; ·r •• I "I c Jtt.Jh I· tl •r. ..r~o • ·" 

''I f .llh'll n! lh'l\~' '' '' 1111r.fud~ lt) th t.' JlUf\fU • .lltJ 111\I,\IIUtl'rl etl \Ht:,fh·, ,1f1J td,,h;~f \f~o ~trt11lh 'lo Ill t:~t .tllt • 

I' • : u ••I l .11!.1 1 1 Jh'l\\ tlf ~' I•• l~· '-'''"If lh. h.'.t 01 ·h ,~u u~J 111 11 '\\ pi .t,ft,l..:\.'1<1 m.u I \'I f nl Ill\' J'llh !1 1 i 1 1 '.til •II• 

, 'I'• • .1l1l, .111J ,·1 .. •\. lhllll\' h.• \'\I 1'1 1 \'\l'lolln • 11;1\\t•r\ .J'tJ ,t"·' .1 •p f• '' 

•• lh•.l ,, u " 1-ulliltu::-. twt lh\· d.:o\ .:~., ,. ; , , " r.• m 

I••• 1•1.1 Hotf• I , 1 • It f l 



NEW ACCOUI\'TINC STANDARD 

In febru ary 1997, the Financial Accounting St.lndards Dovd issued Sutcmcnt No 128, " liamonp l'cr Sh•rc" 
(SFAS 128), which revises the calculation and prcw uation provisoons of Accounting l'ri nclplcs llo•rd Opinion 1 S 
and related lnlcrprct.atlons. SFAS 128 Is cffcctlvc for the Company's fh col )'car cndinnOecrno lx:r ) I, 1997, nnd 
rcuolctivc application is requited. TI1c CompAny docs not rxpcct the unplcnocruallon of Sl A)) 178 10 h~'Ve n 
material effcct on earnings per share amllunts rcponcd proor to thlt dalc 



PART II . OTJIJ: R lNFORMATION 

llem I. Ler.al rroceedin&S 

llem 2. 

licm l 

l h,'lll •• 

The Company is not eunently a pany to any k&al proceedon''· other than rcr,ul•tot) ond 

other proceedants th at are in the nonnal counc of Ill buuncu 

Chan~es in Securities and Usc or Proceeds 

In Au&u~t 1997, the Compln)' iuucd 911.)14 sh11n of Clm IJ '"mrrwn "'14.1. uJ><•n 

oercisc of an option to purchase such sh1ru of common stocl 1.\\enll•lly no 

consideration was received in exchange for the shares of Cl•n U common stocl 1\\ued 

Such shares of Cl~tl D common srocl: were issued on 1ch•nce upoon an u cnopto<ltl fouon 

rcsisuat1on cont•incd in Section 4{2) o f the S"urotks Act of 19)], :u amended 

noe Comp.any fi led • recistrltion Slltemcnt 011 l.>rm s I (fok "'" 3)) 1~1JIII I ""'"' 

b.:nonc tffccto•c on Scptcrn!Kr 26, 1997, ••hcrcb} " .200.1Wll slwc1 of CIJ II""""""' 
stoc~ . S 02 par ••ohoc rw sh3rc. wcrc sold 111 an""'"' publ1< oftcroro~; al • pr"c ul $17 f"'l 

sh•r r Of rhc 15,700.000 •h•res of Class A common stocl sold. I :!.000.000 ••c1e wll I·) 

the Comi'Jny and 3,200,000 •-ere $Old b) a oclhnl\ shJrchOidcr I he Comr•n> dod not 

rcceo\e ~n)' of the proceeds from the ulc of dwu b) the scllonJ' lhJrcholdcr In 1~Jo11un. 

ohc undcl'•ritcrs of the tr•O, led by Salomon Or<.thcrs Inc, c'e" 11eJ oro upllom 111 l'""hJ>e 

~,!&0,000 addotional ~hares of Cla~s A common stile~ ar the ~ unc proce per ~I • ••• Ncr 

pu"><ccJ• to the Com1•any from the onmal rubh< ofteronr httJir•l >pproo\ornJtrl) ~!2b ~ 

molloon. •focr dcduwng undc"'ritmJ: dlltount>, 1 '"''") leu •n.J "~"'"'" • rrrq:••mr 

approhunatcly S l 6 0 million lltc Com pan) ontcnJ> "' u >uh· • .1n11.1lh •II ••I the rtet 

prucccth from the 1nltia l pubhc oflctong for c\rcnJIIurc. rcl.otmt: lu the ''I'•"""" ot 

t\i~ti"l' nti\\ Orl..s t\nU )crviccs, the drvdopmc:rll nnd acqua\ llll.ln nf OC'\\ MC:I\HHk~ aru.l 

>en 1tcs onJ the fundong of o,xratong Iones and "or~ong c>pUJI lloc rtct J>rocceJ~ flltmlhe 

1n1to•l public offcnns \\Cte recel>"cd on Oc1ober I, 1997; as ~uch. none of the netrrocccJ> 

hJd been used by the Company os of September 30, 1997 

ll•c ('""'I''"Y filed • reglstrotion st>lcmcnt ,., 1 om• S·l llolr :;" J3).j~()U3 ) 11ho.to 

h.·, .ani(' ,•Jh7ih\ c uu St(\ttm bet 2G, 1997. ''lac:rc:h~ 1hr l ,,n~i' u ' ,,,JJ S u,u 0 uullh •n 

3_;pc~lt~ ptlnCap.ll 3:0\0Unt O( 9 S S~. Scmor t\o:u tllC v:h:fln' \ \ ..l\ lc\f fl) ~ ... hmh•U 

Orothen Inc Net proceeds from the ule of the :.en our No:cs I<>IJinl oproo\lon•ocl) SJMS > 
omihon, •fter dcduc1ing 1u uonce COil.\ oggrego:o~g opproxlnuocl)• S II.S rn1lhc.n, rciJtons to 

undc"'rrttnG di5Counu, odvU;ory fees l\1\d expenses lltc uoc of ruocccd.l f1om tltc debt 

offcnt1~ arc subs~nti~lly the umc u the Comr011y's inito~l pubhc offcrin~; l hc net 

proceeJs from the debt offering "'ere rccci>cd on Ocrober I, 1997,., )u, h, tollne uf1loe ncl 

rrocccJ\ h:ld been used by the Company u ofSepoernber lO. 19'17 

O< f3ult\ lll'!!n Srn101 Secuutirs. 

\ "~" ! n.\.·,:hu~' uf the ).h~ucho1dcts \\J' htiJ t'ln Au ••.nt ~~. pN ·. t•• .tuthNth.' a 

(l.! : I; •• !M·I ·~\ .. :r • .: \II\(~ ~pill 0~ th~ liSUC•t 'rJ ••.;1 tJn.!l- '\I. 1h.'' u! ( It \ II ! c I' 

H ,.,n ~ 'hK L llh: \Oh" p.•nt:d \\llh 7~U~~I.~""l • .tfm '''"" '''r" .• t 1111 ,. 

\o'h'• Hi l!h•hf 

'" 



SIGNA TURI!S 

l'ursu~ntto the requir<mcnls or the S<curilles Exchans;< Act or 19)4, tlo< 1<£1\lr~nu ha\C d UI) <au•<d lh•• «rv:: hi l'<' )I!:II<J 

on their behalrby lh< und<rsicncd lh<reunto duly authoriud . 

• I I ' I 

!'I.). I I INK ComnouniCJIIOn\, In, 

II) t, K•thl<<n II l\1 ro 

l:at!.k<n II h~r• 
VIC< 11t<Stllcnl, Chicfl1nJnC1JI tllll\<1 Jnol 

t "·.uur<r 
(Pranc1p.LI firtJUC I.ll lniJ aCCOUI\1111\' Ullh.tr) 

II) •.J•I,tanll fir• 
1-:Jtloi«-;, II 1\\,rJ -
Vte< l'rc\rd<rll , Clucfla~3nCI.alllll••<• ••••t 
l rcJnucr 
(Pnne~rJI fin.lllclll :md ;ac.;,1unllnf! ,,fll~tr) 
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EXIIIUIT 51 

NEXTLlNK COMMUNICATIONS, INC. 
STATEMENT REGARDING COl'ttJ>UTATION OF NET LOSS r ER SIIARE 

Wcit;ht~d ~,·er~s• common shares outstanding ................. . . ...... . 
Net dfcc t of stock options granted and common stock issued during the 12 month 

period rrior to :he Company's Iii inc of Its hi ill~ I public offer ins (It IC\\ th>n tht 
offrrint price. calculated usm& the trusury stock method li the o!fcrrn& pnce ol 
S 17.00 per share. and treJtet. as outstllnding. for all prriods rresentrd ... 

Shntcs •aed in computation of net loss per ohrore ...................... ......... ................•... 

Net los~ ................. ................ .. . .............................................. . 
Preferred stock dh•idcnds nod nccrction of pre-ferred stock redemption 

obliga,ion. inCIU.diO{; il')UC: <:·O)I), "'"'"'""'"''""""""".,'"'et'•··•·•······u• 
Net loss npphc~blc to common shares ......................................... .......... .. 

.. • 

T hrcr Month• 

~:ndrd 
StJ>tcmbrr 30, 1997 

(Doll an In d10uu.nd\, u upl 
('<f •hue d1u) 

)7.873532 

1,1 1\ 1.~·~~ 

(3 1.585) 

( 10,79g) 
{'12.383) 
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CERTAIN PERSONS PARTICIPATING IN THIS OFFEAINCl MAY ENGAGE IN TRANSACTIONS THAT 
STABILIZE. MAINTAIN, OR OTHERWISE AFFECT THE PRICE OF THE CLASS A COMMON STOCK, 
INCLUDING OVER-ALLOTMENT, STABILIZING AND SHORT-COVERING TRANSACTIONS IN SUCH 
SECURITIES, AND THE IMPOSITION OF A PENALTY BID, IN CONNECTION WITH THE OFFERING. 
FOR A DESCRIPTION OF THESE ACTIVITIES, SEE " UNDERWRITING." 

• 



DevelOp High Capac'!y Fiber Optic Narwoti<S With Btoad MS!kal Covorago. NEXTUNK haS .# 

and intends to continuo to approach network design With a long·torm view focusing on throe key 
elements. First, the Company designs and builds its networks to J)(ovido oxtonslvo coverage ol 
those areas where the density of buslnon llnoa Ia hlghoat and 10 onablo tho Company to p1ovide 
diroe1 oonnOC11ons to a high percentage of commercial buildings and ILEC cenlrol offices situated 
ne01tho network. Over limo, this broad coverage is P'JtPOC!ed to result In o higher p~oportl.)n of traffic 
that Is both originated and terminaled on tho Company's networks, which should provide higher 
long·term operating maigins. Second. tha Company construC1s !high capac11y networks that ullliza 
largo fiber bundles capable of carrying high volumes o f voice, data, vldoo and lnlornet traffic as well 
as other high bandwidlh services. This strategy should reduce potential "overbuild" costs and 
provide added network capacity as tho Company adds high bandwidth services in the future. In 
Atlanta, Chicago, Now York and Newark, New Jersey, the Company will utilize leased dark f1ber andl 
fiber capacity to launch facllitie'S·based services and begin building a customer base In advancu of 
completing consttuctlon of its own fiber optic network In those markets. Third, tho Company 
employs a uniform technology platform based on Nonel OMS 500 switches (ton of which are 
cu11onlly installed, including one switch that has been installed at the Company's testmg and 
network operations control center, and an add1t1onal four of which are cu//Onlly planned to be 
installed by the end of the first quarter of 1998), associated d istnbutlon technology and othei 
common transmission technologies enabling the Company to (i) deploy features end funC1ions 
quickly in all of its networks, OQ expand switching capacity in a cost olfeC1ivo manner and (1ii) lower 
maintenance costs through reduced training and spare part.s requirements Tho Company also 
utilizes unbundled loops from the ILEC to connect the Company's swilch nnd nerwork 10 ond usor 
buildings and Is evaluating other allornatlvos for building connectivity. Including wireless connec· 
lions. lor tho " lasl milo" ol trarnsport. 

Continuo Marker Expansion. Tho Company's goal is to add or expand marlo.ots and market 
clusters to increase its addressable business lines to app1oximately 11 million by the end ol 1998. 
The Company anticipates continuing to expand into new geographic areas. including add1tio'l8t 
large markets. as opportunities arise either through building now nutworks, acQu1nng exlstong 
networks or acquiring or Iossing dark f1bor and l1bor capaCJty NEXTLINK also believes that tts 
str<~togy of operating its networks in clusters {I) oilers subst;~ntial advantages lnclud1ng cconom1os 
or scalo In management, marketmg, sales and network operations. (1ij enables tho Company to 
cap1uro a grea1er perconlago o l regional tr alfic and to develop regional pric1ng plans. because lhc 
Company believes that a significant level of traffic terminates within 300 miles ol1ts origlnat1on and 
(Iii) provides opportunities in smaller markets that are too small to develop on a stand alone bas1s 

Offer Enhanced Communications Services. NEXTUNK offers customers value·sdded ser· 
v•ces that are not dependent on tho Company's local facilities. Tho Company believes that with 
these services it can establish a customer base in a market in advance of constructmg network 
facihtios as well as offer additional services In markets where thn Company has constructed 
facilities. The Company plans to market Its enhanced communications sorvlco o lfennas 1n all of its 
markets. as well as In areas of p lanned network expan~lon. This should Increase tho Company's 
V1Sibll1ty, develop customer relationships and assist the Company In attra-:tlng local exchange 
cus1omers when it operates networks In these markets. 



• Prospectus N E ~TL n K' 
,"r . ... 15,~200,000 Share& 

NEXTLINK Communications, Inc. 
Class A Common Stock 
($.02 par value) 

Of tho 15.200,000 shores ol Clau A Common Stock. r111 valueS 02 pt>r Jhole (tho .. Class A Common Stock .. ). oHer~<l horooy 
12.000. 000 shares (tho .. Company O!letll1g1 oro being sold by NEXTLINK Commyn~eat>ons. Inc. a Washington corporatiOn (t.ne 
.. Company .. or .. NEXTLINK .. ) and 3.200.000 oro baing sold by Eagle R1vor Investments. L.L C .. a Washing ion l1m•tod haolhty co.npany 
("Eagle River .. or the .. sen111g ShaleMI!Itt'1· See .. SKuril)' Ol'lnerlhip ol Cttllil1 Utnoi>Qit Owner• lind M4nilgomen; .. l•·t 
Company will not receive ony ol tho proceeds from tho u"' ol l harcts by lho Sell•ng Sh<lroholdor See .. Use of Proceeds .. 01 lhe 
15,200,000 shares ol Class A Common StOCk onerod, 12,160,000 shares ~to being ol!orod by the US Undi!IWI110rl (u <lof•noOd 
here!n) ltllhe United Slates and Canada (the "U.S. Stocl< 0Her~ng1 end 3.040,000 llwtt are being otterecl bf the frllernallONI 
UnderwYrters (as delined heroin). In a coneurrctnt onen"il O<JIIIdo lho Unhed S111es and Can4da (1/lo .. lntemoi•OMI Stoc~ oneun'() .. 
and l<>golhor wilh lho U.S. Sloek Offorltlil, the .. Stod< OfferlflQ .. ). subfctel lo ltanslera belwoOil lho US Undo"'"'"" o n<J uo~ 
lnternalional Undarwtners (c~eCIJVety. th• .. Undorwntell'1 lho IIWAI DVI>I< ollouno lliiC:O and 111o •ou•~u•t• uttdoowrU•'lJ <meu<Jnt 
por $f\atf! .nrc •donhcnl for th~ US Gtnr.k Otffuh-.a nnd tho lntolntJIIOHIII tltOt.k OUtJWIO Soo • Unc.lotwrll•no " l no dos•no olmo U S 
r.toclo. orrnm'tJ nml tho h'tom:.honal Stock arret (ny a1o cond.•t;onoct upon eaCh Ot.hctt Pnor to ana Stock Offcr•ng. lhtto hos been n o 
publiC mAtkct IOl ti>O Ctan A Common Sto.:k. For 18ctora conslcleted In determ.n."il the IM•IIl publiC onorlng price. leo 
"Underwnllng." The Underwr•lcrs hove resoM!d up to 1,980,000 shares ot Ctnu A Common Stock ollorod In tho Srock Ollorlng ' or 
snlo al the inibal publlc oHerlng price to otllc:or&. d~K!Otl, employ•u and Olhtr piUOI\l doaJgl\lted by thct Comp1111y wl>o have 
o• pressed an 1ntorott In purchll•tlil ahern 

1 ho Com pony has rwo classos ol common tlocl<, lh<! Class A Common Siocl< and lho Class B Common Sleek. S 02 par value !le' 
share (tho " Class B Common Stock" and, togetl'ler Wlllltho Class A Common Siock.the "Common Slock") Tno nghts ot lhe Clau A 
Common Stock and lhe Closs B Common Stocl< are substantially ident1cal, o•cepl lhot hOlders ollho Class A Common Stock o.ro 
enllUed 10 one vote per Share and holders otthe Class B Common Stock are ~nWod to 10 VOIH per ~e l no Ctau B Common 
Stock is tully conventblo at any bmo Into Clan /A Commorl Stock, at the op11on ol tho hOlder, on o one·IOr·ono oas•s. Tho Common 
Sieck voles as one class on nil mailers generally sutlmtned 10 o voto ol stockholders. lnclud•ng lho oloctlon of d.rectou See 
.. Oescri,ptlon ot Capital StOCk." 

Concurtently w1th the Stock Offering, the Company i l olferong $400 million aggregate prlnc.opolomounl ot 9~~% Santor Notos due 2007 
(the "New Notes") puts114ntlo a registrallon stalemctnt ftlod under lh<! SKur~oes AG1 ol t9J:l. as 4mOnded (tho " Oebl ONCfltlil" anod. 
togelhet With tho Stod< ONerltlil, lhc .. OHenngs .. ) . Tho consummatiOn ot tno Stock Offefl'>Q os not con11ngont upon l ttc consvmmnllon 
of lhe Ocbl Ollcrlng. 

Mer the Stoc• OHe..ng, E4g'o !Wet, ..tl<ch la controlled by Craog 0 MtC<I.,., v.111 Ohn appto .. matoty 83% oltne Class 0 Common 
Stock. rcmrosent~ng 79'li olthc total vollng power otlheCompany So~ .. R,sk Fottors- Control by Cro.g 0 , McCaw, Po:cntllll ConOocls 
ollnterCSI," .. Sctullly Ownership ol Cerlil<n Benef•GJal O..n~rs and Mai'IAgemtttf' anc 'OCWl;IIIOn ;f Capol.:ll Stcx;k, .. 

Tho e ras' ;, Common Stock hos boon quatrloed lor InClUSIOn'" 1110 NO$dOQ Nottonal MlllkOt under tho symbOl "NXLK .. 

See " Risk Factors" beginning on page 9 for o discussion of certain factors which 
should be considered by potential Investors. 
THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION 
OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE 
SECURil iES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. AIH 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

Per Slkl1o • , • , • , , .•••.•••• 
Tollll (2) • • • • • • • •.•••• , ••••• 

Prle• lo 
Public 
$17.0000 
$258.•00.000 

UndttwtiUng 
Dlacounl 
$1 ,062$ 
SIG, tSO.OOO 

Proceeda lo 
Company ( I ) 

$ 159375 
$t91 ,250.000 

(II Bcforo deducting oNoring o• pcnaoa poyoblo by tho Company, calimnted to ba SG2G.OOO 

Proe .. da to 
Selling Shareholder 

St5.!J~75 
S5t ,000,000 

(1) lh<t Company has grantod 10 tho Und.«wri:tata a 30 d ly opuon 10 putchaae up ao o n aggtogoto of 2.280.000 ndd,l.on.lt •f'tl~c• cf 
Cl.n• A Common Stoc::k 1111 tho Ptlco 10 P\l.bltC, la·u tno U(adCHWflhng 0 11COt.mt, aoltOiy 10 covet over•ntlo1mon11, If n''V If tr•o 
UndorY.t•tor• O•ctcJ.ao IU'Ch opbon in fu ll. the total Prk:o 10 Publ•c. Unde'Wnfrng O..acounl and Procuoda 10 Com~ny "'" Do 
5297,160.000, 5t8.572.500 and $227,587,500, r~tpectovoly S.o ''Un<lorwrotong-

The sha1os ol Clan A Common Stock are offered Jllb)ectto recolpl and occcptilllco by Ulo UndorwHIOr$, 10 puor $~1o ond to t~o 
Underv.'f~ers' roghl to tOJOC14ny O<der In whole or in pan and to Wlthdlaw, C4MCII or mo<11ly tho oNtt w.lhout not1cc 11 >• o•P«II!d tllOt 
dehvory of tho snaros or Class A Common Stoc~ onorod ho<oby Will ba mado at lho oH1co of Salomon Brotncrs tnc. S· on I'IO<Icllracrc 
Centor. Now Yo•k, Now York or lhrough tho facoh!los or T11o Oepos.tory Trust Comp.>ny. on or abOut Octcbcr 1, t097 

Salomon Brothers Inc 
Merrill Lynch & Co. 

Bear, Stearns & Co. Inc. 
Lazard Freres & Co. LLC 

lho date ollh1s Prospochrs ·~September 26. 1997. 



.. 
PROSPECTUS SUMMARY 

Tho following Is a summBI)I of cenaln lnfonnatlon contelnod elsewhere 111 tills Prospectus. Reforonce 

Is made to. end this Prospectus Summary Is qua/lllod In Its onlfroly by. tho moro detailed Information. 

Including tho Company's ConsolldatoJ Financial Statements end notes thoro to. contained heroin. Unless 

the contoxt othorwfse requires, tho terms "NEXTUNK" and tho "Company" refer to NEXTUNK Communi· 

cations. Inc., e Washington corporation, Its consolidated sub$/disries end 40% membership Interest In 

Telecommunications of Nevada. UC. which operates a network that is managed by the Company. All 

operations/ statistics of tho Company Included In this Prospectus Include 100% of tho operaUonal 

statistics of Telecommunications of Nevada, UC. The Company Is the successor to NEXTUNK Communi· 

cations, 1../..,C., a Washington limited liability company that morgod w1th .and Into tho Company offectJve 

January 31, 1997. All financial end operational data presented for periods prior to Januaty 31. I 997 role to 

to NEXTLINK Communlcsllons, L.L.C. Cspltslized terms used in this Prospectus, which are not otherwise 

deffnod herein, hove tho respective meanings ascribed to ll1om In tho Glossary Included ns Annex A 

hereto. Information In this Prospectus, unless otherwise /ndlcatod. (I) glvos effect to tho 0.441336·for·1 

reverse stock split of both tho Class A Common Stock end tho Class 8 Common Stock effected In 

connection with the Stock Offering, (II) assumes that the Selling Shareholder will convert 3,200,000 

shares of Class 8 Common Stock Into 3,200,000 shares of Class A Common Stock at the closing of tho 

Stock Offering, which shares are being offered hereby and (Ill) assumes that the ovor·allotment opt1on that 

has been granted to the Underwriters In tho Stock Offering will not be exorcised. 

The Company 

NEXTUNK was founded In 1994 by Craig 0 . McCall. its pronctpal oqutty owner. to provtde local 

lacilities·based telecommunications services to Its targotod cust6mor baso of small and modtum·slzed 

businesses. In July 1996, NEXTLINK became one of tho first compotitwo local exchange carriers 

("CLECs" ) In tho United States to provide facllitlos·based swttched local services under the Tolocommu· 

nicatlons Act o f 1996 (tho "Telecom Act"), which opened tho ontlro local exchange mrukot to compoll· 

tion. In each of the matkets It serves, NEXTliNK seeks to become a pnncipal competitor to the 

Incumbent local exchange carrier ("IL.EC") for Its targeted customers by pro'lldtng nn ontogrntod p:~cl. 

age of high quality, local, long distance and onhnncod tolocomrnunocallons sorvtcos ot compot•hvc 

pucos 

Tho market potential lor competitive tolecommunicahons sorvtcos. is lnrgo and grow1ng Industry 

sources estimate that In 1996 the total rovonuos from local and long dtstonco 1olocoonmtii"C'"nholl·. 

seiVices were approximately $183 billoon, of whtch nppto .. mnlllly Sl Ot h•lfoon wow <.lorlvod horn lOCal 

oxchnng!J sorvtCOs ond npprox'mnloly SO:> hiiiiOII holltlong <.l•utom.o bOM ccs Oased upon FCC inlorma· 

11n11. •'llflii•U• ''u t uvonuo~ 101 local and long distance services grow ot a compounded annual rate of 

.tppro>.ornatety 5.5% between t991 and 1996. The Telecom Act. tho FCC's Issuance o l rules for compoh· 

tton and pro·COmpelitlvo policies developed by stale regulatory comm•ssions have croatod opponum· 

hcs for now entrants. Including tho Company, to capture a ponton ot tho ILEC's dornlnanl. and his too· 

cally monopoly controlled, market share of local services. Tho development of S\YIIChod local sorvtcos 

competition. however, Is In its early stages, and tho Company bollovos that CLECs currently serve lower 

than t% or tho total business II nos In tho United Slates. 

The Company's targeted customer base within the national tolecommuntcallons market 1s smoll to 

medium·sized businesses, genorolly those businesses wtth fewer than 50 access hnos. Based on 

consullonts' repons. tho Company estimates that as of year end 199G. thoro wero approximately 170 

mtlhon access Jones nattonwido. Including approximately 55 mtlloon busmoss Jones 

Tho Company develops and operates high capacity. fiber optic networks with brood mmkot covor · 

age m a growmg number ol marl<cts across the United States. In its ~witched local service ma1kets, the 

Company oHcrs ots customers a bundled package of tocal and long diStance services and also olfers 

dodoc:llod trnnsmlsston and competitive access services to long dtstanco earners and ond users In 



odditlon. NEXTUNK oHers several non·network·basod onhencu<J c..ur""'""''·"' lt '"Q onrvlr nq 1n cu~•om· 
ers nationwide, Including 11 variety of interactive voice response ("'VR") product6 1.lf1U 11 vlrlunl • " " '"""'' 
cations center for mobile profosslontlla and workgroups. 

The Company currently operates 14 facllttles·basod networks providing awltchod local and long 
d istance servic,es In 23 markets in seven Slates. Tho Compar.y enllclpates that on oddltlonoJ throo 
markets will be served by three additional networks by December 1997. These 26 markets. In add1 lion to 
four other markets currently under development, have a total of approximately 8.0 million addressatle 
business fines. The Company's goal Is to add or expand markets end market clusters to increase us 
addressable business fines to approximatety 11 million by the end of 1998. 

NEXTLINK Is pursuing its targeted customer base In markets of all sizes. In larger markets. the 
Company has operational networks in Los Angeles and Philadelphia, and networks under development 
in Chicago and New York City. The Company also has operational networks In medlum·sized markets 
such as Las Vegas and Nashville as well as sn11!1for markets lhat have boon clustered In Or11nge County, 
Califomia and central Pennsylvania. The Company will enter larger markets on a stand·alono basis 
where It is economically attractive to do so and whore compotilivo and other market factors wan ani such 
entry. The Company also considers pursuing smaller markets whore It can extend or cluster an oxistmg 
network with relatively little Incremental capital. The Company anticipates that tho addressable business 
lines in thtl l:ltger markets that it is currently operating and developing will represent tho majority of tho 
Company's addressable business hnes by year end 1998. 

NEXTLINK has experienced sfgnllicanl growth In its customer base. NEXTLINK's custom or access 
lines In service have increased from 8,511 access fin.es at December 31, 1996 to 17,409 access lines at 
June 30. 1997. 1n those markets where the Company has offered switched local sarvices for atlenstt 2 
months, the Company has increased Its access lines In service from 8,511 at December 3t . 1996 to 
15.450 .at June 30, 1997. The Company has also ach1oved significant growth in tho rate of quarter ly 
lnstaflalions of now cr)stomer access lines. from a total of 1,604 in tho fourth quarter of 1996 to 6.153 in 
the second quarter of 1997. At the end of August1997, the Company had a total of 26.921 Installed 
access l ines. For those markets In which tho Company has offered switched focal services for at least 1 2 
months, the rate Increased from 1.604 installations in tho fourth quarter of t996 to 4,3 t0 in the s!:!cond 
quarter of 1997. 

NEXTLINK believes that a critical factor In the successlul lmplemontaiiOn o f its strategy is the quality 
of its management team and their extensive experience In the telecommunications industry. Tho Com· 
pony has built a management team that II believes Is w ell suited to challenge tho dom1nance of the 1 LECs 
in the focal exchange market. Craig 0 . McCaw. tho Company's founder and prlnc•pal equity owner, 
Steven W. Hooper, the Company's Chairman of tho Boa:d. Wayne M. Perry, the Company's V1co 
Chairman end Chief Executive Officer, and James F. Voelker. tho Company's President, each has 15 or 
more years o f experience In leading companies In competillve segments of the telccommunicaiJons 
industry·. In addition. tho presidents of the Company's operating subsidinrios and tho Company's senior 
officers have an average of 14 years of experience In the telecommunications industry. Mr. Hooper and 
Mr. Perry are the most recent additions to the NEXTLINK executive management team. both of whOm 
were members of tho sen!or management team at McCaw Cellular Communications. Inc. ("McCaw 
Cellular' ') during the years In which It became the nation's largest cellular telephone company. J:'ollowing 
McCaw Celfulnr's sa.le to AT&T Corp. in 1994, Messrs. Perry and Hooper were V•ce Chairman and Chief 
Executive Officer. respectively, of AT & T Wireless Services. Inc. 

Business Strategy 

The Company has built an end user· focused, focally oriented organization dodlcalod 10 provodmg 
switched local and long distance lelophone service at cornpohtlve pr.cos 10 small and mod•urn·s lzod 
businesses. The key components of the Company's s lratogy to become a toad•ng provider ol compel•· 
live telecommunl-::ations services an-:1 maximize penetration of its targeted customer base arc · 
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{)f~/OfJ 11/Q/1 Oa/Jitlfy t"tiJer Optic Notwotks with Broad Market Covorago. NEXTUNK has ... 
and Intends to continue to approach network design with a long·term viow tocus•ng on three l.ey 
elements. First. the Company designs and builds Its networks to provide OJC1ensivo coverage o• 
those areas where the density ot busmess hnes Is highest and to enabiP tho Company to provide 
d irect connections to a high percentage ol commercial build1ngs and ILEC central offices Situated 
near the network. Overtime, this broad coverage Is expected to result Inn hlghor PfOpot11on ol trnffoc 
that Is both originated and termlnnted on tho Cornpnny'n 11otworku, which ahould provtd6 higher 
lonp·torm operating mnrgh>n Sorond. thu Company constructs high capac1ty networks that utrhzo 
lnruu IUJur IJuntJius capable of carrying high volumes of voice, data. video and Internet trahl ;: as wolf 
os other high bandwidth services. This strategy should reduce potential "overburlrJ" costs and 
provide added network capacity as tho Company adds high bandwidth sorvlcos In tho futuro In 
Atlanta, Chicago, Now York and Newark. Now Jersey, tho Company will utilize loasod dark f1bor and 
ftbor capacity to launch facllltlos·basod sorvlcos and begin building a customer baso In advance of 
completing construction of Its own f1bor optic network in those markets Third, the Company 
employs a uniform technology platform based on Not1el OMS 500 switches (ten of which are 
currently installed, lncludrng one switch that has been installed at tho Company's testrng and 
network operations control center. and on addrtronal four of whrch are currently planned to be 
rnstalled by tho er d of tho first quar1er of 1998}. associated distribution technology and other 
common transmission technologies enabling tho Company to (i} deploy features end functrons 
quickly in all of its networks, Oij expand swnchrng capacrty in a cost otfoctrvo manner and (Iii) tov.er 
maintenance costs through reduced training and spare parts requirements. Tho Company also 
utilizes unbundled loops from the ILEC to connect the Company's switch and network to end usor 
buildings and is evaluating other alternatives for building connectivity, Including wlroloss connec 
tlons, for the "last mile" of transport. 

Contrnue Market Expansion. Tho Company's goat is to add or o•pnnd nmrkets und market 
clusters to increase Its addressable business lrnos to approJCrmately 11 rnrll1on by tho end ot 1998 
Tho Company anticipates contrnulng to expand Into new geographic areas. lncludrng addrtronat 
lilrgo markets, as opportunities arrse either through building new networks. acquiring exrstmg 
networks or acquiring or leas1ng darl fiber and frbor cnpacrty. NEXTLINK also botroves that its 
strategy of operating its networks in clusters (r) offers substantraf advantages mctudrng oconomres 
of scale In management. markotrng. sales and network operatrons. (n) enables the Company to 
capture a greater percentage o f regional traffic and 10 develop regional pricing plans. because the 
Company believes that a slgnificar,t level of traffic terminates wrthin 300 miles ol lts orrgrnauon and 
(iii} provides oppor1unities in smaller markets that are too small to develop on a stand alone basis. 

Offer Enhanced Communications SoMces. NEXTliNK offers customers valuo·addod sor· 
vices that are not dependent on tho Company's local facrhtios. Tho Company behoves that w1th 
those services It can establish a customer base In a market In advance of constructrng network 
lacllltlos as well as offer additional sorv:cos in markets whoro tho Compony has constructed 
facilities. The Company plans to market Its enhanced communications service ollorrn~s an all otits 
markets, as wotr as In areas of planned network e•pan~Jon. Thrs should Increase tho Company's 
vrsibllrty, develop customer relationships and assist the Company In attrao::ting local exchange 
customers when lt operates networks in these markets. 
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The Stock Offering 

Class A Common Stock offered by the 
Company: 
U.S. Stock Offering .. ••..••..•..•..... • 
I ntornatlonal Stock Offering . . • • • •...•.•.. 

l!IIAI •• • · · · · · · · 
Clab~ A COIIIIIHJII tJtu1.k u!1n1o11 ••v lion !Onllorl(J 

Shareholder: 

U .S. Stock Offering •.•.• .. ...•• •••.... . 
International St.ock Offering . •...•...•• •.. 

Tolol . . •.••.•.•..••..•..•.... ••. .. 

Common Stock to be outstanding nftor lho 
Stock Ollerlng(1 ): 
Class A Common Stock ..•.•.•....•••.. 
Class B Common Stock . .••...••....•• 

Total •••.••••.• .•.. ...•••••..•. • .. 

Use of Proceeds •. .••.•. . . ... •.••.•••. . 

Nasdaq Na~onal Market symbol ••..•....... 

Concurrent Debt Offering ..•. •..••••.... 

DMdond Polley .•.. .. .••.. ..•. ...• •• . 

9 .600.000 shares 
2.400.000 shares 

12.0'00.000 shares 

2.560,000 sharo~ 
640,000 shares 

3,200.000 shares 

15.992.174 shares 
34,406.523 shares 
50.398:697 shares 

Tho Company intends to use substantially all of the 
not proceeds from tho Company Oflering for 
oxpondolwos rolatmg to tho expansion ol exiSting 
networks and services. tho dovolo;:~mont and 
acquisition of new notwotl<5 and scrvocos and tho 
lunding ol opcrat1ng losses and workong capotal. 
The Comp1111y will not rocolvo any olthe proceeds 
from tho sale o l 3,200,000 shares ol Class A 
Common Stock otforod by tho Selling 
Shareholder. See "Use ol Proceeds." 

NXLK 
Concurrently v11th tho Stock Olfenng, the 
Company 1s olfermg S400 0 m1lhon aggregate 
proncipat amount of NeN Notes The 
consummation of the Stock OHerong 1s not 
contmgent upol') the consumma11on of the Debt 
Otfonng. The use of proceeds from the Debt 
Olferong arc substanhally tho ::amo as the 
Company Offering. Soc " Ocscropt•on of Certa1n 
Indebtedness- Description of the Now Notes.'' 

Tho Company has not paid and docs not 
antlc1pato pay1ng any d ividends on tho Class A 
Common Stock in tho foreseeable futuro Sec 
" D1vldend Polley " 

(1) Based on the number of 5hares of Class A Common Stock and Ctass B Common Stock outstarnM~ as ot 
September 19. 1997, Gild assum1nl) tho consummaiJon of the Stock OHenng Excludos 3,367,216 shales ot 
Class A Common Stock lssuablo upon tho oxoretso of optiOns granted to duoc1ors, olf~rs and employees of 
tho Company and 654,858 shatos of Class 0 Common Stock Issuable upon the c•orclso of an opoon that has 
been granted to James F. Voelkl!l See "SOCullty Ownership of Cenaltl Bcnef•CIOI O"nor~ nnd Management " 
Tho wolghtod average excrciso price for the combined opuons to pu1chaso Class A Dl>d Class 0 Common 
Stock OUI$Iand1ng as of Septombet 19, 1997 was $4.35 per share 

Risk Factors 

See " Robk Factors" lor n d1scusslon ol connln fnctors wh•ch ~>hould hr• ct•11~ 1001N J by potenttal 
iniiOSIOrS. 
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Summary Hlatorlcal Conaolldated Financial and Operating Data 
(Dollars. In thouaanda, except per share d ata) 

Tho summary historical consol•dated financial data presented below as of December 31, 1995 and 
1996. l or the period from inception (Soptembor 16, 1994) to Decembor 31 , 1994 and lc.r the years ended 
December 31, 1995 and 1996 are derived from and qualified by reference to the audttod Consolidated 
Financial Statements of the Company contained elsewhere In this Prospectus. Tho Company's ~onsolt· 
dated Financial St<:temenls as of December 31, 1995 and 1996. for tho period lrom Inception (Septem· 
ber 16, 1994) to December 31 , 1994 and for tho years ended December 31, 1995 and 1996, have betln 
audited by Arthur Andersefl LLP. lnclepondont public accountants. The summary historical consolidated 
flrnanclal data presented below as of Juno 30, 1997 and lor the thr.oe and six month periods ended 
Jume 30, 1996 and 1997, have been derived from the unaudited Interim Consolidated Financial State· 
ments of tho Company. In the oplnlon of maMgemont, tho unaudited financial &tatomonts have oeen 
prepared on the same basis as the audited financial statements and include all adjustments, which 
consist only of normal recurring adjustments, necessary for a fair presentation olthe financial position 
and the results of operations for these periods. Operatlng results for tho throe and six month periods 
ended June 30, 1997 are not necessarily lndlcatrve of the results that may bo exr.octod for the full year 
ended December 31, 1997. The operating data presented below are donved from the Company's 
records. All of the data should be read In conjunction with and are qua!tfted by reference to " Manage· 
mont's Discussion and Analysis of Financial Condttion and Results of Operations." and the Consoli· 
dated Financial Statements of the Company and notes thereto containod elsewhere In this Prospectus 
The Company's financial results lor tho year ended December 31, 1996 and tho throe and six month 
pnriods ended June 30, 1997 Include tho results of lTC, which was ncqulrod In December t 996. and 
Unkatel Pacific, L.P. ("unkatel") , which was acquired In February 1997, tro111 their respective dmos or 
acquisition. 

