


A AMERICAN ToweR CORPORATION

American Tower Corporation
is a leading wireless and
broadcast communications
infrastructure company. We

provide turnkey products and
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business segments: rental

and management, network

development services, and

satellite and fiber network

access services.
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Rental and Management

Our primary business is renting antenna space to wireless and broadcast companies on
our multi-tenant communications towers. We own the largest network of wireless
communications towers and are the largest independent operator of broadcast towers
in North America with more than 13,600%* sites. Through select tower acquisitions and
new construction, we continue to expand our network of sites in key popu]alion
centers where demand for wireless service is greatest. Our site development capabilities,
proprietary information systems, key customer relationships, operational depth and
leasing expertise enable us to rapidly and cost-effectively deploy our customers’
networks. We lease antenna space on our towers to tenants in a diverse range of

wireless communications and broadcast industries.

Network Development Services

Through our ATC Integrated Services division, we provide the full-range of tower-related
services necessary to establish, develop and maintain wireless or broadcast tower
networks. These services include: radio frequency engineering consulting, network
design, site acquisition, zoning and other regulatory approvals, tower construction,
antennae installation, tower component part sales and tower monitoring. We provide
these services to most of the major wireless service providers and have constructed or

are constructing towers for a variety of wireless and broadcast companies.

Satellite and Fiber Network Access Services

Our Verestar subsidiary is a leading provider of integrated satellite and fiber network
access services for telecommunications companies, ISPs, broadcasters and maritime
customers, both domestic and international. Our satellite network access points (SNAPs)
in the United States and in Switzerland include more than 175 antennae which enable
us to access the majority of commercial satellites around the world. Our recent acquisition
of the satellite business assets of Swisscom provides us with strategically located

antennae in Switzerland and direct fiber links to New York and l.ondon.

* Given effect to pending transactions.



LETTER T O SHAREHOLDETRS

ur year 2000 was marked by the rapid expansion of our core tower operations
in the U.S. and Mexico. We more than doubled our tower count and achieved strong
leadership positions in both markets. To accomplish this, we complemented the
acquisition of attractive tower clusters in key markets with the construction of over
1,600 new towers. At the same time we added to the strength and depth of our
service companies, with particular emphasis on our RF engineering, zoning and construction
capabilities, which significantly strengthen our customer relationships and are key to our new
tower development efforts.
To more effectively support the rapid growth and development of our national
network of towers, we divided our U.S. operations into 20 management areas
to conform to our customers’ own organizational structures. All but a few Number of Towers Built

of our area managers were promoted from within the company, and we are 1,660

committed to the ongoing training and development of these managers
and our people at all levels in the company.

In a talent-starved industry, developing people and getting them to

truly embrace a customer-oriented culture is a process, not an event. Done 502 T
well, however, we know that the eventual payoff is real because we have
’ 118 \
. . . . . . 1
done this before. So we will remain on this course in the face of sometimes e
S . 9% 97 98 99 00
impatient investors whose near term focus on margins, left unchallenged, can New Tower Construction Increasing

serve to undermine the achievement of the long term results that we and they
are seeking.

Several additional aspects of our business that we will emphasize in 2001 are worth
noting. Through selected acquisitions and especially through a strong emphasis on new tower
development, we expect to drive down our weighted average cost per tower and tower operating
expenses, allowing us to achieve competitive advantage and higher returns for a given amount
of lease revenue. We will also seek to better rationalize our portfolio on a market-by-
market, tower-by-tower basis to improve its overall customer appeal and profit potential. In this

context we will be evaluating dispositions and swaps, in addition to acquisitions and new builds.



Building on the progress we have already made in creating information systems to support our
rapidly scaling operations, we will be implementing what we believe will be a comprehensive,
best of breed information infrastructure. This should allow us to simplify our organization and
significantly enhance the overall responsiveness and efficiency of the company.

We will continue to build on our success in Mexico, where we have achieved critical mass
and strong forward momentum in a very short period of time. Mexico is the product of a
highly focused development effort by a small, but very talented group of individuals. As Mexico
transitions into more of an operational mode this same group is directing its considerable
energies toward new fields of international endeavor, and we are very excited about the potential
opportunities that are out there.

It is also an exciting and productive time for Verestar, formerly ATC Teleports. The
company selected its new name to reflect the change from being a U.S.-based teleport operator
to becoming a leading provider of data networking solutions through satellites and fiber facilities
around the world. This wholly owned subsidiary now operates 11 satellite and fiber network
access points, which reach the majority of the world’s geo-stationary satellites. Verestar serves
corporations, carriers, broadcasters and the maritime industry in over 100 countries around the
world. Through five acquisitions in the year 2000 and strong internal growth,
the company’s product emphasis has shifted from domestic video services to
international services including Internet, voice and data, which now represent
more than 80% of its revenues. In 2001, Verestar will focus on achieving
economies of scale from recent acquisitions while introducing additional

products and services through the company’s worldwide sales channels. We

15% 1%

continue to be very optimistic about this young company’s future.

We are aware of the concerns that investors have about current

Verestar  Services
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economic trends and specific areas of weakness within the telecom sector. It

Operating Cash Flow Contribution 2000

is important to acknowledge that the tower industry is not immune from
pressures that may be affecting a portion of its customer base. Some of our weaker customers
who are capital restrained or who have placed bets on inferior technology may get weeded out.

However, most of our customers, particularly the larger broadband players who drive the



majority of our new business, appear to be well funded and moving forward with a purpose. We
continue to see growth from second generation services as carriers work to meet their capacity and
coverage requirements. Further, data is developing, despite the skeptics. Most of the large
carriers have not only outlined their migration paths to 2.5G and 3G services, they are actively
preparing their networks and sites for the launching of 2.5G. This activity
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will drive the need for additional lines, antennae, cabinets, compound

Group, MMTA

215.0

192.3 space and backhaul capacity, which should drive our growth for existing

170.9
<a products and services and create new opportunities for us in the future. So
\\ despite some of the challenges inherent in a capital restrained economy

and a very competitive wireless marketplace, we expect to experience

continued strong growth.

It is perhaps important to also point out that as a result of our recent

Source: Cellular Telecommunications Industry Association, The Strategis

00 01 02 03 04

financing activities, we are well armed and should be able to use our

U.S. Wireless Subscribers Soaring

capital to competitive advantage at a time when others may not. We fully

expect to be able to consummate certain transactions under economic terms that would not have
been available to us even a short time ago.

We have a lot of work ahead of us, but we believe we are in the process of building a very

good company with a sound business model.

Thanks for your interest and support.

Warm regards,

,,J(/'

Steven B. Dodge

Chairman, Chief Executive Officer
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ITEM 6. SELECTED FINANCIAL DATA

The financial data set forth below has been derived from our audited consolidated financial statements,
certain of which are included in this Annual Report on Form 10-K. The data should be read in conjunction with
our audited consolidated financial statements and with “Management’s Discussion and Analysis of Financial
Condition and Results of Operations.” Prior to the ATC Separation on June 4, 1998, we operated as a subsidiary
of American Radio Systems (American Radio) and not as an independent public company. Therefore, the results
of operations and the financial conditions shown below for such periods may be different from what they might
have been had we operated as a separate, independent public company.

We do not consider divisional cash flow and EBITDA as a substitute for other measures of operating results
or cash flow from operating activities or as a measure of our profitability or liquidity. Divisional cash flow and
EBITDA are not calculated in accordance with generally accepted accounting principles. However, we have
included them because they are generally used in the communications site industry as a measure of a company’s
operating performance. More specifically, we believe they can assist in comparing company performances on a
consistent basis without regard to depreciation and amortization. Our concern is that depreciation and
amortization can vary significantly among companies depending on accounting methods, particularly where
acquisitions are involved, or non-operating factors such as historical cost bases. We believe divisional cash flow
is useful because it enables you to compare divisional performance before the effect of tower separation,
development and corporate general and administrative expenses that do not relate directly to such performance.

Year Ended December 31,
2000 1999 1998 1997 1996
(in thousands, except per share data)

Statements of Operations Data:

Operating revenUES. . . . .. ...t $35,275 $258,081 $103,544 $17,508 $2,897
Operating expenses:
Operating expenses (1) . . .. oo vt 524,074 155,857 61,751 8,713 1,362
Depreciation and amortizatian . . . ................. 283,360 132,539 52,064 6,326 990
Tower separation expense (2). . . ... ... 12,772
Development expense (3). . .. ... i 14,517 1,607
Corporate general and administrative expense . . . . ... 14,958 9,136 5,099 1,536 830
Total operating expenses. . ............... 836,909 299,139 131,686 16,575 3,182

(Loss) income from operations. . . ................. (101,634) (41,058) (28,142) 933  (285)
INterest eXpeNSE . . . . . oo vt (156,839) (27,492) (23,229) (3,040)
Interestincome and other,net . .. ................. 13,018 17,695 9,217 251 36
Interest income—TV Azteca, net(4). . .............. 12,679 1,856
Premium on note conversion (5). . . ................ (16,968)
Minority interest in net earnings of subsidiaries (6) . . . . (202) (142) (287) (193) (185)
Loss before income taxes and extraordinary losses ... (249,946) (49,141) (42,441) (2,049) (434)
Benefit (provision) for income taxes. ............... 59,656 (214) 4,491 473 (45)
Loss before extraordinary losses . .. ............... $(190,290) $(49,355) $(37,950) $(1,576) $ (479)
Basic and diluted loss per common share before

extraordinary losses (7). . .. ... ..ot $ (1.13)$ (0.33)$ (0.48) $ (0.03) $(0.01)
Weighted average common shares outstanding (7). . .. 168,715 149,749 79,786 48,732 48,732
Other Operating Data:
Divisional cashflow (8). . . ....................... $23,880 $102,224 $ 41,793 $ 8,795 $1,535
EBITDA (9) . . ... 194,405 91,481 36,694 7,259 705
EBITDAmMargin (9) . . ... .o 26.4% 35.4% 35.4% 41.5% 24.3%
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December 31,
2000 1999 1998 1997 1996
(in thousands)

Balance Sheet Data:

Cash and cash equivalents. ... $ 82,038 $ 25,212 $ 186,175 $ 4,596 $ 2,373
Property and equipment, net. .. 2,296,670 1,092,346 449,476 117,618 19,710
Total assets. .. ............. 5,660,679 3,018,866 1,502,343 255,357 37,118
Long-term obligations, including

current portion. . . ......... 2,468,223 740,822 281,129 90,176 4,535
Total stockholders’ equity . . . . . 2,877,030 2,145,083 1,091,746 153,208 29,728

Consists of operating expenses other than depreciation and amortization, and tower separation,
development and corporate general and administrative expenses.