Stotomonl ot Operation• 0&11: 
~t<>ue 

• Costs ono e•~nscs 
Ope<at.ng • 
Sellrng oencrll and 

adl1'\ot\4tta!i"te • 
Deleu~ compeno.>loon •• 
DOPIOCi.Jf!Oft And ~'1'\!lltO"' 

LOS!. IIOtn operaLIQO.I 
...... ~., lncOI'IO 
'''loros: o.pcnso 
Loss baloro mmo11ty lnlorosts 
~tmonly ltltarests 

Nol tou 

Pretorr OII otoek dO'o/IC!enas and 
accrvloon ot p~ofenod stock 
reoompt>on obbgaltOn, 
ondudong ~suo costs •••• 

Net Joss appteable to common 
.n.vo• 

Pro lorm,l n<t ton ~ rtwo ( t ) 

Pro lorma "eoght~ av<~ralji! 
"""'be' ol INto• OUis">ndrng 
( I) 

Period ' 'om 
lncepllon 

(September t o. 
1tt4)1o 

Oocombtr 31 . 
1 i~4 

s 

106 

232 

(3:!>2) 

(352) 
3 

$ (3'1$) -

Yoar Endao 
December l1 . 

1H5 1996 

s 7,552 $ 

6618 

11.:.63 
315 

3,458 

(12,462) 

2He6 

2SOO• 

31 ,353 
9.9 14 

10 340 

(51 ,015) 
t 0,U 6 

(30,876) ~~-....:..:..;~ 
(1 2.061) (71 ,445) 

344 ~o __ ~ 

s 

Sla Montho 
Ended 

June 30. 

17.().1 ' s ~ · 6{,11 

10813 .._' I ~4 1 

11 491 n 103 
t liS 

• t S2 8.931 

(15,41 5 ) (33,4:?2) 
3,099 10,521 

(8 G.UI) (?2,().1 1) 

(20 0S4) (:i0.942) 
121 171 

Ttucc Montha En ded 
June 30, 

1996 1997 

s l•f·11 s 1 1 f .,, 

' " 1 
· ~cJ: 

691~ 1~ C':J 
m 

'323 .: ~~:S 

(8 744) ~~ · e t JJ 
2.M7 s 4112 

(1 ,00?1 110 iY.l2J 

!1 3 /89) (76 423) 
72 75 ----

(71 ,101) s (20.6:13) s ~~ -$ --....;...;.. l!lO 711) s (13717) s (:16.348) 

$ (71,101) 

S ( I 89) 

37.5!17.8 10 

6 

~ 

(I 7.3!>l) (10 550) 

s (68.124) 

$ (I 80) 

37 UJ8 8118 37,847.61 3 



[_ 

~sh o•pctJ>dod •• 0 ••••• ~ 

O..bl ISsued and AS~mod . • 
Equ~y Issued ••••• • 

Total 0 •••••• •• • 0 ..... $600 

Yoor Ended 
0Ktm!Hr 3 1, 

1t95 '"' 

$35.417 $ 72.G42 

6.5S4 8.228 

7~9 5 .602 

$49.230 $85.872 

(4) A$ ldjUSied 10 gN11 e!fo<:l 10 l,ho nil ptOCII<lS Of U\0 Company O!f .. "'Q 

I IJ M011:111 
fndtll 

June 30. 

'"' lt97 

Thre• Montha 
En<lfll 
J~30. 

'"' '"' 
$44,498 $1 00.695 527. 109 s 40.0011 

6 ,103 
1)~2 

$51 .253 s• c.o.695 S27.109 s •o.ooe -
(5) M IIOjUSled 10 give e!lac!IO llle nef ptOCitl!S of U\0 Company Oftlttng and U\0 Debe Ofloong 
(G) ~ged US Treas..wy HQ.flllel, which IOptiSinltundl l ullioeniiO ptOV>dl lof Polymlnlll'l l \111 Of 11\IOIISII/VOUQh ArJr~ 15. 

1099 on the Company' a 12~" Senior NOles <lUI~ 1 ~. XIQG 
(7) Tllt optJibng d&la lof AI po<IOds aub$equent10 MatCh 1996 ~ l,ho 11<114btl Of lhe las Veg•' ~twot• . .. t><h lhe 

Company ~ and In wtloch l,ho Company llu a ~ rnembeflhop 11\lltfiSI 

(8) RooAo mollS •tin 10 IN nurnbltf 01 ~ts of tno ltl..:QmmcJri.QI>Ons p.~!h on wl1<lllhe Comparlf ownoo Otte•>e<~ f.~><:< OP1>' 
ca~ are lnslaled. 

(9) F•bor mils 11!1<1 10 llle numbef of route ~~ lnstalllcj alOng • lci«ommunaloOn> 1)0111 mu'l·pl..-1 by lhe Cotrr>mt • 
II!Jmall oltno number of flbe<s along u ... s peth 

(10) Reptnents build-"'J physlcally c:ont>«ttll 10 1111 Comp.a"(a net-h . e•CfudlflQ It~ c:onno<:IOd by unbun<J ~ ILEC 
taolllltJ. As ol .Ani 30. 11197, tno Compony haO 1,284 bu ld.ngs physc.allt connoelod 10 111 noiNOt~a. lndud ng 1110so 
bu;td'"OS comec:led IIVougll unbundled ILEC foC~rt.-a 

(I I) SWIIChes •nsulled ~as of Oec.mb<>• 31 . 1996 and a ubsoquonl dolo> tHO tong <l•sla nco S'Mic:ho• •~<lt><ll(l '"1/., IIC 
ACQV•Stbon and as of June 30. 1(197. file awltch lnsUttl<'1 In NEXTUIS. IM COmP<Jn{s IOOitng lae>l-y 

(12) Roptor.onlalhe number of accou linM In IIMCo. tnciVdong Chosel.nc• WhlCII ''" p<OV>ded lhf~IDI;h ' 0""' ' o1 c~nltc• •OMCo• 
101 wtlfCII 111<1 Company Is boll.ng UMC es 
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131 
T04al Ull'lll u pendJ!ules. ec:quislllON, ano lnYintmenlJ .n a!UQies weto runoeo u IOIIow1 

Period From 

Cash o•~ ... .. .. . 
Debl oswod anc1 assumed • • 
EqUJ!y iSWOO ••••• • ••• 

lnupdon 
(September 16, 

1tt4) 10 
o.c.mber ) I, 

'"" 
SiOO 

YurEnd..r 
O.Uml>er 31, 

ltt5 '"' 

$35,41 7 

s.ss-
7.259 

s n .042 
8.228 

5,602 

Sla Monlhe 
Ende4 

June )(I, 

.... ltt7 

$-«,408 S I 00,655 
6 ,10J 

Three MonlhJI 
Ended 

JunelO, 

'"' ltt7 

S27.t09 s •o.ooo 

l OCal $GOO $49.230 $85872 $~ 1 .2!13 $100,69~ S27, 109 S 40.000 -c•J Al aCIJVStod to QIVtl enect 10 lllO '* proc:eee~~ Oltne Company onemo 
(5) As IIDjUSIO<I 10 give lllecl 10 lllO net PIOC .. CIJ 01 11>41 Company Olfe<lnQ anc:l !he Debt Olfe<tng 
(0) I'WKIQ.cl U ll Trtuury Heldltt, whlc:h tepttttnllunels aufllclentiO prOV'delot Pol~ In lui ollniOtOliiiVOUQh l;pt4 15 

11199 on lllO c:omp.nfa 12\t% s.,., N- due Apd. 15. 2008 
(7) The ope<abng da!A lor al periods au~ 10 I.Wc:h 1996 onclude 1!\e at.al4ta ot lhO U.s Vega. nc- .. h.Ch tho 

Company managu ano tn .. 11oc:h lllO ComPolny has a 4<W. ~ onte< Ht 
(6) Ao<IIO ........ toleR 10 N numbot ol miles ollhe letecommunocatcns pall> on .,ilie/1 lllO ~/OWMCI OIIUMO LDOt cp:< 

ublco "" lnsiMieel. 
(9) Fiber ,.,.s reiOI'I 10 1!\e numbet ol route miles inStalled along a telecornmunoeatoons path nut'I)Lod C>y 11>0 Coml).lnt • 

Hllii\AIO ot tho number ollibers along Ullol p.lth 
( I 0) Rop!O>Onll butfd<ngs phy5lully COIVIOCIO<J 10 tho Company's nt!twor~s. G•c:IUO.ng lhOSO COMOC10<J C>y UI\Wncl'CO ILEC 

'"""''"' As ot .1w1t 30. 1997. tho Company "-IS 1.284 Du•lcj.ngs phys.c.aDy connoc:tea to"" n<~rwor•s II>Clu<l ro thOse 
bu•ldlnga connected thtough unbundled ILEC lacii!JIIS 

(11) s .. tchos lnstallo(S Include as of DectmbGr 31, 1096 and l ubsequont datos. two IO<l(l <Jostanco I WIIChO& ftCOUOIO<I"' tho lTC 
ncquoslloon nncl as of Juno 30, 1997, tho awltch lnstallta In NEJCTI.AD. tllo Coml)4ny'atoltong laCJt~y 

( 12) n optolOnlstho numoor Ol accon llnos ln aoMc:o,lnclud.ng those Iones who< II ft!U PIOVIdo(S ~~~0\JQII IOlliiC Ol CollltO• OOIYoC O•. 
1()1 wlt•CI• tno Cornp~ny I• bttllng IOIVI<:OS 
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RISK FACTORS 

Prospective Investors should consldar carafully, tog other wrth the othar information contained In this 

Prospectus. the following factors: 

Negative Cash Flow and Operating Losses; Limited History of Operations 

The development of tho Company's businesses and tho installntlon ond o•pnn~IOII of rt:. networks 

require significant expenditures. a substontoal portoon ol which nruat bo nmclo boforo any rovcnuas rnay 

be raalized. Cartaln of tho oxpondlluron nro o•ponbod lib Incurred. whllo certain other expondtturos 1110 

cnpilnht od 1 ho~uuxpumllluros. t.>gothor Wlth tho assocoatod early operating oxponses. rosullln rrogo 

11vu cu~h Uow and operating losses until an adequate revonuo bato 11 ol!obllshod Thoro can bo no 

assurance that an adequate rovonuo baao will bo oalobllshod lor any of tho Compnny's networks. Sinco 

inception, tho Company'a oporoUona hovo resullod in not lossos o l SO 3 million for tho porio<l from 

Soplombor tO. t994 through Oocombor 31, 1994, $12.7 million for tho yonr ondod Oocornbor 31. t995, 

$71 .1 million lor tho year ended Oocombor 31 , t99G nnd sso. 0 million for tho six months C'1dod Juno 30, 

1997. Tho Company will continuo to Incur slgnrllcant oxpondotures In tho futuro In connection wuh the 

acqwsltoon. dovotopmont and expansion of its networks, services nnd customer b:1se Thoro can bono 

assurance that the Company will achlove or sustain profotablhty or gonorote po~111ve rash flow In tho• 

futuro . 

Tho Company was for mod In Soptombcr 1 00~ A r.ououloc;llnl portoon olmo Company's revenue for 

tho yonrs on dod Oorombor :l t , 1 uo::Lauu t 090 nnd for tho six months ended Juno 30, t 997, w:1s dorrved 

rrom tho OI IOtiiUon~ of tho Company's IVA enhanced service offering, which operations wore acquired 

uy 1110 Company in September 1995. Prospect111e rnvcstors, thereforo. have very lomotcd histoncal 

lmanclal information upon which to base an evaluatoon o f the Compnny·s performance 1n tho busonoss 

which will be its principal focus In the future. Tho Company has only recently commenced operaltons ns 

a single source service provider of lelecommunicalions sorvoces Grven tho Company's hmrted oporllhng 

history. there can be no assurance that It will be ablo to compete successfully rn the lelecommunoc:~ltons 

business and to generate positive cash now In the futuro . 

Significant Future Capital Requirements; Substantial Indebtedness 

Expansion of the Company's existing networks and scrvicas and lho development and acquo sotoon 

of new networks and services will require signol1cant capital expond1turos. The Company estomntos tt1a1 

tho cash required to fund Its antlcipatod cap1tal expendnures and opcratong losses (excludong acquos•· 

tions and Interest to bo funded by pledged securities) for tho second half ol 1997 and for 1998 woll 

approximate $370 million. Tho Company's anticipated growth subsequent to 1998 will reqUIIe subs tan· 

ltal addollonal capital. The Company wrll also conhnue to evaluate addnronal revenue opportumltes 1n 

each of Its markets and. as and when anractive oddotccnal opportunrlies develop, tho Comp:1ny plans to 

mako capital investments In Its networks that might bo required to pursue such opportuMI&s TtlO 

Company expects to meet its addrtional cap~al needs wrth the proceeds from credot facrhtoos and other 

borrowings, tho proceeds from sales of debt socuntros. the solo or rssuonce of equity securi110s and 

through joint ventures. There cnn be no assurance. however, that the Company wall be successful in 

rais1ng suffrcicnt additional capital on terms that it will consider acceptable or that tho Compnny's 

operations will produce positive cash now In sufficient omounts to sorvlco It~ debt and to pay cash 

dividends on the Company's 14% Senior Exchongoablo nodeornoblo Prolorrod Shares. par value S.Ot 

per share (tho " 14% Prolorrod Shares"). Failure to raise and generate sutfrclent funds may require the 

Company to dolay or abandon some of Its planned futuro expansion or expenditures. which C<luld havo 

a material adverse effeC1 on the Company's growth and its ability to compote In tho telecommunications 

servoces Industry. See "Management's Discussion and Analysis ol Financial Cond•toon or1d nasults o l 

Operations-Liquidity and Capital Resources." 

Tho Company expocts to Incur substanual addotlonal Indebtedness (including secured lndeblort 

nass) durrng 111e next low years 10 finance tho acquisitron, construchon anrl expansoon of nctworl.s 11 1(0 
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purcha.se of additional switches, the offering of switched local and long distance sorvlcos, the lntroduc· 
lion o f other new service offerings and the dovelopmeni and lmplemeniation of a comprehensive 
Information technology p latform. As of June 30, 1997, aher giving pro forma etfoct to the Debt Offering. 
the amount of total consolidated hablhties of tho Company would have been approximately $791.8 
million. 

The future funding requirements discussed above are based on tho Company's current estimates. 
There can be no assurance that ae1ual expenditures and funding requirements w1il not be significantly 
higher or lower. 

Risks Associated with Implementation of Growth Strategy 
Tho expansion and development of tho Company's operations (including tho construction and 

acqufsllion of additional networks) will depend on, among other th ings, tho Company's ability to oso055 
markets, identify, finllllco and complete suitable acquisitions, design fiber optic network backbono 
routes. install fiber optlc cable and facilities, Including sw1tches. and ob tain rights-6f·way, bu1ld1n11 access rights and any required government authorizations, franchises and permits. all in a hmoly 
mann or, at reasonable costs and on satlsfae1ory terms and conditions. In addlt10n. tho Company has 
oxperioncod rapid growth since its Inception. and tho Company bolioves that sustolnod growth places a 
strain on oporatlonal, human and llnanclal resourcos. In order to monago Us groW1h, NEXTUNK must 
continue to Improve Its operating and admlnistrat1vo systems Including the continuod devetoprnent of 
effective systems relating to ordering, provisioning and blihng for telecommunications seMcos. 
NEX11.1NK must also continue to anrae1 and retain qualified managerial, pro fessional and tcchmcal 
personnel. As a result, there can bo no assurance that tho Company will be ablo to implement and 
manage successfully Its growth strategy. The Company's growth strategy also Involves tho following 
risks: 

Ouallfied Personnel. NEXTUNK believes that a c11t1cal component for11S succ~;ss will be tho atllac· 
tion and retention of qualified managerial, profcssronal and 1cchnrcal personnel. During 1997 tho 
Company has exporienced significant compeh!lon in the anrae11on and retention of personnel that 
possess tho skill sots that the Company is seeking. Allnough tho Company has boon successful in 
anract lng and retaining qualified porsonnel, thoro can be no assurance thai NEXTLINK wlil not oxpo11· 
enco a shortage of qualified personnel in the futuro. 

Switch and Equipment Installation. An essential clement o f tho Company's current strategy IS tho 
provision of switched local service There can be no assurance that tho mstallat10n of tho ICQUIIOd 
switches, fiber optic cable and associated electronics necessary to lmplomontll1o Company's t1uslness 
.plan w ill conlinuo to be completed on lime or that, during the tostlng of these switches 1.1nd related 
equipment, the Company will not oxperlenco technological probloms that cannot be resolved Tho 
failure o f the Company to install and operate successfully additional switches and other network 
equipment could have a material adverso eHect upon the Company's nbihty to enter nddrt•onnt markets 
as a single source provider of tolecommunications services. 

lnrerconnecrlon Agreements. The Company has agreements lor the .ntorconnocliOn of i1s nol· 
works with the networks of the ILEC covering each market in which NEXTUNK elthor has or is construct· 
ing a network, with the exception of those markets In Illinois, Now York, Georgia and Now Jersey. 
NEXTU NK may be required to negotiate new, or renogollate exishng mtorconnecllon agrcemenls as it 
enters now markets In the future. There can be no nssur a nco that the Company writ successtully 
negotiato such other agreements for lnterconneclion with tho ILEC orronewals of existing lnterconnoc· 
lion ag rooments. Tho failure to negotiate required Interconnection ogrco:nonts could have a matenal 
adverse offoct upon tho Company's abihly to enter rapidly tho tolecommumcallons market as a single 
sourco provider of telecommunications services. 

Ordering, Provisioning and 8 11/mg. The Company has dovetopod processes and procedures ana 1S 
working with external vendors, Including the ILECs. in the lmplementatoon of cu~tomer orde-rs lor 
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their notworka. lho lncomo of compoUtora to tho ILfC1, InCluding tho Company, could bo matorilllty 
advorsety alfoetod. If Mura regulatory doelslons alfOtd the ILECs lncteasod accoss services pnclng 
floxlbllity or other regulatory relief, such decisions could also have a matorialadvorso off oct on compeU· 
tors to the ILEC, including the Company. 

The Company also faces. and expects to continue to taco. compehtoon from other current and 
potential mar1<et entrants, including long distance carriers seeking to enter, reenter or expand entry Into 
the local exchange mar1<et placo such as AT&T Corp. ("AT&T"), MCI Communications Corporation 
("MCI") and Sprint Corporation ("Sprint"), nnd from othor CLECs. cornpototlvo nccoss provld("li 
("CAf'11"), c nbiO lOIOviiiOil OOinlllllliOG, Oloctrlc ullloliOG, IIIICIOWIIVO CIIIIIUID, wlruluu~ luluptrnnu c.yuturn 
opurutor11 ond prlvato notworko built by largo ond·usora, In addllron, a conllnurng trend toward combrna· 
lions and strategic alliances In tho telecommunications Industry could g lvo rlso to significant now 
compotltora. Tho Telecom Actlncludoa provlalonc which lmpoao conoln rogulalory roqulrornonls on o il 
local oxchango carrlert,lncludlng compoUtoreauch as tho Company. while granting tho FCC expanded 
authority to reduce the level of regulation applicable to any or all telecommunications carriors. includrng 
ILECs. Tho manner in which thaso provisions of the Telecom Act oro Implemented nnd enforced could 
have a material adverso effect on the Company's ability to successfully compote agarnst ILECs and 
other telecommunications service providers. Tho Company also competes With oqurpmont vendors and 
Installers, and telecommunications management companies w11h respect to cenain ponions of rts 
business. Many or the Company's current and potential competrtors havo fononclnl. personnel and other 
resources. includrng brond namo recognition. substantially greater than those of tho Company. as well 
as other competitive advantages over the Company. 

The Company also compotes with long distance carriers in tho provrslon of long distance :orv1cos. 
Although tho long d istance market Is dominated by four major competitors. AT&T, MCI, Sprint nnd 
WorldCom. Inc .. hundreds of other companies also compote on tho long d1stonco rnarkotplnco. 

Roguletlon 

The Company is subject to varying dog roes of federal. state and local regulation. The Company rs 
not currently subject to price cap or rate of return regulatron. nor 1s 11 currently roqurred to obtaon FCC 
authorization lor the installation. acquisrt1on or operatron of 11s network lacrlrtros Funher. the FCC has 
determined that non-dominant carroers. such as the Company and Its subsidrorros. nrc not roquo•ed to frio 
Interstate tariffs tor interstate access and domostrc long drstanco service on an ongorng basrs On 
February 13, 1997, the United States Court of Appeals for the D1strrc1 of ColumbrO! granted motrons lor a 
s tay of tho FCC detariffing order pond1ng judrclal review of that orctor. Tho result of thos stay rs that carrrors 
must contrnuo to file tarilfs for Interstate long di~lanco Eervices. Tho FCC requires tho Company and its 
t>ubsldiarlos to file interstat& tarif.s on &n ongoing basis for interstate and lntoonallonal lntoroxchango 
traffic. The Company's subsldidrlos that provide or will provide Intrastate services oro ntso generally 
subject to conilication and tariff or price fist toling requirements by state regulators. Although passage o f 
tho Telecom Act should result In Increased opportunities for companies that oro compotrng wrth tho 
ILECs. no assurance can be given that changes In current or future regulations adopted b;' tho FCC or 
state regulators or other legislative or judicial inillatrves relatmg to the tolocommunu:atrons industry 
w ould not have a material adverso effect on tho Compc:ny In nddotron. although the Telecom Ac1 
provides incentives to the ILECs that oro subsidiaries of nogronal Ooll Oporollng Companies ("nBOCs'") 
to enter tho long distance sorvico morkot. thoro can bo no assurance that those ILECs wrll negotiate 
qurckly wrth competitors such as tho Company tor the requirl'd lntorconnoctrOn of tho competitor's 
networks with those of the ILEC. On July 2. 1997, SBC Communlcahons Inc ("SBC'1 and 1ts local 
exchange carrier subsidiaries filed a lawsuit In the United States Oistrie1 Court for tho Northern Distrie1 or 
To~tns challenging on Constitutional grounds tho Telecom Act restrictions npplrcnblo to tho RBOCs only 
Tho plaintiffs In tho case seek both a declaratory judgment and an Injunction ogornst tho ontorccmont of 
tho challenged provisions. See " Buslnoss- Rog·;latory Overview." 
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On May 8. 1997, the FCC released an order establishing a aignilrcantty expanded lodoral tolocom· 

munications subsidy regime which b oth Increased tho size o r existing subsidies nnd created now 

subsidy lunds. Although the FCC order dosettbos a method lor dotormlnlng the amount the Company 

must contribute to support these subsidies, tho Company is currently unable to quanttfy the amount or 

those payments that it will be required to make, or tho eltoct that those required payments wtll have on its 

ltnanclal condition. In tho May 8 order, the FCC otso announced that tt Will soon revtso its rules lor 

substdtzing sorvtco provided to consumers In high cost areas. See " Businoss- Aogulatory Overview." 

On July 18, 1997, the Unit0'1 SIMes Court of Appeals for the Etghth Ctrcutt overturned many of the 

rules the FCC had established pursuant to the Tolocom Act governing the terms under which CLECs 

may, among other things, interconnect with llfCs. reseiiiLEC soMcos. lease unbundled ILEC network 

elements and terminate ttaffic on ILEC networks. The Eighth Circuit declsion substantially lrmlts the 

FCC's jurisdiction and expands the state regulators· junsdrcttOn to set and onlorco rules governing th~ 

development of local competition. M e result, it is more hkely that tho rules governing loCDI competltlon 

will vary substantially from state to state. Most states. however. have already begun to establish rules lor 

local competition that are consistent with the FCC rules overturned by the Eighth C1rcuit. If a patchwork 

o l state regulations were to develop. It could Increase the Company's costs olregulatory compliance 

and could make competitive entry In somo markets moro dlff1cult and expens1v11 than 1n o thers Seo 

" Business-Regulatory Overview." 

Oopondonco on Largo Cuatomora 

to date tho Company has derrvod a substan~al proponlon of its rovenu\ls trom certa1n largo 

customers of its competitive access services and 1ts IVA enhanced communlca~on SeiVICO ol!eungs. tho 

loss of one o: moro of which could havo a mllterlaladverso effect on tho Company's operatmg rosull~ 

The Company's 10 largest customers accounted lor approx1matoly 66':., 51'" and 28'• of tho Com· 

pany's revenues In 1995 and t99G and for tho SIK months ended June 30, 1997, rospocuvoly. Tho 

Company docs not have long·l orm service contracts w11h most ot lhoso customers Tho Compnny wdl 

cotntinuo to be dependent upon a small number o f customers for tho majouty ollls revenues unttl such 

ttme, 1f any, as the Company generates substantial revonuos from tho prov.s1on ot !iVIIIChod locnl nnt1 

long d1stanco communications services 

Rapid Tochnologlcol Changes; Licenses 

Tho tolocommunications Industry Is subject to rap1Cl nnd s1gnrhcnnt changes In technology. Tho 

effect on the Company of technological changes, mclud1ng changes relatmg to emerging vmoltne nnd 

w1retess transmission and switching technologies. CDnnot be prod1ctod ThO Company lrom ttmo to t1me 

rece1vos requests to consider ltcertsing ~nain patrnts hold by thud pani'ls that111ay ha~o beartng on tts 

IVA and vinual communiCDiions cent or services. Tho Company cons1dors such requests on thctr me11ts. 

but has not to date entered Into any such license agreements Should the Company be rnquuod to pay 

license lees In tho futuro, such payments. 11 substantral . couto have a matertal adverso effect on tho 

Company's results of oporatlons. 

Oopondenco on Koy Peraonnel 

The Company's businesses are managed by n 5mnl' number ol l<uy o•ucuttvu oll•c..or~. llwto~:; ol 

conain ol whom could hove o rnatorfol odvorao olfoct on tho Company Tho Company behoves that Its 

luluro success will doponClln largo p4rl on Its ability to dovolop a largo and sophlsttcated sates force and 

11~ obdlly to ottrnctand retain highly skilled and qualified personnel. Most of tho executtVO olf1~:ers of tho 

Company. Including the presidents of Its operating subsidiaries. do no t havo employm ent agreements. 

Although the Company has been successful m anrscttng and rotaming quahllod personnel, thoro can bo 

no assurance that NEXTUNK will not experience a shonogo o f qualof1od personnel 1n tho futuro 
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Common Stock lor a period or 180 days from tho date or this Prospectus. w1thout the pnor wnnon 

consent or Salomon Brothers Inc. oxcopt under limited circumstances. Soo "UndorwriMg " 

ThP ComoAny hn• fliPd n r"(JitthnUou flfAtl'runnt "" ' ttttu f'; n ff lfn u.. 1 t 1 .,•r,unn '" tuul•tnt 

... ,-t l.t,. 1nU allaluo u f ~hsoo A (..uuunuu Ulu\.k tCIOolvct.l fu1 l::a:aur-uu U Of tutlu u tu.Jut lllu J,.t.au 

In addrtion, the Company has granted corta1n holders of its capital stock nghts to require tho 

regislfation lor sale of such capital stock under the Secuntios Ac1 See " Doscnptoon or Cap.tal Stock ­

Registration Rights." 

1 he actual sale or tho perceived potential for th e sale of shares or Common Stock could have an 

adverse effect on the market price lor It .o Class A Common Stock See "Shares Ehg1blo lor Future Sale " 

Dilution of Shares 

Purchasers of the Class A Common Stock ollorod hereby w111 expononco 1mmed1ato and substanllal 

dilution In not tangible book value per share ol $15.95. Soc "Dilullon." 

Risks Regard ing Forward Looking Statements 

Tho statements contained In this Prospectus and In associated pnor l111ngs by tho Company w1th the 

Secur1IIOS and Exchange Commission which are not historical laC1s arc " forward·IOOking statements" 

(as such term is defined In the Private Securities Uugation Reform Ac1 o f 1995). which can be identJf1ed 

by the use or forward·looklng terminology such as "behoves". "expects", "may", " y..,tr', " should", or 

"anticipates" or the negative thorool or other vauations thereon or comp:~rablo terminology. or by 

d1SCUSS1ons of Stfategy that involve ns•s and uncertatnlles Management WIShes to cau11on tho reader 

that those forward ·looking statements, such as tho Company's plans to build and acqu1ro networks 1n 

new areas. its anticipation of revenues from designated markets, a'nd statements rogard1ng tho develop · 

mont or the Company's businesses. tho m arkets for tho Company's serv1ces and produC1s, the Com· 

pany's anticipated capital expondlluros, regulatory relorm and other statements cont:~med hore1n 

rog;ud1ng manors thatllrc not historical facts, nrc onty p rod1ctionr. No nssurnnco can bo g1von that tho 

futuro results will be achieved; actual ovonts or results may d1ffer matcually as a result of usks facmg the 

Company. Such risks include, but arc not hmited to. the Compnny's ab1hty to successfully market 1ts 

services to current and now customers. access markets. identify. f1nance and complete suitable acqu1SI· 

hons. design and construct l1ber optic networks. install cable and lac1hhes, lnclud1ng SWitching electron· 

ICS, and obtain ughts·OI·way. bu1ld10g access ughts and any requ1rcd governmental authouzatJons. 

lranchlsos and permits. all in a timely manner. at reasonable costs and on satisfactory terms and 

cond1hons. as well as regulatory, legislatiVe and jud1C1<1l developments that could cause aC1ual results to 

d1ffer mater~ally from tho futuro results Indicated. expressed or 1mphcd. In such lo:ward·look1ng 

statements. 

THE COMPANY 

NEXTLINK Communications. L.L.C., tho p redecessor to tho Company. was organized on Sept em· 

ber 16, 1994, to provide local lacilltles·basod telecommuniCations sorv1COS with a locus on dohvermo 

switched services to commercial customers. On January 31. 1997. NEXTUNK CommuOJcahons. L L C 

was m erged with and into the Company, o Washing ton corporation The pnnc1pal executive offices o lthc 

Company are located at 155 108th Avenue N.E .. 8th Floor. Bellevue. Washington 98004. Tho telephone 

number 1S (425) 519·8900. 
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use OP PllOOIH!DO 

Th" n!'l nrocoed9 to the CompMy from the sale of the Class A Common Stock offered in the 
;.;ornpany Ollullr1(l aru aolllllatal.llu u a appruohotnlnly t.llm n llllllluto ~~··:>I Uuollllllll II lion llurlnowrlinr" ' 
over-allotment option Is exercised In full) alter deduction ol Underwrllur:.' Ol~counl:• uno u~lunutuu 
expenses payable by the Company. The Company intends to use substantially all of tht net proceeds 
f rom the Company Offering for expenditures relating to the expansion of existing networks and servrces. 
tho development and acquisition of now networks and services and tho funding of operating tosses ancl 
working capital. The Company has agreements or agreements In principle to effect throe acquisition 
uansactions for aggregate consideration of $22.5 million In cash, a promissory nato payable in tho 
aggregate principal amount of $5.0 million, 698,487 shares of Class A Common Stock and tho assump­
tion of $8.5 million In debt. See "Management's Decision and Analysis of Flnanclal Condrhon and 
Results of Operations - Uquldity and Capital Resources" and "Business- Tho Company's Telecom­
munications Services." Pending such uses, tho not proceeds to tho Company will be invostod in b:1ort 
term. Investment grade securities. 

ConcurrenUy with the Stock Offering, the Company Is olferfng $400.0 mrllron agyrogato pnncrpar 
amount of New Notes pursuant to the Debt Offering. Tho consummation of the Stock Offering Is not 
contingent upon tho consummation of the Debt Offering. The uses of proceods trom tho Debt Offering by 
the Company are substantl:llly the same as tho Company Offering. Should the Debt Offering not be 
consummated, the Company Intends to seek additional capital. See "Management's Decision and 
Analycis of Financial Condition and Results ol Operalions - Liquidity and Capital Resources " 

The Company will not receive any proceeds from the sale of the 3,200.000 shares ot Crass A 
Common Stock being offered by the Selling Shareholder. Tho primary owner of tho Selling Shareholder 
Is Craig 0 . McCaw. Mr. McCaw and his wile are in the procoss ol d issolvrng their mamage which the 
Company has been informed is ihe reason such stock is being sold. 

DIVIDEND POLICY 

Tho Company has not paid any cash dividends on rts Class A Common Steel< The Company 
intends to retain futuro earnings, II any, to frnance tho ctevolopmcnt and oxpansoon otrts busoness(:S and. 
therefore. does not anticipate paying any dividends on the Class A Common Stock In the foreseeable 
future. The decision whether to pay dividends will be made by the Board ol Directors in light of 
condil.ions then existing, Including the Company's results ol operations, frnancial condition and require· 
ments, business conditions and other factors. Tho terms of tho 14'~ Preferred Shares prohrbit t'le 
payment of dividends on any capital st\lck that does not expressly rank senior to, or on a paruy with, the 
fr 4% Preferred ShaJes as to dividend rights until full cumulativo dividends arc paid on tho t4% Preferred 
Shares. In addition, the terms of the Company's t 2'h% Sonror Not.os due Aprrl t5. 2006 (lhc "12'//3(, 
Notes") and the New Notes olfered pursuant to the Debt Olferrng. rcstrrct t/'le Company's abllrty to pay 
cash dividends. 
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CAPITAUZATION 
(Dollan In thouunda) 

The following table sets forth as of June 30, 1997, the actual capitalization of tho Company. tho capitalizallon 
of tho Company as adjusted to reflect (i) tho Issuance of the Class A Common Stock pursuant to the Stock 

Otlering and (•~ the conversion of 3,200,000 shares of Class B Common Stock which arc bf.!'lg converted into 
3,200,000 shares of Class A Common Stock offered lor sale hereby by tho Selling Shareholder and tho 
capitalization of the Company as further adjusted to reflect the Debt Offering. This table should be read 1n 
conjunclion with tho Soloctcd Consolidated Financial and Operating Data and tho Consolidated Financial 
Statements and notes thereto Included elsewhere In this Prospectus. 

Cash. cash equivalents and marketable socurltlos ...•..•••• •.. 
Pledged sccunties( 1) ..••.•.. •• .. •. ..••..•.•. •....••... 

Total ••••••••..•.•• ••..•..••••••....... •......•. 

Current port1on of long-term obligations and payable to atltllate . . . 
Caplt at lea so obligations, less current portion .•• ••......•.. .. 
12'h% Senior Notes due 2006 
9~% Senior Notes due 2007 .. ••••.••••.•.•••..••...•... 

Total debt ...• ........... ..••.•••.•••...•• •. ..••. 

Minority lnterests(2) . . .. . ...... ••.. . •• ..•. . ..... ....... 
14% Preferred Shares, par value $ .01 per share, 25,000.000 shares 

authorized and 5,901,706 shares Issued and outstanding, net of 
Issuance costs(3) ............• •• . •••••. • .••.•••....• 

Glass B C<>mmon Stock, par value S.02 per share, 519,950 sha1es 
issued and outstanding subject to redemption by the 
Company(4) •..• ....••......•... ..••..•...•.•.•.• 

Shareholders· equity (dellcit): 
Common Stock, p81 value $.02 per share, stated at amounts 

paid in; Class A, 110,334,000 shares authorized, 176,534 
1ssued and outstanding (15,376,534 shares Issued and 
outstand.ng, as adJUSied): Glass B, 44,133,600 shares 
authonzed. 36,165,259 shares issued and outstanding 
(32,965,259 shares Issued and outstanding, as adJusted)(5J 

Deferred compensation • . • • . . . . . . . . . . . . . • • • . • • . . . . . . 
Accumulated doficft ...•.. •.••.•.•....•..... . ... . .... 

Total shareholders' equity (deficit) • • . • . . • • • •...•.. • 

Total capitalization ... ..... .• • . •.. .• .••.•....... 

ACIUII 

$275.288 
82,2?7 

$357,565 

s 2.810 
5,357 

350,000 

358,167 

137 

291 ,353 

4.950 

82,290 
(4,011) 

(152,305) 

(74,026) 

$500.50 1 

At ol Juno lO, IVV7 

AI Ad)ut ltd 
for tht 

At Ad)ualtd 
for tht 

Stock ONorlng ONorlnga 

$465.913 s 854,413 
82,2?i' 82.277 --- -

$548,190 s 936,690 

s 2,810 s 2,810 
5.357 5,357 

350.000 350,000 
400,000 

358,167 758,167 

137 137 

29 1,353 291,353 

4,950 4,950 

272.91!'> 272.9 1!'> 
(4,011) (4,011) 

(152.305) (152,305) 

11 6,599 116.599 

S771,206 $1 ,171 ,206 

(1) Plf:dgcd US Treasu<y aecur!I>H which represent funds au!flC*'IIO provide lor PAyroontlfllun oltnlorca11t110UQ~ Apttl 1 ~- 1999 on lhU 
ComPM~y's 12~ SeNor Notn due Apr~ 1 S, 2000. 