Tower separation expense refers to the one-time expense incurred as a result of our separation from
American Radio.

Development expense includes uncapitalized acquisition costs, costs to integrate acquisitions, costs
associated with new business initiatives, abandoned acquisition costs and costs associated with tower site
inspections and related data gathering. Development expenses prior to 1999 were not material.

Interest income—TV Azteca, net of interest expense of $1.0 million in 2000.

Premium on note conversion represents the fair value of incremental stock issued to noteholders to induce
them to convert their holdings prior to the first scheduled redemption date.

Represents the minority interest in net earnings of our non-wholly-owned subsidiaries.

We computed basic and diluted loss per common share before extraordinary losses using the weighted
average number of shares outstanding during each period presented. Shares outstanding following the
separation from American Radio are assumed to be outstanding for all periods presented prior to June 4,
1998. We have excluded shares issuable upon exercise of options and other common stock equivalents
from the computations as their effect is anti-dilutive.

Divisional cash flow means (loss) income from operations before depreciation and amortization, and tower
separation, development and corporate general and administrative expenses, plus interest income—TV
Azteca, net for the year ended December 31, 2000.

EBITDA means (loss) income from operations before depreciation and amortization and tower separation
expense, plus interest income—TV Azteca, net for the year ended December 31, 2000. EBITDA margin,
as used above, means EBITDA divided by operating revenues.



ITEM7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

In the discussion below and elsewhere in this Annual Report to Stockholders, we make “forward looking
statements” relating to projections, plans, objectives, future events or performance and underlying assumptions
and other statements which are not statements of historical fact. These forward-looking statements are subject to
important factors that could cause actual results to differ materially from those indicated in our forward-looking
statements, including: (i) a decrease in demand for tower space would materially and adversely affect our cash
flow and we cannot control that demand,; (ii) our substantial leverage and debt service obligations may adversely
affect our cash flow and our ability to make payments on our indebtedness; (iii) restrictive covenants in our credit
facilities and our senior notes could adversely affect our business by limiting flexibility; (iv) build-to-suit
construction projects and major acquisitions from wireless service providers increase our dependence on a
limited number of customers, the loss of which could materially decrease revenue, and may also involve less
favorable terms; (v) our expanded construction program requires substantial capital and increases our exposure
to risks that could increase costs and adversely affect our earnings and growth; (vi) increasing competition could
make tower construction and acquisition more costly; (vii) if we cannot successfully integrate acquired sites or
businesses or manage our operations as we grow, our business will be adversely affected and our growth may
decline; (viii) increasing competition in the satellite and fiber network access services market may slow Verestar's
growth and adversely affect its business; (ix) expanding operations into foreign countries could lead to
expropriations, government regulations, funds inaccessibility, foreign exchange exposure and management
problems; and (x) we believe the economic slow down in 2001 has harmed, and may continue to harm, the
financial condition of some wireless service providers, which may cause a delay in the implementation of new
systems and technology. We also refer the reader to the caption entitled “Business—Factors That May Affect
Future Results” in our Form 10-K for the year ended December 31, 2000 for other important factors that may
cause actual results to differ materially from those in our forward-looking statements. Forward-looking
statements represent management’s current expectations and are inherently uncertain. We do not undertake any
obligation to update forward-looking statements made by us.

General

In early 1995, Steven B. Dodge, the then chairman of the board, president and chief executive officer of
American Radio, and other members of American Radio’s management, recognized the opportunity in the
communications site industry as a consequence of American Radio’s ownership and operation of broadcast
towers. Our company was formed to capitalize on this opportunity. American Radio distributed its stock in our
company to its securityholders in connection with its merger with CBS in June 1998. As a result, our
consolidated financial statements may not reflect our results of operations or financial position had we been an
independent public company during the period prior to June 1998.

We are a leading wireless and broadcast communications infrastructure company operating in three business
segments.

* Rental and managementWe operate the largest network of wireless communications towers in North
America and are the largest independent operator of broadcast towers in North America, based on
number of towers.

* Network development servicesWe provide comprehensive network development services and
components for wireless service providers and broadcasters.

«  Satellite and fiber network access serviceQur Verestar subsidiary is a leading provider of integrated
satellite and fiber network access services based upon the number of teleport antennae and facilities.
We provide these services to telecommunications companies, ISPs, broadcasters and maritime
customers, both domestic and international. We previously referred to our satellite and fiber network
access services segment as “Internet, voice, data and video transmission” or “IVDV”".

During the years ended December 31, 2000, 1999, and 1998, we acquired various communications sites,
service businesses and satellite and fiber network access related businesses for aggregate purchase prices of
approximately $1.8 billion, $1.2 billion and $853.8 million, respectively. We expect that acquisitions
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consummated to date will have a material impact on future revenues, expenses and income from operations. In
addition, certain historical financial information presented below and elsewhere in this document does not reflect

the impact of our construction program to any significant extent because most of that activity is of a more recent

origin and is expected to continue during 2001 and thereafter.

Results of Operations

Years Ended December 31, 2000 and 1999

As of December 31, 2000, we owned or operated approximately 11,000 communications sites, as compared
to approximately 5,100 communications sites as of December 31, 1999. The acquisitions and construction
completed in 2000 and 1999 have significantly affected operations for the year ended December 31, 2000, as
compared to the year ended December 31, 1999.

Amount of  Percent

Increase Increase
Year Ended December 31, (Decrease) (Decrease)

2000 1999
(in thousands)

Revenues:

Rental and management. . . . ... $78,153 $135,303 $142,850 106%

Network development services. . . ..................... 31921 90,416 221,505 245

Satellite and fiber network access services . .. ........... 145,201 32,362 112,839 349
Total operating revenues. . . . ..., 735,275 258,081 477,194 185

Operating Expenses:

Rental and management. . . . ............ .. .. .. ... ..., 139,240 62,441 76,799 123

Network development services. . . ..................... 274,769 69,318 205,451 296

Satellite and fiber network access services . . ............ 10,065 24,098 85,967 357

Total operating expenses excluding depreciation and
amortization, development and corporate general and

administrative exXpenses . . . .. ... .. 524,074 155,857 368,217 236
Depreciation and amortizatian . .. ..................... 283,360 132,539 150,821 114
Development expense . . ... ...t 14,517 1,607 12,910 803
Corporate general and administrative expense . . . ... .. ... 14,958 9,136 5,822 64
INterest eXpense . . . . ... 156,839 27,492 129,347 470
Interest income and other,net . .................... ... 13,018 17,695 (4,677) (26)
Interest income—TV Azteca, net of interest expense of $1,047 in

2000. . .. 12,679 1,856 10,823 583
Premium on note conversian . . ....................... 16,968 16,968 N/A
Minority interest in net earnings of subsidiaries. . ......... 202 142 60 42
Income tax benefit (provision). . .. ......... ... ... . L. 59,656 (214) 59,870 N/A
Extraordinary losses on extinguishment of debt, net. . ... .. 4,338 1,372 2,966 216
Netl0SS. . . $(194,628) $(50,727) $143,901 284%




Rental and Management Revenue

Rental and management revenue for the year ended December 31, 2000 was $278.2 million, an increase of
$142.9 million from the year ended December 31, 1999. The increase can be primarily attributed to two factors:
the acquisition and construction of towers in 2000 and the latter part of 1999 and increased lease-ups (utilization)
of new and existing towers. During 2000, we continued to implement our growth strategy by aggressively
acquiring and building new towers. With the consummation of the AirTouch, AT&T and other transactions, we
acquired more than 4,600 towers in 2000. This coupled with the construction of over 1,600 towers in 2000,
increased the scope, depth and strength of our national and international tower footprint providing us with a much
larger base of towers generating revenue in 2000 as compared to 1999.

In the long-term, we believe that our leasing revenues are likely to grow at a more rapid rate than revenues
from other segments of our business because of increasing utilization of existing tower capacity, recent and
pending acquisitions and build-to-suit and other construction activities.

Additionally, during 2000, we also focused on implementing an area management structure that enhances
sales and marketing, enabling us to increase the utilization of both previously existing (prior to January 2000)
and newly acquired/constructed towers. Increased utilization resulted in increases in revenue in 2000 for towers
that were in our portfolio as of January 1, 2000.

Network Development Services Revenue

Network development services revenue for the year ended December 31, 2000 was $311.9 million, an
increase of $221.5 million from revenue for the year ended December 31, 1999. The significant growth in
revenues during 2000 resulted from strategic acquisitions and increased demand for installation work and
component parts from major wireless carriers.

During 2000, we acquired several key services companies that added additional revenue and expanded our
in-house services capabilities. Among the acquisitions were Galaxy Engineering Services, which enables us to
perform an array of radio frequency engineering and network design services, such as drive testing, voice quality
analysis and transport engineering and Kline Iron & Steel Co., a steel fabrication company with expertise in
broadcast towers. In addition, increased demand for some of our network development services, such as
equipment installation, maintenance and sales of component parts, also created additional revenue in 2000. Much
of this increased demand was a result of aggressive network expansion programs initiated by major wireless
communications carriers during the year. In contrast, our revenues from site acquisition and construction work
for others, which are also part of our network development services segment, have declined, and we believe will
continue to decline, as a percentage of our total revenues. This decline is attributable to the trend in the wireless
communications industry to outsource tower infrastructure needs. This trend means we are increasingly applying
our site acquisition and construction capabilities to our build-to-suit projects and for other construction for our
own account.