(2) '•'·""'•IY ontrrcsta prtmar. •ly reprewnla r>erntrW equ.ry lnvoatment on subs1an~ally ., ollhe Comp.tny's suli»Otarocs lrom 11 tomp.>ny lh.\1 
" wltnlly """""' by CrAIQ 0 McCaw 

tJJ 1 tMt CCJfn•...oy h.a" not o.KhiJod any valva In U\of r.onl.noent Wauantt &o purC1t.1\l) nn "OV'C0"'*• 015' a1 ro1tt1 cun 01 Ju-"\0' SrwCl:s (as 
dCJt ned) Ol &1M Company 011 a I""Y ct.kltOd ba'-'t AI of (ebtuaty t. t U"Je (U.o Qlf'\.lt'OMal \"/.mo1nt' I 1 f~ (:l111t .f'(if"nl Wam,f'I!J ~orne 
e-.etoP.blo on F.twuuy 1. t998. but W\1 .,,.,. upot• tn. coru.ummauon 01 U'O Sloe~>. Ott.w.ng U.MIM• ' ,,.,..J o o.C"fMJI'\It ono •nu3rv ~ 
costs n 111e ot!er.ng of tne 14" Prefent<l Slwta -• approrum&tely s 11 mo11on 

(4 ) Tt>C ComP.l11y has pr-10 the_,. ot theM all&rn an operon 10 requn tne Comp.t"Y 10 repv•ctw>v """ •h.)•u a: $19 92 ""' 
'""'o 1>1!0 ""'"0"' the loutlh quat~e< o! 1099 Suc:l\ ropurcnate ~:.on shall t~m.nett ,, au••"'J 1ne l'l<ce ~··· ~oOd com~no 
UPOn 1/l<t I BOih O•t ·~~ lht ~~· ol lhls Proapectua, 1h0 average dA~( cJos no proco 01 lhO Cl4n A Cl)mmon Sloo CUI"'!j any 
consocUINO 60 1tacMO d.ly periOd IS greater 111an S ttl 112 • 

(5) lasued and ouatana•no does notlndu0el,392.7l4 ana 1.57G, l7l atwos o1 Cl4$s A Com<""" !:•<>< • "'"' Ct.•·,, u ('""'"'"'"Slot' 
lfSI"'CifVCiy llSU3biO UIIO'I O<~CdO Ol OUIIIand.nQ OI)I>OnS 
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL AND OPERATING DATA 

(Dollars In thounnds, except per ahare data) 

l ltu :~ulu(.lull ltl~torl.:lll c:onnollo •• IO<J l lnonclnl dnlo proaonlod below oo of Oocurnbur a I, 19!Jt. nnd 

1996.1or tho period from Inception (September 16. 1994) 10 December 31 , 1994 and lor lhO years ended 

December 31, 1995 and 1996 are derived from and quahhed by reference to tho audrled Consolidated 

Financial Statements of the Company contalnod olsowhoro In this Proapec1us Tho Company'& Conloll 

tln tou l lnnnclol Stulomonle na of Oocombor 31, 1 00!1 nn<l 1000, lor tho f)Orlod from Inception (Septum 

ber 16, 1994) to December 31 , 1994 and for tho years ondod December :3 I. 1995 ond 1990. have boon 

audrted by Arthur Andersen LLP. rndependent public accountants. Tho summary historical consolioatod 

lrnancial dala presented below as ol Juno 30, 1997 and lor tho three and six month pcwods ended 

June 30. 1996 and 1997, have boon (lorivod from tho unaudrted lnlorlm Consolidated Financial Stoto· 

ments of the Company. In the opinion of management, tho unaudited financial &tatemonts have been 

prepared on tho same basis as the uuditod financial statements and inctudo all adjustments, which 

consist only of normal recurring adjustments, necessary ll)r a fair presentation of tho lrnanclal position 

and the results of operations lor theso periods. Operating results lor the throe and six month periods 

ended June 30, 199'/ arc not necessarily lndlcotivo of tho results that may bo expected lor thO lull year 

ended December 31, 1997. The operating data presented below oro derived from tho Company's 

records. All of the data should be read in conjunction with and arc qualified by reference to "Manage. 

mont's Discussion and Analysis of Flnancral Condrtion and Results of Operations." ano tho Consolo· 

dated Financial Statements of the Company and notes thereto contalnod etsowhore In lhl~ Prospectus 

The Company's financial results lor the year ended December 31 , 1996 and tho three and six month 

periods ended June 30, 1997 include the results o l tTC, wluch was acqurred rn December 1996. and 

Unkatel Paclfoc, l.P. (''Unkatcl") , which was acquired in February· t 997. from thou respectiVe dates o f 

acquisition. 

S141emen1 or Opc11Uons 
Data; 

RC!'<Cr\\il! 
Costs ano eapenses 

Oporatong 
Soll•ng, ganNnl ana 

.adm.n.stratn. o 
Oe!eu~ <:OmP<"'l..>:.Gn 
~~:oonano 

Bm0t1Jtat"ln 

Lost hom opeuu.onr, 
lnt~CSI oncome 
lnte<HI a•pense 
Loss betiOC'c m,n<>f•tv 

en'Ct('S\S 
M.nofi~Y Wl:C1C11t$ 

Net loss 

Pleflllr~ sUXk dM<Iends 
and ..:aebOn or 
prcrcrrvd ~tock 
rcdampt•o.n obltgahon, 
indud<ng 1$$110 COSllo • 

NCI loss apploQble to 
common sh;lrH • 

Pro rorm<~ net loss PC< 
·~··(I) 

f'to IU>IItiA WC•Uhlfi1 

~~····· J« "'"'"'"'' •• , • h,.,,, ~ '--"ft~t.\nd •NJ 11) 

l'erlocl From 
rncepllon 

(Septembet 16, 
1H 4) t o 

December 31, 
1i94 

s 
106 

23? 

.. 
t352) 

(3S?I 
3 

s 1349) -

Year Endod 
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1995 Iii& 

s 7,S~1 s 2~G&G 

6018 2!. 094 

9 !>(,J 31 3~3 
lH 9914 

3 • 58 10 3'10 

112 462) (51 .01~) 
IO.U G 

(49'.1) (30 87&1 

p;> 001) f71 ... ~, 
:>30 :1•• 

Sp2.731) • IJ1, 101) - - -

$ 1Jl,101) 

$ II 09) 

:l7 ~92 81!.1 
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So. Mont/\S Endr<l Thr~e Monlhl Ended 
June 30, June 30, -

1996 1997 1996 1097 

s 1:!0-'1 s :'I GG6 ~ (f.ll s 11,601 

10613 :01.9• 1 6 111 12,037 

I? •'JI ll'l tO I f fJ]~ 1!16.WJ 
11P !":'J 

4 1'11 89JI • •?J "'5:~ 

tt!J 4t ~1 (39.•?2, :&.744) (21.0131 
3099 t O !>?1 ?857 ~.·9~ 

18 GJal !<'? 0411 (70021 110 002) 
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lneludOIIIlO!tln 10 ptO'AIM- IAI Inlo'maiiOn ~ rupecliO tne ~ty 01 tne Compony 10 "-* lu".utt dellC I .....U. capul 

e>pondlturu and wor1<1ng c:apiW requltom<tnit. Soe .. ConiOIIdllod Stllomonlf of Ca•h Flow1 " 

(3) Tc>~at c;;opi\81 o•pon<lnureo. ~. and onw1tment1 on al! .. at .. we<o tundod •• toaows 

Pft1od Ftom 
fnc.pllon Three M onth.s 

(September 16, Ytor Endtd Sla Montha Enclocl Endtd 
1 ... ) 10 Ooeomber 31 , Juno 30 , Juno 30. 

O.Ctmber 31 , ---
1 ... tll!l5 ttt6 1H6 t997 IHO tH7 

Cash tt•PG"'ed $000 $3~.~ 11 $1}~7 , ..... , .. " ' 1flrf f , ~·. \.·I Hrl \.4Cl(X~ 

11~ht lu1HHI .,..,, • uttt1\ollll 
v,.o•_. .. ".'.'tJ Ill OJ 

l~~·~ty tuue.J 
7,:2!>9 $002 ()~ 

Total • • • • • • • 0 •• .... $600 $49.230 $45.872 ~t.2SJ St00695 S27. t09 $.40.008 -
(C) As odJUSied to 111'10 ettec:tto lilt net procotda of tnt Company OlloMQ 

(~) As a t!)utlecl to 0"'• lffec:tto tnt net procttda ollllt Compa."y Ollo<ong and lilt o.tlc OlleriiiQ 

(6) f'ted9td U.S Tr•awry I«UU1tteS. wfllch ltprtlent tunes ~ tO pr- lor ~nl on lvt 01 onle<HI UVOUO'> AQt~ t ~ 

t999 on tho Company's t2'A'!rt Son!Or Nottl d uo Apnl t 5, 2'00G 

(7) The O~oiWIQ d$ lor al po<locls 1111»1<1\*'110 MArch 11196 oncluclo tnt WIII)IQ ol tho W Vf~tU net~o<k. "''.cfl tho 

ComPMy ma~gos and In wlllclltl'lo Compo.ny hOI a c<no momtx"'"'P ontorost 

(8) Routo moles relers to lilt numbf< olm4n ol tne U'~ Po\ll'l on " ftoCh IN Comcw>t a.. . ...., o< ~ued I bM op:.c 

cabiO'S ate lnstollod 

(9) Foi>Of m.lon r&IOI$ to 11>0 numi>Of Olrouto miles onsUkQ o!onQ • te«<~l~ """' "", p;C'd by t'"' Con·p,t.'l)' • 

ost.mato ot troo number ol fobctl along thOt potll 

(tO) Represents bulld.ngs physQlly connected 10 lilt Company's nttt.1)<~• e•clud.ng tiiOit COI>neCied by unbunOit>cl tl.fC 

II)C.bt>cs As of June 30. t097. tro1t Cornpany hOd 1.284 butlc:III'Q$ ptlytoc:.all) connected 10 rt> not .. or~• ~lucl<n(l 1110so 

Wtci"'QS COMOCI&Cithtougll unbuncll.c!ILEC laolol.es 

(II) Sw.tc:l'llts onstall<!d inCiudo as of o.etmb<lr 31 . IO!IG ancs aul>sequent 001., t~o tong cs >tanco ,..,,,,,,. ocqu-ted .n the IIC 

acquoliiiQn and AS Ol June 30. t997. tile SWitCh 11\St.tlled .. NEXllAB. tne ComPAny I IO>""' ltcoloty 

(12) Re-pc~senu lho nurnbef ol acceu knea"' s~. enctud-.ng trw».e l.ntts 'ltt\Clate proJ10,'4Wougn re1-A'-OotCvnt'"' ' \-t.'r\<.cs 

tor "lloCI'I tro1t Company Is bil1.ng S.OIIIIOeS 
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MANAGEMENT'S OISCUSSION AND ANALYSIS OF FINIINCIIII rnNilll tnN 

AND RESULTS or nl•t-:1111 IIUNtl 

Since its inception In 1994, tho Company hils exocvtod a strategy or constructing end acquiring 

fiber optic network& and acquiring rotated telocommunicatlons businesses. Over this porood. tho Com· 

pony hns bogun development or construction or. acquired, leased r1bors or capacity on, or entered into 

ngrooments to acquire loceltole-:ommunlcations networks in 30 markets in 11 states. 

The Company's primary focus Is providing switched local and long distance and enhanced commu· 

n ications services to small and medlum·slzod commercial ond·usor customers As of July 31, t997, lho 

Company offered such services in 23 of its 30 markets. Tho Company expects to commence tho offering 

of switched local and long dlatonco aorvicoa In on additional throe markets by December 1997 and tour 

additional morkotaln 1998. In oddlllon,lhe Company plans to acquiro, build or develop notviOrks In now 

areas. expand its current networks, and also oxplcro tho acqu1silion or licensing o f addoliolllll enhanced 

communications services and other tolocommunlcatlons service providers. Those efforts should allow 

tho Company to lncroaso Its prosonco In tho marketplace. nnd facilitate providing o single source 

sotulton for tho tolecommunlcations needs of its customers 

The Company builds Its networks to encompass tho signlf1cant business conconlrations 1n each 

area it serves, focusing on direct connections to end-user locations and ILEC central olf1ces. The 

Company employs a uniform technology platform for each of its local exchange networks that is based 

on tho Nortof OMS 500 digital local and long distance combination switching plalfcrm and associated 

distribution tect>nology. As of July 31, 1997, tho Company had nino operational Norte! OMS 500 switches 

and currently plans to install four adcfltlonal switches by tho end of tho first quarter o f 1998 Tho 

Company otso has Installed a Nortol OMS 500 switch In Its NEXTl.P<B racitoty, a fully functional model of 

one o f the Company's networks, w hich serves as a tosllng facility lor switch sohwaro and tho Company's 

products and services and will sorve as tho Company's network operatoons control center. 

Tho Company olso provides enhanced communications scMcos lncludong: (o) 1ntcrnct1vo vo•co 

response services. which provide en interface between the Compan.y's clients and thou customers tor a 

vauety of applications: and (il) Magic Number, the Company's vortual communlcahons center that allows 

mobile professionals and workgroups to access a suite of commonly used communications services 

from any telephone in the public sw1tched telephone network. Historically. tho Company has dcroved a 

suustantoal proportJon of Its r0'1enues from these soMces. As local and long dostanco revenues are 

er.pccted to grow more rapidly than revenues for tho Company's enhanced commun•c<lllons scrv1ccs. 

lhe Company anticipates that. over tho next f1ve year!!>. local and long d1stanco revenues will account lor 

a SIQn•ficantly higher percentage o f total revenues. 

The development o f tho Company's businesses and tho construct1on. acquiSihOn nnd expansion o f 

its networks require significant expenditures. a substonual portion o f which nro incurred bcloro tho 

realization of revenues. These expenditures, together with tho ossoc1etcd early operotong expenses, 

result in negative cash flow until an edoquato customer baso Is established. However, as tho customer 

base grows, tho Company expects that incremental revenues can be generated with decreasing lncr ... 

mental oporalong oxponsas. which may provide positive contributions to cash now. Tho Company has 

made tho strategic decision to build high capacity networks wl:h brood market coverage. wh1ch lntllally 

increases its level of ca~ltal o~penditures and operating losses. ThO Company bollovos that over the 

long term th1s ,.,..n enhance tho Company's financial performance by Increasing tho traH1c flow over the 

Company's networks. Tho Company h11s reoonUy entered Into leased dark f1ber and f1ber capacity 

~urangcments. which allow the Company, by Installing one or more switches and related electronics. to 

enter a market pnor to completing construction of Its own f1ber optic network 
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Prior to January 31, 1997, the Company was a llmltod nobility company that was classrfred and taxod 

as a partnership for federal and stele Income lax purpOses. As ol January 31, 1997.tho Company was 

su bjoct to fodoral and state Income tax. 

Results of OpereUona 

Throo and SIK Month Periods Endort Juno 30. t!J97 Compared w/lt1 Throo and Sill Mont11 

Porlods Endod Juno 30, 1996 

Revenue Increased 74% to $11.6 million during tho socond quarter ol1997. from S6.7 mrllrun 111 tho 

same period in 1996. Yoar to dato revenue of S21.7 million roprosontod an 80% Increase from tho $12.0 

million reported for the comparable period In 1996. Tho Increase was. In part, due to tho acquisition of 

lTC, a swltch·basod long d lstanco resellor,ln December 1996. as well as 27% year to date groWih in focal 

and long drstanoe services (both switched and resale) and enhanced communications services. Tho 

second quarter 1997 revenues lnclu<leo $5.4 million derived from local and tong drstance sorvicos {boUt 

switched and resale), $4.4 million derived from enhanced communications services and $1 .8 million 

from competitive access and dedicated line services. This compares to S 1.0 million douvod from :ocat 

arnd long distance services (bolh switched and resale), $4.3 m1tllon from enhnnced communications 

services and S 1.4 million from competitive access and dedicated tine services during tho second quanor 

of t996. The Company's lnteractlvo voice response subsidrary contributed 3~;, and !18% of the Com· 

pany's rovonues during the second quarters ot 1997 and 1996, respectively. The revenues generated by 

this subsidiary, white generally Incr-easing over time. have tended to fluctuate on n quarter to quanor 

basis as the revenues aro generally event driven and seasonal in nature 

The Company began o ffering switched local and long distance services In seven of its markets in 

July 1996. an eighth market In January 1997, three additional markets lnclud1ng Cleveland and Colum· 

bus. Ohio, as woll as Las Vegas. In April t 997 and In 12 addrtional markets Including Phitadotphla. Los 

Angeles, and chJster markets In Orange Counly. Calllornla. in July 1997. In addition. tho Company har. 

resold Cllntrex access lines since April 1995. Tho Company increased rts quarterly customer access II no 

Installation rate from 2,745 1n tho first quarter ot 1997 to 6.153 during tho second quanor of t997. As ol 

June 30. 1997, the Company had 17,409 access lines In service comp<ued to 8,5 t1 as of December 3 t . 

1996, and 5,079 as of June 30. 1996. Revenues from the provas1on of such services arc expected to 

continuo to increase as a component of total revenues over future po11ods. 

Operating expenses consist of costs directly related to provid ing facihtros·based network and 

enhanced communications services and also include safa11es and bcnohts and related costs of opera­

tions and engineering personnel. Operating expenses Increased 97% In the second quonor of t997 to 

S 12.0 million. up S5.9 million over the second qullrter of ~ 996 For tho su< months ondod Juno 30. 1997. 

operating expen~os rose S 11.1 million. or 103%. ove1 tho same period In t996. ThO so rncroasos wore 

ollubutod to factors Including tho effect of tho lTC acquisition. an lnc1ease in network costs rotated to tho 

provision of Increased volumes of focal. tong dr~tance and enhanced communications services and tho 

Company's Increase In employees as well as other costs primar11y related to expand1ng tho Company's 

switched local and tong distance service businesses in Its existing and planned markets 

Setting, genorat and ad"'lnistratlvo expenses r·so&A""J rncludo salaries and related personnel 

costs. facilities expenses. sates and marketing, consulting and legal l ees. and equity In toss ot atf11iatos. 

SG&A Increased 127% and 133%, r<~spectively, ln the throe and siK month periods ended Juno 30. 1997. 

as compared to tho conospondlng periods In 1996. The Increase was duo to tho IT C ncqulsitron and tho 

Company's Increase in emptoyoos. as wotl as other conts associated \nth trc expansion of tho Com· 

pany's switched local and tong distance sorvrco businossos 1n us exrsllng and planned markets. 

Delouod compensation expense was recorded in connection with the Company·s Equity Option 

Plan unlll April 1997, and in connection with tho Company·s Stock Option Plan. which replaced tho 

Equity Opt;on Plan. subsequent to April 1997. The optrons granted under the Equrty Option Plan were 
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durin:) 1996 and 1995, respectively, resulting from an lnaease in value ol the underlying S(;Cunties as 

well as the grant or additional options. Sea Note 10 to the Consolidated Financial State!11ents. 

Depreciation expense Increased during 1996 primarily duo to placement in service ol additional 

telecommunications network assets, including sw1tches. fiber ophc cable. network electronics and 

related equipment as well as duo to acquisitions completed during 1995 nnd early 1996 Amonization ol 

Intangible assets lnaeasod as a result of acquisitions completed during 1 99~ and 1996. 

Interest expense during 1996 (net or S0.9 m1lhon cap1tahzc<l) pr1maroly reflects tho 1ntercst expense 

associated with the 12'h% Notes. Sao "-Uquld1ty and Capital Resources." Pursuant to Statement ol 

Financial Accounting Standards No. 34, tho Company capitalizes a ponlon ol lts Interest costs a.s part of 

the construction cost o f its communlcatJons networks. Interest income results from conain secuut1cs that 

have boon pledged as collatera. for Interest payments on tho 12'h% Notes and investment ol excess 

cash. 

Year Ended December 31. 1995 Compa1ed wrt11 Ponod f1om lnccptton (September 16, 1994) to 

Docembor 3 1, 1994 

From Incep tion through Oecombor 3 1, 1995, tho Company acquired cona1n oporatong assets and 

one company. These acquisitions have been accounted for uhhz1ng tho purchase mv 'laC o f accounting, 

and accordingly. the Company's Consolidated Flnancoal Statements 1ncludo tho results of operations ol 

these acquisitions from tho datos of acquisition. Tho acquired assets and llabll111es wore recorded ot theu 

estimated fair value on tho ocquisulon datos. and approproato amounts wore allocated to ontang1blc 

assets, including goodwill . 

The Company generated its filst rovonuos. o total ol $7.6 niolloon. on 1995. Ot those rovonuos. S3.2 

million wore derived from competitive access and dodocate<l hno services. S 1.0 mol loon lrC'rn local 

exchange rosalo services and S3.4 million from interacuvo vooco response sorvocos 

Operating expenses lnaeased from $106.000 In 1994 to S6 6 mlthon 1n 1995. Th1s Increase IS duo to 

the acquisitions described above and expansion of tho busonoss 

SG&A increased from $232,000 In 1994 to $9.6 molhon m 1995 SG&A mcreascd substantially as a 

result of acquisitions and tho development of the Company's systems and structure to suppon tho 

onticrpatod growth of its business. 

Dopreciatoon Increased from 56.500 in 1994 to S 1. 1 rnrlhon on 1995 duo to the ad dod propcny. plant 

and equipment as a result of tho acquisitions and expansion of the networks completed In 1995. 

Amoni.tatlon of Intangible assets increased from S7 .000 in 1994 to S2 3 m1lhon 1n 1995 C::uc to tho 

ocquisitrons and tho resulting increase In intangible assets 

Interest expense was $499,000 in 1995 and related prirnaroly to a note to Eagle n ovor llmt wns 

subsequently convened to contributed capital on December t . 1995 

M1noroty Interest in not losses increased from S3.oo ... in 1994 to $230,000 on 1995, duo tu oncroases 1n 

losses and the addition of minority members' Interest In conain of tho Company's acquired subsldloroos 

The net foss before minority Interest was $13 .0 million and tho not loss was S12 7 m1lllon In 1995 

compared to $352,000 and $349,000. respectively for 1994. 

Liquidity and Capitol Resources 

Tho competitive local telecommunications serv1co busonoss 1s a caprtal ontonsovo bu~rnt•s:. Tho 

Company's existing operations hevo required and will conll'luo to roqu1ro substantial cnpualonvostmont 

for tho acquisition and Installation of fiber. electronics and related oqutpmont In order to prov1do 

swotchod sorvocos In tho Company's networks and the funding o f operating losses durong tho stan·uP 

phase ot each market. In addition. the Company's sttatog1c plan calls for oxpansron onto adOotronat 
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market areas. Such expansion will require signlt1cant additional c.opltal for; potential acquisitions of 

businesses or assets; design, development and construction of new networks; and the fund1ng or 

operating losses during the start-up phase o f each market During tho f~tst s1x months or 1997, tho 

Company used $45.8 million In cash for operating actrvilies, compared to S6 2 milhon for tho samo 

period In 1996. The Increase was primarily due to a substantial increase in the Company's actiVities 

associated with tho development end Initiation or switched local arnd long distance services and. to a 

lesser degree, duo to the actlvilles associated with the Company's enhanced communications sorvicos 

operatlons. Outing the first six months of 1997, the Company 1nvostod an additional SHl0.7 m1llion in 

cash in property and equipme.lt, acquisitions ol tolecommun,catoons businenes and eqully invest· 

ments in tolecommunica.tlons businesses. During the same penod in 1996, the Company n1vo>stod $44 5 

million In cash In property and equipment and acquisitions of tolecommunlcatlons assets and 

businesses. 

In August 1997, tho Company ontored iniD a non·binding letter ot Intent to acquire all outstand1n~ 

shares of Start Technologies Corporatlon ("Start") , a shared tenant seMces provider servmg commor· 

cial buildings in Dallas. Austin and Corpus Christi. Texas and Phoenix. Anzona. Sotv~ces offered by Start 

Include local and long distance services. Internet occoss and customer promise equipment manag.-. 

mont. Start currently provides services under long term contracts to 600 corporate customers, or 

approximately 13,000 end users. If a definitJve agreement is executed. tho Compnny Is expeCied to pay 

consideration for tho transaction consisting or $20.0 mllhon in cash, <:41 ,336 shares or Class A Common 

S:ock and the assumption of approximately $3.6 m1lllon of llabchhos. 

In July 1997, tho Company exocutod a dofinilivo agroomont to acquire all of tho outstand1ng shares 

of Chadwick Telecommunications Corporation ("Chadwlc.k"), a switch·based long d1stance rosollor in 

central Pennsylvania. through a merger transaction between Chadwick and a wholly owned subscd•ary 

of NEXTUNK. Chadwick serves approximately 11,500 customers throughout tho central and eastern 

Pennsylvania regions. The merger Is anticipated to close in tho !herd quarter of 1997. Upon closmg. ttlo 

Company will Issue consideration lor the transaction consisting ol a prOtfuSSOty note pa)•:lblo m tho 

aggregate principal amount of $5.0 mithon, 257,151 shmes of Class A Common Stoc~ ond tho ossump 

tion ollong term debt totaling $4.9 million. Tho morgor ngroornontnlso prov•dos for [lddlllonal payments 

of up to a maximum of 192,863 shares o l Class A Common Stock over a two year peuod, wcth these 

payments being contmgont upon tho acquired operation achuwmg spccrfled p erformance goals 

In September 1997. tho Company entered Into a doftnillve agreement to acqUJro corta1n telocommu· 

nications assets of Unicorn Thermal Technologies. Inc. ("UTI" ), lnctud1ng two OXIS!1ng route miles or 

network plus 13 miles of conduit in downtown Chicago. The Company also has tho right to partcctpato 1n 

tho ongoing expansion of UITs network in Chicago The existing network currently provides connec!IV· 

•ty to 28 build1ngs. Tho Company agreed to pay $2.5 mill1on In cash, plus up to an lldd•tconal $560.000 for 

tho acquisttion of certain additional tolocommunlcallons faclll!ces Tho Company will al~ be ro>qUIIed to 

tssuo certain addrtlonal consideration to UTI for a portion o l tho network expansion costs, up to 

S3.4 mi111on in cash plus tho Issuance ol up to 60,022 shares ol Class A Common Stock. 

In Juno 1997,the Company entered Into an eight year exclusive ogreomont, wtth 110 optiOn to ronow 

tor live add1tionaJ years. with a company that has ox cess fiber capacity in each of Atlanta. Ch•cago. Now 

York Ccty. Newark, New Jersey and Philadelphia, wtltch it agreed to make avaJiablo to the Company In 

each ol those markets ot a substantial discounL In addition to tho capacity arrangement descubed 

above, tho Company also has entered into a 20·yoar lease ol capacity over an oxistmg 47·mlle f1bor 

network in New York City, which elCiends from the Wall Street aroo north to midtown Manhattan. In Juno 

1997. the Company paid $11 million In full satisfaction of its obligollons under this leBSe. SG million ot 

which has been placed In escrow pending complollon ol certain buildtng connoC11ons by the lessor 

These arrangements will allow tho Company to accelerate its entry Into each of those markets by 

enabling tho Company to ovoid a s ignificant portion o f the Infrastructure development and construction 

tune that would otherwtse be required to launch swllched local ond long d istance serv1c<.'s 1n llic:>5<t 
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also acquire or Invest In businesses that consist of existing networks or companies engaged In busl· 

nesses similar to those engaged In by thO Company and its subsidiaries or other complomontruy 

businesses. 

As of June 30, 1997, the Company had unrestricted cash and Investments of $275.3 milhon and 

$8.54.4 million on a pro forma basis alter giving effect to the Offerings. The Company estimates that the 

cash required to fund Its anticipated capital expenditures and operating losses (excludong acqulsitooons 

and Interest to be fundod by plodged securities) lor tho second hnll of 1997 nnd lor 1998 will appro xi· 

mato $370 million. 

Tho Company's planned growth subsequent to 1998 will require substnnhal addobonnl cap11al to 

lund capital expondlturoa, acquisition opportunities. working capitol and ony futuro opornllng los~os 

Tho Company will continuo to ovoluato oddlllonal rovonuo opportunities In ooch of Its markets ond, .as 

attractive opportunities develop, tho Company plans to mako additional capital Investments In Its 

networks to pursue such opportunities. Tho Company expects to meet Its addotlonal capital needr. wit!' 

the proceeds from sales or issuanoo of equity socuritlos. credll faclhtios and other borrowings, sales of 

addotional debt securities, and through joint ventures. Thoro can bo no assurance. however, that tho 

Company will be successful In raising sufficient eddotlonal capotal on terms that It woll consoder accept· 

able or that tho Company's operations will produce posltivo consolidated cash now in suflociont amounts 

to meet Its interest and dividend obligations on outstanding socurltles. Falluro to raiso and generate 

sufficient funds may require tho Company to delay or abandon some of its plannl!d futuro expansion or 

expenditures. which could hate a material adverse effect on tho Company·s growth and 1ts abolory to 

compete in the telecommunicatoons services Industry 

In addttlon. tho Company's operating floxlbiliry with respect tn certain business matters is. ond w ill 

continue to ba, limited by covenants assoclated with tho 12V>% Notes and tho Now Notes. Among other 

things, these covenants limit the abUory of the Company and its subsldoarics to incur addottonal indebUtd· 

ness, create liens upon assets, apply the proceeds from tho d isposal of assets, make drvodend payments 

and other d istributions on capital stock and redeem capital stock In a6dotion. tho terms of tho 14% 

!Preferred Shares contain certain covenants that may lomot tho Company's operahng flex,bolott with 

respect to the Incurrence of indebtedness and Issuance of additiOnal preferred shares. There .;an be no 

assurance that such covenants will not adversely aHect the Company"s ability to l onance us future 

operations or capital needs or to ongage In other business acllvotlos that may be on the mtorest or the 

Company. The Company was In comphance With all covenants assOClilted With tho 12· , •. Notes and 

14% Preferred Shares as of June 30, 1997. 

N:~w Accounting Standard 

In February 1997,tho FinanCial Accounung Standards Board ossucd Statement No 128. ··earn •• 1gs 

Per Share·· ("SFAS 128'1. which rovises the calculahon and presentation provosoons of Accounhng 

Principles Board Opinion 15 and related interpretatoons. SFAS t 28 Is effective for the Cornpany"s fiscal 

year ondong Ooeembor 3 1. 1997, ond rotroaetivo application Is roqulrod. The Company docs not oxpoct 

tho implementation of SFAS 128 to have a matenal effect on earnongs per share amounts reponed pr ior 

10 that date. 
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BUSINESS 

Overview 

NEXTUNK was founded in 1994 by Cullg 0 . McCaw. Its prlndpal equity owner. to provide local 
lacilltlos·based totocommunlcollone eorvlcos to Its targeted customer base or sm..JI and medoum-sized 

bualno""· In July 1996, NEXTUNK bocame one or tho first compo~tovo local exchange carriers 
("CLECs") In the United States to provide rocilotios·based switched local services under tho Tolocommu· 

nlcatlons Act or t996 (the "Telecom Act" ), which opened the entire local exchange market to competl· 
tlon. In each of the markets It servos, NEXTLINK soaks to become o principal competitor to tho 
incumbent local exchange carrier ("ILEC") for Its torgotod customers by providing on Integrated pack· 

ago or high quality local, long dl~lanco and enhanced telecommunication~ services at compelltlve 
prices. 

Tho market potential for compollhvo tolocommunlcations services Is large :~nd growing. Industry 
sources estimate that In 1996 tho total revenues from local and long dos::~nce telecommunications 
services wore approximately S183 billion. of which approximately StOI bolloon wore derived from local 
exchange services and approximately SB2 billion from lntertATA long d istance seMcos. Based upon 
FCC lniOfmation. aggregate revenues lor local and long dostanco services grow at a compounded 
annual rate or approximately 5.5% between t991 and 1996. Tho Telecom Act. tho FCC's Issuance of 
rules lor competition and pro-compotouve policies developed by state regulatory commissions have 
created opponunities lor now entrants, lncludong the Company. to capture a port ion ol tho ILEC's 
dominant. and historically monopoly controlled. market share of local sorvocos. Tho development ol 
switched local services competition. however. is In its early stages, and tho Company behoves that 
CLECs currently serve lower than 1% of tho total business lines In tho United States 

Tito Company's targeted customer base within tho niltion<'ll telecommunications milrkot is small to 

medium·slzod businesses. gonorolly those businesses With lower than 50 access lines. Based on 
consultants· ropons. the Company ostrmatos that ns of year end 1996. there wore approximately 170 
million access lines nationwide, Including approximately 55 milloon business l•nes 

Tho Company develops and operates high C<lpacoly. Iober optoc network~ " 'th broild onarkel cover· 
age In a growing number of markets across tho Unilod Slilles In ots swotched local soMco mDrkets. the 
Company offers its customers a bundled package of local and long dostonco services and also offers 
dod•cated transmission and compo~tove access services to long dostance camers and end users. In 
nddluon. NEXTUNK offers several non-network· based enhanced communications scMcos to custom· 
ers nationwide, including a variety of interactive voice response ("IVA") products and a vortual communi· 
cations center lor mobile professionals and wo:kgroups. 

Tho Company currently operates 14 lacilllies·based networks providing swotchod IOC<'ll anCI long 
d ostance services in 23 markets In seven states. Tho Company anticipates that on odd•too11al throe 
markets will be served by three additional networks by December 1997. Those 26 markets, In nddotoon to 
lour other markets currently under development, have a total of approximately a 0 million addressable 
business lines. The Company's goal Is to add or expand markets and market clusters to oncroase its 
addressable business lines to approximately 11 mill,on by the end or 1998. 

NEXTUNK is pursuing its targeted customer baso in markets of all sizes In larger mari.Ots. the 
Company has operational networks In Los Angeles end Philadelphia. and networks under dovelopmont 
in Chicago and New York City. Tho Company also has operational networks In mcdoum-sizod markets 
such as Las Vegas and Nashville as won as smaller markets that have been clustered In Orange Couroty. 
Colofornla and central Pennsylvania. Tho Company woll enter larger morkots on a stand-alone basis 
where It is economically attractive to do so and where competitove and other mar~etlnctors warrant such 
entry. Tho Company also considers pursuing smaller markets whore 11 can extend or cluster an existong 
network with relatively little incremental capitol Tho Company anticipates that tho addressable business 



lines in tho larger markets that it is currently operating and developing will roprosonl U1o majority of tho 

Company's addressable business lines by yoar end 1998. 

NEXTUNK has experienced significant growth In its customer base. NEXTliNK"s customer access 

lines In service have increased from 8,511 access lines at December 31, 1996 to 17,409 access lines at 

Juno 30, 1997. In those markets where tho Company has offered switched focal services for at toast 12 

months. the Company has Increased Its access lines In servlc,o from 8,51 1 at December 31. 1996 to 

15,450 at Juno 30, 1997. The Company has also ach1oved signifiCant growth in the rate of quarterly 

Installations of new customer accoss l1nes from a total of 1,604 In the fourth quarter of 1996 to 6.153ln 

the second quarter of 1997. At the end of August 1997. tho Company had a total of 26,921 Installed 

access lines. For those markets In which the Company has olferod switched local services for at least 12 

months, iho rate increased from 1 .604 Installations in the founh quarter of 1996 to 4,31 0 1n tho second 

quarter of 1997. 

NEXTUNK believes that a critical facror In the successful implementation of us ~:ralogy Is tho quality 

of its management team and their extensive experience In tho telecommunications Industry. Tho Com· 

'""'V ""Q lllllll n rnnnaoom~>ntleflm thnt II believll~ Is wollsuitoclto chollenQo tho clornrnnnco ol tho ILECs 

lit lhu lm .. tll u " t l wuuu tllntkol C1 alu U Mt.<.aw. lim CtHitpnrty D fuurufnr nwl '"'''' Jpnl nqully t~wunf 

Steven W. Hooper, tho Company's Chairman ol lho Board, Wayne M. l'u11y, tllu Conlp.my·~ V1cu 

Chairman nnd Chief Executive Of11cer. and James F. Voelker, tho Company'5 President, each has 15 or 

rnoro yoara of cxporlonoo In loading companloa In competitive aoornonlo o l tho tclocommuniCllliOII~ 

Industry. In oddrtlon. tho prosldono.s of tho Company'• operating aubsldlorlo5 end tho Company'& senior 

officers have an average of t 4 years of experience In the telecommunications Industry. Mr Hooper ami 

Mr. Perry are the most recent addillons to the NEXT LINK executive management team. both of whom 

were members of the senior management team at McCaw Cellular Communications. Inc. ("McCaw 

Cellular") during the years In which it became tho natlon's largest cellular telephone company Following 

McCaw Cellular's sale to AT&T Corp. in 1994, Messrs Perry and Hooper were V1co Cha11man nnd Ch10f 

Executive Officer, respectiVely, of AT&T Wireless ScMces. Inc. 

Mnrkot Oppor1unlty 

Puorto 1!)84, AT&T dominated both tho local o.c.hunuo illld IU"IJ Oo:.t.u•t.•• no.otkulpl.u u hy """'"'II 
the operating cnt1ties that provided both local exchange and tong d1stance serv1cc~ to mo~t olthe US 

population. While long drstanco competition began to emerge rn tho lata 1970s, the cn11cal event 

triggering the growth of long distance competition was the breakup ol AT&T and the soparnt10n of its 

local and long d istance businesses as mandated by tho Mod1f1ed Final Judgment relat1ng to the breakup 

ol AT&T (tho " MFJ"). To Iosier compe111ion in the long diStance market. tho MFJ proh1biled AT&T's 

d1vcsted local exchange businesses, tho RBOCs. from acting as a single sour:o provoder of tolocommu· 

nications services. 

The Company believes that a similarly critical event occurred In 1996 w1th lho passage of tho 

Telecom Act In most locations throughout tho Unuod States. tho ILEC has operated wtlh a Vlr1ual 

monopoly over tho prov1510n of most local exchange soMces llowovcr. ju~l as compohhon slowly 

emerged in the long d1stance business prior to tho MFJ. compotltivo opportumuos also hovo slowly 

emerged ovor tho last 1 0 years at the local tovel. 

Industry sources estimate that in 1996the total revenues from local and long distance telecommunl· 

cations services were approximately S 183 billion. of whiCh approximately S 101 b1lllon wore derived from 

local exchange services and approximately $82 billion from lntort.ATA long distance serv•ces. Based 

upon FCC inlormalion. aggregate revenues for local and long distance services grow at a compounded 

annual rate of approximately 6.5% between 1991 and 1996. Although the MFJ relating 10 the breakup ol 

AT & T established the prccondrtions for competition In the market fo1 long dostanoe services In 1984. tho 

marJ..ct for local cKchango services has until recently boon virtually closed to compctihon and has largely 

boon dom1nlllod by regula led monopolies Ellens to open the local e~chilngo marS..ct begnn '"tho lata 
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business linea. Tho Company's matkot research Indicates that these customers prefer a single 

source for all of their telecommunications requirements, Including products. billing. lnstallatilln, 

maintenance and customer service. The Company has chosen to locus on thl s segment based on 

Its expectations that higher gross margins will generally be avallablo on services provided to these 

customers as compared with larger businesses, and that ILECs may be loss hkoly to apply signlfr· 

can\ resources towards retaining these customers. The Company expects to attract and retain these 

customers through a d irect sales effort by offering: (i) bundled local and long distance services. as 

wen as tho Company's enhanced communications services: (il} up too tO% to 15% drscount to 

comparable pricing by tho ILEC. depending on tho Individual markot: and Oi~ responsive customer 

service and support provided on o local level. 

Foster Decentralized Local MaMgement and Control. The Company believes thatrts success 

will be enhanced by buflding locally based management teams that are responsible lor the success 

of each o f its operational markets. The Company has recruited expononced entrepreneurs and 

industry executives as presidents or each of tho Company's operating subsidiaries. many ot whom 

have previously built and led their own start·up tolocommunicatlons businesses. Tho local prosl· 

dents and their teams are charged with achiOVJng growth objectrves in tholr ros;Jectrvo markets and 

have decision making authority In key operating oreas. Including customer caro, network growth 

and building connectivity, and managing tho rolotlonshlp and provisioning efforts with tho ILEC. Tho 

Company has established an lncontlvo based compensation policy lor these management teams 

thetis basod upon tho nchievement ol targeted growth and operational ObJectives. Tho Company 

be:leves that this local management locus will provide a cntical com1!9Utrvo edge rn customer 

ncqulsitlon and retention In each market 

Further Develop EffectNe Direct Sales and Customer Care Orgamzatrons. NEXT LINK Is bUild· 

lng a hlghl)• motivated and experienced d irect sales force and customer care organ11:atoon that is 

designed to establish a d irect and personal relationship with Its cus:omers. The Company has 

expanded Its sales lor co !rom 98 salespeople al year end 1996 10 150 salespeople at Juno 30. 1997 

The Company expects to further Increase its sales Ioree to approxrmatoly 200 salespeople by year 

end 1997. Salespeople are given Incentives through a commissron structure that targets .;o•. olD 

salesperson's compensation to bo based on performance To ensure custumer satrslactiOn. each 

customer will have a single point of contact for customer care who is responsrble lor solvrng 

problems and responding to customer Inquiries. Tho Company has oxpnnded rts customer care 

organization from 36 customer care employees nt ynnr end 1996 to 81 customer CDro employees at 

June 30, 1997. 

Continuously Improve Provisioning Processes to Acculerote Revenue GroNih. Tho Company 

behoves that the Immediate challenge lor CLECs will be dovolop1ng effective provrs1onrng systems, 

which Include the complex process of transltlonlng ILEC customers to tho Company's network. 

Accordingly, the Company has begun to idontrly and will focus, as a key compoUti\O stralegy, on 

Implementing best PfOvlsloning practices In each of its markets that Wtll provide lor rapid and 

seamless transitions ol customers from tho ILEC to tho Company. To support tho prOVISionrng ol lts 

services. the Company has begun the long·torm development of a comprehensive Information 

technology p latform geared toward delivering Information and automated ordering nnd provision· 

Jng capability directly to the end·usor as wolf as to the Company's lntornnt stall. Tho Company 

believes that !hose practices and Its comprehensive Information technology platform. as developed, 

will provico the Company wllh o long· term competitive advnntngo and allow 11 to implement more 

rapidly switched local services In Its markets nnd to shorten the ttme between tho receipt of a 

customer order and the generation of revenues. 

Develop High Capaciry Fiber Optic Networks wrth Brood Mar!.et Coverage NEXTUNK has 

and Inlands to continuo to approach network design With a long·term v1ow focusing on three key 
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Company's operating subsidiary In each local mar11et, has been generally 10% to 15% lower than lhe 

pricing for comparable local Jorvioes from the ILEC. The Company"& current produC1 offering ~lude$ : 

• Standard dial tone, Including touch tone dialing, 911, and operator assisted calling; 

• Mulll·trunk services, Including dlreC11nward d ialing (DID) and direct outward d1al1ng (DOD): 

• Long distance service, Including 1 +, 800/888 and operator services; 

• Voice messaging with personalized greetings, send, transfer, reply and remote rolrteval capablh· 

ties; and 

• Otroctory ltstmgs and assistance 

Currently, tho Company otfors CAP services In 23 markets, focusing on long diSlllllCO earners and 

the private line needs of high volume customers. In addition, data services that are currently altered by 

tho Company Include Ethernet, TOKEN rings, and Fiber Distributed Data Interlace (FOOl). 

Tho Company's CAP services, which are used as both primary and back·up circuits, fall into th ' e 

principal categories: (Q special access circuits that connect end-users to long d1stance carriers : 

Ql) special access circuits that connect long d istance carriers' facilities to ono another; and Qlij pnvate 

hne circuits that conneC1 several facilities owned by tho samo end·usor. 

Enhanced Communications Services 

NEXTLINK's IVA platform rJiows a consumer to d1al into a computer· based system usmg a toll·free 

number and a touch tone phone, nnd, by following a custom1zod menu, to access a vnrloty of inlorma· 

tion and to leave simultaneously a profiio olthe caller behind lor use by ollhor NEXTLINK or Its chants. 

Currently, NEXTLINK provides lour typos ol IVA services· 

• LoavoWord- prompts the consumer to leave messages ol any length or complex1ty, rang1ng lrom 

catalog requests and contest en!lios to specific product quostions and surveys: 

• Dealer Locator- helps o consumer to locate the nearest dealer o l tho client's products by 

Instantly identifying tho consumer's area and rospond1ng with tho names. addresses and phone 

numbers ol tho client's locations within any desired mileage rad1us: 

• Automated Order Entry- allows consumers to purchase products using tho lnterocuvo phone 

service 24·hours a day, with real·timo order and cred1t card conhrmatoon as wollns arrang1ng for 

dohvery of tho now 11om to the consumer's desired address. end 

• Interactive Call Center- provides tho consumer with a men'J of selections that Jnciu<Jo Dealer 

Locator. Automated Q;dor Entry and other fune110ns. including recelv1ng a catalog, rog1stor1ng the 

warranty of a product, contest entry :llld an option tor callers to be forwarded to a love opora'or. 

NEXTLINK also provides a v1nual communications center for mob1le proless1onao~ ond workgroups 

through Its Mogle Num!>er sorvico, which otfors a suite ol personal communications sorv1CO$ Those 

services are made available through a speclaliz.ed personal telephone number The koy soMces pro­

vided by this center are tho following: 

• Follow·Mo-lnstruC1s the communications cent or to forward any calls made ton Mag1c Number to 

a panlcular wlrellne or wireless telephone number: 

• Voice Messaging-allows subscribers to receive, send, keep. transfer, 1nstant1y reply to or 

request future delivery lor voice messages: 

• Caii·Out- enablos subscribers to make calls from tho communications cantor without hanging up 

botwoon calls or dialing enolher PIN number; 
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o Paging-notifies subscribers via pager of now and urgent massages; 

o Caller tO-provides tho abll11y to capture tho telephone number of anyone who calls the sub­

scriber, which Is also d1sptayed on the subscriber's pager; 

o Fax Messaging-stores an Incoming lax and delrvers It to tho nearest tax machmo designated by 

tho subscriber when the subscriber colts In to retrieve it; and 

o Toloconlerenclng- handles all toleconteronclng noods through a tulecontoronclng operator. 

Tho Company has dov.,.loped Its onhallCed communications service offerings through acquisitions. 

marl<eting agreements and equity Investment. In June 1995. the Company acquired certain enhanced 

communications services assets from City Signal, Inc. These assets oro used by tho Company to offer Its 

Magic Number service. In September 1995, the Company acquired n fully operational interactive voice 

response business through which tho Company offers Its IVA services. Tho Company anticipates that It 

will continue to explore other enhanced communications services oppot1unities r;>d may acquire. invest 

in or establish marketing rolatlonshlps with, addttional service providers in tho future that support its 

overall business and mftrketlng atrotoglos 

Sates end Customer Care 

Overview 

Tho Company utilizes a two-pronged sales sttategy 1n each of its markets. one d1rocted to the sale ol 

local and long d1stance services and tho other to onhnncod comniunlC<JilOns sorv1cos Tho pumary solos 

efforts In the Company's markets oro tor switched tocol and long distance services focusing on small 

andl modlum·sized businesses and prolessional groups with lower than 50 business lines. The Com· 

pal'\y's market research Indicates that those customers prefer a single source tor all of their telecommu· 

nicatlons requirements, Including prodUCls, bilfing.lnstallahon, malntononco and customer service. Tho 

Company ulillzes a d lrect lialos ellon offering comb1ned local and long d l5tance services w1th prices that 

are generally at a 10% to 15% discount from tho ILEC. Providing a combination of local and long 

d istance services provides the Company's customers a tovol ol convenience that has boon generally 

unavailable since the break·up of AT&T The Company Is also markoung its enhanced communications 

services through a separate direct sales force in each market, which Is oxpectod lo Increase the number 

of customers for all of NEXTUNK's tolocommunlcauons services In that market at a faster rate In 

addmon. tho Company is cont1nuing Its !Hllos efforts tor trodlhonal CAP &OMces to long d1stonco camers 

and largo commercial users. 

Sales Force 

Tho Company IS bulld1ng a highly motrvatcd and c•poucnced d1roe1 sales lor co and customer caro 

organization that Is designed to establish a direct and personal relationship Wlth 11s customers. Tho 

Company seeks 10 recruit salespeople with stron!i! sales background c. Including &alospoople from long 

diSlance companies. telecommunicallons equipment manufacturers, network systems Integrators and 

the ILECs. The Company has expanded Its sales force from 98 talospooplo at year end 1996 to 150 

salespeople at June 30, 1997. The Company e~pects to lur1hor increase Its salestorco to approximatoly 

200 salespeople by year-end 1997. Salespeople are given Incentives through a commission structure 

that targets 40% of a salesperson's compensation to bo based on performance. W1th respec1 to 

traditional CAP services, tho Company currently utilizes a notional solos force to establish and expand 

long distance company access sorvlco solos. Solos efforts tor long dlstnnco corrlors oro controlizod In 

order to provide a single point of contact lor these customers. 

Tho Company anticipates that Its enhanced communlcallons soMce otfertngs will contiro:Je to bo 

sold across the country by Its existing national sales force tor these sorvtces. Tho Company has also 

augmented these efforts with a separoto, targeted. locally based sa los for co In each or tts markets. Tho 

35 



• • tiiiiWIIIhOII ()llf 01 111011 nttwotkl, IJV OOIItiiiUitiU htt ttfi.IIIII·IIIIIU lflllflltlll lll ~tlflll//1!1 fill IIIII. Itt 

IOVIl/jiUflltll; IIIIOQ ntll¥0fl(t, ~thtt MIJ lfft. •olti!IIIIU~ Mfhtlfl.,jllljlllllllfj flllt /llflf ••tliflll-lllfljj I
I I tl•l 

IIIIIICIIvo IIIIU O(ltltlloflllly t1111$nl clutlfl I 11111\Wiht Ill \l•llttll• II""UIIII• tl" llltlfllllf• 

flit 011/tV'• IIY'I NflfWQIAI 

llttlollo~IIIU IHIIIII fltOvi<JIII Glllllllttlulotht"lltllll!ltllllt I tllllft~I
IV I 11~1 

•wucltnd '"' f'l ollll IOfiU (JI•t•nc• ill\'1• • lly Ut!t 1111111111 Hlllf 

till" llt~ii Wttll/tllOI/Iillltt llml 

••••••••• • ••••••••••• 
•••• •••••••••••••••• 
•••••• ••••••• ••••••• 
t I I I t I I I I 1 I 1 t t 1 

t I I I I l I I I I I I I I I I I I I 

• 111111. 
I I I I I I I I I I I 1 I 

I I I I I I I 

I I I I I I I I I I I I I I 

~~~~~~~~~~'',~trMfr','" .. ~~~~~~~ 1,, 
,,,~ 

Jut; /"' 
Juli' n 

J
1firf I 

''''I'" IN/ 
I HI ll•lf 

tlllll UHIU 

"1~1//H t n", ... ,,~"" 111'11 

~,,, 

, 
~~~ 

IH 

•'"' 
1111 

AI ~I IIIII, l~ If• I 

~/,IJt/., 
II !fl it 

~Ill 

I i' Urlt 

Iiiii tlf 

lllltll!l 

- I '•1111 

~~~I t l 
ltulhft/tWA 

I ~IIIII> IHitl 

~~~~ 

II 

jl l 

II 

HI 

,,, 
II 

IIIII IHIIII~IIIU 1111111111111• ltltlll IIIII lot fllltllt tl/ IIIII !IIIII h i- Itt 1111 It II til l 'UII'I' II( I 1111111111; pllltt• IH 

lt~IIIH.It a~th hlld lflf f!l IIIIU IUIIII Wlllllltll 1111 ~111~• thii ii!U IIIIJH 

... ,, "'.,.,, ,,tnw r.,u:/t:~-,. 

II 



Nevada. In April 1996, the Company became a 40% member in, and manager of. a joint venture 

lhat provides localtoloeommunleatlons sorvieos in Las Vegas. which tho Company believes Is one of the 

fastest growing areas In the United States. The Company has provided a license to tho joint venture to 

operate under the name NE'(TUNK Nevada. The joint venture began providing switched local and long 

d istance services in April 1997 In addition to the competitive access services that wore provlouaty 

provided over a fiber optic network covering approxlmatoly <400 route m llot throughout Las Vegas. The 

Company will provide strategic planning and management of tho business l or a ten year period through 

one of Ita subsidiaries. 

California. On February 4. 1997. the Company acquired substantially all tho assets ol Unkatol, a 
los Angeles-based competltlve access telecommunications provider. At tho time of tho acquisition. 

Unk.atel operated an 80-mlle fiber optic telecommunications network covering several markets from the 

downtown los Angeles area to .he City of Irvine in Orange County. The Los Angeles/Orange County area 

represents one of the largest tolocommunlcations tna~kets In tho United St&tes, with over 2 million 

addressable buslnos~ lines. The Company assumed management olthls operation in November 1996. 
As part of the assets acquired, the Company obtained access to approximately 250 route milos or rlgt-.: 

ol-way, or which 183 miles have boon completed, creating one notwork In Los Angelos and ono network 

In the Orange County area. The Company has boon providing competitive access services over these 

networks since the acquisition date and launched switched local and long dit:!ance services In 

J~199~ . 

111/nols, New York, New Jersey and Georgia. In Juno t997, th.e Company entered Into on eight year 

exclusive agreement, which contains a five year renewal option, with a company th;.t hns excess fober 

capacity In each or Atlanta, Chicago, New York. and Newark, Now Jorsoy. whoch u agreed to ma~e 

available to tho Company In each of those markets at o substantlal discount. This capac1ty will allow the 

Company to accelerate its entry into each ol these markets by enabling the Company tc. ovoid a 

significant portlon or the lnrrastructur e development and construct•on limo that would othorwtse be 

re(luired to !Punch switched loea.l and long distaneo sorvicos In those markets. 

Chicago. The Company anticipates launching sw1tched local and long d1stanco serv1ces m 

'Chicago In tho first quarter o l1 998. 1n addition to establishing tho capac1ty arrangement lor Chicago 

described above, the Company has located and anticipates commencing lnstallat10n ol us l1rst 

switch l or Chicago in tho third quarter ol1997. Tho Company also has rocoovod 1ts CLCC con•f1ca· 

tion from the Illinois Corporation Commission, Is in nogotiatJons w1th Amerotech llllno1s lor mtorcon· 

nectlon of services and is nogotJatJng with tho C1ty or Ch1cago lor a franchise. 

New York. Th2 C'.ompMy a;,tlclpates launr.hlng sw1tched local and long d1stanco> sorv1COS 111 

Manhattan In the second quarter o f t998. Tho Company h&s received i:s CLEC authority trom tho 

New York State Public Service Commission. is In negotiations with NYNEX Corporation lor Inter con· 

nection, and Is engaged In negotiations with Now York C1ty lor a lranchoso. In addouon to tho 

cal)llcity arrangement described above, tho Company also has ontorod into a 20·year lease ol 

capacity over an existing 47-mile Iober network, which extends from tho Wall Stroot area north to 

midtown Manhattan. 

Newark, Now Jersey and Atlanta. Tho Company is In tho process of commoncmg Its develop· 

ment activities In Newark, Now Jersey, and Atlanta, and anticipates completing tho necessary 

regulatory applications and beginning Interconnection and franchise negotiations In tho third quar­

ter ol1997, with an anticlpatad launch o f services In Newark in tho ttllrd quarter olt998 nnd Atlanta 

in the fourth quarter of 1998. 
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Network Architecture 

Design 

Tho Company builds or acquires Its own fiber optic netwOrks because 11 behoves that facllrtres· 

based full sorvlco totocommunlcaUons companies whoso networks are duoctly connected to tholr 

customers will have the ability to respond more quickly to customer neods for capaclty onJ services. 

Moreover, tho Company believes that facilities-based ca11iers develop a more knowlodgoable. cooper a· 

tive relalklnship with their customers. Improving thou ability to provide now soMces and other telecom· 

munlcalions solutions. which should result in higher long-term operating margins. 

Tho Company boliovos that tho futuro telocommunicallons m111kot will bo on lntorconnOC1ed not· 

work of networks. Tho Company believes that calls will llow between local netwOrks, With customers 

selecting their service provider based on hlgh qualrty and differentiated products. responsrve customer 

service and price. In some circumstances. dopend1ng In part upon regulatory condit•ons. tho Company 

will utilize Its own network lor one portion of e call and resell the services o f another carrier for tho 

remaining portion of a call. In other Instances. both tho origination and termination of calls will take place 

on the Company's networks. The Company's networks are designed to maximize connoctMty dlloctly 

With significant numbers of business ond·users, and to easoly lnl orconnoct ond prOVIde o loast·coSI 

routing llow of traff•c between the Company's netwOrk and other networks In tho marketplace. 

In general. tho Company seeks to build wide. expansive notwotks. rather than a simple core ring In 11 

downtown metropolitan area The Company believes that this typo of broad cover ago of tho markets on 

which it operates will result in the following advantages· 

• an mcroased number of buildings that can bo duoctly connected to tho Company"s network, 

which s!Jould maximize tho number of businesses to which tho Company can ollor lis services: 

• a hoghor volume of telecommunications traff1c both orrg1na11ng and tormonallng on tho Company's 

network, which should result in improved operating margins. 

• tho ability to leverage its investment In tugh capacrty switching oqwponont nnd oloctronocs arid 

• tho opportunity for the Company·s network to prov1de back haul camago lor other tolccommun• 

cations service providers such as long dostance and wuoloss camers 

The Company seeks to further uhhzo th os network design to increase tho number of buoldrngs and 

customers d irectly connected to its networks. Tho Company l.Jollovcs thnl os co..~rnparod to tho e)(lcnsrvo 

use o l unbundled loops ono pursuing o pure resale business strategy. having a direct connection to 1ts 

customers wall provodo tho Company w11h the highest long-term operating margons, allow tho Comp:lny 

to provoao greater feature and qualoty control as well as of!er customer serv~co thai is botr prompt :v1d 

olloctivo. because the network to bo serviced il'i controlled by tho Company nnd not another soMco 

provider. 

Tho Company seeks to build h1gh capacity networks using o backbone donsuy r angong between 72 

and 240 strands. A single pair or glass fibers on tho Company's notworks can currently tran!ionrt 32.256 

simultaneous voice conversations. whereas o typical pair o f copper wires can currently carry 11 maximum 

o f 24 digitized simultaneous volco conversations. Tho Compnny believes that Installing high count labor 

strands w111 allow the Company to offer a higher volume of voice and broadband services without 

incurnng sognilicant additronal construction costs. 



Uniform Technology Platform 

The Company is implementing a consistent technology platform based on tho Ncnol OMS 500 

switch throughout Its networks. Unlike a traditional long d istance or local switch. tho Nonol OMS 500 

switch will ena'llo tho Company to provide local and long dtstanco sorv1ces from a stnglo ptatrorm The 

Company bolloves that having a standardized &Witch platform will enable tt to (t) deploy features and 

functions quickly In all of Ita networks, Qi) expand switch capacity in a cost olfective manner and (iiQ lower 

maintenance costs through reduced training and spare pans rOQutroments. In addrttOn. tho scalat-ilrty 

and capacity of these switches will allow tho Company to sw1tch calls from more than one market. wh1ch 

enhances the Company's ability to use a clustered approach to the building of Its networks 

Tho Company also Is establishing a uniform transmission technology utilizing SONET design and 

standardized digital access and cross connect systems ("OACCS'1 and other anclllary transmtssion 

equipment OACC') provide tho ability to eggrogato and disaggrogato capacny along tho flbor optic 

network. Using the OACCS. the capacity of 24 OS.Os can bo aggregated to form a OS· I and, again 

through the OACCS. 28 OS· IS can be aggregated to forme OS·3. 

Tho Company's NEXTLAB facility contains a fully functloMI Nonol OMS 500 switch in a configura· 

lion that simulates the working environment of tho Company's operational S\\itchos as well as distnbu· 

lion and ancrnary equipment. Located in Plano. Texas, NEXTU\0 operates separate and apan from tho 

Company's operational switches as a testing foctltty and will serve os thO Cornpany·r network operations 

control cantor (NOCC). NEXTU\B provides tho Company wllh o moans to test switch software and 

service conftgurations prior to their release on tho Company's networks Tho Company behoves that th1s 

process should: (1) minimize network outages; (1i) save network operattng ano training costs; and 

(iii) Improve levels ol customer service. 

Implementation of Loc.l Telecommunications 

A company preparing to offer local exchange 50rvicos not only reqlllrcs <~n 1nstnllod swttch. but also 

must have numerous network and routing arrangomontsln placo NEXTLINK has established all of the so 

arrangements for Pennsylvania. Tennessee. Washtngton. Utah. Oh10. Nevada and Caltfornia These key 

elements include: 

lntetconnection. Tho Company ha.s executed lntorconnoct10n agroemems lor all of 1ts current 

oporaung netv.'Oiks: in Nashville and Memphis. Tennessee. w1th OollSouth Tetecommumca:•ons. Inc • 1n 

Harrisburg, Reading, Lancaster and Allentown, Pennsylvania, w1th Bell Atlantic·Pcnnsylvama. Inc ; 1n 

Cleveland and Columbus. Ohio with a division of Ameutech; in Spoka.ne. Washington. and Salt Loke C1ty 

and Provo/Orom. Utah w1th U S WEST Communications. Inc.: In Los Angeles. Cahfornlil and tho 

surroundtng markets, with Pacific Bell and GTE Corporahon; and in Las Vegas. Nevada with a d1V1S10n of 

Sprint. The Company ls currently negotiating lntorconnect•on agreements with NYNEX Corporahon for 

New York and Ameritech for Chicago. and plans to begtn negotiations wnh BoiiSouth for an lntorconnec· 

tion agreement 10 cover Atlanta by the ond of tho third quaner of 1 997. In odd111on. !he Company behoves 

that Interconnection arrangements botv:een tho ILECs ond othor CLECs or tho Company w111 bo In placo 

In other markets that tho Company may enter. The Company llkoly w111 Initially "plggy·back" on these 

other arrangements while pursuing more favorable long·!erm arrangements. 

Tho Company's approach to lntorconnoction has boon a twO·step process. To accelera!e 11s launch 

ol switched local services, the Company has entered into initiallntorconncclion arrangements that allow 

for tho Immediate exchange of focal traffic with the ILEC. These arr angemonts allow tho Company to 

commence service Immediately and then work to optimize its arrangements w1th the ILEC Tho Com· 

pany's ILEC agreements are now being re·nogoliated under Sections 251 and 252 of the Telecom Act 

The actual operating experience gained through tho Company's initial Interconnection agreements 

gives tho Company critical knowledge for negotiating longer term arrangements In some cases. whero 
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Interconnection 

Local Loop 
Unbundling 

Reciprocal 
Compensation 

Number Portability 

Access to Phone 
Numbers 

Otflllltl411 

Efficient network Interconnection to 
transfer calls back and forth between 
JLECs and competitive networks 
Qncludlng 911, 0+, directory 
assfstanca, etc.) 

Allows competitors to selectively gain 
access to ILEC wires whk:h connect 
ILEC contrlll olftcos with customer 
promises 

Mandates reciprocal componsalfon 
'"' local traffic exch~~noo• hlllwilun 
ILC08 Alltl cornpolltora 

Allows cuS1omers to chango local 
carriers without changing numbers; 
true portability allows Incoming calls 
to be routed d ireclly to a competitor. 
Interim ponablllty allows Incoming 
calls to be routed through the ILEC to 
a competitor at tho economic 
oQuivolont ol truo portoblllty 

Mandates assignment of new 
telephone numbers to cornpotitlvo 
tole.:ommunications provider's 
customers 

AlltldPI!td Enect 

Allows a CLEC to service and 
terminate calls to and from customers 
connected to other networks 

Reduces tho cap1tat and oporatmg 
costs ol a CU:C to servo customers 
not d1recUy connected to its networks 

Improves tho r.1 CC'11 IIIRIUirto lur 
focnl sorvlco 

Allows customers to switch to a 
CLEC's local service without chang1ng 
phone numbers 

Allow~ CLECs to provide telephone 
numbers to now customers on tho 
sarno basis as the ILEC 

While the interconnection rights established in the Telecom Act aro a necessary prercqu•s•tc to the 

introductiOn or lull local competition, they must be properly lmplomontod to bo eflochvo S•on•l•cant 
implementation Issues remain to be resolved, lncludmg mod•ficntlons to. and expans•on of, tho ILEC 

network interlace facilities, before tho barriers to entry Into tho local telephone business are sufl•cienlly 

lowered to permit widespread competitive entry. Sao "Federal Legislation" lor a more comp!ete oxplana· 

tfon or tho potenllaf effect o f tho Telecom Act on tile Comp<~ny's business. 

Federal Legislation 

The Teiecor:1 Act, enacted on February 8. 1996, substantially revised tho Communlcahons Act of 

1934. Tho Telecom Act establishes a regulatory framework lor tho Introduction ot local competition 

throughout the United States. Among other things, the Telecom Act preempts any state or local govern· 

ment from prohibiting any ent1ty from providing telecommunications service Th1s proVtStOn ohm1nntod 

prohibitions on entry found In almost hall of tho states in the country nt tho hme tho Telecom Act was 

passed. 

The Telecom Act also establishes a dual ledoral ·s~ato regulatory scheme for eliminating other 

barriers to competition faced by competitors to tho ILECs and other now entrants Into tho focal tofopt1ono 

market. Specifically, the Telecom Act Imposes on JLECs certain Interconnection obligations, some or 
which are to be Implemented by FCC regulations. Tho Telecom Act contomptates that states will app ly 

tho lodoral regulations and oversee tho lmplomentallon c.f all aspects of interconnectiOn not subject to 

FCC jurisdiction as they oversee Interconnection negotiations between ILECs and the1r new 

competitors. 

The FCC has slgnflicant responsibility In tho manner In which the Totocom Act''"" be 1mptomentcd 

especially In tho areas or universal service, access charges nnd puce caps. The dota11s or tho 

rules adopted by tho FCC will have a signll1cant effect in determining tho o~tont to which baruors to 
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compethion In IOC<Il services aro removed, as well os tho limo frame Wllhon which such bnrrlors oro 

olimlnotod. Tho FCC may olso gmnt ILECG lncroosod pricing lloxlblhty to onublo thorn to respond to 

compotllion for spoclol access and private fino services. To tho extent such pricing floxlbitlty Is granted, 

the Company's abflrty to competa for conaln servlcos may bo adversely affected. 

Tho state PUCs havo an evon more significant responsibility In Implementing tho Tolocom Act. 

Specifically, the states have authority to establish Interconnection pricing, including unbundled loop 

charges, reciprocal compensation and wholesale pricing. The states ore also chorgud under tho 

Telecom Act with overseeing the arbitralion process for resolving interconnectJon negotJation disputes 

between CLECs and the ILECs. 

In addition, the Telecom Act provides thatiLECs that aro subsidiaries ol RBOCs cannot combine In· 

region, long distance services across local access and transport areas ("LATAs") with tho local services 

they offer untll they have demonstrated that (Q they have enterod Into on approved Interconnection 

agreement with a facalities·based CLEC or that no such CLEC has requested lntt:connoction as of a 

statutorily determined deadline, (ii) they have satisfied a 14·olement checklist designed to ensure that 

the ILEC is offering access and Interconnection to allloca.l exchange carriers on competitrvo terms and 

{iii) tho FCC has determined that ln·reglon, lnterLATA approval Is consistent with tho public interest, 

convenience and necessity. 

Fodera/ Regulation 

Tho FCC was granted authonty to ohminate tarofl and reporung roqwemonts for non·dominnnt 

carriers such as the Company. Acting under that authority, tho FCC has eliminated tariff folong require· 

ments for such carriers prOVIding Interstate access and dome~lic Interstate long distance services. On 

February 13, 1997, the United States C(lurt of Appeals for tho District of Columbia granted motions for 

stay of the FCC order de tariffing domestic Interstate long distance service pending judicial rovlow of that 

'order. The result of this stay is tlhat carriers must continuo to fole tariffs tor Interstate long distance 

services. Regulatory compliance measures remain In place for International traffic. fn addition, Uno 

Telecom Act now requires that ILECs provide CLECs with physical collocation on rates. terms and 

condollons that are just and reasonable. unless tho ILEC can demonstrate to state regulators that 

physical collocation is not practical . The Company believes that either physocal or virtual collocatoon ol ots 

facilities in a timely fashion lor appropriate rates and terms will accommodate its purposes 

The FCC has taken several actions related to the assagnment of telephone numbers. first on 

July 1 e95 mandating that over th& course of tho next year responsibohty for adminlstorong and essignong 

local telephone numbers bo transferred from the RBOCs and a low other ILECs to e neutral entity. end 

second in July 1996 adopting a regulatory structure undE:r who::h a wido range of number ponabtiJty 

Issues would bo resolved. In March 1997, tho FCC effumod ots number portaboloty rules, butol uxtandod 

slightly certain deadlinas for the Implementation of true number ponablltty. Tho FCC plans to establish 

cost recovery rules for trua number portauahty. 

On August 8. t996, tha FCC Issued an order containong rules provadong guodanco to the ILECs. 

CLt;Cs. long distance companies and state PUCs regarding savor a! provosions oltho Telecom Act. The 

rules Include, among other things, FCC guidance on: (I) discounts for and·lo·ond resale of ILEC lccal 

exchange services (which the FCC has suggested snould bo In tho range o f 17'-·25,.); (iij avaolablhty of 

unbundled local loops and other unbundled ILEC network olomonts; (ioQ tho usa of Total Element Long 

Run Incremental Costs ("TELRIC") In tho pricing o f those unbundled network olomonts; (ov) average 

default proxy prices tor unbundled local loops In each state: (v) mutual compensation pro)()! rates for 

termination of ILEC/CLEC local calls; and (vl) the ability of CLECs and other interconnectors to opt Into 

portions of interconnection agreements negotiated by the ILECs with other panles on a most fav.,rod 

nation (or a "pick and choose") basis. Seo below for a discussion olthe Eighth Circuit Court o f Appeals 

decision invalodating certain aspocts of this order. 
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On May 8, 1997, tho FCC roloasod an order ostabfishlng a slgntltcantty expanded ledoraltelecom· 
munlcatlons subsidy regime. For example. tho FCC established new subsld•os lOt seMCes prOVIded lo 
qualtlying schools and libraries with an annual cop o f $2.25 billion and lor sorvlcos provided to rural 
health care providers with an annual cap of $400 million. Tho FCC also expanded the loderal subSJdtes 
10 low-Income consumers. Providers ollntorstato tolocommunicallOns service, such as tho Company, as 
well as certain other entities. must pay lor thoso programs. Tho Company's sharo o ltho schools, libraries 
and rural heallh care funds wtll bo basod on Its share olthe total induS1ry tolocommumcauons service 
ond certain defined telecommunications end usor revenues. Tho Company's sharo of all other lederal 
subsidy funds will be basad on Its share ol tho total interstate tolocommunicatlons service and certain 
deltned telecommunications ond user revenues. Although tho FCC order desc11bos a mothod lor 

determining the amount tho Company must contribute to support theso subsidies, tho Company Is 

currently unable to quantify tho amount of thoso payments that II wtll bo required to moko. ond tho oHoct 
that thoso required payments Will have on Its ftnanclal condttlon. In tho May 8 ordor, the FCC also 

ennouncod that It will soon revise Its rulos for subsidizing scrvlco proVIded to consumers In high cost 
areas. Several parties have appealed the May 8 order Such appeals have boon conse>todated and 
l ranslorred to the United States Court ol Appeals l or tho Ftlth Ct~cuttv.'hero they oro currently pending In 
nddollon. on July 3, t997, several ILECs ftlod a petttlon lor stay of tho May 8 order with tho FCC That 

pottltOn Is also pond•ng. 

In a combined Report and Order nnd Nouco ol Proposed Rulcmalung roleasod on December 24. 
1996, tho FCC made changes and proposed lurther changes in tho interstate access charge structure. In 

the Report and Order, the FCC removed resirictlons on ILECs' abrllty to lowor accoss prlces and relaxed 
tho regulation of new switched access services In thoso markets whero thoro aro other providers ol 

access sorvlces. II thi& Increased pricing rroxlbillly Is not cfloctively monitored t~· federal regulators . It 
could have a material adverse oHeC1 on the Company's ability to compoto In providing Interstate access 
services. On May 16, 1997,the FCC reloasod an order revising Its access charge rate structure. The now 
Jules substantially Increase the costs thatiLECs subject to tho FCC's price cap rulos ("price cap LECs") 
cccoverthrough monthly, non·lraffic sensitive access charges and substantially decrease the costs that 
price cap LECs recover through traflte senstlrvo access charges In the May 16 order, the FCC also 
announced rts plan to bring interstate access rate lovels more in hne wath cost The rlan Y.tll tnclude 
rules to bo established sometime this year that grant price cap LECs tncroased prtCtng nextbthty upon 
domonstr;llions ollncreased competition (or potential compelttton) tn rolovant markets Tho manner in 

which tho FCC Implements this approach to lowortng access charge lovl'IS wtll havo o matertal effect on 
tho Company's ability to compete in providtng Interstate access services. Sovoral partlos have appealed 
tho May t6 order. Those appeals havo boon consoltdated and translerrod to tho United States Court or 
Appeals for tho Eighth Circuit whero thoy are currently pendrng. 

As part of Its overall plan to lowor Interstate access rates. the FCC also released nn order on May 21, 
1997, 1n which the FCC revised Its price cap rules In the order. the FCC Increased tho so-called X·Factor 
(the percentage by which price cap LECs must lower their interstate access chnrgos ovory yoar, net or 
inflation and exogenous costlncreasos} and made tt uniform for all prtco cap LECs The results of these 
rule chongos will bo both a one·tlmo uvorall reduction in price cap ILEC lntorstato occoss charges and an 
Increase In the rate at which those charges will bo reduGOd tn the luture. Sovoral partros havo appoalod 

tho May 21 order. Those appeals were consoltdated and translorred to tho Unttod States Court ol 
Appeals for the Tenth Circuli. They have boon subsequently translorrod to tho Unttod Statos Court ot 
Appeals lor tho District of Columbia where they are currently penOIIlg 

On January 2. 1997, Amentech ol Michigan became the first RBOC to apply lor autholtty to provide 
in-region lntorLATA service. Amoritoch withdrew its appltcalion on February It , 1997. after the FCC 
struck from tho record tho interconnection agreement between Amoritoch and AT&T which lormod the 
basis lor tho application. On May 21. 1997. Amorltoch rolrlod Its npphcatlon tor In rog1on lnterLATA 
autho11ty rn M•chlgan That appltcAtion wau doniod on August 19. 1997. In dony•ng tho application, the 
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FCO Ol labllshod spoclnc and &ub51nnllnl crllnrln 111n1 r11uo1 "" rrtuiiJuluru luluro Soe110n 27 1 applications. 

will bo grontod. 

On Aplll I I, 19ft7, SSC applied to tho FCC lor authority to provrdo ln·rogtOn lntorlATA service In tho 

state of Oklahoma. On June 26. 1997, tho FCC roloasod an order rojoctrng SBC'a application on tho 

grounds that sec had not demonstrated either that SBC hnd ontored Into an approved lnterconnoctlon 

agreement wlth a lacllitlos-bosod CLEC or that no CLEC hod rcq uostod lntorC"onnoction as of the 

statutory deadline. On July 3 . 1997, SSC lllod an appool oltho Juno 26 order with tho United States Court 

of Appeals lor the Olatrlct o f Columbia. That appeal is currently pondrng. 

On July 2. 1997, sec and Its local exchange earner subslchaues fried a lawsuit in tho Unitod Slates 

District Coun lor tho Northern Dl$\rlct of Texas challenging on Constitutional grounds the Telecom Act 

restrictions applicable to the ReOCs only. Tho plnlntiHs in tho coso seck both o doctaratory judgment 

and an Injunction against tho enforcement of tho challenged provrslons 

Tho Company anticipates that the FCC will rn1Uato a number of oddr1ional procood•ngs. or its own 

voln1on and as o result of request$ from CLECs and others, as o result of tho Tolocom Act WhUo tho 

Eighth Circuit's recent decision In tho appeal of tho August 8, 1996 order lunlts tho FCC's juiiSdtchon 

over the local competition provisions o f tho Tolocom Act. ouch procood•ngs may nono:holoss tunhor 

define and construe tho Telecom ACl'a terms. 

Court ol Appeals Docislon 

Various parties. includmg ILECs and state PUCs. hied appeals ot tho FCC's Augusta, 1996 order ,, 

varrous U.S. Couns of Appeal, and several parlles petitioned tho FCC and tho courts to stay the 

effectiveness of tho FCC's rules included In the FCC's order. pending n ruhng on tho appeals. Many of 

tho appeals were consolidated and transferred to tho U.S. Court of Appeals lor tho Eighth Circuli. On 

October 15. 1996. the Eighth Circuit Issued a pantal stay oltho FCC's rules unut tho lull appo.al on tho 

FCC's rules could be hoard. Tho r;tay was ltmnod to two areas ot tho FCC's rules: (1) tho p11cang 

rules other than those dealing with commercial mobrle radio serv~co providers; and (2) tho CLECs' abiltty 

to utilize a most favored nation procoduro to select lovorablo prov1 sions from other inter connectors· 

agreements. 

On July 18, 1997, tho Eighth Circu11 ovonurnod tho prrcing rules ostabhshod In the August 8. 1996 

order. except those applicable to commorCJa! mobrlo radrQ sotvtco p rOVIders lho Eaghth Corcurt hold 

that. in general, tho FCC does not have jurrsd•ctron over prrces lor inlerconnecllon, resale. loosed 

unbundled network elements and troH•c torm•nallon. Tho Eighth Crrcurt also ovenurnod tho FCC's " pock 

and chooso" rules as well as conain other FCC rulos lmplomenhng tho Telecom Act's local compolltron 

provisions. In addition, the Eighth Circuit decision substantrally hmlts the FCC's outhouty to onlorco 1111' 

local competrtron provisions of the Telecom Act. Tho FCC has rndJCOtod that at wall soot. Supremo Court 

review of the decision. 