Satellite and Fiber Network Access Services Revenue

Satellite and fiber network access services revenue for the year ended December 31, 2000 was $145.2
million, an increase of $112.8 million from revenue for the year ended December 31, 1999. The majority of the
increase can be attributed to the consummation of several key acquisitions that occurred in 2000 and the fourth
quarter of 1999 including: ICG Satellite Services, General Telecom, U.S. Electrodynamics, and Publicom. These
acquisitions significantly increased our service capabilities, revenue base, and geographical scope of our
customers as well as providing significant incremental revenues in 2000. We also experienced an increase in
demand of the internet and data requirements of our internet service provider customers in 2000.

Rental and Management Expense

Rental and management expense for the year ended December 31, 2000 was $139.2 million, an increase of
$76.8 million from the year ended December 31, 1999. A significant portion of the increase is attributable to
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incremental operating expenses incurred in 2000 for towers that were acquired or constructed during 2000 and
the latter part of 1999 as discussed above. The remaining component of the increase is primarily related to

additional expenses incurred by us in 2000 to implement our area management structure together with, to a lesser
extent, increases in operating expenses on certain towers that existed in 1999.

Network Development Services Expense

Network development services expense for the year ended December 31, 2000 was $274.8 million, an
increase of $205.5 million from the year ended December 31, 1999. The significant increase in expense is
primarily due to the strategic acquisitions consummated in 2000 as discussed above. In addition, we incurred
expenses in 2000 to transition a portion of our Specialty Constructors unit from tower construction work to
equipment installation and other services. In part, this transition is related to an ongoing process to decentralize
some of our tower construction capabilities and develop some of those capabilities at our regional and area
locations. Remaining increases in expense are directly related to a charge for a bad debt reserve of approximately
$7.0 million recorded in the fourth quarter, and overall increases in the amount of services and component sales
to customers.

Satellite and Fiber Network Access Services Expense

Satellite and fiber network access services expense for the year ended December 31, 2000 was $110.1 million,
an increase of $86.0 million from the year ended December 31, 1999. Substantially all of the increase can be
attributed to the strategic acquisitions discussed above, together with additional expenses related to integrating
those acquisitions. Remaining increases are related to the building of infrastructure to help manage the growth of
this segment and overall increases in volume.

Depreciation and Amortization

Depreciation and amortization for the year ended December 31, 2000 was $283.4 million, an increase of
$150.8 million from the year ended December 31, 1999. A component of the increase is attributable to an
increase in depreciation expense of $74.8 million. This is a direct result of our purchase, construction and
acquisition of approximately $1.3 billion of property and equipment during 2000. The remaining component of
the increase is an increase in amortization of $76.0 million, resulting from our recording and amortizing
approximately $1.3 billion of goodwill and other intangible assets related to acquisitions consummated during
2000.

Development Expense

Development expense for the year ended December 31, 2000 was $14.5 million, an increase of
$12.9 million from the year ended December 31, 1999. The majority of the increase represents costs related to
tower site inspections, related data gathering and certain integration expenses related to acquisitions
consummated in 2000. The remaining component of the increase, represents expenses incurred in connection
with abandoned acquisitions and other acquisition related costs which are not capitalized in accordance with
generally accepted accounting principles.

Corporate General and Administrative Expense

Corporate general and administrative expense for the year ended December 31, 2000 was $15.0 million, an
increase of $5.8 million from the year ended December 31, 1999. The majority of the increase is a result of
higher personnel, marketing, professional services and information technology costs associated with supporting
our increasing number of towers, the growth of our other businesses, our expanding revenue base and our growth
strategy.

Interest Expense

Interest expense for the year ended December 31, 2000 was $156.8 million, an increase of $129.3 million
from the year ended December 31, 1999. This increase is primarily related to increased borrowings to finance
acquisitions and construction. The net change, specifically, is attributable to increases in interest incurred on our
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outstanding debt obligations of $131.7 million and deferred financing amortization of $5.6 million. These interest
increases were offset by an increase in capitalized interest related to construction projects of $8.0 million.

Interest Income and Other, Net

Interest income and other, net for the year ended December 31, 2000 was $13.0 million, a decrease of
$4.7 million from the year ended December 31, 1999. The decrease is primarily attributable to a decrease in
interest earned on invested cash on hand of $4.6 million as a consequence of such cash being used to finance
acquisitions and construction.

Interest Income—TV Azteca, Net

Interest income—TV Azteca, net for the year ended December 31, 2000 was $12.7 million, an increase of
$10.8 million for the year ended December 31, 1999. Amounts included within this caption at December 31, 2000
represent interest earned on our note receivable from TV Azteca of $13.7 million offset by interest expense of $1.0
million.

Premium on Note Conversion

During the year ended December 31, 2000, we acquired a portion of our 6.25% and 2.25% convertible notes
in exchange for shares of our Class A common stock. As a consequence of those negotiated exchanges with
certain of our noteholders, we recorded an expense related to the premium on note conversion of approximately
$17.0 million during the second quarter of 2000, which represents the fair value of incremental stock issued to
noteholders to induce them to convert their holdings prior to the first scheduled redemption date.

Income Taxes

The income tax benefit for the year ended December 31, 2000 was $59.7 million, an increase of $59.9 million
from the year ended December 31, 1999. The primary reason for the increase is a result of an increase in our loss
before income taxes and extraordinary losses, partially offset by an increase in amortization of non-deductible
intangible assets arising from stock acquisitions consummated in the years ended December 31, 2000 and 1999.
The effective tax rate differs in both periods from the statutory rate due to the effect of non-deductible items,
principally the amortization of goodwill on certain stock acquisitions and, for the year ended December 31, 2000,
the non-deductible note conversion expense on which we have recorded no tax benefit.

In assessing the realizability of the deferred tax asset, we analyzed our forecast of future taxable income
and concluded that, after recording a valuation allowance of $6.0 million related to a portion of our state net
operating loss carry-forwards, recoverability of the remaining net deferred tax asset is more likely than not. The
realization of the deferred tax asset is not dependent upon significant changes in the current relationship between
income reported for financial and tax purposes, or material asset sales or other transactions not in the ordinary
course of business.

Extraordinary Losses on Extinguishment of Debt

We have incurred extraordinary losses on the extinguishment of debt in 2000 of $4.3 million. The losses
were incurred as a result of an amendment and restatement of our primary credit facilities ($3.0 million, net of a
tax benefit of $2.0 million) and our early retirement of debt assumed in the UNISite, Inc. merger ($1.3 million,
net of a tax benefit of $0.9 million).



Years Ended December 31, 1999 and 1998

As of December 31, 1999, we operated approximately 5,100 communications sites, as compared to
approximately 2,300 communications sites as of December 31, 1998. The acquisitions consummated in 1999 and
1998 significantly affected operations for the year ended December 31, 1999 as compared to the year ended
December 31, 1998.

Amount of Percent
Year Ended December 31, Increase Increase

1999 1998 (Decrease) (Decrease)
(in thousands)

Revenues:

Rentaland management. . ............ ... ... $135,303 $60,505 $74,798 124%

Network development services . . ...................... 90,416 23,315 67,101 288

Satellite and fiber network access services. . .. ........... 32,362 19,724 12,638 64
Total operatingrevenues . . ... 258,081 103,544 154,537 149

Operating Expenses:

Rental and management . . ............ ... ... . ..., 62,441 29,455 32,986 112

Network development services . . ...................... 69,318 19,479 49,839 256

Satellite and fiber network access services. .. ............ 24,098 12,817 11,281 88

Total operating expenses excluding depreciation and
amortization, tower separation, development and corporate

general and administrative expenses. . . .. ............. 155,857 61,751 94,106 152
Depreciation and amortization. . .. ..................... 132,539 52,064 80,475 155
Tower separation eXpense. . . . .. ...ttt 12,772  (12,772) N/A
Development expense. . . ... 1,607 1,607 N/A
Corporate general and administrative expense. . .......... 9,136 5,099 4,037 79
INterest eXPeNnSE. . . . . .ot 27,492 23,229 4,263 18
Interestincome and other,net. . ....................... 17,695 9,217 8,478 92
Interestincome—TV Azteca . . ............ ... ... ...... 1,856 1,856 N/A
Minority interest in net earnings of subsidiaries. . . ......... 142 287 (145) (51)
Income tax (provision) benefit. . .. ....... ... .. L (214) 4,491 (4,705) N/A
Extraordinary loss on extinguishment of debt, net. . . . ... ... 1,372 1,382 (10) Q)
Extraordinary loss on redemption of preferred stock, net. . .. 7,510 (7,510) N/A
NetloSS. . . ... $(50,727) $(46,842) $ 3,885 8%

Rental and Management Revenue

Rental and management revenue for the year ended December 31, 1999 was $135.3 million, an increase of
$74.8 million from the year ended December 31, 1998. The majority of the increase, $56.4 million, is attributable
to revenue generated from acquisitions consummated and/or towers constructed subsequent to December 31,
1998. The remaining factor contributing to the additional revenue is an increase in comparable tower revenue of
$18.4 million during 1999 for towers that existed during 1998.

Network Development Services Revenue

Network development services revenue for the year ended December 31, 1999 was $90.4 million, an
increase of $67.1 million from the year ended December 31, 1998. The primary reason for the increase is due to
the $66.7 million of revenue earned after the merger with OmniAmerica, Inc. The remaining component of the
increase is attributable to revenue generated from our existing services business of approximately $0.4 million.



Satellite and Fiber Network Access Services Revenue

Satellite and fiber network access services revenue for the year ended December 31, 1999 was $32.4 million,
an increase of $12.6 million from the year ended December 31, 1998. The primary reason for the increase is the
approximately $9.9 million of revenue earned during 1999 as a result of acquisitions consummated in 1999. The
remaining component of the increase, $2.7 million, is an increase in revenue from the satellite and fiber network
access service business that existed at December 31, 1998.

Rental and Management, Network Development Services and Satellite and Fiber Network Access Services
Expenses

Rental and management, network development services and satellite and fiber network access services
expenses for the year ended December 31, 1999 were $62.4 million, $69.3 million and $24.1 million,
respectively, an increase of $33.0 million, $49.8 million and $11.3 million, respectively, from the year ended
December 31, 1998. The primary reasons for the increase in these expenses are essentially the same as those
discussed above under each respective revenue segment.

Depreciation and Amortization

Depreciation and amortization for the year ended December 31, 1999 was $132.5 million, an increase of
$80.5 million from the year ended December 31, 1998. A component of the increase is attributable to an increase
in depreciation expense of $30.5 million resulting from our purchase, construction and/or acquisition of
approximately $693.4 million of property and equipment during 1999. The remaining component of the increase
is an increase in amortization expense of $50.0 million, resulting from our amortization of approximately $751.7
million of goodwill and other intangible assets related to acquisitions consummated during 1999.

Tower Separation Expense

We completed our separation from American Radio in 1998. No additional expenses related to the
separation were incurred in 1999, nor are any expected to occur in the future. See note 1 of the consolidated
financial statements for a description of tower separation expense.

Corporate General and Administrative Expense

Corporate general and administrative expense for the year ended December 31, 1999 was $9.1 million, an
increase of $4.0 million from the year ended December 31, 1998. The majority of this increase resulted from
higher personnel and marketing costs associated with our growing revenue base and market position. The
remaining component of the increase is the overall increases in other administrative expenses incurred in
supporting our growth.

Development Expense

Development expense for the year ended December 31, 1999 was $1.6 million. These expenses include
abandoned acquisition costs, costs to integrate acquisitions and costs associated with new business initiatives.

Interest Expense

Interest expense for the year ended December 31, 1999 was $27.5 million, an increase of $4.3 million from
the year ended December 31, 1998. The increase is primarily attributable to an increase of interest on our
outstanding debt obligations ($9.4 million) and amortization of deferred financing costs ($0.7 million). These
interest increases were offset by a decrease of $3.1 million in interest incurred during 1998 on our outstanding
redeemable preferred stock (which was redeemed in July 1998), as well as an increase in interest capitalized
during the year ended December 31, 1999.



Interest Income and Other, Net

Interest income and other, net for the year ended December 31, 1999 was $17.7 million, an increase of
$8.5 million from the year ended December 31, 1998. The increase is primarily related to an increase in interest
earned on invested cash on hand ($4.9 million), interest earned on notes receivable ($1.4 million) and interest
earned on security/escrow deposits ($2.2 million).

Interest Income—TV Azteca

Interest income—TV Azteca for the year ended December 31, 1999 was $1.9 million. Amounts included
within this caption represent interest earned on our notes receivable from TV Azteca.

Income Taxes

The income tax provision for the year ended December 31, 1999 was $0.2 million, a decrease of
$4.7 million from the income tax benefit recorded for the year ended December 31, 1998. The decrease in the
tax benefit is due to an increase in nondeductible permanent items (principally goodwill amortization). The
increase in nondeductible permanent items occurred as a result of the consummation of several mergers and
acquisitions in 1999.

As of December 31, 1999, we had a net deferred tax asset of $116.0 million. In assessing the realizability
of the deferred tax asset, we analyzed our forecast of future taxable income and concluded that recoverability of
the net deferred tax asset is more likely than not. The realization of the deferred tax asset is not dependent upon
significant changes in the current relationship between income reported for financial and tax purposes, or material
asset sales or other transactions not in the ordinary course of business.

Extraordinary Losses

We incurred an extraordinary loss on the extinguishment of debt in 1999 of $1.4 million due to the early
repayment of one of our term loans. We recorded an extraordinary loss of $1.4 million in 1998 due to the
refinancing of our then existing credit facility. We also recorded an extraordinary loss of $7.5 million in 1998
due to the redemption of our interim preferred stock.

Liquidity and Capital Resources

Our liquidity needs arise from our acquisition-related activities, debt service, working capital and capital
expenditures associated principally with our construction program. As of December 31, 2000, we had
approximately $82.0 million in cash and cash equivalents, working capital of approximately $173.4 million, and
had approximately $300.0 million of available borrowings under our credit facilities.

Historically, we have met our operational liquidity needs primarily with internally generated funds and have
financed our acquisitions and our construction program, including related working capital needs, with a
combination of capital funds from sales of our equity and debt securities and bank borrowings. We expect that
this trend will continue in 2001.

Our 2001 capital budget provides for expenditures of approximately $600.0 million, which includes towers
to be built under existing build-to-suit agreements. In addition, based on the transactions executed to date, we
expect to close on pending transactions of approximately $800.0 million in 2001. Lastly, we believe that debt
service requirements will be significant in 2001. We believe our current cash and cash equivalents (which include
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proceeds from our equity and senior note offerings in 2001) and existing borrowing capacity under our credit
facilities will be sufficient to meet these above cash requirements. If we were to effect more than one or possibly
two major new acquisitions in the next twelve months, we would likely require additional funds from external
sources.

For the year ended December 31, 2000, cash flows used for operating activities were $25.0 million, as
compared to cash flows provided by operating activities of $97.0 million for the year ended December 31, 1999.
The primary reasons for the decrease are increased interest payments, the paydown of current liabilities assumed
through acquisitions and an increase in current assets.

For the year ended December 31, 2000, cash flows used for investing activities were $2.0 billion, as
compared to $1.1 billion for the year ended December 31, 1999. The increase in 2000 is primarily due to a net
increase in cash expended for mergers and acquisitions, coupled with an increase in property and equipment
expenditures.

For the year ended December 31, 2000, cash flows provided by financing activities were $2.1 billion, as
compared to $879.7 million for the year ended December 31, 1999. The increase is primarily related to increased
net borrowings under our credit facilities, offset by a decrease in proceeds from the issuance of debt and equity
securities.

As of December 31, 2000, we had outstanding the indebtedness as described below (under “Credit
Facilities” and “Equity Offerings and Note Placements”). In addition, as of December 31, 2000, we had
outstanding $212.7 million principal amount of our 6.25% convertible notes due October 15, 2009 and $258.2
million principal amount of our 2.25% convertible notes due October 15, 2009, and other debt of approximately
$197.3 million. See note 6 to our consolidated financial statements. We may need to raise cash from external
sources to meet our debt service obligations and to pay the principal amounts of our indebtedness when due.

Credit Facilities. Our credit facilities provide us with a borrowing capacity of up to $2.0 billion, with the
option to increase the capacity up to an additional $500.0 million, subject to lender approval. Borrowings under
the credit facilities are subject to certain borrowing base restrictions, such as operating cash flow and construction
cost levels. Our credit facilities currently include a $650.0 million revolving credit facility which was fully
available (subject to the borrowing base restrictions) on December 31, 2000, maturing on June 30, 2007, an
$850.0 million multi-draw Term Loan A, which was fully drawn on December 31, 2000, maturing on June 30,
2007, and a $500.0 million Term Loan B, which was fully drawn on December 31, 2000 maturing on
December 31, 2007. The credit facilities are scheduled to amortize quarterly commencing in March, 2003.

Our credit facilities contain certain financial and operational covenants and other restrictions with which the
borrower subsidiaries and the restricted subsidiaries must comply, whether or not there are any borrowings
outstanding. We and the restricted subsidiaries have guaranteed all of the loans. We have secured the loans by
liens on substantially all assets of the borrower subsidiaries and the restricted subsidiaries and substantially all
outstanding capital stock and other debt and equity interests of all of our direct and indirect subsidiaries.

Under our credit facilities, we are also required to maintain an interest reserve for our convertible notes and our
senior notes. These funds can only be used to make scheduled interest payments on our outstanding convertible
notes and senior notes. As of December 31, 2000 we had approximately $46.0 million of restricted cash related
to such interest reserve.

ATC Mexico Loan Agreemerih February 2001, our Mexican subsidiary, American Tower Corporation de
Mexico, S. de R.L. de C.V., which we refer to as ATC Mexico, and two of its subsidiaries consummated a loan
agreement with a group of banks providing a credit facility of an initial aggregate amount of $95.0 million. If
additional lenders are made party to the agreement, the size of the facility may increase to $140.0 million. We
have committed to ATC Mexico to loan up to $45.0 million if additional lenders are not made party to the
agreement. Our committment will be reduced on a dollar-for-dollar basis if additional lenders join the ATC
Mexico loan agreement. This credit facility requires maintenance of various financial covenants and ratios and is
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guaranteed and collateralized by substantially all of the assets of ATC Mexico and the assets of its subsidiaries.
All amounts borrowed under this loan agreement are due on September 30, 2003. The lenders’ commitment to
make loans under the loan agreement expires on March 31, 2002. As of March 2001, an aggregate of $95.0
million was outstanding under this loan agreement.

Equity Offerings and Note PlacementDuring 2000, we consummated a public offering of 12.5 million
shares of our Class A common stock for total net proceeds of approximately $513.9 million. In addition, we
consummated a private placement of $450.0 million of 5.0% convertible notes, issued at 100% of their face
amount. The convertible notes mature in February 2010 and require interest payments semi-annually. We used
the proceeds from these two transactions to reduce borrowings under our credit facilities, to finance acquisitions
and tower construction and for general working capital purposes.

In January 2001, we completed a public offering of 10.0 million shares of our Class A common stock for
total net proceeds of approximately $360.8 million. We also completed a private placement of $1.0 billion of
9 3/8% senior notes that mature in February 2009 for total net proceeds of $969.0 million. These notes require
interest payments semi-annually and contain certain financial and operational covenants and other restrictions
similar to those in our credit facilities. We expect to use the proceeds from these two transactions to finance the
construction of towers, fund pending and future acquisitions and for general corporate purposes.