In the shon term the Compnny bohovos that tho Erghth Cucult decision will not hove a motorial 

adverso oHoct on It, because tho Company already has intorconnectton ngreomonts in place. or expects 

to have such agreements In p lace, under tho provisions ol the FCC's order and tho Telecom Act which 

w ere not Invalidated by tho Court Tho doclslon does not delay the •mplomontallon o f tho Telecom Act by 

tho parties and by the state PUCs. bu1 rather eliminates tho gu1danco on prrcang and mo~t lavored nahon 

procedures as wollu other Issues thot tho FCC sought to provfdo lo the pa1'11es and tho state PUCs 

In tho long torm, tho Eighth Circuit's declslon makes It moro likely that tho rules governing locnl 

competition will vary from state to state. Most stttes have alrondy begun to n5lnl!hbh rulo:. lor rocol 

competition that are consistent with tho FCC rutos ovcnurnt>d hy tho Eaghth Clrcurl II o patchwork o1 

state regulations were to develop, It could lriCronso lho Company':; costs ot regulatory comphanco and 

could rnnko compotr11vo entry In oorno markets moro drHicull and oxponsrvo than an others. 
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The Company compotos Wlltt the ILECs In its mrukots lor local exchange seMcos on tho bnOls (Jf 

product ollorings, rohoblllty, stnto-ol -tho-art technology, price, rovto d•voraity. ODSo ol ordering nnd 

customer soNico. However, the ILECs havo long-standing rotollonahlps with tholr custo•nors nnd pro­

vide those cuS1omers with Vlllious transmission ond switching soNicos that tho Company, In many 

cases, does not currently oHor. Tho Company has sought, and wall continuo to seck, to achrcvo panty 

with tho ILECs In order to become able to provide a full range oltocaltelecommuntcattOns scMccs. See 

"Regulatory Overview" lor additional inlormotion concerning tho regulatory environment in which the 

Company operates. Existing competition lor private hno and special access sorJices IS based pnmardy 

on quality, capacity and rellabrhty o l network facilities, customer seNice. response to customer needs. 

service features and price, and Is not based on any proprietary tochnol<>i)y. As a result olthe compara­

tively recent installation oltho Company's Iober optic networks, its dual path archotocturos and tho SUllO· 

of-the-an technology used In Its networks, the Company may have cost and SOIVtco quality advantages 

over somo currently ·wailable ILEC networks. 

Other Competitors 

ThO Company also faces, and expects to continuo to lace. competotlon ftom other potentoal compel· 

itors in cenaln of tho markets In which tho Company oilers rts soN•ces In addttoon to the ILECs and 

CAPs, potential competitors capable of ollerrng switched local and long dostanco ~OIV•cos mcludo tong 

distance carriers such as AT&T. MCI, Sprint and WorldCom, Inc .• cable tololli~ton companirs. such as 

Tele-Communications, Inc. and Time Warner Inc . cloctuc utohtoos. mocrowavo earners. worolcss tole· 

phone system operators and prrvato networks burl! by largo end-users 

Tho Conopany believes thnttho Telecom Act as well as a recent series ol cornplotod and proposed 

transactions between ILECs and long dislanco companies and'cablo companies increase tho hkolihood 

that barriers to local exch«nga competition will bo removed. The Telecom Act states that entry barroors 

must be lowered In tho llleas solVed oy ILECs that arc subsidoarocs ol RBOCs before such ILECs are 

permitted to provide in-region, lntorLATA seNrces. When ILECs that nrc RBOC subsodtnncs are permit· 

ted to provide such sorvicos. thoy will bo in a position to otter songlo sour co sotVoco ILECs that arc not 

RBOC subsidiaries may oHor single source soMco presently 

In some case~. cable television companocs arc upgradong thorr networks woth Iober optocs and 

installing lacihties to provide fully interactovo transmossion of broadb:~nd voice. vodco and data commun•· 

cations. In add~ion. under the Telecom Act. elcctuc utohtoes may onstall t•bcr optoc tolocommunocotoons 

cable and may facrhtate prOVIsion of telocommunocatoons soNoccs by elcctuc ultlltoos over those not­

works if granted regulatory authorrty to do so Cellular and PCS providers may also be a source ol 

compelit've local telephone sotVice. 

The Company also compotes wtth oquopmcnt vendors and ons\allcrs and telocommunocatoons 

management c:>mpanios. with respect to certain ponoons of ots busoness 

A continuing trend toward business combonatoons nnd alliances on the tolocommunocatoons ondustry 

may c1eato sognificant new competitors 10 t'\o Company In addotion. many o f tho Compnny's oxlstong 

and potcntoal competitors havo financial, personnel and other resources, includong name rocognolton, 

significantly greater than those of the Company. 

The Company also compotes with long distance carriers in tho provision of long dostnnce SOIVices. 

Nlhough tho long d lstanco market is dominated by four major compotolors, AT&T. MCI, Sprint nnd 

WorldCom. Inc .• huncrods of othGr companies also compete in the long d istance marketplace 

Wtth rospcct to the Company's enhanced communocntoons SCIVtCC ollcungs. each os subJCCl to 

competition. For example, thoro oro several competitors that oiler IVA setVicos. such as Coll lntornctiva. 

which tho Company believes focuses Its sales ellort:l on largo volume IVA seMco users Another 

competolor, Tolcmodoa, v:hich is owned by Spnnt, also oilers stgn•ficanl call volume capacrty Woth 
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roapod to Magk: Numbor, lhO ~pany'a virtual communlcaUons <:enter, thoro are numerous compcll· 

tors with product offerings thl\l include some or all of the services oHerod by Magic Number. 

Purchasing and Distribution 

With respect to the Company's fiber optir networks, which constitute the Company's most slgnlfr· 

cant capital investments, tho Company hll!l entered Into general purchase agreements with koy equip · 

mont suppliers lor fiber and fiber optic transmission equipment, With Nortel lor tetecommumcatlons 

switches, and with other supplie-rs lor various other component~ ot nnr h nyalf•m Thnan ·•OIIInrnmrla 

JlrOvido tho bnnlc frnmnwork undor which purchnoo ordoru lor lhouu ayatem cornponent5 wrll bo made 

t tto spocllic purchases modo lor each network depend upon the conl rguration and other factors related 

to the network, such as tho pro~pective customer base end location and the services to be oHered over 

the network. Once these declsions are made, purchase orders for tho appropriate fiber and selected 

equipment typos are placed undortho gono.., purchaao ngroomon11 In connection wllh tho Company's 

provision ollong d istance sorvlces,lt purchases capacity at wholesale lilies from long distance carrlors. 

Properties 

The Company owns or leases. irrits operatJng territories, telephone property which includes: l rber 

optic backbone and distribution network lacrlrties; point-to-point d rstributron capacity; central oHrce 

switching equipment; connecting lines between customers' premrses and the central oHrces: and 

customer promise equipment. 

The lrber optic backbone and distribution network anc! connecting lines rnctude aorral and under· 

ground cable, conduit, and poles and wires. These facilities are located on public streets and hlghwnys 

or on privately owned land. The Company has permission to use those lands pursuant to consent or 

lease, permit, easement, or other agreornonts. The central office swrtchlng equipment rncludes elcc· 

Ironic switches and peripheral equipment. 

The Company and Its subsid iaries tease l acrhties lor their admrnrstratrve ;md sales o lfrces, network 

nodes and warehouse space. The various leases exptre rn years rangrng from t997 to 2016 Most hilvo 

renewal options. Addrtional oHrce space and equrpment rooms wrll be leased as the Company's opera· 

tlons and networks are expanded and as now networks are constructed 

Employees 

As ol July 31, 1997, the Company employed 885 people, rndudrng lull·trme and part·trme employ· 

ees. The Company considers Its employee relations to be pood. None olthe emp:oyees olthe Company 

is covered by a collective bargaining agreomGnt. 

Trademarks and Trade Names 

Thl! Company uses the name "NEXTUNr<" as its prrmary business name. In July 1995, the Com· 
pany filed lor federal trademark protection ot thrs name and rec<!ivcd Its notice ot allowance from the U S 

Patent and Trademark Offic.o (the "PTO") on July I , 1997. In addition, the Company has received a 

notice of allowancl' trom tho PTO ol its distlnclivo floating X and related rno~ks as protected trademarks 

under federal law. Tho Company trom time to l imo receives requests to consider licensing certain 

patents held by third pa!tlos that may have bearing on Its IVR and virtual communications center 

services. The Company considers such requests on their mems. b:Jt has not to date entered nto ony 

such license agreements. 

Legal Proceedings 

The Company is not currenUy a party to any legal proceedings, other than regulatory and other 

proceedings that are In the normal course o! Its business. 
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II 

The following are brief biographies ol persons Identified above. 

Steven W. Hooper. Mr. Hooper has been Chairman of the Board since July 21 , 1997. Prior to that, 
Mr. Hooper was Vice Chairman or. the Company since June 16, 1997. Mr. Hooper was formerly President 
and Chief Executive Officer of AT&T Wireless Services, Inc .. following the merger with McCaw CelluVar. 
Prior to being appointed President and Chief Executive Officer, he served as Chief Financial Officer for 
two years. This was preceded by fiVe yeBis as Regional President for Cellular One's Pacific Northwesl/ 
Rocky Mountain region, where his responsibilities included managing the cellular operations In six 
western states and Alaska. Mr. H!ooper Is a member of the Audit Committee of the Board of DlreC1o.rs. 

Wayne M. Perry. Mr. Perry has been Chief Executive Officer olthe Company since July 21 , 199i' and 
Vice Chairman of the Company since Juno 16, 1997. Mr. Perry was formerly Vice Chairman ol AT&T 
Wlreless Services, Inc. since September 1994, following the merger with McCaw Cellular. Prior to the 
merger, he served as Vice Chairman of the Board of McCaw Cellul81 since June 1989, and before that 
served as Presldenl since December 1965. Prior to becoming Presidenl or McCaw Ceh11lar, Mr. Perry 
served as Executive Vice President and General Counsel and was primary legal officer from '976 to 
1985. Mr. Perry was appointed Vice Chairman of tho Board of LIN Broadcasting Corporation on March 5. 
1990. He also served as Chal.rmlll!l of the Board ol Directors olthe Cellular Telecommunications Industry 
Association, tho nationwide wireless Industry association, lor tho 1993194 term. Mr. Perry is a member of 
tho Executive Comminee of the Board of Diree1ors. 

James F. Voelker. Mr. Voelker has been the President of NEXTU NK since April 1995 and Is rospon:sl· 
ble lor developing the company vision and guiding overall operations. Ho Is recognized as ono of tho 
early cnlraproneurs In tho business or building and delivering compoliliva local oxch11ngo sorvlco. 
Mr. Voelker's career In lelocommunlcatlons spans almost two decades and Includes experience In vary 
different segments of tho Industry In a variety or executive positions. from 1981 to 1984 he served as vice 
president of sales, marketing and customer service for Lexitel Corporation. the forerunner of Allrtet 
CommYnict~tions, Mr. Vool~er c;o-toun(!o(! Digital Signal Inc. and served as chief operating officer and 
chief executive officer from 198S through tho company's sale to SP Telecom In 1990. Digital Signal 
operated a nation wide fibilr optic network supplying capacity. engineering. provi~ioning and opera· 
Ilona! support to over one hundred lnterexchango carriers. In tho CAP arena, Mr Vootl.or !Jocarno vrco 
chairman of City Signal Inc. In 1092, which constructed and operated networks In six markets. Subse· 
quenlly, he served as Its chief execvtlve officer after the company merged with Its sister company 
Telodial America to form U.S. Signal. Based In Grand Rapids, Michigan. U.S. Signal was one of tho first 
fully certified CLECs In lhe country. Mr. Voelker has served as vice chairman of ALTS, tho Industry 
.Associalion or Local Telephone Service providers and as a direclor of Phoenix Network Inc .. a publicly 
held long d istance company. Mr. Voelker Is also a member of the Executive Commincu of tho Board o f 
DireC1ors. 

Jan Lolchlo. Ms. Loichle has boon Vice Presidenl, Chief or Local Exchange Operations of NEXTLINK 
:since October 1996. Prior to that, Ms. Lolchle was tho President of NEXTUNK Solutions (tho virtual 
communications canter) from July 1995. Prior to joining NEXTUNK, Ms. Loichlo was £xecutiVO Vice 
:President at U.S. Signal In Detroll and Grand Rapids, Michigan from April 1993 to July 1995. At U.S. 
Signal Ms. Lolchle led tho development of an enhanced service pla!lorm (Magic Number) from c.oncept 
through produC1ion system and Implementation. From 1990 to 1993, Ms. Lolchle was Assistant Vrcc 
President of Anance for SP Telecom In San Francisco. Prior to that, Ms. Loichle was Vrco President of 
financial Operations for LexlteVAllnel/ALC In Birmingham. Michigan from December 1980 to 
October 1989. 

Kathleen H. Iskra. Ms. Iskra has been Vice President, Chief Anancial Officer and Treasurer .of 
NEXTLINK since January 1996. Prior to that, she was President and Chief Executive Olfrcor of Horizon 
Air, a wholly owned subsidiary of Alaska Air Group. Prior to her eppolntmont ot Horizon Air. Ms. Iskra 
:served as stall vice president o·f finance and controller of Alaska Airlines and Alaska Air Group. 
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Ms. Iskra':; service Wl.h Alaska began In 1987, when she was oppoontod Controller. Proor to JOJinong 

Alaska, she was an audit manager with Arthur Anderson. 

R. Bruce Easter. Jr. Mr. Easter has boon Voce President, General Coun1el nnd Socrolllry of 

NEXTLINK since Janua.ry 1995. FrQITl 1986 lo Oocombor 1094, Mr [nllor was on ossoclato and thon 

partner In tho law firm of Oovla Wright Tromolno In Seattle, Washington. whore ho focused on communi· 

cations law and media manors. 

Chorfos P. Donlols Mr Donlols. has boon Voco Prosooont. Chool Tochnotogy Olfocor smcc July 1997 

Prior to ttlal, Mr. Oanlots was Vlco President, Chlol Markettng Olfocor of NEXTLINK lrom November 1995. 

From 199210 1995, Mr. lJaniels worked lor MCI where he was tho founder and Program Manager of tho 

netwOfk MCI Developers Lab. Mr. Oaniels was also a loundii!Q member of MCI's Advanced Tochnology 

Group. Prior to joining MCI, Mr. Daniels worked lor Manufacturers Hanover Trust lrom 1989 to 1992 os 

Vice PresldenVStrategic Technology & Research, whore he wos responsible for evaluating and lmplo· 

menting new technologies that either reducet7 costs or generated now rovonuo. 

R. Gerard Solemme. Mr. Salemme has boon Vlco Prosodont, External Affairs and Industry nclatrons 

sJnco July 1997. Prior to joining NEXTUNK, Mr. Salemme was Vice Prosldenl ·Government Alfairn at 

AT&T Corp. I rom Deoember 1994. Pnorto jolnong AT&T Corp , Mr. Salemme was Senior Vlco President 

External Affairs at McCaw Cellular from 1991 to December 1994. 

Bruce Allenbavgh. Mr. Allenbaugh has been Vlco President, M arketing Sorvoccs since July 1997 

Prior to that, Mr. Allenbaugh was OlrcC1or of Marketlng lor the .Company from December 1994 Prior to 

joining NEXTUNK, Mr. Allenbaugh was Director of Markel Development woth tho Pepsi-Cola Compnny 

from August 1993 to December 1994, Director of Now Products from Aprol 1991 to August 1993 and 

Director of Advertising from September 1990 to April 1991. · 

Craig 0 . McCaw. Mr. McCaw has been a doroctor of the Company sonce September 1994 and was 

Chief Executive Officer of NEXTLINK from September 1994 to July 21, 1997. Mr. McCaw Is also Chatrman 

and Chief Executive Officer of Eagle River, a company formed and owned by Mr. McCaw to make 

strategic Investments In telecommunications ventures. Mr McCaw was tho founder. chaorman and chocf 

executive officer o f McCaw Cellul ar Communications, Inc ("'McCaw Cellular''). the nahon·s lcadong 

provider of wireless communications services. unllltho company was sold to AT&T on August 1994. Proor 

to entering tho cellular telephone business In 1983, Mr McCaw was. requested by Ius family to assume 

responslbiloly for tho daily operat.lons of a small cable televisiOn operatton on Centralia, Vlashongton, that 

he and his three brothers owned. This one-system opcralton servong 4,000 subscrobers evcnttJally grow 

to be the nation's 20th largest cable operator serving 450.000 subscribers In t974, the cable company's 

services expanded by onlering tho paging and conventional mobile lolcphone lndustrocs Tho company 

eventually became tho fofth largest paging operalor tn the country, servong approximately 320,000 

subscribers in 13 sta tes. In 198 ~, tho company bog an to develop broad·basod collulru tolt>phonc 

services. Later, McCaw Cellular became tho nation's largest cellular telephone operator, wilh cellular 

system positions in more than 100 U.S. citJes. reprosonllng moro tl\an 100 million potenloal customers 

Tho company also had Interests in wireless data lransmlssoons, personal communlcauons services, air· 

to-ground phone systems and satollito communications al tho lime o f its snlo to AT&T. Mr. McCaw is 01'10 

ol tho two principal owners ol Telodesic Corporation. which in March 1994 announced plans tor a 

worldwide satolloto·based telecomm unications system. Mr. McCaw Is lndoroclly a slgnoficant stockholder, 

a d irector and Chairman of the Operating Commlttoo ol Noxtol Communocahons, Inc .. n f'lrOvldor or 

wireless telecommunications services. 

Denms IVorblmg. Mr. Worbllng has been a doroctor of tho Company sonc.> Janu3JY 1997 and haC! 

boon Executive Vice President of NEXTUNK slnca September 1994. Mr Weiblong Is also President of 

Eagle River, Inc, since October 1993. Mr. Welbling Is a dlreclor and member of Nextol Communicallons. 

Inc.'s board, operations, audrt ancf compensation commmecs Noxtclls a lcadong prov•der ol lntogratod 

wireless communocations services for teams of mobile workers Mr. Wcobhng serves on tho board and 
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No dealer, satoaporson or any other person has 
boon authorized to give any Information or to 
meko any rapre11ntatlcna olhor than tho11 
contalntd ln thl1 Proeptctue In connection wllh 
tho offer m1d1 by lhll Proepeotul 1nd, If given or 
made, auch Information or repruontetlona muat 
not bo rolled upon at having boon authorized by 
the Company or by any of tho Underwriters. 
Nollhor tho delivery of this Prospectus nor any 
sale made hereunder shall , under any 
circumstances, croato any Implication that thoro 
has boon no chango In the affairs or tho 
Company since tho dates as of which 
Information Is given In this Prospectus. This 
Prospectus doea not constlluto an offer or 
solicitation by anyone In any Jurisdiction In which 
auch an offer or aollollellon Ia noc authorized or 
In which tho poraon making such offer or' 
aollcltatlon Is not qualified to do so or to anyone 
to whom It Is unlawful to make such offer or 
sollcltallon. 
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Sound R,.pon" Corporallon 

Notea to Financial Statomont a 

Auguat 31 , 1995 

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Org amzatron and Principles of ConsotrJatron 

! 

The financial statements fllcludo tho accounts of Sound n otponao Corporatron. nn Or ooon S 

corporallon. The Company was formed August 1?, 1001, nnd fo flrlnCifllllly 0110nootJ Ill fiiO OWIIOIOi tlp 

ond oporotlon of enhanced or Intelligent comrnunlcollons Gorvlcos 

Revenue Recognition 

Tho Company recognizes rovonuo In tho period thot aervfco IG provided Oad debt oxponse of 

52,952, 528,739 and $40,000, .are included In soiling. g onernl nnd odmlnlstrntlvo oxponses for tho 

periods en dod December 31, 1993 and 1994, nnd AuguSI 31 , I 095, rospoctrvoty 

Properry and Equipment 

Property and equipment aro statec! M cost. Provisions 101 d~procuJhon nro comJ>utod u~ono t ho 

straight·line method over estomated useful lives. which rongo from f1vo to !>Oven years, bogonn~ng on tho 

month an asset Is put Into service Lonsohold Improvements oro OII10ilot od usono tho bii31Qill·lono 

method over the torm or tho tease. 

Income Taxos 

The Company has been orgnnl:od and opornto<J unctor 11 t.uhth(ltltlll :; ltl> • t.llu•, :.tructw(IIJ 111 " 

mannoJr thnt rs ~ntendod to result In tho ctnssohe<~tlon or tho Conopnny ns n parttlor6hip lor Ioder at mcome 

tax PL•rpo ses. Accordongly, no prov•slon lor Income tn~os ha5 be11n rnndr 

Concontrstlon of Crod11 Risk 

Fonanc1al instruments wnlct'l potentoally subJect tho Company to concontratoon ot credot 11sk cons•st 

principally of accounts receivable Concontrnhons or crodott lak wllh ro~poctto nccount ~ reco•vablo .oro 

limited rluo to the dispersion or tho Company's customer bnso ornong dtfloront lndu~tllur. nnd remod oos 

provid ed by t&rms o f contracts and statutos 

Cert;~on or the Company's customers provodo n '•l(llllfocant poriiCJII ol 11111 Comp111oy's rOvt•nuus 

Customers providing more than I 0~. ol thO Compa11y't1 rovonuOii <lulln(l lllO pt-IIOd~ ondong Doc em 

ber 3 1, 1993 and 1994 and August31, 1995 aro os follows· 

Number of customers ••••.••...••.••••.••• 

Percentage ol revenues ..•••.•••••••..••• 

Use of Es/Jmates 

y.,, I ndod 
UeCIIHOfl J I, 

, ~.l Itt• 

3 
7 t"' 

[ l ght 
Monlh a 
LnooCI 

AUUUII 3 1, 
·1 oes 

2 
07% 

Tho p reparation of fonondol statomonls In conformity wilh gonoar11lly nccoptud occourltong pt~ncopto~ 

requires mnnagomontto mako ostlmatos ond ns~umpllono thnl olfoct thu reported '""ounf!, o f n~!.ut~ 
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Sound Reaponae Corporation 

Statements of Operations 

V••• • •uLied 

REVENUE . ... . ..... .. . ... ..• • .. . . · · · · ·· · • · · ·• 

COST AND EXPENSES: 
Operating . . ............. • . . • ...•. . .. .•. . . . 
Selling, general and admlnlstralive • •...• . .. . • .. •. 
Deprecialion and amortization . .. • .. . ... •• . •..•. 

INCOME FROM OPERATIONS .•. . .•..•. . . •• . .. •.•. 
INTEREST EXPENSE .•.• • .•• • •.• .• . .. • . . .• ••• • • . 

NET INCOME •... .. . .. •••.•• ..•... . •. . .. . •• ... 

Doc ember l 1. 
1993 1994 

$1.888.805 $3.232.907 

606,690 885.781 
1,094,155 1,869,106 

70.410 102,012 

1,77 1,255 2.876,899 

117,550 3:i6.008 
17,563 20,320 

s 99,987 s 335,668 

The accompanying notes are an Integral part of these l1nancial statements. 

F·31 

r•u"' 
1110 1\lht 
ended 

AuguJI 31 , 
1995 

$8,265,795 

2.565,889 
3,330,860 

151.328 

6.048.077 

2.237,718 
16,848 

$2,220,870 --



Report o f Independent Public Accountnnta 

To the Shnrohotdors ot 
~:uunll IIOUI>Onsu Cc rporollon· 

We have audned the accompanying statements ol oporntlons o l ~ound Rosponso Corporation (an 

Oregon corporation) for thO yenra on dod Oocombor 3 t. t 993 and 1994, and for the erght months ended 

August 31. 1995. These financial statements are tho responsibrhty ol the Company's management Our 

responsibility Is to express an opinion on those financial statements based on our nudrts. 

We conducted our audits In accordance with goneraUy accepted audrting standards. Those stan· 

<lards require that we plan and perform the audit to obtaln reasonable assurance about whether tho 

financial statements aro tree or material misstatement. An audrt Includes examining, on a test basis, 

evidence supportlng the amounts and diSclosures in the financtal statements. An audrt also rncJuoes 

assessing tho accounting principles used 8I)SI slgnlfrcant eSilmates made by management. as wen as 

evaluating the overall financiAl statement presentation. We balrevo that our audtts prOVldO a roasonable 

basis for our opinion. 

In our opinion, the statements of operatoons referred to abovo prosent lalrly,ln all motorial respects, 

the results of operations of Sound Response Corporation for tho years ended December 31 , 1993 and 

1994, and for the eight months ended August31, 1995. rn conlormtty Wtth generally nccontcd ncco''"' 

ing principles. 

Seanle. Washtngton. 
March 22. 1996 

ARTHUR ANDERSEN LLP 
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NEXTLINK Communications, L.L .C. end Subsldlorlea 

Notes to Consolidated Financial Stelemenll (Continued) 

Oecombor 31, 1996 

12. SUBSEQUENT EVENTS: (Continued) 

Tho conversion of the Company to a taxable corporation Will result .n the C.Ompnny rocordong fully 

reserved net deferred tax assets. Major items giving rise to deferred true assets Include deterred compon· 

sation and certain operating expanses capitalized for tax purposes Management behoves that. based 

on a number of factors. tho available objective evidence creates :sutftoent unccrtrunty r'lgardrng tho 

realization of tho net deferred tax assets. Accordongly, a valuauon allowance vnll bo provodod lor tho not 

deferred tax assets of tho Company. 

Financing 

On Janu3ry 31, 1997, tho Company completed tho sale of 57 n11lhon units consostrng or (•J 14°. 

sen1or exchangeable redeemable preferred shares (Preferred Shares). f1Qu1dat10n proforonco S50 per 

share, and Oi) contingent warrants 10 acqu11e In tho aggregate s•.., of each crass or outstanaong 1unoor 

shares (as defined) of the Company on a fully dolutoa b3sos as of February 1. 1998. wh1Ch resulted •n 

gross proceeds to tho Compnny or $285 molflon and proceeds not ol underwrrtong doscounts. aa•·~oty 

tees and oxponsos or $274 m1ihon. DIVidends on tho Preferred Sharos will accrue from January 31. 1997 

and will bo payable quarterly commencing on May 1. 1997 at an onnual rnto o r 14'-' or the flqutdaroon 

preference thereof. Dividends may be paid, at tho Company's option. 011 ony dividend payment date 

occumng on or prior to february 1. 2002 either tn cash or by lssu1ng add•t•onlll Prolorrod Shares wtth an 

aggregate liquidation preference oquallo tho amount or such dMdOnds The Company 1S roqu11ed 10 

redoom all of lho Preferred Shares ou1S1andtng on February 1. 2009 at a redempuon puce equal to 100". 

or the hquodahon preference thereof, plus accumulated and unpnod d1v1dends to tho dale or redemptoon 

Subject to certain condtttons. the Preferred Shares are exchangeable 111 ,.,hole. bul n01111 pan. :Ill he 

option of tho Company, on nny dtvldond payment dJto. lor tho 1·1"u sonoor ~ubordon.ltcd notes (S01110r 

Subordinated Notes) duo February 1. 2009 or tho Compan}' All terms nnd condthons ot the Sonoor 

Subordtnatod Notes would be substanhally tho same as those or lho Preferred Shares 

Tho conllngent warrants are only exerctsable on any busmess day ahcr Fobrunry 1. 1998 11 a 

Oualofying Event has not occurred on 01 puor to February 1, 1998 A Ouahlyong Event means a pubhc 

equ11y offering (as defined) orono or 111010 stratogtc cquoty •nvestments (as deftned) which m o1thor -:a so 

results in aggregate nat proceed s to tho Company ol not less than S75 mflloon 

In tho event of a chango in control of tho Company. tho Company w111 be raquuod to olfer 10 

purchase all ol the then outslanding Preferred Shares a! a puce equal to 101 ':o or tho toqutdahon 

preference thoreol, plus accumulated ar.d unpatd dovtdends to tho aato or redomptoon 

Acquisition 

On February 4, 1997, tho Company completed the ncqu1stloOn of substanhally nil of tho nssol~ ol 

Linkatol Pacific, L.P. (Unkatel) . a Los Angoles·basod competitive access tolocommuntcllhons provider. 

At tho limo or ocquisitlon. Llnkatol operated on 80 rnllo fiber optic telecommunications notworlo. covering 

several markets In tho OrAnge and Los Angelos counly areas. The acquired assets consost pumarily or 

Iober optic network equipment 11nd rlghts·ol·way. Tho Company plans to expand tho notworl. and 11dd 

swotchtng facrhties in order 10 provtde switched local services durrng 1997 Tho 1o1al purchase pnce ot 

S42 5 mtlhon consiSted of 11 cash payment of $36 1 mollion. tho repayment or acbt ot SS G molhon a:od the 

assumptoon ol net liabilities or SO 8 milloon 
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NEXT\.INK Communication•, L.L.C. and Sub1ldlnrloe 

Nor .. 10 Coneolldolod Flnonclnl S1a1emen1s (Continued) 
December 31 , 1996 

11. QUARTERLY SUMMARY OF OPERATIONS (Unaudlled): (Continued) 

Summarized quanerly f~nanclal data for 1995 and 1996 Is as follows (unaud•tod. '" thousands) 

Revenue ....•. ••..•.••..••.••. 
Cost and exponsos ..•.• ••••..... 
Loss from operations .•. •••. , •.... 
Other mcome, net ...•.• •••• ..... 

Net loss . . . . • . • . • . •... 

Revenue ... • •.••. . •.. •. .... 
Cost and expenses .... . • .. ..... 

Loss from oporatoona . . ...... ..•.. 
Other Income (expense), net 

Net loss 

12. sueseouern EVENTS: 

Incorporation 

.. , 
s 399 

2,003 
(1.604) 

43 --
5(1 ,561) 
~ 

1&1 

s 5,370 
12.04 1 

(6.67 1) 
(445) 

S(7, 116) 

I DDS 
2r>cl )lei 41h 

s 1,000 s 2.825 s 3,328 
3,289 5.271 9,451 

(2,289) (2,446) (6, 123) 
36 (95) (253) 

s (2.253) s (2.54 1) s (6,376) - - --1996 

21>cl 3rd 4th 

s ·6.671 5 6,919 s 6.726 
15,415 23.050 26. 195 ---
(8,744) (16,131) (19,469) 
(4,973) (7.37t ) (7,:'97) 

Sl 13. 717) 5(23.502) 5(:ZI'i 766) 

On January 31, 1997, tho Company was morgod into NCXTUNK Comrnunlcauons, Inc (Cornmunt· 
catoons), a Washlnglon corporauon •n a tax·froo trnnsoctoon. In tho m orgor, tho Company's Clnss A 
membership interests wore convened Into shores o f Class B common sto...k ot Communoc:atoons. and 
opt oons to purchase Class 6 membership Interests were converted Into opto:>ns to purr.hase shares o t 
Class A common stock of Communications Communocat•On$ Class A common stock and Cla~s B 
common stock woll bo identical In doVIdond and loquodatJOn roghts. <llld wrll vote together as a smgto class 
on all manors, except as otherwrse requored by opplocablo law. woth tho Closs A shareholders entotled lo 
cast one vote per share. and the Cla$5 6 shari!hOiders entitled to cast 10 votes per share In calcutaung 
the number ot shares of Communications common stock that each ol tho Company's Class A members 
received in the merger, tho Company applied a formuoa that reflected each m ombors· revalued capitol 
account balance as of January 31, 1997. Class 0 membership optoons wore convened on a one to one 
basis. Alter the Incorporation. Communications had 44, 133,600 and 36,685.::09 shores of Class B 
common stock authorized and outstanding, raspectJVely and 110.334.000 and 0 shores of Class A 
common stock authorized and outstanding, respochvoly W11h opllons to purchase 2,060,559 shares o f 
Class A common stock oulstandang. Communocatoons also has 25,000,000 shores or Preferred Shares 
outhorazed, s::·oo.ooo are outstandmg. See below under " Financong." T ho amount of Class B common 
stock outstandong excludes 1,576,172 shares of Class B common stock Issuable upon e• erc•se of on 
optaon granted to Mr James F Voelker, tho Company's President 
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NEXTUNK Communl"llona, L.L.C. and Subaldlarloa 

Notes to Cona.olldated Financial Statement• (Continued) 
Oocembor 31 , 1996 

10. MEMBERS' EQUITY: (Conllnued) 

Units aro granted In connection with tho Company's Amended and Rostntod Equlry Opho.l Plan (EOP). 
Although Class B Unlls, when exercised, Will constitute an ownership Interest In tho Company. tho 
interest is limited to tho appreciation in the value ol the Company, that is tho distributable prolils Interest. 
if any, of the Company. On January 3 1, 1997, the Company merged w1th and 1n1o NEXTLINK Communi· 
cations. Inc. (soc Note 12). 

Tho V:JtU11110n Ol memhfur.hlflllf\11" 1•. <lnloo1111111n!l hy lim I 01' Athllllll~liiiiiVu COIIIIIIIIIOO. 1110 value 
"' nn~~ A tlltlla n~ ul Uu;.uutllo• :I I , 199:0 uno 1996 was determined to be approximately S3 29 and 
$9 UtJ, ro~pcct1vety. and the apprcoat1on rntorest per u011 for Class B Units was approx1matoly S 1.00 a'ld 
$7.93 as o f the same dates. 

Recoplfollzotion 

EHect.ve January 1, 1996. tho Company merged lour of rts f1vo oporaung subsld10ncs wllh n!'wly 
formed entitles owned by the Company (tho Recapitalization). As·a result o l those mergers. tho onltties 
and individuals holding minority intetests In tho subsidiaries exchanged those Interests tor 1 ,695,263 
Class A Units ol the Company (ropro:sonting on approximate 5.9'-' ownership interest'" the Company) 
whtch wore valued at approximately $5.6 million. NEXTLINK Washington, L.L.C. d1d not partiCipate 1n the 
merger. Tho transaction has been account<'d for as a purchase or minority interests. Accord1ngl'/. the 
S2 9 million excess or the purchase price over tho book value ol tho interests ncqu11o<l was rocordod a~ 
goodwill 

In add1t1on to the exchange ol oqu1ty 1ntorests. the Company exchanged options to acqwe cqu1ty 
mterosts 1n tho subs•d1aries lor options to acqwe Class B Units 1n the Company In connection ''nth this 
transact1on. tho Company Issued 862,219 options wtth exercise pncos ol S0.02 and lour·yoar vesting 
schedules. These opt1ons had substantially tho same economrc values nnd vos11ng schoc;lulcs as thO 
subs1d1ary opt1ons wh1ch were exchanged Those opt1ons arc mcludod in the summ:Jry of mlotmatlon 
rogord1ng tho EOP that follows. 

Equity Option Plans 

The Company and certain or its. subsidulric~ provodod lor grants ol oqu1ty op110n 1ntorcsts (EO 
Interests) during 1994 and 1995. The various option grants. including those granted pursuant to the 
Recapnahzahon, are considered compensatory and aro accounted for similar to stock approc1&t10n 
rights. Tho Company recognizes comp onsaloon expense over lho vesting period basod on tho excess ol 
the lair value or the Class B Units, as determined by the Admin1strat1ve Committee. over tho oxorc•so 
price of tho option and such oxponso Is periodically edjustod lor chanoos In tho folr value or thO Class 8 
units 

Elfoctivo January 1, 199G, tho various option plans mont1onod above wore replaced by tho EOP Tho 
EOP provides lor the grant of EO Interests in the Company Options generally exp11o 15 yeats l rom lhe 
date o f grant and vest 25% altho end of each or I he next lour years Previously granted optoons cont1nuo 
to vest under their prevtOus schedule which. In most cases. veslod 20% at employment and 20"o a t the 
end or each subsequent year. 
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NEXTLINK Communications, L.L.C. and Subaldlarlea 

Notes to Consolidated Financial Statements (Continued) 

December 31 , 111118 ·-

8. COMMITMENTS AND CONTINGENCIES: 

Copitaltzod looses consist of looses oltolocommunicotlons equipment and l1bor ophc norworkt> 1 ho 

Company Is also loa.sing premises under various operating looses which. In odd11i0n to ronrol poymor.ts. 

require payments lor Insurance. malnlonanco. property taxo11 and o!her executory cosrs related to tho 

l ooses. Tho loaso O(,reomonts have various expiration dales and renewal options throuoh 201 5 

Future minimum payments roqu11od undor tho cnpltollonso~ onel opurallnu toa~o:. and agreements 

that hove an Initi al or remaining noncnncolablo lonso term In excess ol one year at December 31, 1996 

m" t:urt~mn~lzod below. 

v •• ,. tndlf19 ~1. 

1997 
1998 
1999 
2000 
2001 
Thereafter 

Total minimum lease payments 

Amounts repreGenllng interest 

Presenr value ol futuro m ln1mum lease payments 

Less emounts due In one year .• ___ ..••.... 

Capilli Optrtllng 
Le••~• leaae• 

(In lhouundtJ 

s 2,322 
2.310 
2.213 
1,921 

285 
1.376 

10,427 
(2,9!1) 

7,456 
(1, 194) - -

s 6,262 

S2,St32 
2.563 
2.537 
2,338 
1,97 1 
0.051 

Tolal rent expense amounted to Sl8,000 S579.000 and S2.248.000. In 1 99~. t 99S and t996. 

respecrlvely. 

The C.ompany is obhgaled under a supply agreement w1th a rerecommui'ICahons oqurpmcnt vendor 

ro purchase & ceneln dollar volume of equipmonr over lhe no>1 lour years in order to ob1:11n spcconl 

p11cing. II tho Company Is unabre to meer tho roqurred purchase commumenr. rho Cornpany w111 b(' 

obligated to pay add11ionnl amounts lor prev1ous purchases 

9. EMPLOYEE BENEFIT PLAN: 

Tho Company offers o 401 (k) Plan ro ellg1blo employees as pan of a 40t (k) Plan odmllliSiorod oy an 

al111iato nnd Company membor. All omployoos wl)o hove worked or loasr t ,OO<I hou:s and have atta•ncJ 

rho ago of 2 t aro eligible 10 partk:ipato In lho plan Company contributions to tho plan towlcd S50.000 

and S357,000 In 1995 and 1996, respectrvoly. 

10. MEMBERS' EQUITY: 

Membership Umls 

Tho Company's limilod llabllily company agroomenl provides lor both Clu5s A and CIMs B mom 

bers111p 1nterosts 1n lho Company. Class A Un11 holders aro onlJIIod 10 a prelcrr('d rerum on thcrr 

•nvcsrmont rn tt1e Company plus a relurn olrhelr cnp1tnl upon tho Cl1ssolut10n of tho Company Class 0 
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NEXTUNK ClmmuniClltlona, L.L.C. end 8 ubaldlerl11 

Notes to Conaolldeted Financial Stltemente (Continued) 

December 31, 1996 

3. ACQUISITIONS: (Continued) 

1 ho~o r o~ult:. oro 1101 nocunnrlly lndlcntlvo ot tho roaultn thnt nctunlly wouiU h.ov{' bonn nn;llftotl ol the 

ncqulsluons had bOon In olfoct at tho boglnn:ng of t99!> or " "'<.h may he u11.11ru•t1 "' 11111 tuturu 

Revenue . . . . . • . . . . • • . . . . . • . • . • • • • • • • • • • . • 

Not loss . . . • • . • . . • • • • • . • . • . •••••. • •...• 

4. PROPERTY AND EQUIPMENT: 

Tolecommunlcalions networks • . . • • • . . . . . . . . . • . . . 