ATC Separation. We continue to be obligated under the ATC Separation agreement for certain tax
liabilities to CBS and American Radio. As of December 31, 2000, no material matters covered under this
indemnification have been brought to our attention.

Acquisitions and Construction.We expect that the consummated acquisitions and current and future
construction activities will have a material impact on liquidity. We believe that the acquisitions, once integrated,
will have a favorable impact on liquidity and will offset the initial effects of the funding requirements. We also
believe that the construction activities may initially have an adverse effect on our future liquidity as newly
constructed towers will initially decrease overall liquidity. However, as such sites become fully operational and
achieve higher utilization, we expect that they will generate tower cash flow and, in the long-term, increase
liquidity.

As of December 31, 2000, we were a party to various agreements relating to the acquisition of assets or
businesses from various third parties and were involved in the construction of numerous towers, pursuant to
build-to-suit agreements and for other purposes.

Recent Accounting Pronouncements

On January 1, 2001, we adopted the provisions of SFAS No. 133 “Accounting for Derivative Instruments
and Hedging Activities.” This statement establishes accounting and reporting standards for derivative
instruments. Specifically, it requires that an entity recognize all derivatives as either assets or liabilities on the
balance sheet at fair value. The accounting for changes in the fair value of a derivative (that is unrealized gains
or losses) will be recorded as a component of an entity’s net income or other comprehensive income, depending
upon designation (as defined in the statement). As a result of adopting SFAS No. 133, we expect to record a pre-
tax non-cash loss from a cumulative effect of change in accounting principle of approximately $12.0 million to
$14.0 million in the first quarter of 2001.

During 2000, the Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin (SAB)
No. 101, “Revenue Recognition,” which provides the SEC staff's views in applying generally accepted
accounting principles to revenue recognition. SAB No. 101 was effective for the Company on October 1, 2000.
The adoption of SAB No. 101 was not material to our consolidated financial statements.

In March 2000, the Financial Accounting Standards Board issued Interpretation No. 44 (FIN 44),
“Accounting for Certain Transactions involving Stock Compensation”, an interpretation of APB No. 25. FIN 44
was effective July 1, 2000. The adoption of FIN 44 was not material to our consolidated financial statements.
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Information Presented Pursuant to the Indenture for Our 935% Senior Notes

The following table sets forth information that is presented solely to address certain reporting requirements
contained in the indenture for ou#®% senior notes issued in January 2001. This information presents certain
financial data for us on a consolidated basis and on a restricted group basis, which means only for American
Tower and its subsidiaries that comprise the restricted group under the indenture governing those senior notes.
All of our subsidiaries are part of this restricted group, except Verestar and its subsidiaries, whose operations
constitute all of our satellite and fiber network access services business segment. This restricted group data is not
intended to represent an alternative measure of operating results, financial position or cash flow from operations,
as determined in accordance with generally accepted accounting principles.

Consolidated Restricted Group(1)
Year Ended December 31, Year Ended December 31,
2000 1999 2000 1999

(in thousands)
Statement of Operations Data:

Operating reVEeNUES. . . . ...ttt e e $35,275 $258,081 $ 590,074 $225,719
Operating expenses:
Operating eXpenses(2) . . . ..o 524,074 155,857 414,009 131,759
Depreciation and amortizatian . . .................... 283,360 132,539 256,286 125,275
Developmentexpense(3) . ... .o oot 14,517 1,607 14,433 1,406
Corporate general and administrative expense . .. ...... 14,958 9,136 14,958 9,136
Total operating expenses. . . . ............... ... 836,909 299,139 699,686 267,576
Lossfromoperations. . . . ... (101,634) (41,058) (109,612) (41,857)
INterest EXPENSE . . . . .o v it (156,839) (27,492) (155,006) (27,487)
Interestincome and other,net . .. ................... 13,018 17,695 12,661 17,632
Interest income—TV Azteca, net(4).................. 12,679 1,856 12,679 1,856
Premium on note conversion(5) . . ................... (16,968) (16,968)
Minority interest in net earnings of subsidiaries(g). . . . . .. (202) (142) (202) (142)
Loss before income taxes and extraordinary losses . . . .. $(249,946) $(49,141) $(256,448) $(49,998)

December 31, 2000
Consolidated Restricted Group

Balance Sheet Data:

Cashandcashequivalents .. ............ .. ... . ... ... $82,038 $ 66,547
Property and equipment, net . . .. ... ... . 2,296,670 2,013,270
Total @SSEtS. . . o oo 5,660,679 5,019,766
Long-term obligations, including current portion . . .. .................. 2,468,223 2,355,911
Net debt(7).. . .. oo 2,386,185 2,289,364
Total stockholders’ equity. . ... ... .. 2,877,030 2,877,030

(1) Corporate overhead allocable to Verestar and interest expense related to intercompany borrowings to
Verestar (unrestricted subsidiary) have not been excluded from results shown for the restricted group.

(2) Consists of operating expenses other than depreciation and amortization, and development and corporate
general and administrative expenses.

(3) Development expense includes uncapitalized acquisition costs, costs to integrate acquisitions, costs
associated with new business initiatives, abandoned acquisition costs and costs associated with tower site
inspections and related data gathering.

(4) Interest income—TV Azteca, net of interest expense of $1.0 million in 2000.

(5) Premium on note conversion represents the fair value of incremental stock issued to noteholders to induce
them to convert their holdings prior to the first scheduled redemption date.

(6) Represents the minority interest in net earnings of our non-wholly-owned subsidiaries.

(7) Net debt represents long-term obligations, including current portion, less cash and cash equivalents.
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Tower Cash Flow, Adjusted Consolidated Cash Flow and Non-Tower Cash Flow for the Company and its
restricted subsidiaries, as defined in the indenture for 8sft9senior notes, are as follows:

Tower Cash Flow, for the three months ended December 31,2000. . ............ $47,164
Consolidated Cash Flow, for the twelve months ended December 31, 2000. .. .... $173,786

Less: Tower Cash Flow, for the twelve months ended December 31, 2000. ... (151,592)

Plus: four times Tower Cash Flow, for the three months ended December 31, 2000 . . 188,656
Adjusted Consolidated Cash Flow, for the twelve months ended December 31,.2000 $210,850
Non-Tower Cash Flow, for the twelve months ended December 31, 2000. . ....... $ 7,761
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

As of and for the years ended December 31, 2000 and 1999, we were exposed to market risk from changes in interest
rates on long-term debt obligations. We attempted to reduce those risks by utilizing derivative financial instruments, namely
interest rate caps, swaps, collars and swaptions. All derivative financial instruments are for purposes other than trading.

During 2000, we increased our borrowings under our credit facilities by approximately $1.26 billion. In addition, we
completed a private placement of $450.0 million of 5.0% convertible notes issued at 100% of their face amount. We also
entered into several interest rate cap, swap, collar and swaption agreements to reduce our risk with respect to the variable
rate debt under our credit facilities. Lastly, during 2000 we had interest rate caps with a total notional amount of $66.9
million expire.

The following tables provide information as of December 31, 2000 and 1999 about our market risk exposure associated
with changing interest rates. For long-term debt obligations, the tables present principal cash flows by maturity date and
average interest related to outstanding obligations. For interest rate caps, swaps, collars and swaptions, the tables present
notional principal amounts and weighted-average interest rates by contractual maturity dates.

As of December 31, 2000
Principal Payments and Interest Rate Detail by Contractual Maturity Dates (In thousands)

Long-Term Debt 2001 2002 2003 2004 2005 Thereafter Total Fair Value

Fixed Rate Debt(a). ........ $495 $591 $641 $696 $37,107 $936,582 $976,112 $1,243,860
Average Interest Rate(a) . . . . 5.79% 5.79% 5.80% 5.80% 5.71% 5.71%

Variable Rate Debt (a) . . . . .. $56,000 $192,000 $243,000 $859,000 $1,350,000 $1,350,000

Average Interest Rate (a) . . ...

Aggregate Notional Amounts Associated with Interest Rate Caps, Swaps, Collars and Swaptions in Place
As of December 31, 2000 and Interest Rate Detail by Contractual Maturity Dates (In thousands)

Interest Rate CAPS 2001 2002 2003 2004 2005 Thereafter Total Fair Value
Notional Amount. . .. ....... $364,980 $364,980(c)
CapRate ................ 9.00% 9.00%
Interest Rate SWAPS
Notional Amount. . ......... $395,000 $395,000(d) $365,000(e) $ (7,680)
Weighted-Average Fixed Rate
Payable (b)............. 6.69% 6.69% 6.67%
Interest Rate COLLARS
Notional Amount. . ......... $465,000 $465,000(f) $185,000(g) $ (6,107)

Weighted-Average Below Floor
Rate Payable, Above Cap

Rate Receivable (b) . ... .. 6.35%,8.90% 6.35%,8.90% 6.46%,9.00%
Interest Rate SWAPTIONS
Notional Amount. . . ........ $290,000(h) $ 1,707
Weighted-Average Swaption

Rate(b) ................ 6.56%

As of December 31, 1999
Principal Payments and Interest Rate Detail by Contractual Maturity Dates (In thousands)

Long-Term Debt 2000 2001 2002 2003 2004 Thereafter Total Fair Value

Fixed Rate Debt(a). ........ $270 $319 $347 $378 $411 $639,034 $640,759 $640,759
Average Interest Rate(a) . . . . 6.38% 6.38% 6.37% 6.37% 6.37% 6.37%

Variable Rate Debt(a). . . . . .. $6,750 $11,250 $13,500 $18,000 $40,500 $90,000 $90,000

Average Interest Rate(a) . . . .