Ollrce equipment, leasehold Improvements furniture and oth('r 

Loss accumulated doproclatton ..•..... . .. • .. 

Network constructron rn progress 

5. OTHER LONG·TERM ASSETS: 

Fonancing costs . . . • • . 

Cash hold on escrow for acquos1t1ons • • . . • . . • 

Equity investments ... . . . . . .. ... ... .. . ... •.••. . 
Advances to business to bo acquired • • . . • . • • • • • • . • • • • • • 

Other noncurrent assets . • . . • • . . . . . . . • • • . . • • • • . • • • . . .•••..•• 

Less accumulated amortiza!Kln . . . . . • • • • . • . . • . • • . . . . ••. 

Ooc.ember 31 . -----1ns teM 
funaudlltd, In 

lt.ou u"" •I 
s 25.620 s 36.105 
S(15.992) S(G7.6 16) 

Ot cembe t 31 . 

1995 19~6 

(on 1houunch ) 

S15,358 
3,7 10 

19068 

( 1,125) 

17,943 
11 ,721 

~29.664 

S66.762 
18.097 

84 859 
(8.369) 

76 ~90 
21 .29·: 

S97.78·t 

o~cC'mb~t ll .. 

199~ 1996 

(ln lhOut•nchl 

s s 9 .822 
8.682 
3.853 
1,490 

250 854 

250 , 4,70 1 
(728) 

S2SO S23.973 

Tho Company's equory Investments 1ncludo (•) a 4~;.1nvostment In Tclocommunicallons o t Novilc:Ja, 

L L C .• which oporotos o fobOr optic tolocommunk:allons notwotk sorvong tho Lns Vegas m,1tket and (u) o 

53 2 mllloon Investment in convertible preferred stock of lntormlncl Corpotntlon. r opr o~ ortltng n 13 6 " 

vot10g rntt•test lntetmind matkets an Interactive communicatoons tool lot the World \'.'ldo \ 'l ob and 

inttMOI apphcat1ons. 
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NEXTUNK CommunlcaUona, LLC. and Subaldlarlll 

Nolet to Conaolldatcd Ananclal Statements (Continued) 
December 31, 1996 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICif:S: (Continued) 

Pledged Securities 

In connection with the sale ol Senior Notes (see Note 6), o ponoon o f tho not proceeds were ulihzed 
to purchase a ponfofio consisting of' U.S. government securities. which mature et dates sufficient to 
provide for payment in full of lnt.erest on lhe~nlor Notes through April 15. 1999. Tho pledged securities 
are stated at cost. adjusted lor premium amortization and accrued interest. Tho fair value o f the pledged 
~c>c urories nnnroximarns tho cmrylng value. 

Propuny and Equipment 

Propeny and equipment are stated at cost. Direct costs of construction arc capitalized. lnctudong 
$853,000 of interest costs related to construction during 1996. There were no interest costs capitalized 
prior to 1996. Doprociatlon is comp1.1tod using tho strolght·lino method over estimated useful loves 
beginning In the month an asset is put Into service. 

Estimated usorullivos or property and equipment are as rollows: 

Telecommunications switching and other equipment .. . 
Fiber opllc networ1< .....•• • .• • ........ . .. ...•• 
OHice equipment. furniture and other •..•..••.. • ... 
LC'aschold Improvements .•. . .. , .. • . . , , • 

Intangible Assets 

5·10 years 
t5· 20 years 
3·5 years 
1 he lessor of tho 
c&1unnrod useful love~ or 
lllo rooms or rho luasos 

Intangible assets primarily represent costs allocated an aCQUISitiOns to customer bases and con. 
to act s. software and related Intellectual propony and goodwoll. Intangible· assets arc amortozed usong rho 
straight·hne method over the estimated useful loves of the assets as follows· 

Customer contracts .. .... .. . .. .. ....... • .. .••.•• 
Customer bases . . . . . . . . . • . ...•.. , . • • • • • • 
Sollwillo rond ooltllod Jntolloctunr poopoo1y . 
Goodwill . . ....... . ...... . . . .... . . •.•••••••. 

Long·Lived Assets 

term of the contracts 
5 years 
!J y ODIG 
15·20 yoaos 

The Company pGtlodlcally reviews the carrying value of :ts long-lived assets. including poopony. 
oqul,pmont and lntanglbfe assets, whenever events or changes In circumstances lndocate that the 
carrying value may not be recoverable. To the extent the estimated futuro cash inflows attributable tc the 
asset. less estimated future cash out11ows. Is tess than tho carrying amount, an Impairment ross is 
recognized. 
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N~LINIK Communications, L.L.C. and Subsldlarlea 

Notes to ConsolldateG Financial Statements (Continued) 
December 31 , 1996 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued) 

Income Taxes 

The Company has been organized and operated under a limited liability company agreement 
structured in a manner that is intended to result in the classiftcation of the Company as a pannershlp for 
federal income tax purposes. Accordingly, no provision for Income taxes ha.s been made. See Note 12 
for discussion regarding the effect of the Incorporation. 

Concentration of Credit Risk 

The Company Is exposed to concentration of credit risk pnncipally from accounts receivable. The 
Company had three customers. whose revenue each represented approximately 12·14% of the 
Company"s 1995 revenue and one customer whose revenue represented approximately 23% ol the 
Company's 1996 revenue. 

Estimates Usod In Financial Statement PresenfaJjon 

The preparation of consolidated financial statements In conformity with generally accepted 
accounting principles requires managom!lnt to make estimates and assumptions that altectthe reponed 
amounts of assets 'lnd liabilities and the disclosure of cont1ngent assets and habd•llos at tho date ol 1110 
financial statements. Actual resuUs could differ from those estimates. 

Reclassifications 

Cenain reclassifications have been made to puor peuod amounts 1n order to conform to the current 
presentation. 

Pro Forma Net Loss Per Sha·re 

Pro lorma net loss per share has been computed using tho number ol shares of Common Stock <Jnd 
Common Stock equivalents outstanding using tho treasury stock method. Pursuant to Socunt•os and 
Exchange Commission Staff Accounting Bulletin No. 63. shares issued and stoch opt•ons granted at 
prices below the inhial public offering price of S t 7.00 per share during the :wolve·month penod prcccd· 
ing the date of the Initial ftling of the Registration Statement have lbeen included In the calculatron of 
common stock equivalent shares. using tho treasury stock method. as il such shares and options wore 
outstanding tor the year ended December 3 1. 19S6. 

3. ACQUISITIONS: 

In December 1996. the Company acquired lTC. a switched·based long·distance msellcr based in 
Salt Lake City. Utah. lTC has appr,oximately 9,000 long·distanco customers In Ulllh. Coloradc, Arizona. 
New Mexico and Idaho. Consideration for the acquisition of lTC consisted of a cash payment o f $4.0 
million. of which S2.6 million was placed into escrow to be paid during 1996. plus the Issuance of 
397.202 Class A Units of the Company. The Company has granted the seller an option requiring the 
Company to repurchase I he units at $26.06 per unit beginning three ·years from tho date olthe closing ol 
the acqulslhon In tho event that tho Company has not completed n public offeung ol its equity securitios 
prior to that time. The Company has valued the units. Including tho put ophon, at S4.050.000. or St2.46 
per unit. 
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NEXTLINK Communications, LL.C. end Subsidiaries 

Notes to Consolidated Financial Statements 
December 31, 1996 

1 . ORGANIZATION: 

The consolidated financial stalements Include tho accounts ol NEXTLINK Commun1catoons. L.!.. .C .• 

a Washington limited liability company, and its majority-ownca subs1dianes (the Company). Tho Com· 

pany, through predecessor entities. W3S formed on September 16. 1994 and, through Its subsidianes. 

p rovides comll('Utive local telecommunications services In selected markets In tho United St&to~ Tho 

Company Is a majority-owned subsidiary of Eagle Rtvcr Investments. L L C. (Eagle Rtver) 

Prior to January 31 , 1997, the CompaQ¥ was organized and operated under a llm1ted llab•llty 

company agreemenL The agreement prOVIded, among other th•ngs. lor specific allocal•on ol net profits 

and losses to each member, allocations and diStributions to members, and n prolorrod return tn 

rmembors on their respective contributions Invested In tho Compnny, rw woll M n ruhmt olthoil rospu<. 

l ive Investments In tho Compnny On Janunry 3t, 109/, NI:Xl LINK Corn111unlc:at1ons, L.L.C. merged wrlh 

nnd Info NCXTUNK CorMtunleatlons, Inc • a Washington corporatoon (t~o lncorporatoon). Sec Note 12 

for further discussion. Unless otherwise lndrcatod all informatiOn p resented herl'tn is presented for 

periods prior to the lncorporatoon. and thcrcloro relate to the t•me that the Company was a hmrtca hab•hty 

company. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Principles of Consolidation 

Tho Company'$ ;onsohdated hnancral statements rncludo t~ .. of tho ass.:ts, hab•ht•es and results 

of operahons of subsidiaries in which tho Company has a controll1ng mterest ol greater than so-. Tho 

ownership interests of the other members or pnnnors arc reflected a5o m1not~ry mtcrcsts The Company's 

~nvestmcnls In entities In which II has vohng 1ntorcsts of at least 20•. bu: nol n;orc thnn so•. arc 

accounlcd for using the equity method and investments in enht•es in. wh•ch it has votmg Interests of not 

rmore than 20,;. arc accounted for usrng lhe cost method All stgn•f1cant mtcrcompany accounts and 

t ransactions have been eliminated. 

Revonuo Recogmi!On 

The Company recognizes rcv!'nue on teloc<>mmun•catrons and enhanced commumcattons scr· 

vices In lhc period lhal sorvlco Is provided. 

Cash and Cash Equrvalont~ 

Cash equiValenls consist of h1ghly hqu1d lnv<:stments ,.,,th ong•nal malurrtJes ot thrco month:. or less 

at the time of purchase. 

Markolablo Socuri:tes 

Markcloblc sccuriUcG consiat o t U.S. government sccunucs and commeroal paper w1th ong•nal 

maturities beyond three months, but less than 12 mon:hs t.larkcla!>lc socuriiiCS are sllltcd at cost, 

adJUSICd lor discount accrolion and premium amortt7atlon The secunhcs rn the Company':. portfolio arc 

classif•ed as "held to maturity," as managemcnl has the mlent on<J nb11l1y I<' hold those :>ccu,.llcs 10 

matu11ty. The fair value of the Company's markctalJie sccu,t•cs oppro>unaU!:. the carry•ng value 
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NEXTLINK Communlcallona, L.L .C. and Subaldlarlea 

Conaolldeled Stetementa of Caah Flowa 

For the Period From Inception (September 16, 1994) to December 31. 1994, 

and lor the Yeara Ended December 31, 1995and 1996 

(Oollara In lhouaanda) 

1H5 

OPERATING ACTIVmES: 

1G96 

Net loss •......•• •... .••. •••••• . •.... · · · · · • · · • $(349) $(12,731) S(71 . 10t) 

Adjustments to reconcile not loss to not cash used in operat1ng 

activities: 
Deferred compensation expense . • . • • . . . . . . . . . . • . . •...• 

Equity In loss of affiliates • . . • . • . • • • • • • . • • . . . . . • • •••.. 

Depreciation and amon1ution • . • . • . • • . • • . . . • . • 

M1nority interest in loss of consolidated subsidl'~uos . .. 

Changes in assets and llabllltlos. not of effects from ucqu1Sitlons: 

Accounts receivable •••.•.••..... . 
Other current assets • •••. . ••.. . .......•. 

Other long-term assets . . . . ....... ..•... .•• •...• 

Accounts payable . . . . . . . . • • . . . . • • • . . . •••. 
Accrued expenses . . • • • • . • 

Accrued Interest payable . . . • . • • • • • • • . . • • • ••.• 

Total adjustments . . . • • . • • . • • • • • • . • . •... 

Not cash used In operating actrviti.:s • • . • • • . • •..• 

INVESTING ACTIVITIES: 
Purchase of property and equipment. . . • • 
Net assets acquired in busmess nnd asset acqu1S1!1ons 

Cash placed Into escrow lor business ocqu,smon 

Investments In unconsolidated Olflllates . . • 

Purchase of pledged securities • • • . . • • . . 
Matunty Of pledged SOCUillleS . . • . . . • . . .•.••..••• 

Purchase of marketable socunlles.net • . . . . • • • . ..• •. •.. 

Net cash used In investing activities •.•...... 

FINANCING ACTIVITIES: 
Proceeds from issuance of son1or notes 
Capital contributions . . • • . . • • • . . • 
Proceeds from payable to atflltates ... 
Repayment of payables to atf1hates . 
Bank overdrah • • • • . . . • • . • . • . . • • • • . . • • • . . •.... 

Costs Incurred In connection with lmancing 
Repayment of capital lease obligations 

Not cnsh provided by lmancing activliiOS • . • . • . . . . . .. ••..• 

Net 1ncreaso 10 cash end cash equivalents . .•.... •. . , . • •••• • • 

Cash and cash equivalents, beginning of peflod . . . • • • • • • . •• 

Cash and cash equivalents. ond of period 

SUPPLEMENTAL CASH FLOW DISCLOSURES: 
Cash paid lor Interest. not of amount cap1tnhz0d 

F-16 

375 

14 3.458 
(3) (230) 

(2.529) 
(638) 

(70) (500) 
2,163 

2 1 1.452 

(47) 

(396) 

( 140) 
(460) 

{600) 

1.021 

3.551 

(!1. 180) 

(17.778) 
(17.639) 

(35.417) 

37.09 1 
7,458 

1,373 

1,021 45,922 

25 1,3:>5 
?5 

$ :>:J S I ,3!>0 

9,9t4 
1.100 

10,340 
(344) 

(1,659) 
(42) 

(I ,1130) 
093 

2.416 
9.250 

30.538 

(-!0 563) 

(5 t .920) 
(I 5. t69) 

(6.000) 
(4 ,953) 

( 11 7.688) 
16.431 

(·17,713) 

{22 7.0 12) 

350.000 
9.935 

28.766 
(33,703) 

( 1.373) 
(9.822) 

(77 1) 

343,032 

75,457 
1.350 

s 76,007 

s s 16 s 20.912 



Current assets: 

NIXTLINK Communications, L.L.C. and Subsidiaries 

Consolidated Balance Sheela 
December 3 1, 1995 and 1996 

(Dollara In thousands) 

ASSETS 

Cosh nnd cosh equlvolmts .•......... . ..•••.•.. . •....••.••• 
Marketable securities •....• • ... .• . . • •• . .•...•.•.. · .• · • · .. • 
Accounts receivable. net ••. . .. . ........ . . • .. ...•... •.• .•. ••• 
Other •. .. .•.••.•.•.• . . • • . . • •. . .. .•.....•. •.••• .•.....•. 
Pledged securities . • . • . • • • • • . . • . • • . • • • . • . • • . . . . . . • . • . . • . . . 

Total current ossots . . • • . . . • . . . . . • • . . . . . . . • . . . 
Pledged securities . • • . . . . . . . •.. •• 
Property and equipment. not . • • . . • • • • • • . • • . • . . • • 
Goodwill. not . . . . . . • • . . ...•.••. .. .... •.• 
Othur lruangll.Jto assets. net . .. •. . •... . .• .. ...... •. 
Other long-term assets. not . . . . . . • • • • . . . . • • . • • . • 

Total assets •. •• 

LIABILITIES AND MEMBERS' EQUITY (DEFICIT) 
Current liabilities: 

Bank overdraft . . . . . . . . . • . . . . . . . . . . . . • • • . • • . • • • . 
Accounts payable • . • • • • • • • . • . • • . . • . . • • • . . . . • • . . 
Accrued expenses . • . • . • . • . . . . • . . . • . . . • • • ...... •• 
Accrued interest payable .. • . ••••. . . . . ... .•. •.•••• 
Current portion of capital lease obligations ....... •• 
Payable to affrllates • . . . . . . • • ..••.•.•........ .. 

Total current llabililies . • • • • . • . . . . . . . • . . • . . 
Long-term liabilities: 

Long-torm debt .. . ... ... . • . ......••••. •.•••. 
Capital lease obligations .. ••....•.•...•.• 
Other . . . • . . . . . . . • • . • • . . •..... · · · · - · • • 

Total liabilities . . . . . . • . . . . . . . • . • • • • • . • • • . 
Commitments and contingencies 
Minority interests . .• .....••• ...••.•.••.•.•...... 
Equity units subject to redemption (397.202 units outstandrng as of 

December 31, 1996) .. .. . .......•. .... .. . ..... . ............ 
Members' equity (defrcit) (21,977,941 and 28,154,509 units outstanding as o f 

December 31. 1995 and 1996, respectively) . . • . • . • . • • • . . • . 

IU95 1996 

s 1,350 s 76.807 
47,713 

3.563 7.008 
746 607 

30,770 

!J,G!J9 111,905 
61,668 

29.664 97,784 
12.137 24,110 
5,75 1 11,243 

250 23.973 

s 53,461 $390,683 

s 1,373 
4.3 15 
t ,2G6 

4,937 

·--
s 

18,622 
4,112 
9.250 
1.194 
1.500 

11 ,89 1 34,678 

350.000 
6.262 

I .965 13.139 

13,056 404,079 

?.686 308 

4,950 

36,719 ( 18.65~) 

Total lfabilllies and members' equi:y (deficit) . .. • • . .•.•. • .•.•• s 53.461 $390.683 -
The accompanying notes nre an integ1al part ol these consollda:ej sr:~temcnts 
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NIXTLINK OOIIltnUIIIOIIIOIII, lno. 

Notoa to Interim c:onsolldated Ananclal Statements (Continued) 
(Dollars In thousands, oxcept per ahara emounta) 

(Unaudited) 

8. RECLASSIFICATIONS: 

Conaln roclasslflcotlons havo boon mode to prior period amounls In order to conform to tho current 

p rosontaiiOn. 

9. INITIAL PUBLIC OFFERING: 

On July 21, 1997, the Company's Board of Directors authorized management to ftle a registration 

stalomont with the Socurllles and Exchange Commission to permit the Company to sell shares ol its 

Class A common stock to the public. 

On lluount 27. 10{)7, tho Compnny olfectod n 0 44 1336·for·1 roverro stock split or tho lsMood nntl 

uut~tnr11Jon(l uhoroo ol Cia& a A nncJ CIM9 0 comtllon utock. All common stock. momborbhlp unlt3. nn<l 

por shore amounts In tho consolidated hnanclol statements Included In this Prospectus hovo boon 

adjusted retroactively to give elfect to the reverse stock split. 
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Report of Independent Public Accountants 

To tho Members of NEXTl.ltJK Communications, L.LC.: 

We have audited tho accompanying consolidated balance sheets of NEXTUNK Commumcat1ons, 

L.L.C. (a Washington limited liability company) and subsidiaries as of December 31, 1995 and 1996, and 

the related consolidated statements of operations, changes in members' equity (deficit) and cash flows 

tor the penod from Inception (September 16, 1994) to December 31. 1994, and for the years ended 

December 31, 1995 and 1996. These financ1al statements are the respons1bility of tho Company's 

management. Our responsibility is to express an opinion on these tmaneial statements based on our 

audits. 

We conducted our audits In accordance with generally accepted auditing standards. Those stan· 

dards require that we plan and perform the audit to obtatn reasonable assurance about whether the 

f1nancial statements are tree of material misstatement An audit Includes exam1ning, on a test basis, 

evidence supporting the amounts and d1sclosures 1n the financial statements A'l audit also inc!udcs 

assessing the accounting principles used and significant estimates made by management, as wen as 

evaluating tho overan financial statement presentation. We bohovo thai our oud1ts provide o rcasonab:e 

basis lor our opinion 

In our opinion, tho lonancl;~lstatomonts r
otorr cd to obove prc:..ont tauly, •n all n'IBI('IIOI rCSIWClS, the 

fmancial position ol NEXTUNK Communications. L.L.C and subs•d•auo5 a:. ol o.~r:cmucr 3t , t99!i ;md 

1996, and the results of their operations and the1r cash flows lor tho pouod from mccp110n (Septem­

ber 16, 1994) toDecember31 , 1994,andfortheyearsended December 31, t99Sand 1996inconlorrmty 

with generally accepted accounting punciples. 

Seattle . Washington. 

September 22, 1997 
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NEXTLINK Communlcatlona, Inc. 

Notes to Interim Consolidated Financial Statements (Conllnuod) 
(Oollarll In thousands, except per share amounts) 

(Unaudited) 

7. STOCK OPTION PLAN: (Continued) 

provodo sorvocos to the Company. The Plan provides for the granting of qualifoed and non·quallfied stock 
oplluro~ All optlono outntnndino undor tho Equity Option Ptnn wero rogrnntod under tho now Plan with 
terms and conditions substantially tho some o~ un<Jor tho (quity Option Plnn, o• copt rhnt uptoun holtlmrn 
will no longer have the option ·o require tho Company to repurchase units for cash upon oxorcrso of such 
urillll, nor will IIlii CompAny h!WO lhll option to ropurchaso o~orclsod units lor cash. The Company has 
reserved 4,4 13,360 shares ol Class A common atock lor lesurmuu UllOvf IIIII Plun Tho onllon~ YllGI 
ratably over lour years :md expire no later than 10 years attor tho date Ol grant, with tho e.Kcoptlon of 
options originally granted under 1ho Equity Option Plan. which expire 15 yoars after tho date of grant. 

Tho oxorclso prlco of qualified stock options granted under tho Plan may not be loss than tho faor 
market value of the common shares on the date ol grant. Tho exorcise proco of non·quahllod 6tock 
options granted under the Plan may be greater or loss than tho fair m arket value of the common stock on 
the date of grant, as determined by the Board of Director~> in its d•scretion. Stock options granted at 
prices below fair market value at. the date of grant are considered compensatory. and compensation 
expense Is deferred and recognized ratably over the option vesting period based on the O.Kcoss of tile 
fair market value of the stock at the date of grant over the exercise price of tho opt•on. ln connection wrlh 
the regranling of options under lho new Plan. the Company reclassihed the deterred compensatoon 
liability relating to compensatory options Issued under the Equity Option Plan to addouonal paid ·Ill 
capital (included In Class A common stock. stated at amouniS paid in). The remarn10g. unrecognized 
compensallon expense allributab le to these c:ompensalory oplions was illso roc:ordcd as delcrrod 
compensation, a contra·oquity balance. and woll be recognozed over the rcmaonong vesting periods ol thc 
options. 

During tho si.K months ended June 30, t997, tho Company rccor<Jed 5223.000 iiii<J S892.000 ot 
deferred compensation expense ~elated to the Stock Option Plan and Equoty Optoon Plan. respcctrvely 

Information with respect to the Plan Is as follows: 
Sh1r01 Subjecl 

lo Option Oprlon Ptlce Range 

Balance, December 31 , 
1996 ..... .. .. 0 ••• 2.004.646 50.02 - 793 
Granted . ........ ... 1,550,041 $7.93 
Exorcised ....... , ..• (9. t02) 5002 
Canceled ......•. (152,851) $0.02 7.93 

Balance, June 30. 199'7 3,392,734 $0.02 - 7.93 

Welgtued 
Avttogc E_.e,cl•e 

Price 

so 45 
$793 
$002 
$052 

$377 

As of June 30. 1997, there were 923,493 options vested, with a weighted average exercise proco ol 
S0.20. As of Juno 30, 1997, ther& were 1,020,626 shares of Class A common stock avaolable for futuro 
g rants. The Company Intends to make thE! complete annual d isclosures required under Statement o f 
Financial Accounting Standards No. 123, "Stock-Based Compens<~t•on," in its hnancial statements as of 
and for tho year ended December 31 , 1997. 
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HEXTUNK CommunloaUona, Inc. 

Notea to Interim Conaolldated Financial Statements (Continued) 
(Dollara In thousands, except per share amounts) 

(Unaudited) 

4. PREFERRED STOCK: 

On Jnnuory 31, 1997, the Company completed the sale of 5.7 mllhon units consisting of (i) ~ 4% 
senior e~changoable redeemable preferred shares (Preferred Shares). liquidation preference S50 por 
share, and Oij contingent warrants: to acquire in the aggregate 5% of each class of outstanding jumor 
ahares (as defined) of the Company on a fully d iluted basis as of February 1, 1998, which resulted In 
gross proceeds to the Co.npany o'f $285 million, and proceeds net o f underwriting d iscounts, advisory 
lees and expenses of $274 million. Dividends on the Preferred Shares will accrue from January 31, 1997 
and will be payable quarterly commencing on May 1. 1997 at an an~nual rate ol14% ol the liquidauon 
preference thereof. Dividends may be paid, at the Company's option, on any dividend payment date 
occurring on or prior to February 1, 2002. either In cash or by Issuing addttional Preferred Shares with an 
aggregate liquidation preference equal to the amount of such dividends. Tho Company is required to 
redeem ell or the Prelorrod Sharos outstanding on February 1, 2009 a t n redemption price equal ::> 100% 
of the liquidation preference thereof, plus accumulated and unpaid d.vldends to tho dote ol redemption. 

Subject to certain conditions, the Preferred Shares are exchangeable in whole, but not In part. at the 
option ol tho Company, on any dividend payment date, lor tho 14% senior subord.nated notes (Senior 
Subordinated Notes) due Febrvai!Y I , 2009 ol the Company. All ~erms and condttions (other than 
Interest, ranking and maturity) of tihe Senior Subordinated Notes would be substantially the same as 
those of the Company's out.standlng 12 1/2% Senior Notes due April 15. 2006. 

The contingent warrants are exercisable on any business day after February 1. 1998,11 a Ouallfytng 
Event has not occurred on or prior to Fobru:uy 1. 1998. A Ounhlying Event moans n pulJIIc equtty olfcMg 
(as defined) or one or more strategic equity tnvestments (as doltned) whtch, tn erther case. results tn 
aggregate net proceeds to the Company ol not loss than $75 mtlhon. 

5. ACQUISITION: 

On February 4, 1997, tho Company acquired substantially all of tho assets or Llnkorel Pacrhc. L P. 
(Linkatel) , a Los Angeles·based competitive access tolecommunlc;:~ttons provider. At tl'le trme of rho 
acqutsition, Unkatel operated an 80 mile fiber optic telecommunications network covering several 
markets from the downtown Los An~eles erea to the city or Irvine in Orange County. As part of the as3ets 
acquired, the Company obtained access to approximately 250 route miles Gf tight·of·way. ol wh1ch 183 
miles have been completed, creating one network in Los Angeles and one network in the Orange County 
a1ea. The Company has been providing competitive access services over these networks since the 
acquisition date and launched switched local and long distance services in July 1997. The total pur­
chase price ol $42.5 million c.onslsted of a cash payment or S36. 1 million, the repayrnent of debt ol 
$5.6 million and the assumption o! net liabilities ol SO.B million. 

The assets acquired and consideration given wore as follows (in thousands): 

FaJr value ol tangible assets and liabilities acquired . . . . . . . . ... ... . 
Fair vaJua of intangible as,sets acquired .••......... •.•. . .....•. 

$12,003 
29.682 

$4 1,685 

Cash paJd for assets, including repayment or debt . . . • . . • • . . . . . . . . $4 t ,685 
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OPERATING ACTIVITIES: 

NEXTUNK CommunlcaUona, Inc. 
Consolidated Statement• of Cash A ows 

(Dollars In thouaanda) 
(Unaud ited) 

Not loss ••..•.••• . ••.•..........•.•... · · · · · · · · · · · · • • · · · · · · · · 
Adjustments to reconcile net loss to not cash used In operating activ.itil's: 

Oolorrod compensation oxponso . . . . • • . . • • • • • . • . • . . • . 
Equity In loss ol aii1Jiates . ••••••..•••.••..••....••..•..... •.•. 
Depreciation and amortization ....... •..••.•••..... ... .. ..•....• 
M1norily interests in loss or consolidated aubsidiaries . .. •••••••.•••••• 

Changes In asS91S 11/ld liabilities, n et or olloets rrom acquisitions: 
Accounts receivable .• ••.••••.•...••• • . ••••• •.. ..••..•..•.•. 
Other current assets .. •.•. . •.......•.•. •. .........• ...•••.•• 
Other long-term assets •••••••••••• ••.••••• ••••• •••••••••••.•• 
Accounts payable ••..••••••..•..•• .•..••••....•••••••.••.•. 
Accrued expenses • • • . . . . • . . . . . . . . • . . . . • . . . . . . • . • • • • • • . • • • • . 
Accrued Interest payable • • • • • • . . • • • • . • • • • •..••••..• . •.•••.•• 
Other long-term liablhties • .•..• . •• .• ••••••••.•.•....•..••...•• 

Not cash used In operallng activities • ...... . . ..•... •.••• .•.•.•.•.••. 

INVESTING ACTIVITIES: 
Purchase of property and equipment .........•.••. • : . .. . .• .. ...•. 
Not assets acquued In business end ossot acquisitions (not of cash 

c:s~q~.~~ra~ 'rio·,.;, oscr~· to'oci ~$8d ~~· t>~si~os~ ·.cq~;srtlon ·: ·:: ·:::: 
lnvestrnents in uneonsolldatod alhliatos • . • . . . . . . • . . . • . •••..... • . 
Maturuy or pledged securities . • • • • . . . . . • . • . . . . • . . . • • • . .•.••• 
Purchase or mati<etable securilies. not .•••..• ••..•.•. . •.••.•.•••• 

Not cash used in investing activitlo s • . • . . . • • • • . . • . . . . . . . . • . . . • • • • 

FINANCING ACTMTIES: 
Not proceeds from issuance or redeemable preferred stock . • •.•.•.•.. 
Cap•tal contributions . • . • • . . • • • • . • • . . • • • . . . • • . . • . • •••.•.•••. 
Proceeds lrom payable to alldiates • . • • . . • • • • . • . . • ..••••.•..••. 
Repayment or payable 10 alldiato ........ •.........••••••..•.•.• 
Repayment of capital lease obligations ..•...•.•..... •. .•......... 
Bank overdraft . .•....•.. .• .• ..••. . ••.....•....••••••••.•• 
Costs Increased in connecllon with l1nanclng .••...•...•..•...•.• •• 
Proceeds from Issuance or senior notes .......... •... ...•... •...•. 

Not cash provided by financlng aciJVitles . . . • • • . . • • • • . . • . . • • . • • . .•.. 

Net Increase In cash and cash oqulvolonts • • . . • . •..••..•.•.•••.•..... 
Cash and cash equivalents, beginning or periOd ••.••..... .. .••......•.. 

Ca.sh and cash equivalents, end ot period • • . ..•...• • ...••..••••••. 

SUPPLEMENTAL CASH FLOW DISCLOSURES: 
Noncash financing and investing activities: 

Class A common stock Issued under loaso arrangement .....•..•..••.. 

Redeemable preferred stock dMdonds, paid in stock ••.•......•...... 

Accrued cumulative redeemable preferred stock diVidends. payalble in stock 

Cash paid lor Interest . . . . • • . • . • • • • • . . . . . . ..••.. 

Sla Monlh1 Ended 
Juno 30, 

11196 19117 

s (20,833) s (50.771) 

1,115 
1,015 

.... 152 8.931 
(121) (17t) 

(3,446) (2.764) 
82 6t5 

(1.254) (351) 
4,733 (5.333) 
2.522 1.959 
8.021 (365) 

(74) 123 

14,615 4,974 ---(6,2t8) (45,797) 

(31,495) (55.161) 

(t0,503) (41,239) 
6.000 

(2.500) (4,275) 
18,049 

(117,688) (28,8 t2) 

(162.186) (105,458) 

27-1.000 
9.921 

28,766 
(32,203) 

(769) 
(1 .373! 
(9 ,700 

350,000 

345,411 273.211 

177,007 121.956 
1,350 76.807 

$ 178.357 $198,763 

s - s 1,400 

s - s 10,086 

s s 6.865 

s 1,277 s 22,406 

Seo accompanying not<ls to unaudltod interim consolid~:~tod financial st<llomonts. 
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Nl!.XTUNK CommunlcaUona, Inc. 
Conaolldated SIA:tementa of Operation• 

(Ooll111 In thou~tnda, ••c:ept per ah••• emounta) 
(Unaud ited) 

Thtoo Montha Endod 
Juno 30, 

1996 1997 

Sla Montha Ended 
Juno 30, 

Revenues ....... .• ..... .. · · · • · • · • • s 6.67 1 s 1t ,60 t s 12,04) s 2'1 .668 

Cuuw nnd uxpunsos. 
Operating . . . ........ . . . . ..•. . • • ...• 
Selling, general and administrative •. . •..•. 
Deferred compensation . .. .. . ...•.. . . . . 
Depreciation . ......•. . .. ....•....... 
Amortization . . ... .... . . ..... . ... ...•. 

Total costs and e~enses . . ......... . 

Loss from operataons .. . .. . ........•..... 
Interest Income . . . . . . . • . . . . . • . . . .... •. 
Interest expense .... .. .•.....•••.• .... 

Loss before minority interests . ....•.•• .... 
Minority Interests in loss of consolidated 

subsidiaries . . . .. . . ... . . . .. ... . .. . .. . 

Net loss ...... . ... . . ........ .. ..... . . 

Preferred stock d ividends and accretion o l 
p referred stock redemption obligation. 
ancludang issue costs ... .. ...•.•......• 

Not loss applicable to common shares ..•• • .. 

Pro Forma: 
Net loss per share ........... . 

Shares used in computation o f pro forma not 
loss por share . .. . .......... .. . •. •. • 

6,117 
6,975 

1,310 
1,013 

15.4 15 

(8,744) 
2,857 

(7,902) 

(13,789). 

12,037 
15,829 

223 
3,206 
1,319 

32,61 4 

(21,013) 
5,492 

- (10,902) 

(26,423) 

10,813 
12,491 

2.387 
1,765 

27,456 

(15,4 15) 
3,099 
(8.638) 

(20.954) 

_ __:1.=2 75 121 

21 .941 
2'9,103 

1,11 5 
6.054 
2.877 

6 1.090 

(39,422) 
10,521 

(22,04 1) 

(5-0.942) 

171 

$(13.717) s (26.348) $(20.833) s (50,77 1) 

(10,550) 

s (36.898) 

s (0 98) -
37.842,6 13 -

--
{17,353) 

s (&8. 124) 

s ~ 80) 

37.828.888 

See accompanying notes to unaudotcd intcrom consolidated fonanclal statements. 
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NEXTUNK Communication~. Inc. 

Conaolldated Statement of Changu In Shlrtholdort' Doll~lt 
For the Sl• Monlhl Ended June 30, 1997 

(Ootlere In thou .. nds) 
(Uneudlted) 

C'-••~~ c:&.u a~ O.ft n -.f AU~aole41 ....... ,. 
' "-'' ' - ......... - c.,._,..j\••'*' ...... c .. .. 

B.t.lanco at Oecemb4!< 3 t. 1 996 $ s - $ s to• tOll s G~.~u 

Motgor ol NEXTUNK 
Communlcaloons. 
l l C. Willi anCI Into NEX1 LINK 
~lOnl.l~ 36,165,2$9 65,$27 (G~.$~71 

Convtralon ol £quit) Opc100 I'WI 
lniO SIOCk ()pljon Pl&n • • ~~.363 (4 ,234) 

eornp.nsa110n anrlbullllle 10 aiOCk 
OpiiOnt .. wng 2:.>3 

Issuance ol CQmmOII IIOCk unOor 
Ieung arrangttntnl . ... 176~· 1.•oo 

c..mulawe tedoeiNblt p<eloned 
lloelc~ •. •• • •• 116 '1111 

AcCIOIJOn ol ptt lon«! t iOCic 
reclompiJOn oblogaliOn, lnclud.ng 
luoe costs .... . .. . (3&?) 

Not loss •••• ••• (rl0,7/t) 

Blllanco at Juno 30. 1097 176.534 $16.76l 36,1GUb9 56~ .627 $(4 0 111 Stln305t s -· 
Soo occomp:1nylng notos to unoudltod lntor1m coMsolrdn tod fonnnct:~l 51atornonts 

·. 

..... 
S(t8 6!.4! 

11 . 129 

'13 

1.400 

p6 !Ill I 

t l'tJI 
(!>() 7711 

$( 7~ Ol'61 



NIXTLINK Oommunloellont, lno. 
Contolldattd 8alanca Sh11l 

('>olltrt In thoutandt, except per &hare amounta) 

AS.SCJS 
Cuuont anot.t 

Cash and cash oquovalonts 
Ma~ketab4e IOCVI1\Ies . • • •••••••.• 
"'"ounta rocelvablo, not .• • ..... •.•• 

(Untudlled) 

Other .. .. .. .. .. .. • • ........ . ... . 
~....,,_ .. 
l~ MftnllUt\1 

Pledgod IGCUfltJel ••• • ••• 

Property and 1<1~ net 
~ ..... 
Otner lnt.ng~ assets, net . 
Otnor as.ets. net ............. .. 

Total assets .....•. 

UAStLITIES »10 $HAREliOlOERS' 0£FICI1 
Current Wlbolobos. 

Accounts payable • • • . • • • • •• 
Accrued o• pensos • . • • . • 
Accrued lntetlllt payablo . 
Current pot1-on of cap!\alleuo obl.gatons 

PayaDI4 to aft•llto ••.. ..••.•. 

Total current l<abdruos 
Long ttlm clobl 
C. IJdAI leue Oblogallons • 
Oelen Ocl com;>ens~IJOn 
Other 

Tow lwlbolot.os 
Comm.tments and cont.ngenoes 
IA.noroty lnle<HI$ 
Rodc.mablo prctorrecl l!OC:k (par value SO 01 por sh4ro, aggrc;atc 1 qu.c~·-on protcro ncc $JOt,J 't 

5 ,00 t ,706 stutros ilsuecl and outstand.ng) 
ClAst B common liOCk. SUbje<:l to rOclompC.on (I>AI valuo so 0 2 p('t •toa·• 51 e 9!>0 .. , .. \IUS rnvl'<l " "" 

OUtstandong) 
StwohOiders' dotoCit 

Clan A common atock (par value SO 02 per al•aro, Jtototl at M IOunt• P>·O '" 1 10.334,000 ~h.ll o• 
autiiOftlCcl, 176,s:J4 shares luuecl ancl oultta••<J•ng) 

Clus 0 common &lock (par v~luo S002 poo snar~ at410cl atomourH> poe tn olol Ill toO •"••n• 

a utnorued, 36,165.2$ lhales osWOcl and outsuncl ng) 
OoiO<ted compons.atoon • . 
A.:cumutate<l cleloCit . • . • . • . • • 

Taw S!Weholde<s' clofJOI ••• 

TouJ ~bo' t.H and .. ....,eholclora c:olcA 

Soc o.:companylng notes to unoudltod lntonm consoltdatod tmanc tal stntcrnonl~ 
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June 30, 
11197 

Sl98.763 
76.~25 
9,700 
1, 127 

~1170 

327.115 
• 1.307 

16 1,250 
s...= 
11 ,304 
t9,3'9 

$6,.,21 0 

s 13 003 
7.11~ 

8 835 
\ ,310 
1.500 

33.333 
J!>O 000 
~3~1 

3 lOb 

137 

Z!ll 353 

6!. !.77 
, . 0 11) 

1 1~2.305) 

IH 0261 

$614 21 0 



LociJI exchang&-A geographic area determined by the appropriate stale regulatory authority In 

which calls generally are ttansmltted without loll cllarges to tho calling or callod party. 