Aggregate Notional Amounts Associated with Interest Rate Caps in Place As of December 31, 1999
and Interest Rate Detail by Contractual Maturity Dates (In thousands)

Interest Rate CAPS 2000 2001 2002 2003 2004 Thereafter Total Fair Value
Notional Amount. . . ........ $66,860(i)
Weighted-Average Cap

Rate(b) ................ 8.82%
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December 31, 2000 variable rate debt consists of our credit facilities ($1.35 billion) and fixed rate debt
consists of the 2.25% and 6.25% convertible notes ($470.9 million), the 5.0% convertible notes ($450.0
million) and mortgage payables ($55.2 million). Interest on the credit facilities is payable in accordance with
the applicable London Interbank Offering Rate (LIBOR) agreement or quarterly and accrues at the
Company’s option either at LIBOR plus margin (as defined) or the Base Rate plus margin (as defined). The
average interest rate in effect at December 31, 2000 for the credit facilities was 9.65%. For the year ended
December 31, 2000, the weighted average interest rate under the credit facilities was 9.56%. The 2.25%
and 6.25% convertible notes each bear interest (after giving effect to the accretion of the original discount
on the 2.25% convertible notes) at 6.25%, which is payable semiannually on April 15 and October 15 of
each year beginning April 15, 2000. The 5.0% convertible notes bear interest at 5.0% which is payable
semiannually on February 15 and August 15 of each year. The mortgage payables bear interest at rates
ranging from 7.93% to 8.42% and are payable on a monthly basis.

December 31, 1999 variable rate debt consists of our credit facilities existing at December 31, 1999
($90.0 million) and fixed rate debt consists of the 2.25% and 6.25% convertible notes ($602.3 million) and

a mortgage payable ($38.5 million). The interest rate in effect at December 31, 1999 for the then existing
credit facilities was 9.25%. For the year ended December 31, 1999, the weighted average interest rate under
the credit facilities was 7.94%. The mortgage payable bears interest at 8.42% and is payable on a monthly
basis.

Represents the weighted-average fixed rate or range of interest based on contract notional amount as a
percentage of total notional amounts in a given year.

Includes notional amounts of $364,980 that will expire in February 2002.
Includes notional amounts of $30,000 that will expire in March 2002.

Includes notional amounts of $75,000 and $290,000 that will expire in January and February 2003,
respectively.

Includes notional amounts of $185,000 and $95,000 that will expire in May and July 2002, respectively.
Includes notional amounts of $185,000 that will expire in May 2003.
Includes notional amounts of $290,000 that will expire in August 2001.

Includes notional amounts of $21,500, $23,750 and $21,610 that expired in January, April and July 2000,
respectively.

We maintain a portion of our cash and cash equivalents in short-term financial instruments which are subject

to interest rate risks. Due to the relatively short duration of such instruments, we believe fluctuations in interest
rates with respect to such investments will not materially affect our financial condition or results of operations.

Our foreign operations have not been significant to date. Accordingly, foreign currency risk has not been

material for the years ended December 31, 2000 and 1999.
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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
American Tower Corporation:

We have audited the accompanying consolidated balance sheets of American Tower Corporation and subsidiaries
(the “Company”) as of December 31, 2000 and 1999, and the related consolidated statements of operations,
stockholders’ equity, and cash flows for each of the three years in the period ended December 31, 2000. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

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

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position
of the Company as of December 31, 2000 and 1999, and the results of its operations and its cash flows for each
of the three years in the period ended December 31, 2000 in conformity with accounting principles generally
accepted in the United States of America.

I/s/ Deloitte & Touche LLP

Boston, Massachusetts
February 27, 2001 (March 26, 2001 as to the first full paragraph in note 6)
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AMERICAN TOWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31, 2000 and 1999
(In thousands, except share data)

84

24

2000 1999
ASSETS
CURRENT ASSETS:
Cash and cash equIValENIS . . . . ...ttt $2,038 $ 25212
Restricted cash. . . ... .. 46,036
Accounts receivable, Net . . ... ... 194,011 58,482
Prepaid and other CUrrent @SSetS. . . . . . ...ttt 42,377 19,570
INVENIOMIES . . . o oot 47,872 11,262
Costs and earnings in excess of billings on uncompleted contracts and unbilled receivables. . . . . . 43,652 13,363
Deferred iNCOmMe taxes. . . . . .. oot e 15,166 1,718
Total CUITENE @SSELS. . . . . o 471,152 129,607
PROPERTY AND EQUIPMENT, Net. . . . oo e e e 2,296,670 1,092,346
GOODWILL AND OTHER INTANGIBLE ASSETS, NetL. . . . ..o e 2,505,681 1,403,897
NOTES RECEIVABLE. . . . .o e e e 123,945 118,802
DEPOSITS AND OTHER LONG-TERM ASSETS . . . ..o e 73,298 144,368
INVESTMEN T S, . o e e e 49,538 15,594
DEFERRED INCOME TAXES. . . . o e e e e 140,395 114,252
O T AL .o $5,660,679 $3,018,866
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Current portion of long-term obligations . . . ... .. . $1,178 $ 4,736
AcCOUNtS payable. . . ... e 74,046 25,564
ACCIUBA BXPENSES . . . v ottt ettt e e e e e e e e e e 87,291 32,732
Accrued tower CONSIIUCION COSES . . . . . o oot e e e 45,315 37,671
ACCIUB INEEIESL. . o o oo e 31,708 6,769
Billings in excess of costs and earnings on uncompleted contracts and unearned revenue. . . . . .. 48,248 17,515
Total current liabilities. . . . ... .. 297,786 124,987
LONG-TERM OBLIGATIONS . . . . o e e e 2,457,045 736,086
OTHER LONG-TERM LIABILITIES . . . . e e e 12,472 4,057
Total liabilities . . . . ... 2,767,303 865,130
COMMITMENTS AND CONTINGENCIES (Notes 7 and 14)
MINORITY INTEREST IN SUBSIDIARIES. . . . . .o e 16,346 8,653
STOCKHOLDERS'’ EQUITY:
Preferred Stock; $0.01 par value; 20,000,000 shares authorized; no shares issued or outstanding.
Class A Common Stock; $.01 par value; 500,000,000 shares authorized; 170,180,549 and 144,965,623
shares issued, 170,035,952 and 144,889,220 shares outstanding, respectively . . .. .......... 1,701 1,450
Class B Common Stock; $.01 par value; 50,000,000 shares authorized; 8,095,005 shares and 8,387,910
shares issued and outstanding, respectively. . . ... ... . 81
Class C Common Stock; $.01 par value; 10,000,000 shares authorized; 2,267,813 shares and 2,422,804
shares issued and outstanding, respectively. . . ... ... . 23
Additional paid-in capital . . . .. ... 3,174,622 2,245,482
Accumulated defiti. . . .. ... (295,057) (100,429)
Less: treasury stock (144,597 and 76,403 sharesatcast) . . ..., (4,340) (1,528)
Total Stockholders’ equit. . . . . .. oo 2,877,030 2,145,083
TOT AL oottt $5,660,679 $3,018,866

See notes to consolidated financial statements.

F-3



AMERICAN TOWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended December 31, 2000, 1999, and 1998
(In thousands, except per share data)

2000 1999 1998
REVENUES:

Rental and management . . .. ... ... 218,153 $135,303 $ 60,505

Network development SEIVICES . . . . . ... 1321 90,416 23,315

Satellite and fiber Network access ServiCES. . . .. . ..ottt 145,201 32,362 19,724

Total Operating reVENUES. . . . . . .ttt ettt et e e e e e e e e e e s 735,275 258,081 103,544
OPERATING EXPENSES:
Operating expenses excluding depreciation and amortization, tower separation, development and
corporate general and administrative expenses:
Rental and management . . ... ... 139,240 62,441 29,455
Network development SEIVICES. . . . . . . .o 274,769 69,318 19,479
Satellite and fiber network access services. . . ... 10,065 24,098 12,817

Depreciation and amortization . . . . ... ... 283,360 132,539 52,064

TOwer Separation EXPENSE. . . . o o .ttt e e e e e e 12,772

DEVEIOPMENT EXPENSE . . . o o ot ettt e et e e e e e e e 14,517 1,607

Corporate general and administrative @Xpense. . ... ...ttt 14,958 9,136 5,099

Total operating EXPENSES . . . . o\ttt e 836,909 299,139 131,686
LOSS FROM OPERATIONS . . . . e e e e e e (101,634) (41,058) (28,142)
OTHER INCOME (EXPENSE):

INEErESt EXPENSE. . . o e e (156,839) (27,492) (23,229)

Interest income and other, net. . . ... . ... . 13,018 17,695 9,217

Interest income—TV Azteca, net of interest expense of $1,047in200Q ................. 12,679 1,856

Premium on note CONVEISION. . . . . ..ot e e e (16,968)

Minority interest in net earnings of subsidiaries. . . ...... ... .. ... . .. o (202) (142) (287)
TOTAL OTHER EXPENSE . . . . .o e e e (148,312) (8,083) (14,299)
LOSS BEFORE INCOME TAXES AND EXTRAORDINARY LOSSES. .. ........ ...t (249,946)  (49,141) (42,441)
BENEFIT (PROVISION) FOR INCOME TAXES . . . . oot e e e 59,656 (214) 4,491
LOSS BEFORE EXTRAORDINARY LOSSES . ... ottt (190,290)  (49,355) (37,950)
EXTRAORDINARY LOSSES ON EXTINGUISHMENT OF DEBT, NET OF INCOME TAX

BENEFIT OF $2,892 IN 2000, $914 IN 1999 AND $921IN1998. ... ................... (4,338) (1,372) (1,382)
EXTRAORDINARY LOSS ON REDEMPTION OF INTERIM PREFERRED STOCK, NET OF

INCOME TAX BENEFIT OF $5,000. . . . ..ottt ittt et e e e e e e e (7,510)
NET LOS S . o ottt e $(194,628) $(50,727) $(46,842)
BASIC AND DILUTED LOSS PER COMMON SHARE AMOUNTS:

Loss before extraordinary [0SSES. . . . . ..ottt $(1.13) $ (0.33) $ (0.48)

EXtraordinary 10SSeS. . . . . ..o (0.02) (0.01) (0.11)

NEL 0SS, . o ottt e $1.15) $ (0.34) $ (0.59)
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING. . . ..o oo 168,715 149,749 79,786

See notes to consolidated financial statements.
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AMERICAN TOWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
Years Ended December 31, 2000, 1999 and 1998

(In thousands, except share data)

Common Stock

Common Stock  Common Stock  Treasury Stock

Class A Class B Class C -
Additional
Issued Issued Issued Notes Paid-in  Accumulated
Shares Amount Shares Amount Shares Amount Shares Amount Receivable Capital Deficit Total
BALANCE, JANUARY 1, 1998, . . ..ottt ittt e e e e 29,667,883 $ 297 4,670,626 $ 47 1,295518 $13 $ 155711 $ (2,860) $ 153,208
Contributions from ARS:

CaS L o 56,918 56,918

NON-CaS. . . o 6,489 6,489
Transfers to ARS:

CaSN . o (51,858) (51,858)
Issuance of common stock under stock purchase agreement, net of issuance costs.af $630. 1,350,050 14 4,649,950 46 2,000,000 20 $(49,375) 79,290 29,995
Issuance of common stock and OptioNS-MEergers. . . ... ...ttt et 35,546,600 354 373,742 374,096
Reduction of common stock redemption obligation. . .. ......... .. .. .. .. .. .. .. .. ... 383,750 4 9,740 9,744
Exercise of Options . . . . ... 899,504 9 203,709 2 2,727 2,738
Repayment stock purchase agreementnotes . .. ... 49,375 49,375
ATC Separation tax liability. . . .. ... (61,715) (61,715)
ATC Separation working capital adjustment. . .. ......... .. ... . (50,000) (50,000)
ATC Separation share CONVEISIQN . . . .. ..ottt ittt e e e o 1161 1 (347,159) 3) 2
Issuance of common stock—July offering, net of issuance costs of $29,806............ 27,861,987 279 624,672 624,951
Share class EXChanges. . . . . ..ot 469,576 5 (176,066) (2) (293,510) 3)

Accretion of redeemable stock. . . . ... ... L (1,555) (1,555)

Tax liability from conversion of CBS SECUNMtES . . .. .. .ottt (5,021) (5,021)

Tax benefit of StOCK OPtIONS . . . . . ... e 1,223 1,223

Nt 0SS, o ot (46,842) (46,842)
BALANCE, DECEMBER 31, 1998, . . ..o\ttt ettt e e 96,291,111 $ 963 9,001,060 $ 90 3,002,008 $ 30 $ $1,140,365 $(49,702) $ 1,091,746
Cash contributions from ARS . . . ... ... e 507 507
Adjustment to ATC separation tax liability. . .. ....... ... ... . 12,003 12,003
Transfers/payments to ARS/CBS . . . ... ... ... (1,070) (1,070)
Issuance of common stock and OptioNS-MErgers. . .. . ..ottt 20,691,428 207 446,035 446,242
Wauka escrow release—treasury StOCK . . .. oo vttt (76,403) $(1,528) (1,528)
Issuance of common stock February offerings, net of issuance costs of $24,501. . .. ... .. 26,200,000 262 630,889 631,151
Expiration of redeemable commonstock. . .......... ... .. .. .. . oo 336,250 3 9,937 9,940
Issuance of options—acquisItiQn . . . .. ... .. 1,794 1,794
EXercise of OptioNS . . . . ..o e 254,480 3 3,573 3,576
Share class eXChanges. . . .. .. ..ot e 1,192,354 12 (613,150) (6) (579,204) (6)

Tax benefit of StOCK OPtIONS . . . . . ... 1,449 1,449

Nt 0SS, . ot (50,727) (50,727)
BALANCE, DECEMBER 31, 1999 . . . ..o\ttt et e 144,965,623 $ 1,450 8,387,910 $ 84 2,422,804 $24  (76,403) $(1,528) $ 2,245,482 $(100,429) $ 2,145,083
6.25% and 2.25% convertible notes exchanged for common stack . .................. 6,126,594 61 153,306 153,367
Issuance of common stock—June offering. . ... ... .. .. 12,500,000 125 513,780 513,905
Issuance of common stock, options and warrants—mergers. . . .. ......... ... 4,522,692 45 227,462 227,507
Issuance of common stock—Employee Stock Purchase.Plan. .. ..................... 33,794 865 865
EXercise of OptioNS . . . . .. oo 1,418,560 14 165,390 2 23,461 23,477
Share class XChanges. . . . . .. oot e 613,286 6 (458,295) (5) (154,991) 1)

TrEASUNY STOCK. . . . o ittt e e e e e (68,194) (2,812) (2,812)

Tax benefit of Stock OptioNs . . . ... .. e 10,266 10,266

Nt 0SS o ot (194,628) (194,628)
BALANCE, DECEMBER 31, 2000. . . . .o\ttt ittt et e e e e e e e e 170,180,549 $ 1,701 8,095,005 $ 81 2,267,813 $23 (144,597) $(4,340) $3,174,622 $(295,057) $ 2,877,030

See notes to consolidated financial statements.



AMERICAN TOWER CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31, 2000, 1999 and 1998
(In thousands)

2000 1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES:
Nt I0SS. . . oot $ 4B28) $ (50,727) $ (46,842)
Adjustments to reconcile net loss to cash provided by operating activities:
Depreciation and amortizatian . . . . .......... .. . 283,360 132,539 52,064
Minority interest in net earnings of subsidiaries. . .................... 202 142 287
Premium on note conversian . . ......... . 16,968
Amortization of deferred financingcosts . . .......... ... ... .. ... 6,945 1,466 1,629
Provision for losses on accounts receivable. . .. ..................... 16,423 2,639 1,136
Extraordinary losses, et . . ... 4,338 1,372 8,892
Amortization of debt discount. . .. .......... . . 8,712 2,642 261
Dividends on preferred stock . .. ......... .. . 3,117
Deferred income taxes . . . ... ..ottt 6Q,876) (1,140) (4,491)
Changes in assets and liabilities, net of acquisitions:
Accountsreceivable . . ... .. 108,159) (17,368) (11,042)
Costs and earnings in excess of billings on uncompleted contracts and unbilled
receivables. . . ... ... (26,153) (5,919) (1,185)
Prepaid and other current assets. . ... ..ot (23,990) (5,503) (1,553)
INVENTOMIES. . . o o o e (18,643) (6,210)
Accounts payable, accrued expenses and accrued construction costs. . . . 31,281 31,516 13,577
ACCIUEd INBIeSt . . . vttt e 24,631 5,436 (47)
Billings in excess of costs and earnings on uncompleted contracts and unearned
FEVENUE . . o et e e et e e e e e e e 9,135 3,981 1,311
Other long-term liabilities . . .. ....... ... 5,413 2,145 1,315
Cash (used for) provided by operating activities. . .. ........... ... .. .. ..... 26,041) 97,011 18,429
CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for purchase of property and equipment and construction activities . (648,991) (294,242) (126,455)
Payments for acquisitions, (net of cash acquired). . ...................... 1(368,024) (588,384) (208,717)
Advances of notesreceivable . . . ... ... 76,116) (119,282) (12,140)
Proceeds from notes receivable. . . . ........ . ... 2,749 1,587 2,001
Deposits, investments and other long-termassets. ...................... (20,298) (137,379) (5,066)
Cash used forinvesting activities . . . ... ... .. 2,010,680) (1,137,700) (350,377)
CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings under notes payable and credit facilities. . .. .................. 1,777,000 224,779 205,500
Repayments of notes payable and credit facilities. . .. .................... 584,155) (512,856) (156,667)
Proceeds from issuance of debt securities . . .. ......... .. ... ... .. . 450,000 600,063
Net proceeds from equity offerings and stock optians. . . .................. 535,435 634,727 707,059
Restricted cash. . . ... .. . (46,036)
Cash payments from (t0) CBS. . .. ... 5,735 (48,752) (221,665)
Net proceeds from preferred stock . .. ........ .. . .. 300,000
Redemption of preferred stock. . . . ........ ... .. (303,117)
Contributions from ARS . . . . ... 507 5,060
Distributions to minority interest. . . . .. ... .. 6647) (396) (393)
Deferred financing COSES. . . . . . .ottt (44,765) (18,346) (22,250)
Cash provided by financing activities . . .. ........... .. . 2,092,547 879,726 513,527
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS. .. ... ... 56,826 (160,963) 181,579
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR . . . . ............. 25,212 186,175 4,596
CASH AND CASH EQUIVALENTS,ENDOF YEAR ... ... ..o $ 82,038 $ 25212 $ 186,175

See notes to consolidated financial statements.
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AMERICAN TOWER CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business and Corporate Structerédmerican Tower Corporation and subsidiaries (collectively, ATC or the
Company), is an independent owner, operator and developer of broadcast and wireless communications sites in
North America and Mexico. The Company’s primary businesses are the leasing of antenna space to a diverse
range of wireless communications and broadcast industries, providing network development services and
components to wireless service providers and broadcasters and providing satellite and fiber network access
services to telecommunication companies, internet service providers, broadcasters and maritime customers
worldwide. The Company was a wholly-owned subsidiary of American Radio Systems Corporation (ARS,
American Radio or the Former Parent) until consummation of the spin-off of the Company from American Radio
on June 4, 1998 (the ATC Separation).

ATC Separation-On June 4, 1998, the merger of American Radio and a subsidiary of CBS Corporation (CBS)
was consummated. As a result of the merger, all of the outstanding shares of the Company’s common stock
owned by American Radio were distributed to American Radio common stockholders, and the Company ceased
to be a subsidiary of, or to be otherwise affiliated with, American Radio. Furthermore, from that day forward the
Company began operating as an independent publicly traded company.