Uno - on electrical path between a ILEC central offiCe and a subscriber. 

Long distance carriers (lnterexch4nge carrfcts) - Long d1stance c~mlors prov1do seMoos between 

local exchanges on an Interstate or Intrastate basis. A long d1stonce carrier may oHor soNico~ ovor Its 

own or enolhor carrler'a facilities. 

Numbet portability- The ability of an en(l.usorlo t honuu IOCIII oxchnnoo Cllrrlors whtlo rotammg the 

tonrllo tolophono tlUmbor. 

POPs (points of prosence)- Locauons whoro n long dontonco cnulor hn~ lnstnllod llflnr.mos-,oon 

equipment In a service area that seiVOS as. or relays calls to, e network swotch1nu contor olthot 10110 

dlstonco carrier. 

PUC (pubflc utility commrsslon)-A $IIIIo rogul(ltory body, ostobllshod In most 5Ultos. whict, rogu· 

lates utilities, including telephone companies proVtd1ng intrastate seNicos. 

Private fine-A dedicated telecommunications connection between end·user locatiOns 

Reciprocal compensallon-Tho compensatlon paid to and from a new competitive local exchnnge 

carrier and the ILEC for termination of a local call on each other's networks. 

Route mile-The number of miles of the telecommunications path In which tho Company.ownod or 

teased tiber optic cables are installed. 

Special access seNicet- Tho lease of privata, dedicated telecommunications 11nos or "corcultS" 

along tho network of aiLEC or a CAP. which lines or circuits run to or from the long distance carrier POPs. 

Examples of special access servicet are telecommunications lines running between POPs ol a single 

long distance carrier, from one long distance earner POP to the POP ol another tong d1stance carroor or 

from an end-user to a long distance carrier POP. 

Switch- A device that opens or closes circui ts or selects tho paths or CIICUIIs to be used lor 

transmission of Information. Switching Is a process of interconnecting Cllculto to lorm a transmiSSIOn 

path botween users. 

S\'virched seNices- TransmiSSIOn o f switched calls through tho local svntched notworl-
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otherw~se preva.t• in the open market; and these activities, if commenced, may be d tsconllnued at any time. 
These 11ansactions may be effecled on the Nasdaq National Market in the over-the-counter market or otherwise. 

VAUDilY OF SHARES 

The validity of the Class A Common Stock will be passed upon for the Company by Wtllkie Farr & 
Gallagher, New York, New York and for the Underwriters by Sullivan & Cromwell, New York, New York. As to 
matters of Washington law, Willkie F111r & Gallagher and Sullivan & Cromwell will rely upon the opinion of Davis 

Wright Tremaine LLP, Seattle, Washington. 

EXPERTS 

The audtted financial :.latements Included In this. Prospedus have been audited by Arthur Andersen UP. 
independent public accountants, as Indicated In their reports with respect thereto. and oro included herein In 

reliance upon the authority of said firm as OXRJrtS In accounting and auditing In giving said reports. 

AVAILABLE INFORMATION 

The Company has filed with the Commission, Washington, D.C. 20549, a Registralion Statement on Form 
S·l, Commission File No. 333·32001, under tho Securities Act with respect to tho shares ol Class A Common 

Stock offered by the Stock Offering. This Prospec1us. which is part of tho RoglstratJon Stalemonl, does not 
contain all of the information set forth In the Registra tion Statement and tho exhibits and schedules thereto. 
For further tnformation with respect to tho Company and the Class A Common Stock. relerence Is made to lhe 

Registration Staiemeni and the exhibits end schedules filed therewith. Statements contained In this Prospec­

tus ns lo the contents of any contract or any o ther document to which reference Is mode oro nocessa11ty 
summaries thereof, and In each instance reference Is made to the copy o! such contract or other document 

l1lod os an exhibit to the Registration Statement. eacl1 such statement being quallltod In all respects by such 
reference. 

NEXTLINK Is subject to the informattonaJ requ irements of the Securities Exchange Act ol 1934 (tho 
"Exchange Act") and in accordance therewith files reports and other informauon with the Commtssion 
Copies of the Regisllalion Statement, periodiC reports and other information ftled by tho Company with tho 
Commiss1on may be Inspected at proscribed rates at the public reference fatlhttes mainta•ned by the Com· 
m1ssion at Room t024, 450 Filth Street, N.W., Washington, D.C 20549, or at Its rog1onal oHtces located at 

Northwestern Atrium Center, 500 Wost Madison Street. Suite 1400, Chicago, llhnols 60661 and Seven World 
Trade Center, Suite 1300. New York, New York 10048. In addrtion, the CommtsSion maintains a websrte that 
contains periodic reports and other Information filed by the Company via tho Commisston·s Electronic Data 
Gathering and RetnevaJ System (EDGAR). This website can be accessed at w.vw soc.gov. Copies o f suet, 
material can bo also be obtained from the Company upon request by contacting tho Corr.pan; at its principal 
executive office. 

Tho Company Intends to furnish its shareholders with annual reports contatnlng l•nanc1al statements 
audited by an Independent public &ccountlng ftrm :.nd quarterly repons lor tho ftrSI throe quaners o f each 
f1scal year conta1ning unaudited lnto~trn financial Information. 
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d~roctly or Indirectly. or 81\/lOUnce an ollerlng of, any shares or Clan A Common Stock or nny 5ocuriUos 

convertible Into, or exchangeable lor, shares of Class A Common Stock lor a penod of 180 days from th6 d ate 

of this Prospectus, without tho prior written consent of Solomon Brothers Inc, except (e) in tho case of tho 

Company, (l) g rants of options and issuances and sales of Class A Common Stock Issued pursuant to any 

emp loyee or director stock option plan, S1ock ownorahip plan or stock purchase plan In effect on tho dato ol 

tho Undorwratlng Agroomont, (ll) Issuances of Class A Common Stock upon tho c..onvorston of socutoliOS or 1110 

exorcise of warrants outstanding on the date of the Underwriting Agreement, (Ill) issuance o l Closs B Common 

Slock upon exercise of optlon.s outstanding on the date of tho Underwriting Agreement. (iv) issuance of 

Common Stock pursuant to agreements In effect on tho date of the Underwntlng Agreement. (whiCh issu· 

ances will not involve the Issuance of a material amount o f shares Common Stock) or (v) Issuance of Common 

Stock In connection with acquisitions; provided that tho recipients o f such shares of Common Stock agree In 

writing with Salomon Brothers Inc to be bound by the unexpired term o f this agreement not to soli; Md (b) In 

tho case of directors, executlvo officers and stockholders of the Company (Including tho Sot:1ng Shareholder), 

shoros ot Class A Common Stock disposed or o, bona lido g ihe or pledges whore tho rocipionta ol such g tl1s 

or the pledgees, as tho case mJy be, agree In writing with Salomon Brothers Inc to be bound by tho terms ol 

such agreement. 

The Representatives have informed tho Company that they do not expoCI sales to accounts ovor \',h •Ch 

they exercise discretionary authonty to exceed live perc.ont of tho total number ol sha1os or Class A Common 

Stock sold In the Stock Offering. 

At the request of tho Company. the Underwrrters have reserved up to 1.980.000 shares o t \:tass A 

Common Stock for sale at the Initial public offering price to conam olficers. d1rectors, employees ond o ther 

per:sons designated by tho Company. Tho number or shores of Class A Com:110n Stock available for sale to 

tho general public will be reduced to tho exton! such persons purchase such reserved shares. Any reseiVCd 

shares not so purchased wiU be o ffered by tho Underwriters to tho gonrral public on I he same b.111s as tho 

other shares offered hereby. 

Prior to the Stock Offering, !here has boon no public market lor the Class A Common Stock Tho 1n1hal 

public offering price was negotiated aiT'ong tho Company, the Selhng Shareholder and tho ncpresentahvas 

Among the factors conl'idered in determining tho inJtial pubhc olfor10g puce of tt1o Class A Common Stock, 10 

add1tion to provaihng market conditions, was tho Company's h•stortcLII porf01mnnco. cshmiltcs ot tho buSI · 

ness potentialond earnings prospecl s oltho Company, on assossmor111 o f tho Company's rnonagomont nno 

tho consideration of the above faCiors in rolatlon to market valuauon of compames in retoted buslnos.sos 

Thoro can be no assurance that tho price at which shores of Class A Common Stock will sell 1n the publiC 

market alter tho Stock Offering will not be lower than tho puce at which they arc sold 10 the Stoc~. Olleung by 

tho Underwriters. 

The Class A Common Stock has been qual1f1ed lor 10clus1on 10 the Nasdnq Nahonal t.~arJ..et under the 

symbol "NXLK." 

In connection with tho Stock Offonng, tho Undorwr1tors may purchase and soli the Closs A Common Stocl. 

in the open market in ec.cordanco w1th Regulation M under the Exchange Act. T11oso transnct1on~ mny u1clude 

over·allotment and stabilwng transacttons and purchase to cover syndicate short posruons created 1n conncc· 

tion with tho Stock Offering. Stabihzi ng tnmsact1ons consist or cenaln b1ds or purchases lor the purpose of 

proventing or retarding a decline in the market price of tho Class A Common Stock; and synd1cate shon 

positions involve tho salo by tho Underwriters of a greater number ol shares o l Class A Common Stock than they 

oro roqu11od to purchase from tho Company In tho Stock Offering Thn Ul\dorwr•tors also n1t1y Impose n pon:llty 

bid, whereby selling concessions allowed to syndicate mombe;s or other broker<tealors In respoc:t ol the 

securities sold In tho Stock Offering for their nccount may be roclaimod by the syndicate If such socurlhos oro 

rep urchased by tho syndicate In stabilizing or covering transactions These OCIIVIIICS may stabilize. maintaln or 

otherwise all oct tho rruukot price olthe Class A Common Stock, whiCh may be h1ght>r than tho poco that m1ght 
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SHARES EUGIBLE FOR FUTURE SALE 

On a PfO lonna oosls IOf the Stock Offering. asol September 19. 1997. tho Company had outstand· 

lng 15.992,174 shares of Class A Common Stock, excluding options to purchase 3.367.216 shares of 

Class A Common Stock which have boon granted under the Plan. 436.643 of which aro fully vested, but 

have not been exercised. Of these shares, the 15,200,000 shares ol Class A Common Stock sold on the 

Stock Offering will be lroely tradable wtthout restuctoon or lur1hor regostratoon under the Secuutoes Act. 

except lor any Shares purchased by an Affohate of tho Company, whtch will be subJect to the lomotatoons of 

Rule 144 ("Rule 144") under the Securities Act. 

In general, under Rule 144 as currently in cffoct, a person (or persons whoso shares are aggro 

gated) who has benefJCII'IIy owned his or her restuctcd securtttos (as thattorm os deloncd on Rule 144) f~r 

at least one year from tho date such securities woro acquired from the Company or on afloloate o r the 

Company would be entitled to sell within any throe-month period o number of sh!lros that docs not 

exceed tho greater of 0) one percent o f tho thon outstanding shares of tho Common Stock and (u) tho 

average weekly trading volume of tho common stock during tho lour calendnr weeks prcced ong a sale by 

such person. Sales under Rule 144 are also subjoct ro conain manner·ol·snto proVJsoon~. notoce ocquorc 

monts and tho availability of current pubhc lnformatoon about tho Company Under Ruto 14<:, ho .... ever a 

parson who has held shares lor a minimum or two years from tho later ol tho date such securitoas ware 

acquired from the Company or an alfollato of the Company and who Is not, and lor the throa months proor 

to the sale of such shares has not been, an alttllato o f the Company. is free to salt such sharrs w•thout 

regard to the volume, manner·ol·sale nnd certain other lomttoloons contaonad on Rule 144 

The Company has ltled a rogistrntlcn statement on Form S·8 (Ftlo No 333·25907) to regoster 

4,413,360 shares of Cla.ss A Common Stock reserved lor 'Issuance or sale under the Plan As of 

September 19, 1997, thoro were outstanding options to ;>urchnso a total of 3,367.216 shares o f Class A 

Common Stock of which 436,643 shares o f Class A Common Stock were subJOC1 to vast('(! optJOns All 

such shares o f Class A Common Stock Issuable upon the e~orcosc ot optoons under the Plan aro freely 

trndable without restrlctoon under tho Securities Act, unless such shares nrc hold by an Alloltato ol tnc 

Company. 

Tho Company, its dtrectors and its executive ollocars, who hold. as of September t9. 19!17 and nlt11• 

giving pro forma cfloC1 to tho Selltng Shareholder·~ conversoon o f Class B Cornmo'l Stocl. to Class A 

Common Stock, In the aggregate 5t6,686 shares o f Clnss A Common Stock (or currently exerc•sable 

options to purchase Cias~ A Common Stock) and 31,005,864 shores ol Cla~s 8 Common Stock (or 

currently exercisable options to purchase Class B Common Stock), have agreed not to oUer. sell or 

conlract to sell, or otherwose d ospvse ol, d irectly or lndtrectly, or announce an oUerong ol. nny shares of 

C.lass A Common Stock or any socurottes convenoble onto. or exchi:lngeoblo for. shares ol Class A 

Common Stock lor a period ol 180 dnys from the date ol thts Prospectus. wothout tho proor wrotton 

consent of Salomon Brothers Inc, except under ltmlted circumstnncos. 

In addttion, the Company has granted cenain holders of tts cnpotal stock ugt11s to requtre tho 

registration lor sale of such capital stock under tho Socurotoes Act See • Descroptoon ol c,,,,,,,,, Stocl. 

Registration Rights." 

Prior to tho Stock Offering. thoro has been no establoshcd m arket for 1110 Common Stock and no 

predictions can bo made about the effect, if any, that market sales of shares of Clnss A Common Stock or 

tho availability of such shnros for sale will have on tho market pricll preva•ltng loom tune to tune 

Nevertheless, tho oe1ual calc of, or the percorved potentoal lor the solo ol , Cla~s A Common Stock tn the 

public market moy have an adverse eUoct on the market price lor the Class A Common Stock 
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ln'toro•t lhoroon, II any, to tht dat• ol rodomptlon, provldod that at loaet $266.7 million of oggrogato 

principal amount of New Notos remains outatandlng lmmodlatoly n ltor such redemption. Excopl In 
connection with a Chango of Control (1.s doflnod In tho Now Indenture} of tho Company, the Company Is 

not required to make mandatory redemption or sinking fund payments with respect to the New Notes. 

Covenants. The New Indenture restricts, among other things, the Company's llbthly to tncur 

additional lndobtednoss, pay dMdo nds or malle certatn other restncted payments, tncur certain hens to 

secure pari passu or subordinated indebtedness, engage In any sale and leaseback transaction, sell 

assign, transfer, lease, convoy or o therwise dispose o f substantially all of the assets ot tho Company, 

ontor Into cortoln tronsocllona wllh ollllfotos, or Incur lndobtodnosn tho l iD &ubordtnoto in rt{lht ol payment 

to uny vonlor lndobtodnou oncJ Gonlor In tight ot poyrnont to tho Now Nolon Tho Now lndnntuto porrnlls, 

under cortoln circumstances, tho Corrpany's subsidiaries to be dcomod unrestricted subsldlorlcs and 

thuo not aubjoC1 to tho roslllC11one of tho lndonturo 

Evonls of Do/au/1. Tho Now lndonturo eonttlna atondard ovonla ol doloult, lnclutllng (1) tloloults In 
the payment o f principal, premium or interest, (iij defaulls In the compliance with covenants conllllned In 

the Indenture, (Iii} cross defaulls on more than S10 million ot other Indebtedness. (lv} rolluro to pay more 

thon S 10 million oljudgmonts ond (v} certain ovonts olll~ subnldlorlon 

Description of the 12'h% Notes 

General. The Company and NEXTUNK Capital, Inc., a Washington corporation and o wholly 

owned subsidtary of the Company ("Capital" and, together with tho Company. tho "Issuers") issued 

$350 million of 12'h% Senior Notes Due Aprll 15, 2006 pursuant to an Indenture among tho Company, 

Capital and United States Trust Company of Now York, as trustee (tho "Trustee"). On Soplcmber 6, 

1996. the Company consummated an offer (tho " Exchange Offer" ) 10 exchange such notes for S350 

million of 12'h% Senior Notes Duo April 15, 2006 that had been rcgostorcd under tho Socu011Jes Act 

Principal, Maturity and fnterosr. The 12'h% Notes are limited an aggregate princtpal amount to 

S350 mlllion and will mature on April 15, 2006. 1ntorost on tho 12'h"' Notes accrues at 12'">,. per annum 

ond is payable soml~~nnually In arrears on April 15 and October 15 of each year. Interest is computed on 

tho basis ol o 360-day year comprosed or twolvo 30·day months. AI tho closing ol tho ollorong. tho 

Company used $1 17.7 mllhon of tho net proceeds ot tho altering of tho 12'h% Notes to purchase a 
portfolio of sccurrties, initially consis ting ot U.S. government securotoes (oncludtng any socurttoos subsll· 

tuled on rcspoct thercol. tho " Pledged Socuriuos" }, to plcelge as sccuroty for payment of mtorcst on the 

12'h'lo Notes through April 15, 1999 and, under cenain circumstances. as socurrty for repayment olthe 

principal o f the 12'h% Notes. Proceods from the Pledged Sccurotlcs may be used by tho Company to 

make intorosl payments on lho 12'h% Notes through Aprll 15, 1999. Tho Plodgod Socu11toos ore being 

held by tho Trustee pending disbursement. 

Rankrng, The 12Y.% Notes arc unsecured ~onlor obligations o f fhc lssuC!r$, wtll rank por1 passu in 

right of payment with all existing and futuro senior obligations altho Issuers. includong tho Now Nott}S, 

and will rank senior In right of payment to all futuro subordinated obtogations ot tho Issuers 

Rodomption. The 12'h% Notes are not redeemable at tho Company's option p11or to April 15, 

2001 . Thorooftor. tho 12'h% Notos o~o subject to redemption at tho op!lon or tho Compnny, In whOle or In 

pan. at tho redemption prices (expressed as porcontagos or pllnclpol amount) sci lonh bolow plus. 
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accrued and unpald Interest thereon to tho applicable redemption date, it redeemed dunng tho twelve· 

month period beginning on April 15 of tho years Indicated below: 

Year Percontage 

2001 •••••.••••. ••.••.••.•.•......•.•••••••• .••••.. . ....• 1 06.2~ 

2002 • . • . . . . . . • • • • • • • • . • . • • • • • . . . . • • • • . • • . • . . • . . • • . . . • . . 104.167% 

2003 . . . . • • . • . . . • . . • • • • • • • • . . . . . . . • • • • • • • • . . . . . . . . . . . • . . . 102.083% 

2004 and thereafter • • • • • . • . . • • . • . • . . . . . . • . • • . . . . . . . . . . • . . • 100.000% 

In addition, at any time on or before March 15, 1999,the Company may redeem up to 33 1/3,_ ot the 

·original aggregate principal amount ol tha 12'h% Notes with tho not proceeds o t a sate of common 

oquity ate redemption price oqua.l to 112.50% of tho principal amount thoroot, plus accrued and unpaod 

interest thereon, If any, to the date or redemption. provided that at least $175 million ot aggregate 

principal amount of 12'h% Notes remains ou1Standing Immediately ahor such redemption. Except in 

connection with a Change of Control (as defined In the Indenture relating to tho 12'h% Noles) of thO 

Company, the Issuers are not required to make mandatory redemption or sinking lund paymonts with 

respect to the 12'h% Notes. 

Covenants. The indenture relating to the 12'h% Notes restricts, among other thongs. the Com· 

pany's ability to Incur additional Indebtedness. pay d tvidonds or make certain other resh icted paymen1s. 

Incur certain liens to secure pari passu or subordinated indebtednes-s. engage In any sale and leaseback 

transaction, sell assign, transfer, lease. convey or o therwise dispose ol substantoally allot tho assets ot 

tho Company, enter Into cortnln transactions with otfoiiD!<ts. or Incur lnd<tbtodnoss thai Is subordonatc on 

right ol payment to any senior lndobtednoss and senior In rlght o f payment to the 12Y.:•.v Notes. Ttle 

Indenture relating to the 12 Y.I% No tes permits, under certain circumstances. the Company's subsidoaries 

to be doomed unrestricted subsidiaries and thus not subject to tho restrictions ol tho indenture 

Events of Default. The Indenture relating to tho 12V:% Nolo& contains standard ovonts ol dotoull. 

Including (I) defaults In the payment ot principal. premium or lntorost. (II) defaults 1n the compliance wl!h 

covenants contained in the indenture. (olo) cross defaults on moro than S 10 million ot other mdebtcdncss. 

(tv) failure to pay more than S 10 molloon of judgments and (v) certain events ot Its subsodtartcs 
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securities. Tho Sollers' redemption rights terminate if during the three year period commencing upon the 

1801h day after the date o f this Prospectus. the average dally closing price of the Class A Common Stock 

during any consecutive 60 trading day period Is greater than $19.92. The Sellers agreed, in connection 

with an Initial public offering of any class of equhy security of the Company or any of its affilil.ltos, thutthoy 

will not sell or otherwise transfer Common Stock for a period equal to lhot agreed by tho ollicors or 

d iroelors of tho Company that are not alfrllatod with Eogto Rlvor. 

Pursuant to tho torms of tho Morgor Agroornont, dated as of July 28. 1997 (the "Chadwick Agree· 

mont") betwoon tho Company and A. Chadwick Paul, Jr. and John G. Englosson (the "ChadWick 

Shareholders'1. tho Company granted tho Chadwick Shareholders certaln registration rights with 

respee1 to shares of Class A Common Stock to be Issued to tho Chadwick Shareholders os partrat 

consideration for tho merger of Chadwick Into a wholly owned subsidiary of the Company. Tho Chad· 

wick Agreement provides that the Chadwick Shareholders will have unlimited "piggyback" registration 

righls with respect to any registration statement tho Company proposes to frio with tho Commission to 

register any of ils Class A Common Stock, subject, lor a period of one year after the Closing Date (as 
defined therein), to conain reductions In tho case of an underwritten offering to the extent the manngrng 

underwriter determines that Inclusion of all or a ponion of the shares to bo Included In such rogistra\Jon 

would adversely affect the marketability ol tho offorrng of tho securities to be sold by the Company lithe 

Company has Included shares In a registratron statement pursuant to tho Chadwick Shareholdo:s· 

"piggyback" registration rights, tho Company may not file or cause to be effected any other regist·'lbon 

ol any equity securities or securities convorublo Into equity secuntios unlit a period of t20 days has 

elapsed from the date ol elfee1iveness of such previous registration. Tho Company also ogrood not to 

elleel any public sale or dlslrlbution of its equity securrtles or securities convertible Into or exchangeable 

or exercisable for such securities d uring tho seven days prior to and during tho 90 day ponod boginnirng 

on the elfoellve date of any registration statement effected pursuant to tho Chadwick Shareholders· 
"piggyback" registration rights. Subject to minimum size requiromenls, tho Ci;adwick Shareholders 

have agreed that In connection with any undorwrinon public offonng of lho Common Stock ihoy wrll not 

effect any public sale or distribution of their shares except in connoctron woth a "poggyback" regrstrotron 

for a period of limo requested by the managing underwriter, not to exceed t80 days. The Comp:~ny has 

agreed to bear and pay all expenses hcurred In connectron wrth any rogrstratron, lrhng or quohtrcatron 

with respect to a "piggyback" registration. 

Director and Otflcer Indemnification 

The Washington Business Corporation Act provides that a Washington corporation may rncrude 

provisions In its articles of incorporation rehevrng each of its directors of monetary habrhty arisrng out of 

hrs or her condue1 as a director for breach of his or her frduclary duty except habrhty lor (r) acts or 

omrssions of a diree1or that involve Intentional misconduct or a knowrng violation of law. (or) conduC1 on 
violation of Section 23B.08.310 of the Washington Business CorporobOn Act (whrch sectron relates to 

unlawful distributions) or (II~ any transae1lon from which a drrector personally recerved a benelrt In 

money, properly or services to which tho drree1or wos not legally onlitlod. The Company's Aruclos 

Include such provisions. 

The Company's Articles and Bylaws provide that the Company shall, to tho lul'~st o)(lent pormrttod 

by the Washinglon Business Corporation Act, as amended !rom tlmo to time, indomnrly and advance 

oxpenses to each of Its currenUy ae11ng and Iormor diree1ors and officers, and may so Indemnify and 

advance expenses to each of its current and former employees and agents The Company betrovos tho 

torogoong provisions are neces.sary to attract and retain c;uallflod persons as drrectors and offrcors 

Provisions Al1octlng Acquisitions and Bualnoss Combination• 

Tho Washington Business Corporation Act, Section 23B.19 of tho Revrsod Code of Wasllrngton, 

prohibits a "target corporation," with certain oxcopllons, from engaging In connrn " sognolrcont business 
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Tho 14% ProlorTod Sharoa will, wllh roapoct to dlvldond rights onc.J rights on liquidation , winding up 

and d issolution, rank (I) aonlor to ooch othor class of copliol stock, lnclud lnQ tho Comn.on Stock. tho 

terms of which do not oxprossly provldo that It ronks sonlor to, or on a parity with, tho 14% Proforred 

Shnros n~ to dtvldond rights and tights on liquidation, winding-up and d issolution of tho Comp,tny 

(colloctovely referred to cs "Junior Shores" ); (li) subject to certain condition• . on a parity with each othor 

ctoss of preferred atock Ollabllahod lhorooftor by tho Company tho Ierma o f which oxprossly provide that 

ouch clnea oraerlu will rank on o parity with tho 14% Prolorred Shares as to dMdond rights and rights on 

liquidation, winding-up and dissolution (collectlvoly rolorrod to ns " Pority Shnros" J, nnd (Ill) aubjoct to 

certain conditions, junior to oach class or prolottod atock o~tabllshud allor tho oato hereof by tho 

Compnny tho torm• ol which oxprossly provldo that such class or series will rank ~onlor to the 14% 

Pr ulouod Shares as to d ividend rights and rights upon liquidation, winding-up and dissolution ol the 

Company (collectlvely roforred to as the "Senior Shares"), Tho Company may not authorize any now 

class of Senior Sharos without tho approval of tho holders of at least two-thirds of the 14% Prolerred 

Shares then outstanding, ;.oting or consenting as a separate class. In addrtion, the Company may not 

authorizo or issue any Parity Shares (othor than addltronal l4% Preferred Shares issued as dividends on 

the 14% Preferred Shares) without tho approval of tho holders of at least a majorrty of the 14% Prelerrod 

Shares then outstanding, voting or consenting as a separate class, II after giving eHoct to the lssuanco ol 

such Parity Shares the aggregate liquidation preference of outstond1ng Parity Shares (othor than tho 

14% Preferred Shares Oncludlng additional PrelorTod Shares Issued a.s dMdends on tho 14% Preferred 

Shares)) would exceed tho sum of (x) S50 milhon and (y) the aggrcgato amount of gross proceeds 

received alter the Issue Date and on or prior to tho date of ISSuanc e of such Pa11ty Shares from thO 

issuance of Junior Shares which are not redeemable on or pnor to February 1, 2009, wtth ..:orta1n 

exceptions. 

Holders ol tho outstanding 14% Preferred Shares will be entitled to receive, whon, as and II doclarod 

by tho Board of Directors of t!Jo Company, out of funds legally available therefor, diVIdends on tho 14~. 

Prcfotted Shares at a rate per annum oqual to 14% of the hqu1dation preference per tool~ Prolorrod 

Share, payable quarterly. 

No d1vidends may bo paid or 6el opan for the payment on Junior Shares (e){ccpt dividends on 

Junior Sharos payable In additional Junior Shares) II lull cumuiative dividends hilve not bean pa1d in lull 

(or deemed paid) on tho 14% Preferred Shares. So long as any 14'le Prelerrod Shares are outstan<:hng. 

the Company shall not mako any paymont on account o l, or sot aptlll lor payment money tor a l>onk1ng or 

other similar lund lor. tho purchase, redompUon or othor rctuomont of, any Partly Shares or Jun1or 

St1oros, or any warrants, rights, cnlls or opuons to purchoso any Parity Sharos or Junior Shares. and shall 

not pormlt any corporation or othor onllly d11oct1y or Indirectly controllo:l by the Company to purchase or 

redeom any Parity Shares or Junlot Shares or any such warrao1ts, rignts. c.alls or ootions, unless lull 

cumulative diVidends determined In accordance hereWith on the t ol._ Preferred Shares have been prud 

(or arc doomed paid) In full. 

Tho Cot1ificate o f Designations rest11cts tho Company's ob 1hty to .ncur carta•n odd•t1onal 

indebtedness. 

Regist ration Rights Agreements 

Each share of tho Company's Class B Common Stock is convert1ble at tho opttOn of the holdor 

thereof, at any time, Into one share of Class A Common Stock. Tho Company and tho current hOIOors of 

the Company's Class B Common Slack and the holdors of options to purchnso Cfn'• " 0 Ct,nunurt Sll>cl\ 

have ontorod Into o Registration Rights Agroomont (tho " Compnny fluOI~trntloll HIQhtb Agreornont" ), 

wh ich, ornong othor thing• . will provtdo that at any llrne 111101 a Ouahlymg IPO (as dcloned) and upon tho 

wquu11t of holders or at least 4% of the outstand•ng Class B Common Stock that IS subJeCt to tho 

Company Aegistrat1on Rights Agreement, the Company will reg1stor under the Socu11t10S Ac: any of tho 

shares ol Class A Common Stock currently held by, or to be acqutred In the futuro by. such holders. lor 
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sale In accordance with such holders' Intended method of disposition the:eof (a "Demand Aeglstra· 

tion"). The holders of the Class B Common Stock will have tho right to request two Demand Roglstra· 

t ions. The holders of the Class B Common Stock also will have the right, at any time alter tho Oualifyln g 

IPO, to include the shares of Class A Common Stock hold by them In oertain other rogisttalions of 

common equity securities of the Company Initiated by the Company on Its own behalf or on behalf of Its 

shareholders. The holders' rights under the Company Registration Rights Agreement a~ol not transfera­

ble. In addition, the holders of Class B Common Stock and options to purchase Class B Common Stock 

have agreed to pay their pro rata share of all costs and expenses Incurred in connection with each 

registration of their respective shares of Class A Common Stock. For purposes of tho Company Aeglstra· 

t ion Rights Agreement, "Oualilying I PO" means a public offering of Class A Common Stock that results 

in net proceeds to the Company of not less than $75,000,000 or such lessor amount as tho Board of 

Directors of tho Company may, 'n 1holr discretion. dotormlno to bo adequate to commence the rights of 

the holders under the Company Registration Rights Agreement. 

Pursuant to the terms of the Stock Purchase Agreement dated as of June 6, 1997 (the "Comd1sco 

Agreement") between the Company end Comdisco, Inc .. a Delaware corporation ("Comdlsco"), tho 

Company granted Comdisco certain registration rights with respect to shares of Class A Common Stock 

issuable to Comdisco from time to time in consideration of cartaln servioes provided by Comdist..J 

pursuant to a Master Services Agreement doled Juno 6, 1997 (!he " Mas !Or Services Agreornenl") . The 

Comdlsco Agreement provides thai Comdlsco has unlimited "p iggyback" reglstrallon rights with 

respect to any registtatlon statement the Company proposes to file w ith tho Commission to register any 

of its Common Stock, subject to certain reductions In the case of an undorwriHon offering to the extent 

the managing underwriter determines that inclusion of all or a portion ot the shares lo be Included In 

such registration would adversely affect the marketability of the offering of the securllies to bo sold by the 

Company. If the Company has included shares in a registralion stalement pursuant to Comdisco's 

"piggyback" registration rights, th.e Company may not file or cause to be effected any other regis1rat10n 

of any equity securities or securities convertible Into equity securities until & period of 120 days has 

elapsed from the dale of effectivaness of such previous regls!ratlon. Subject to minimum size requiro­

monls, Comdisco has agrood !hal m connection wl!h any underwrallon pubhc olfonng ol tho Cornrnon 

Stock. 11 will no! elfoct ony public solo or dislnbullon or its shares oxcopt In connection wtlh o "ptggy­

back" registration for a period of t ime requoslod by the managing undorwriler, notlo exceed t 80 days. 

The Company has agreed to bear and pay 1111 expenses incurred in connection wilh any regtslrallon. 

filing or qualification with respect to a "piggyback" rogislration. 

The Comdisco Agreement also provides thai, commencing on Juno 6. 2000, Comdisco has the 

option to require redemption of all, but not less than all, of tho initial 176.~34 shares issued 10 Comdtsco 

pursuant to the Master Services Agreement at a purchase price ol S26.06 per share. by gtVmg notice to 

the Company within 180 days, subject to the right ol tho Company to suspend such right if redemption ol 

such shares would violale any Jaw applicable to the Company or cause any breach by tho Company ol 

any malerial contractual obligations in effect as of the date ol!hc Comd•sco Agreement. Tho exp•ratlon 

of such rights shall be extended for the pc;rod of time equal to tho period ol any such suspens1on. 

Comdisco's redemption right terminates upon the closlny of a sole to tho public ol any class of equity 

securil)' i~suod by the Company and will therefore tormlnalo upon tho consummation o f tho Slock 

Olforing. 

In connection wilh the acqulsillon ol lTC, pursuant to !he terms of tho Stock Purchase Agreomenl 

dated December 1, 1996, as amended on July t5, 1997 (the "lTC Agreement"), between tho Company 

and the several se:rers named therein (!he "Sellers"), the Company has (lranled to !he Sellers certa1n 

optional redemplion rights with respect to 5 t9,950 shares of Class B Common Stock, or any shares or 

Class A Common Stock Into which the Sollers' Class B Common S!ock may be converted, lor o 

consideration o f $19.92 per share. The Sellers' redemption rights shall bo sus;>endod for a period or no! 

more than 180 days upon wrinen nolice by !he Company ollts inion! to regislcr an; class or equoly 

68 



DESCRIPTION OF CAPITAL STOCK 

Tho authorized capital stock of tho Com pony consists of: (I) 154,467,600 shares o l commc.'l stock, 

s.o2 par v111uo por aharo, which Is dMdad Into two classes. consisting of 110,334,000 shart's of Class A 
Common Stock (199,1195 ehares outstanding as of August1 , 199n ond 44,133.600 shares ol Class B 

Common Stock (36,685,209 ehares outstanding as ol August 1. 1997) (together, the "Common Stock"); 

and OQ 25,000,000 shares of preferred stock. $ .01 par valuo por share (the "Serial Preferred Stock"). of 

which 6,108,254 14% Senior Redeemable Preferred Shares. par valu~ $.01 per shnro (tho "14% Pre· 

ferred Shares"), are Issued and outstanding ot August 1, 1997. 

The following summary of the Company's capital stock does not purport to be complete and Is 

qualified In Its entirety by reference to tho Cortlficato of Incorporation and By·laws olthe C.ompany and 
th e Certificate of Designations of rights and proloronces relating to tho 14% Senior Redeemable Pre ­

ferred Shares f'Certifteato of Designations") that aro Included as exhibits to the Registration Statement 

o f which this Prospectus forms a par1, and tho applicabiP provisions of the Washington Business 

Corporation Ac1. 

Common Stock 
Except as ouUined below. the Class A Common Stock and Class 8 Common Stock aro ldont•caltn 

all respects. Each shar'3 of Class B Common Stock may be converted, at ony limo and at tho ophon of 

the hold er thereof. Into ono shar& of Class A Common Stock. The Class A Common Stock and the 

Class 8 Common Stock are entitled to vote on all matters which como boloro tho shnroholdors. vottng 

together as a single class. Each share of Class A Common Slocil has one (t) vote and oncll share ol 

Class B Common Stock hns ton ( t G) votes on all matters on which ho'dors ol Common Stock nro ontltlod 

to voto. Accotdlngly, holders of a majority o f tho shores ot Clnss 6 Common Slack ontltlod to vote in any 

election o r directors may elect oil o r tho directors &tanding to: eloctlon unless a Voting Rights Triggering 

Event has occurred . The Soard or Directors and the holders ol Common Stock ot tho Compnny havo 

approved an amendment to tho Articles of lncorporabon. which provides lhi!llhe Board or Duectors shall 

have tho solo d iscretion to roqulro lho conversion ol any shilres ol Class B Common Stock to Class A 

Common Stock In connection with ony transfer, or upon presentment to tho Company for transfer, of 

such Class 8 Common Stock. by conlract. operation or law or otherwise. Holders ol Common Stock arc 

entitled to receive ratably such dividends. if any, as may be declared by the Board of 011ectors out of 

funds legally available therefor. subject to any prolorenllal dtvidend rights or outstanding Serra! Prelerreo 

Stock. Upon tho liquidauon, d issolution or wlnding·up of the Company, the holders ol Common Stock 

are entitled to rocoivo ratably tho net assets oltho Company avatlablo alter the payment ol all debts and 

other hab ihtles and subject to the prior rights of any outstandong Serial Preferred Stock Holders of 

Common Stock have no preemplrve, subscription or redemption rights . All the outstand•ng shares ol 

Comrron Stock are fully paid and nonassessable. Tho rignts. proloroncos and privileges ol holders of 

Common Stock are subject to, and may be advorsoly affected by. tho right.s o r tho holders ol shares ol 

any series of Serial Preferred Stock Qncludlng tho 14% Preferred Shares) that tho Company may 

designate and Issue In the future. 

Preferred Stock 
Under tho torms ol tho CompBily's 1\rtocles of lncorporatoon (lho " At11cles··),lho Board ol Duoctors ol 

the Compnny Is authorized to lssuo tho remaining shares of Serb! Preferred Stock in one or more senes 

without shareholder approval. subject to any UmltaUons preseribed by law and those contained In tho 

Certificate of Designations. Each series of Serial Preferred Stock shall have such rights, ptetoronces. , 

p rivileges and roS1rlctlons, Includin g voting rights. dlvidond rights, convorulon rlghl5, rocJompllon prlvi· 

leges and liquidation prlvllogo&. os shall bo dotorm!nod by tho Boord of Directors. 

Tho pwposo of authorizing tho Board ol Directors to issue Serial Preferred Stock and dolermine its 

nghts and preferences is to eliminate delays associated with a shareholder vole on spocifte Issuances. 

The issuance of Serial Preferred Stock. while providing desirable no xibility In connect ton wtth possible 

acquisitions and other corporate purposes, could havo the olfoct ol making It moro d1flocull l or o thlrc:J 

party to acquire, or of discouraging a lhlrd pony from acquiring, a mnfority of the out~10nd111g voting 

stock of tho Company. 

66 



Company Reglltlatlon Rlghtt Agr .. ment, the Company will register under tho S.Curlllos Act any or tno 

ahatas ol Class A Common Stock cunonUy held by, or to be acquired In lhe IU1uro by. such holders. lo r 
sale In accordance wl1h such 'lotdors' Intended method of disposltloo thoroot (a "Domand Reglstra· 
tlon'1· The holders of the Class B Common Stock will have the right to request two Demand Registra· 
tlons. The holders of the Class B Common Stock also will have the right. at any llmo alter the Qualifying 
I PO, to Include the &hares of Clus A Commoo Stock held by them In cortaln other registrations of 
common equity securities of the Company Initiated by tho Company on Its own bohalr or on behalf of Its 
shareholders. Tho holders' rights under tho Company Registration Rights Agreement are not transfers· 
ble. In addition, tho holders of Class B Common Stock and options to purchase Class B Common Stock 
have agreed to pay their p ro rata share of all cosls and expenses Incurred In connection with each 

registration of their respective shares of Class A Common Stock. For purposes of the Company Reglstra· 
lion Rights Agreement, "Oualityl.tg I PO" moans a public offering ol Class A Common Stock that results 

In net proceeds to tho Company ol not less than $75,000,000 or such lessor amount as the Board of 
Directors of the Company may. In their d iscretion, determine to be adoquate lo commence the rights of 

the holders under the Company Registration Rights Agreement. 

In June 1997, the Company Issued options to purchase 441.336 shares o f Class A Common Stocl· 
to each of Wayne M. Perry and Steven W. Hooper. The options vEtSt 25% at tho end of each of the lour 

years alter grant, and wore Issued with exercise prices of S7.93 por shore None o f such options are 
currently exercisable. 

On August 26, 1997, tho Company agreed to lend to James F. Voelker, President o r the Company. 
A. Bruce Easter, Jr., Vice President, General Counsel and Secretary or tho Company. Gary Rawding. 
President of NEXTLINK Pennsylvania. L.P.. and Don Hlllonmoyor, President or NEXTLINK Tennessee, 
L.L.C .• up to S2.2 million, $79,000, $85,000 and $100.000. respectlvoly, ln connection with the paymen t 
or Income taxes incurred upon tho exercise of stock oplions. These loans (i) bear lnlerest ala fiXed rate ol 
7 .70%. (ii) will be secured by shares or Class A Common Stock with a market valuo equal to 2.5 times tho 

amounl or lhe loan and (Ill) require payment of principal an~ accrued lntorosl on February 26, 1999. 

In September 1997, the Company agreed to Issue opt1ons to purchase 22.067 shares or Class A 
Common Stock to each or Sharon L. Nelson and Jeffrey S. Aa1kcs upon their joining the Board or 
0 1rectors of the Company. The options vest25% at the end or each or tho lour years a her grant. and were 
issued with exercise prices of $7.93 por share. None of such optJons oro currently exorcisabto 
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options may bo ltansferred to a rovocablo trust ostabllshod by tho optionoo for his or her descendants. 

to an Immediate famDy member. or to a partnership In which only Immediate family members or &uch 

estate-planning trusts aro partners. Options shall not be subjOCI to executiOn, anachmont, or similar 

process. Upon any anomptto t.ronsfor. assign, pledge, hypothecate, or othorwtso dispose of any option 

undor tho Plan. or any rights or prMiego conferred by tho Plan. contra.ry to tho provlslons of the Plan. or 

upon the sale or lOllY or any attachment or similar process upon tho rigtots and privileges conferred by 

the Plan, such option shall thereupon terminate and become void. No person may create a hen on any 

funds. socu11tlos, or ')thor property hold under the Plan. 

Options granted under the Plan shall generally expire on the earlier of tho following two events: (i) 

tho date of expiration expressed In the indMdual option agreement. Of (H) throe months after termination 

of employment (unless the termination is for cause, In which coso tho option shall immediately expire). 

Special rules apply In tho event of an optronoo's death or disability. In addrtion. optJOns shall terminate If 

tho shareholders of the Company rocolvo cash, stock, or other property in exchange for or In connection 

with their sharos or Class A Common Stock as a result or a morgor, con5olldollon. acquisition or prope11y 

or stock. separation, reorganization. or llquldatlon of tho Company (other than o mere relncorporation, 

creation of a holding COMpany, or merger In which tho Company's shareholders rccelvo a correspond· 

lng number or shares or Class A Common Stock In tho survivor corporation). P11or to such an ovont. tho 

optionee shall have the right to exorcise his or her option. In whole or in pan. to the oxterlt vested. 

6 t 



CERTAIN R!LATIONSHIPS AND RELATED TRANSACTIONS 

r101ll lho Inception of NEXTUNK through tho end ol 1995, NEXTUNK's capdal nnd oporauonal 

funding was provided on an as needed basis. primarily by Engle River. Dunng this puriOO. under 

NEXTUNK's hmltod liability company agroomont. ono equity unit wn& lssuod lor Mch dollar In cash or 

assets contnbutod to NEXTLINK. Tho equity ownership unltaluuod from Umo to tlmo during tho course 

ol this periOd thus renect this ono dollar to ono oqully unit equlvnloncy. As of Juno 30. 1997. Eagle Rrver 

had contnbutod approxlmfttoly $53 0 milliOn to NEXTLINK and had received opproxrmatoly 23.8 mllhon 

Closs A Unlta In NEXT LINK Communicatrons. L.L.C .. which woro converted to approximately 31 .9 m'llion 

ahtlros of tho Company's Class B Common Stock on January 31, 1997, Including cenain Issuances 

desetibod below. 

On September 15, 1994, NEXTLINK lent 5100.000 to G<~ry A Rawdrng, Prosrdont ol Nl XlUNK 

Pennsylvania, L.P. This loan Is unsecured and..!,s duo September 15,2004. or upon tho anlo ol moro thnn 

one-hall of his interest In NEXTUNK Pennsylvania, L P. This lonn boora lntorosl nt tho prime raut lll1d 

requires annual ln.orost payments on Soptombor 16 

On August 18, 1995, NEXTUNK lont $93,141 to James F. Voolkor. NEXlUNK's Presidcnt,tn connec­

tion wrth his rolocollon to Washington This loan boors lntorost at tho prime rate and principal and interest 

oro duo on tho earlier ol Docombor 31, 19!?0 or tho solo ol Mr. Voelker's Iormor residence. In April1997. 

S2!i.OOO in prrnclpal amount ol this loan was forgiven as pnn of tho payment ol Mr Voelker's 1996 bonus 

On September 1. 1995, NEXTLINK ;~greed to pay $3.0 mtlloon to BWP. Inc rn conncct•on wtth the 

acquisition of cenain assets of Sound Response Corporalton. A payment ol S 1 5 mrllton was made en 

September 1, 1996 and on oddruonal payment ol S 1.5 millton Is duo September 1. 1997 In addtlton, 

NEXTUNK issued approximately 1.9 mtllton Class A Unrts in NEXTLINK Communtcations. L L C.,whtch 

were convened to approximately 2 6 mtllton shares of tho Company's Class B Common Stock on 

January 31. 1997 to BW?. Inc. In connoclton wrth thrs asset acqulstlton 

On January 31, 1995, Eagle Rrver lent NEXTUNK S3.3 million In connoclton With tho ncquiSitton ol 

ccnatn assets from C1ty Stgnal,lnc. The note was unsecured and bore u1torost at tho pume rate plus zo. 
The note plus accrued interest was repaid W1th n portron ot tho net proceeds ol NEXTLINK :. otreuno ot 

1 2'11~ Notes. NEXTLINK's prmcrpol equity owner, Mr Cra•g 0 l.tcCaw. thrOuiJh Eaglo Hrvcr maoo 

advances to NEXT LINK primarily to lund NEXTUNK's c:~pttnr c•pondiluru~ (o•cludtng acqutstltons) ano 

oporotlng losses between January 1996 nnd April 199G 1 ttose advances of approximately $32.2 millton, 

Jnclud•ng accrued 1ntercst. wore ropn1d u~lng a porlton ol the net proceeds of the olleung of the 12' .•o 
Notes 

Ouung 1995. Eagle River lent NEXTLINII. S7.3 mtlhon 1n connoclton w1th n~sot ccqutSit.on~ and 

oporaung e~pensos. The note bore intorost at tho pr11110 rate plus 2'" and, on Oocornbor t , 1995, was 

convened to equ1ty and approximately 3.2 millton Class A tJntts rn NEXTLINK Communrcauons. L L.C • 

whrch. along wrth the other Unrts owned by Eagle Rtvcr. were convened to shares ol Class B Common 

Stock olthe Company on January 31 , 1397. 

During 1995, NEXTUNK incurred 01punses lor edministratrvc services provrdod by US S1gnal, a 

minonty shareholder of NEXTUNK. pursuant to temporary .1groornents related to the acquls•llons ol 

conain assets from City Signal, Inc. NEXTUNK recorded expenses in connoclton '"'h loo~ ro US Stgnal 

of S 1.5 million rn 1995 

Each share ol tho Company's Closs B Common Stoclo. 1~ convon•blc at ttlo opuon of tho holdo• 

thereof, at any tlmo, Into ono share of Class A Common Stock. Tho Company and tho current holders of 

tho Company's Class B Common StOCk end tho holders o. options to purchase Class B Common Stock 

hmo entered ullo a Reg1stratton Rights Agreement (tho "Company RcgtStrahon Roghts Agreement"), 

wh•ch, among other things, w1ll provide that at any trmo after a Oual1fy1ng IPO (as I:!Oitncd) ano upon the 

request of holders of at toast 4~ of tho outlllanding Class B Common Stoclo. lltat 1s subject to the 
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Employment Agreements 

The Company has entl!led into an employment agreement with James F. Voelker, 1ts President. for a 

term expiring on July 31, 1999, subjoct to earlier termination. Tho agreement prov1dos for a base salary 

of $187.500 for tho period from April 1, 1997 to December 31, 1997 and $275,000 lor tho periOd from 

January I, 1998 10 December 31 1998, and lor tho period from January I , 1999 through July 31, 1999, 

$275,000 per year pro rated for such portion of tho year with a total annual bonus of S 150.000 based 

upon tho performance of Mr. Voelker and tho Company In light of tho business plans and budgets of the 

Company as recommended by Mr. Voelker and approved by tho Board. In eddlllon.ln connectiOn w.th 

tho execution ol thls employment agreement. otfoctiVo April 10. 1997, tho Company granted Mr Voelker 

options to purchase 110,334 shares of Class A Common Stock, which options vest in equal inst~llmonts 

on each of tho first four anniversaries of grant and have en exercise price of $7.93 per share. Tho 

agreement also contains confidentiality provisions. 

NEXTUNK Pennsylvania, L.P., an oper!lting subsidiary of tho Company. has entered 1nto an employ· 

mont agreement with Gary A . Rawding, its President. lor a term exp.r1ng on September 15, 1997. subjoct 

to automatic month·to·month extensions unless either party gives 30 days notiCe not to ronuw Tho 

agreement provides lor a bose a.Olary of $110.000. with o toto I bonus of $50,000 lor tho fiVo·Quon or 

p eriod ended Dooombor 31 , 199·5 based on tho attainment ol goats ond mllostonos outhnoo 111 lht• 

ogrooment and $10,000 per quarter thereafter If NEXTLINK Ptmn~ylvnn1a. L P fmlto ro r<'nmv llw lltJruo 

mont or if employment Is rermlnolod duo to U10 cu5:>~~Uon of 11~ bu:.lnoss. N[X1 UNK Pennsylvania. L P. 

mu~l poy Mr nuwiJoug his thon-c:Uiront monthly salary unt1l o.no yeru aher tormonahon Tho agreement 

llt~o con1111n~ non·competo. non·:sOIIcitation and confidentiality proviSions. 

NC:XTUNK Washington, L.L.C. (" NEXTUNK Washington:·). on operat1ng subs1d1ary of tho Com· 

pony. has entered into an employment agreement with Gregory Groon as 1ts President lor a term oxp111ng 

on March 28, 1998, subJOC1 to earlier termlnatron. Tho agreement provides for a base salary of S t 00.000 

with a bonus of S30,000 during tho f1rst year, S35,000 dunng tho second year and $40.000 dur.ng tho 

th11d year, in each case upon the achievement o f obJOC11VOS. Tho agreement also conta1ns non· compote. 

n on·sOIICitation and confidentiality provisions. 

NEXTLINK Communications, Inc. Stock Option Plan 
.. 

The Company established tho NEXTUNK CommunicatiOns. Inc Stock Ophon Plan (the " Plan") to 

replace the EOP and to provide a performance 1ncont1VO for cenarn olhcors , employees. and .nd1vrduals 

who prov1de services to tho Company. and to enable those .ndrv1duats to acquuo or oncreaso prop11etary 

int<:!rcst in tho success of the Company. 

Pursuant to tho terms of tho Plan, the Company's Board of D~tcctors (tho "Board") has resorv~d the 

right to rerminatc. modify, or amend tho Plan subject to tho follow.ng restrichon Tho Board must obtam 

shareholder approval lor any amendment that (1) increases tho number ol shares of Class A Common 

Stock available under tho Plan, (2) changes tho Plan's oligiblllty provls1ons, or (3) roqwrcs shareholder 

approval under applicable law. 

Tho Plan Administrator may mod1fy or amend outstanding optrons granted under tho Plan, provrdod 

m od1f1Cahon or amendment of an outstanding optoon shall not. Wllhour tho consent of tho Optionee. 

impair or d1minish any of tho optlonoe·s rights or any of tho obligations o f tho Company. Except as 

otherwise provided In tho Plan, no outstanding option shall be terminated Wlthout the consent of me 

opuo:~oo. Unless tho optionee agrees otherwise, any change or adjustment to on outstand.ng lncon11vo 

srock option shall bo made so as not 10 constitute a "modification," as def1ned 1n Sochon <124 (II) ol111u 

Internal Revenue Code of 1986. as amended (tho "Code"), and so ns not to cnu~<' rho option to t.1•.1:.c 

qualrfy.ng as an incentive stock opllon. o5 defined In Code Secuon 422(b) 
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l he " l'lan Administrator" Is the Compensation Comminoe or tho Board, and Irs members oro 

Messrs. Welbllng, JaiVIs and Hoglund. Tho Board IMY from tlmo to t rmo romovo momborn ltom, or odd 
members to, the Compensation Commlnoo. Vacancies on rho commlltoo, howovor e<~used, may bo 

filled by the Board. 

Tho Plnn Adrnl "llsttaror acts as tho manager of the Plan. possess1ng drscrotionary authority to 
uorormlno all manors relating to the optlons to bo granted. The Plan Admlnlsrrator has tho solo authority 
to Interpret the provisions of the Plan, any option Issued under the Plan, and any rule or regulation 

applicable to the Plan. The Plan Administrator's lnlerpretatlon Is conclusive and b inding on all interested 
parties, so long as tho Interpretation and consrructlon with respect to Incentive stock options corre· 
sponds to the requirements of Code Section 422, the regulations thoroundor, and any amondm!Jnla 

thereto. 

Tho stock available under tho stock options granted under tho Plan are shares of the Ccmpany·s 
authorized but unlssul'd Class A Common Stock. Tho total number o f shruos that may be Issued 

pursuant to options under the Plan. Including both Incentive and non ·statutory optrons, shall not exceed 
an aggregate of 4,413,360 shares. 

Incentive stock options may be granted only to officers and other employees o f tho Company (or a 
parent or subsidiary corporation o f the Company),lnctudlng Board members who oro also employees of 
the Company (or employees of a pruent or subsidiary corporation ol tho Company). Non·staturory 

options may be granted to both employees and non·employees of tho Company (or a corporate or non· 
corporate parenr or subsidiary) . Including non·omployoe Board members. Conoln limitation!: apply to 
1 0% shareholders. 

Wlthln tho parameters established oy tho Plan. the Plan Admlnisrrator has rho solo discretion to 
dletormino tho options to be granted under tho Plan, Including selecrlon ol the individuals receiving 
option grants, the number of shares available under each option. rho oxerc•so p11co. and all orher terms 

and conditions of the options. Soparato option grants under tho Plan need not bo ldentrcal in nny 
respect, even when made simultaneously. The Plan Adminisrrator shalllssuo each opllonee an individ· 
ual "ootion agreement," whk:h descrrbos the relevant terms ol the option. 

The purchase prioe per share of Class A Common Stock under each mconllvo stock opllon shall be 

not less than the lair market value of the Class A Common Stock on tho date rho oprion Is granted. except 
whore the option is a substitUled or assumed option from anorher plan. and rho oxercoso puce relares to 
the original exercise price, in accordance with applicable provisions of tho Code Certain addrtional 
limllatlons apply to 10% shareholders. Tho purchase price per share of Class A Common Stock under 

o.ar.h non·Statutory stock option shall be not loss than 85% of tho lair marker value o f tho Class A 
Common Stock on tho date the:~ option is granted, except where the option Is a substlrured or assumed 
oprion from another plan, and tho exorcise price relates to tho option's original exorcise price. 

Tho aggregate shares of Class A Common Srock ava1lable ro an opllonoo through inconllvo stock 
options. which aro exercisable for the first limo during a calendar year. shall not oxco(l(; $1 00.000 in 
value. For purposes of this limit, the Class A Common Stock shall be valued at its fair market value a.s of 
tho oprion grant date. To the extent an Incentive stock opllon exceeds this limitauon, It shall be consid'· 
erod a non·statutory stock option. 

An optionee must exercise his or her optlon, II at all, before 11 expires. Each opuon shall expire on the 
d,aro specified In the Individual option agreon1ent. which date shall not be later than tho ronth annlversar; 
of tho date on which the option was granted with respect to incentive stock Clpllons, tho t 5th anniversary 
w rth respect to non·statutory options and the filth anniversary In the case or o t o•. srochholdor. 

Options granted under the Pion and tho rights and priVIIogos conferred rhoroby may not be 
rr.ansforrod. assigned, pledgnd. or hypothecated In any manner (wherher by operation of law or other· 
wise) , o111crrhan by will or applicable laws of descent and dlstribulion: provided I hoi non·srorurory srock 
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Name and 
!Principal Poalllon 

McCaw, Craig 0 .. ... . . . 
Voelker, James F. .• •... 
Kingery, Robert . ... ... . 
Iskra, Kathleen H ...... . 

Oanlola. Charloa P. .•... 

Option Or1nta In L11t Flacal Y11ar(1) 

HumMr of 
Securtllel 
Underlying 

OpUona 
Granted (.f) 

·0· 
6,620 
2,207 

33,100 
33,100 

1,545 
3,310 

lndlvldutl G.rtnll 

'10 of Total 
Opttont Granted 
to Employee• In 
Flteal Year(%) 

·0· 
1.45 
0 .46 
7.27 
7.27 
0.34 
0.73 

Eurclae or 
Bate Price 

($/Sh) 

..(). 

1.00 
1.00 

El<ptratton Ottt(l) 

N/A 
August 19, 2011 
August 19, 2011 

.02(4) January 2. 2011 
1.00 January 2, 2011 
1.00 August 19, 2011 
1.00 August 19. 2011 

PotonUot R .. Uubilt 
Value at Aaaumed 
A.1nual Relet Of 

Share Price 
Appr.W.tton lor 
Option Torm(2) 

5% ($) 10% (S) 

7,079 20,646 
2,360 6,949 

67.449 136.205 
35,394 104,230 

1,652 4,664 
3,539 10.423 

(1) ElfoC11vo on January 31. 1997, NEXTLINK Communlcotlons. L.L.C. was merged with and Into NEXTUNK 
Communications, Inc. The Information prosentod In this table ronects 1he grant ol options(()( the ~J-:rchuo ol 
Class A Common Stock under the COmpany's Stock Option Plan In aubs~tutlon for options gra •. :od previously 
pursuanl to tho Amended and Restated Equity Option Plan of NEXT UN K Communlcatlons, LLC. (tho "EOP" ). 
See Note 12 to the Consolidated Financial Statements 

(2) The dollar amounl.$ under the 5% and 10% columns oro tho result of catC\Jtallons required by tho rules of the 
Securities and Exchange Commission ("SEC") and, theroloro. oro not ln!onelod to forecast poss•bto futuro 
appreciation, If any, of the Class A Common Stock. The amounts shown ronect tho d tlforonco between the 
appreciation and the exerdso pri co at tho ossumod annual rates of approclatton through tho Meenth anntVOr· 
sary of tho datos of grant 

(3) Options grant.od during 1996 ves;t either 20% at employment and 20%. at the end of each subsequent year or 
25% at tha end of each of tho noxtlour years aher grant. 

(4) Markel value on the date o f , rant was $1.00 per security or $33.100 In tho aggregate. 

Name 

McCaw, Craig 0 . ....... 
Voelker, James F .• • ..... 
Kingery, Robert • 0 0 • • • • 0 

Iskra, Kathleen H .. . ... . . 
Daniels, Charles P. ...• •. 

Aggregated Fiscal Year End Option Va lues 

Number or Unexorclud OpUont II 
Flae.l Year End 

E .. rcltoblo Unexorclubl• 

·0· ·0· 
176,534 271 ,422 
17.362 26,249 
26,460 41,265 
17,653 29,790 

V1tue or Unoaerelaed ln4tte,.Money 
Optlon t 11 Flacat Yur End(l) 

Eurcltoblt Uneaerclaable 

·0· ·0· 
$1 ,400.000 $2.152.500 

137,687 224,026 
2 10,000 327,250 
140,000 236.250 

( t) AefteC1s the difference between the axertlse price and o valuation or $7.93 per unit. Bocauso thoro Is 110 publiC 
markal for the Company's mom~rshlp units. pursuant to tho Equity Option Plan, tho Ptnn's Admlnistraltve 
Commlt1ee determines tho value or tho Class 8 options et toast os onon os tho end ol oact1 hSC81 year. Tho 
valuatlon sot forth above reflects the Admlnl51ra0vo Commlneo's dotermlnatlon o f per unk valuation at Oocem· 
bar 3 I, t 996, as lld}uslod for tho 0.441336·for· t reverse stock spl~ eltocted In connoctlon with the titock 
Oltartng. 
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for the development and marl<eting of word processing, workgroup applications and pen computing. 

From 1984 to 1990, Mr. Ralkes was the Director of Applications Marketing, where he was tho chlol 

strategist behind Mietosoft's graphical applications for the Apple Macintosh and Microsoft Wmdows as 

well as l3ading tho product strategy and design of Microsoft Office. Mr. Raikes Is also a member of tho 

University of Nebraska Foundation and a Trustee o f the Washington State University Foundation. 

Tho following individuals are tho senior management of tho Company's subsidiaries. 

Hugh C. Cathey. Mr. Cathay has boon tho President ol NEXTUNK Ohio since August 1996. Pttor to 

joining NEXTLINK. Mr. Cathey had nearly 20 years of experience In tho telecommunications lndusti}'. 

From 1993 to 1996, Mr. Cathey was president and chiel executiVe officer of Digital Network, Inc .. a 

publicly traded, fatilitios .• based long distance company basod In Dallas, Texas. From 196!? to 1993, 

Mr. Cathey served as president and chief executive officer of United. Telemanagement, Inc. Prior to that. 

Mr. Cathey held sales and product management positions of Increasing responslbilrty with AT&T. culm!· 

natlng as tho senior executive ol a business unit of AT & T with annual revenues ol approximately s 1 00 

million. During Mr. Cathey's tenure at United Telemanagement, Inc .. that company filed a potiuon .:ndor 

tho Federal bankruptcy laws. 

Grog Green. Mr. Green hos been tho President of NEXTLINK Washington since March 1995 Pttor to 

that, from 1985 through March 1995, Mr. Groen was the founder and Iormor President ol Tel-West 

Communications, Inc. ("Tei·West") until the Comp:~ny's acquiSition of certain assets of that company. At 

Tel-West, Mr. Green provided overall management of business development, sales and customer scr· 

vice. Mr. Groen successfully nogotihtod wilh the W:~st-ington Stato U~lrties and Transportation Comm1s· 

slon to become tho second competitive local exchange earner In Washington State's hostory and tho forst 

In the city of Spokane. 

Don Hollonmeyer. Mr. H1llenmoyer has been the Pros1dcnt of NEXTLINK Tennessee s1nce 

March 1995. Prior to joining NEXTUNK in March of 1995, Mr. H1llenmeyer was president of MCMG. Inc . a 

Nashville-based wireless communications management consultong and operations firm spociahz1ng 1n 

running Rural Service Arcos for indopondeno cellular tolophono Ol'llncrs. Ooloro toundong MCMG. Inc . 

Mr. Hdlenmoyer held various son1<1r management pos1trons at McCaw Cellular ana was rospo:lSible 1or 

13 southern states from August 1986 to February 1990 

Jeff C. Srone. Mr. Stone has boon Presrdent ol NEXTLINK tntcractrve (the IVA subsldoary) soncc 

August 1, 1997. Prior to joining the Company. Mr. Stone was V1ce President and General Managerlortho 

Western Region ofWorldCom.lnc. (previously MFS Telecom. Inc) frorn 1994 to July 1997 Pr1or to that . 

from 1989 to 1994, Mr. Stone was tho D1roctor of Sales and Marketong of Assoc1atod Commun1cat1ons of 

Los Angeles. 

Dwayno Nielson. Mr. Nielson has boon President o l NEXTLINK Utah s1nco February 1996 Pnor to 

joining NEXTUNK. Mr. Nielson was Assistant Vice President, Consumer and Small Busonoss f.1arl.ot. at 

Sprint Corporation from October 1994 to Fcbruai}' 1996. Proor 10 that. from August 1985 through 

October 1994, Mr. N1elson hold a vauoty of sates and markctong pos1trons at Spnnt and Unued 

Telephone. 

Gal}' Rawding. Mr. Rawding has boon Prcsillllnt o f NEXTLINK Ponnsylvanoa !.once September 1994. 

Prior to founding Penns Light Communications, Inc., certaon a~cts of whiCh were acquired by the 

Company in September 1994, he served as Vice President o f Sales & Markoling at Eastern Telelog1c 

Corporation from 1989 untol1993. Prior to joining Eastern Teleloglc, Mr. Rawd1ng held voroous posit•ons 

with Bell Atlantic Corporation. 

Donald \'I. Sesssmcm. Mr. Sossamon has boon Pros1dont or NEXTLINK California Gonce Novem 

bor 1996 P110r to that. Mr. Sossaman aC1od es a consultant to NEXTUNK Puor to aC1ong as a consultant 

to tho Company, Mr. Sossamon joined Brooks Fiber California in 1994 as prcs:dent. after the company 

acqu~red Phoenix Fiberlink. At Brooks F1bcr California. Mr. Sossamon completed the mstnllotoon ol tho 
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Wayne M. Perry 
CEO- NEXTLINK Communicationa, Inc. 

155 tos•~ Ave. N.E., ~t•k F'loor 
Bellevue, WashinJtton QHIHI .. 

(42~) ~JI).H~OO 

Mr. Perry has been Chief Executive Officer of the Company since July 2 1, 1997 

and Vice Chairman ofthe Company since June 16, 1997. Mr. Perry was formerly 

Vice Chairman of AT&T Wireless Services, Inc., from September 1994, following 

the merger with McCaw Cellular. Prior to the merger, he served as Vice Chairman 

of the Board of McCaw Cellular from June 1989, and before tha t served as 

President from December 1985. Prior to becoming President of McCaw Cellula~. 

Mr. Perry served as Executive Vice President/General Counsel and was primnry 
legal officer from 1976 to 1985. Mr. Perry was appointed Vice Chairman of tl1e 
Board of LIN Broadcasting corporation on March 5, 1990. He also served as 
Chairman of the Board of Directors of the Cellular Telecommunications Industry 

Association, the nationwide wireless industry association, for tl1c 1993/4 term. Mr. 

Perry is also a member of tlle Executive Committee of the Board of Directors. 



.. 
. James F. Voelker 

President - NEXTLINK Communications, Inc. 
CEO- NEXTLINK Florida, Inc. 

155 108'~ Ave. N.E., 81~ Floor 
Bellevue, Washington 98004 

(425) 519-8900 

James F. Voelker has been the President ofNEXTI.INK since April 1995 
and is responsible for developing the company vision and guiding overall 
operations. He is recognized as one of the early entrepreneurs in the business of 
building and delivering competitive local exchange service. Mr. Voelker's career 
in telecommunications spans almost two decades and includes experience in very 
differ,ent segments of the industry in a variety of executive positions. From 1981 
to 1984 he served as vice president of sales, marketing and customer service for 
Lcxitel Corporation, the forerunner of Allrnet Communications. Mr. Voelker co­
founded Digital Signal, Inc. and served as chief operating officer and chief 
executive officer from 1985 through the company's sale to SP Telecom in 1990. 
Digital Signal operated a nation wide fiber optic network supplying capacity, 
engineering, provisioning and operational support to over one hundred 
interexchange carriers. In the CAP arena, Mr. Voelker became vice chairman of 
City Signal, lr.c. in 1992, which constructed and operated networks in six markets. 
Subsequently, he served as its chief executive officer after the company merged 
with its sister company Teledial America to form US Signal. Based in Grand 
Rapids, Michigan, US Signal was one of the fi rst fully certified CLECs in the 
countcy. Mr. Voelker has also served as vice chairman of ALTS, the industry 
Association of Local Telephone Service providers and us u director of Phoenix 
Network. Inc., a publicly held long distance company. 



Jan Loichle 
Vice Praident - NEXTUNK Communication•, Inc. 

Vlc:e Praldeat - NEXTLINK Florida, Inc. 
155 108" Ave. N.E., 8'' Floor 
Bellevue, Washington 98004 

(425) 519-8900 

Jan Loichle has been Vice President, Chief of Local Exchange Operations of 
NEXTUNK since October, 1996. Prior to that, Ms. Loichle wns the President of 
NEXTUNK Solutions {the virtual communications center) from July 1995. Prior 
to joining NEXTLINK. Ms. Loichle was Executive Vice President at US Signal in 
Detroit and Grand Rapids, Michigan from April1993 to July 1995. At US Signal 
Ms. Loichle led the development of an enhanced service platform (Magic Number} 
from concept through production system and implementation. From 1990 to 1993, 

Ms. Loichle was Assistant Vice President of f inance for SP Telecom in San 
Francisco. Prior to that, Ms. Loichle was Vice President of Financial Operations 
for LexiteVAilnet/ALC in Birmingham, Michigan from December 1980 to October 
1989. 



Kathleen H. Iskra 
Vice President, CFO and Treasurer - NEXTLINK Communications, Inc. 

Vice President, CFO and Treasurer - NEXTLINK Florida, Inc. 
ISS 1081

• Ave. N.E., 8 .. Floor 
Bellevue, Washington 98004 

(425) 519-8900 

Kathleen H. Iskra has been Vice President, Chief Financial Officer and 
Treasurer ofNEXILlNK since January 1996. Prior to that, she was President and 
Chief Executive Officer of Horizon Air, a wholly owned subsidiary of Alaska Air 
Group. Prior to her appointment at Horizon Air, Ms. Iskra served as staff vice 
president of finance and controller of Alaska Airlines and Alaska Air Group. Ms. 
Iskra's service with Alaska began in 1987, when she was appointed Controller. 
Prior to joining Alaska, she was an audit manager with Arthur Andersen & Co. 



Charles P. Daniels 
Vice President - NEXTLINK Communications, Inc. 

Vice President- NEXTLINK Florida, Inc. 
155 108" Ave. N.E., 81

k Floor 
Bellevue, Washington 98004 

(425) 519-8900 

Charles P. Daniels has been Vice President, Chief Marketing Officer of 
NEXTLINK since November 1995. Mr. Daniels is responsible for Marketing, 
Market Development, Product Development, and Engineering. From 1992 to 
1995, Mr. Daniels worked for MCI where he was the founder and Program 
Manager of the network MCI Developers Lab. Mr. Daniels was also a founding 
member ofMCI's Advanced Technology Group. Prior to joining MCI, Mr. 
Daniels worked for Manufacturers Hanover Trust from 1989 to 1992 as Vice 
President/Strategic Technology & Research, where he was responsible for 
evaluating and implementing new technologies that eitJler reduced costs or 
generated new revenue. 



R. Gerard Salemme 
Vice President. External Affairs and Industry Relations - NEXTLINK 

Communlc.tions, Inc. 
Vice President - NEXTLINK Florida, Inc. 

155 1081
k Ave. N.E., 81

k Floor 
Bellevue, Washington 98004 

(425) 5119-8900 

Mr. Salemme has been Vice President, External Affairs and Industry Relations 
since July 1997. Prior to joining NEXTUNK, Mr. Salemme was Vice President -
Government Affairs at AT&T Corp. from December 1994. Prior to joining AT&T 
Corp., Mr. Salemme was Senior Vice President - External Affairs nt McCaw 
Cellular from 1991 to De«mber 1994. 



George Tronsrue 
COO- NEXTLINK Communications, Inc. 

155 108u. Ave. N.E., 8u. Floor 
Bellevue, Washington 98004 

(425) 519-8900 

George Tronsrue joined NEXll.JNK Communications, Inc. as Chief Operating 
Officer on October 7, 1997. Prior to NEXTLINK, George was a member of the 
founding management team of American Communications Services, Inc. (ACS I), 
from February 1994 until September 1997. While at ACSI, George served 
successively as Executive Vice President, Strategic Planning and Business 
Development; President, Strategy and Technology Development Division and 
Chief Operating Officer of ACSI. Prior to ACSI, George served as the Regional 
Vice President of Teleport Communications Group's Central Region, and as Vice 
President, Emerging Markets overseeing TCG's initial partnerships with Coble TV 
companies in eight markets. From 1987 to 1992, George was employed by MFS 
Communications Company, where he served in various capacities that included 
roles as EYP, MFS lntelenet, Inc., Vice President/General Manager for MFS New 
York. Vice President, Field Soles and Vice President Corporote Planning and 
Information Management. Prior to working for MFS, George was employed by 
MCI Telecommunications from 1983 to 1986 in various operations and 
engineering responsibilities, with his last position being the Director of Operations 
for Michigan and Ohio. 



Michael J. McHale 
Vice President, CbiefMarketing Officer- NEXTLINK Communications, Inc. 

ISS 108111 Ave. N.E., 81
h Floor 

Bellevue, Washington 98004 
(425) 519-8900 

Mr. McHale has been Vice President, Chief Marketing Officer for NEXTLJNK 
Communications, lnc. since November 1997. Prior to that, Mr. McHale was at the 
Teleport Communications Group for over four years, seii"Ving as the Vice President 
and General Manager ofTCG's Phoenix partnership from it's inception and more 
recently as the Regional Vice President for all ofTCG's sales/marketing operations 
in the US West and PacTel territories. Prior to joining TCG, Mr. McHale spent 3 
years at MFS Intelenet, initially in the planning group responsible for product 
development, sales and marketing. Before joining MFS, Mr. McHale spent nine 
years at Rolm Corporation in sales, technical support, product management and 
operations roles. 



AlTACHMENT D 

Applica.1t possesses the tcchnicnl qualifit~~tions required to provide telecommunications 

services throughout the State of Florida. NEXTLINK Communications. through its operating 

~~~~~~hll uduu, I• ~ •H tiOr,ll" Jll uvr. ln lt ll 'nl luullnn~t ollohllll' '' lt•lo·~fllllll llllllcnt lun~ ~ervin~~ in 

numerous states.' NEXTLINK Communicationfl already operates 16 ftu:ililies-bascd SONET-

based fiber optic networks providing local dialtone and long distance services succe.ssfully in 

eight states. This successful opemtionaJ experience is evidence of NEXTI..fNK's technical 

capabili ty to deliver the services discussed above in a fashion thnt is sntisfoctors to consumers in 

Florida and the Florida Commission. 

' These: .$lata are Califontia, lllinob, Nevlda, New Yoril. Ohio, PCMsylvanla, Tcnne»«, UtAh and Wulunc10n. 
Only local ccnifteation bas been obtaincclln UtAh, u lon& dbtancc catilicatlon i1 nor rcquirccl. Loul cutlrtcatlon 
lw been obtained In Colondo and Nonh Carolina and b pcndln& In Gccqia and New Jency. Lona dbtancc 
ccnllicatlon has been obtlinccl in New Mex ico and Qrcaon and b pcndlna In Arlxona. Delaware, Maryland, 
Mlchlpn, Nonh Carolina. South Carolina and We.st Vlr&inla NEXTLINK Comrnunlcatlon.s has never been dcn iccl 
aulhorily 10 offer service in any Jllte. 

I\~I!A_ABII011'DOCSIDOCS\19)6\14$1NEXT1Jl'K.(Miwi<W1~ doc ....... 



ATTACHMENT E 

Arplicant's tariff will duplicate the previous Chadwick tAriff allowin~; former customers 

to continue to receive the same services that they presently receive at the some rnte levels, except 

for the following two dcviallons. 

Applicant is joining a number or other resellers and telecommunications s-:rviee 

providers in seeking to impose a JO cent surchlltge on all ca.lling card and toll free calls 

originating from paypbones to cover costs under the Federal Communications Commission's 

("FCC") recent Order. In 1M Matter cif lmpltnrMtullon of tlrt /'uy l'rltplrcmc Rtrelunljlcarlon 

tmd Comptnsafion Provisions of tht Ttltcommrmic'orlons Act of /91Jfl. l>ucket No. 96-128 

(October 9, 1997). This 30 cent surcharge is necessary ns 28.4 cents is rtmitted to Applicant's 

underlying carrier, which in tum must remit ilto the payphone owner under the FCC's Order. 

The remaining 1.6 cents is allocated for the recovery of developing systems and system 

enhancements to the billing system that will allow Applicant to track calls from p.:ypboncs IUld 

ensure accurate compliance with the Order. 

Secondly, Applicant will modify the Cluldwidc tariff to reOeet Applicant's inten:ion to 

refrain from collecting deposits or payments for service more than one month in advance. This 

is evidenced on Page 12 of the Application. which is verified by Applicnru's Vice Prc~ldcnt. R. 

Ocrurd Salemme. 

I~EA_AlliJOTT\DOCS\DOCS\19.)6\14S\I'IEXlUNK.CW..I<1\J.Iolubiu do< 
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