As part of the ATC Separation, the Company was required to reimburse CBS for certain tax liabilities incurred
by American Radio as a result of the transaction. Upon completion of the final American Radio tax filings, a
calculation of the total tax payments due to CBS was performed and approved by both the Company and CBS.
The Company continues to be obligated to indemnify CBS and American Radio for certain tax matters affecting
American Radio prior to the ATC Separation. As of December 31, 2000, no material matters covered under this
indemnification have been brought to the Company’s attention.

Principles of Consolidation and Basis of Presentatiohhe accompanying consolidated financial statements
include the accounts of the Company and its subsidiaries. All significant intercompany accounts and transactions
have been eliminated. Investments in those entities where the Company owns less than twenty percent of the
voting stock of the individual entity and does not exercise significant influence over operating and financial
policies of the entity are accounted for using the cost method. Investments in entities where the Company owns
less than twenty percent but has the ability to exercise significant influence over operating and financial policies
of the entity or where the Company owns more than twenty percent of the voting stock of the individual entity,
but not in excess of fifty percent, are accounted for using the equity method. The Company consolidates those
entities in which it owns greater than fifty percent of the entity’s voting stock.

For the period from January 1, 1998 to June 4, 1998, the Company effectively operated as a stand-alone entity,
with its own corporate staff and headquarters, and received minimal assistance from personnel of American
Radio. Accordingly, the accompanying consolidated financial statements for the period discussed above do not
include any corporate general and administrative cost allocations from American Radio. The consolidated

financial statements may not reflect the results of operations or financial position of the Company had it been an
independent public company during the periods presented prior to June 4, 1998.

Use of Estimates-The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results may differ from those estimates, and such
differences could be material to the accompanying consolidated financial statements.

Revenue RecognitienRental and management revenues are recognized on a monthly basis under lease or
management agreements when earned. Escalation clauses, excluding those tied to the Consumer Price Index
(CPI), and other incentives present in lease agreements with the Company’s customers are recognized on a
straight-line basis over the term of the lease. Amounts billed or received prior to being earned are deferred until
such time as the earnings process is complete.
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AMERICAN TOWER CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Network development service revenues are derived under service contracts or arrangements with customers that
provide for billings on a time and materials, cost plus profit or fixed price basis. Revenues are recognized as
services are performed with respect to the time and materials and cost plus profit contracts. Revenues are
recognized using the percentage-of-completion method for fixed price contracts. Under the percentage-of-
completion methodology, revenues are recognized in accordance with the percentage of contract costs incurred
to date compared to estimated total contract costs. Costs and earnings in excess of billings on uncompleted
contracts represent revenues recognized in excess of amounts billed. Billings in excess of costs and earnings on
uncompleted contracts represent billings in excess of revenues recognized. Changes to total estimated contract
costs or losses, if any, are recognized in the period in which they are determined.

Revenue from the sale of component parts is reflected within network development service revenue in the
accompanying consolidated statements of operations. Revenue from the sale of these components is recognized when
products are shipped. Provisions are recorded for estimated sales returns and allowances at the time of shipment.

Satellite and fiber network access service revenues are recognized as such services are provided. Amounts billed
or received prior to services being performed are deferred until such time as the earnings process is complete.

Development ExpenseDevelopment expense consists of uncapitalized acquisition costs, costs to integrate
acquisitions, costs associated with new business initiatives, abandoned acquisition costs and costs associated with
tower site inspections and related data gathering. Such costs are expensed as incurred.

Tower Separation Expenselower separation expense consists of one-time costs incurred in connection with
the separation of the Company from its former parent. Specifically, it includes legal, accounting, financial
advisory and consent solicitation fees. Such costs were expensed as incurred.

Corporate General and Administrative Expenrs€orporate general and administrative expense consists of
corporate overhead costs not specifically allocable to any of the Company'’s individual business segments.

Premium on Note ConversienPremium on note conversion represents the fair value of incremental stock issued
to induce convertible noteholders to convert their holdings prior to the first scheduled redemption date. Such
amounts were expensed as incurred in accordance with Statement of Financial Accounting Standard (SFAS)
No. 84 “Induced Conversions of Convertible Debt.”

Concentrations of Credit RiskFinancial instruments that potentially subject the Company to concentrations of
credit risk are primarily cash and cash equivalents, restricted cash, notes receivable and trade receivables. The
Company mitigates its risk with respect to cash and cash equivalents and restricted cash by maintaining its
deposits at high quality credit financial institutions and monitoring the credit ratings of those institutions.

The Company mitigates its concentrations of credit risk with respect to notes and trade receivables by actively
monitoring the creditworthiness of its borrowers and customers. Accounts receivable are reported net of
allowances for doubtful accounts of $19,809,000, $3,386,000 and $1,230,000 as of December 31, 2000, 1999
and 1998, respectively. Amounts charged against the allowance for doubtful accounts for the years ended
December 31, 2000, 1999 and 1998 approximated $3,112,000, $721,000 and $206,000, respectively. Bad debt
recoveries have not been significant in the three year period ended December 31, 2000.

Discount on Convertible NotesFhe Company amortizes the discount on its convertible notes using the effective
interest method over the term of the obligation. Such amortization is recorded as interest expense in the
accompanying consolidated statements of operations.

Derivative Financial Instruments-During the years ended December 31, 2000, 1999 and 1998, the Company
used derivative financial instruments as a means of hedging cash flow exposure related to variable interest rates
on its credit facilities. The Company’s derivative instruments generally consist of interest rate swaps, interest
rate collars and interest rate cap agreements. These instruments are matched with variable rate debt, and
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AMERICAN TOWER CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

payments thereon are recorded on a settlement basis as an adjustment to interest expense. Premiums paid to
purchase interest rate cap agreements are amortized as an adjustment to interest expense over the life of the
contract. The Company does not hold derivative financial instruments for trading purposes. See “Recent
Accounting Pronouncements” below.

Foreign Currency TranslationdFhe Company'’s foreign subsidiary in Mexico has designated the U.S. dollar as

its functional currency. Monetary peso-based assets and liabilities related to the Company’s Mexican operations
are translated from the local currency into U.S. dollars at the approximate rate of currency exchange at the end
of the applicable fiscal period. Non monetary peso-based assets and liabilities are translated at historical
exchange rates. Revenues and expenses, if peso-based, are translated at average monthly exchange rates. All
translation gains and losses are included in the Company’s consolidated statement of operations within the
caption interest income and other, net. Such amounts were not material for the years ended December 31, 2000
and 1999. There were no international operations during the year ended December 31, 1998.

Cash, Cash Equivalentscash and cash equivalents include cash on hand, demand deposits and short-term
investments with remaining maturities (when purchased) of three months or less.

Restricted Cash-Represents amounts required to be held in escrow under the Company’s Amended Credit
Facilities to pay interest on its convertible note obligations.

Inventories—Inventories, which consist primarily of finished goods and raw material component parts, are stated
at the lower of cost or market, with cost being determined on the first-in, first-out (FIFO) basis. The components
of inventories as of December 31, 2000 and 1999 are as follows (in thousands):

2000 1999
Finished goods. . . . ... . . . $25,947 $ 10,100
Raw materials . . .. ... .. 20,887 859
WOIK iN PrOCESS . . . o oot 1,038 303
Total $47,872 $ 11,262

Property and EquipmentProperty and equipment are recorded at cost or at estimated fair value (in the case of
acquired properties). Cost for self-constructed towers includes direct materials and labor, indirect costs associated
with construction and capitalized interest. Approximately $11,365,000, $3,379,000 and $1,403,000 of interest
was capitalized for the years ended December 31, 2000, 1999 and 1998, respectively.

Depreciation is provided using the straight-line method over the assets’ estimated useful lives. Property and
equipment acquired through capitalized leases are amortized using the straight-line method over the shorter of
the lease term or the estimated useful life of the asset. Asset useful lives are as follows:

EQUIPMENt . . . e 3-15 years
OIS . o o e e years
Buildings and land improvements. . .. ... .. 15-32 years

Goodwill and Other Intangible AssetsThe consolidated financial statements reflect the preliminary allocation

of purchase prices for certain transactions consummated in fiscal 2000, as certain appraisals for these acquisitions
have not been finalized. Goodwill represents the excess of purchase price over the estimated fair value of net
assets acquired. The Company amortizes goodwill over an estimated useful life of fifteen years. Other intangible
assets primarily represent acquired customer base, workforce, network locations, licenses, non-competition
agreements and certain deferred financing costs. The Company amortizes these other intangible assets over
periods ranging from two to fifteen years. (See note 4).
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AMERICAN TOWER CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Income Taxes-The consolidated financial statements reflect provisions for federal, state, local and foreign
income taxes. However, the tax costs of repatriating foreign subsidiary business earnings to the Company’s
domestic subsidiaries have not been reflected in the tax provision, as the Company intends to permanently
reinvest the profits of its foreign subsidiaries within those entities.

The Company recognizes deferred tax assets and liabilities for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their respective
tax bases, as well as operating loss and tax credit carryforwards. The Company measures deferred tax assets and
liabilities using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences and carryforwards are expected to be recovered or settled. The effect on deferred tax assets and
liabilities of a change in tax rates is recognized in income in the period that includes the enactment date. The
Company provides valuation allowances if, based on the weight of available evidence, it is more likely than not
that some or all of the deferred tax assets will not be realized. (See note 9).

Loss Per Common ShareBasic and diluted income or loss per common share has been computed by dividing

the Company’s net loss by the weighted average number of common shares outstanding during the period.
Diluted per share amounts are computed by adjusting the weighted average number of common shares for
dilutive potential common shares during the period, if any. In computing diluted per share amounts, the Company
uses the treasury stock method, whereby unexercised options and warrants are assumed to be exercised at the
beginning of the period or at issuance, (if later). The assumed proceeds are then used to purchase common shares
at the average market price during the period. For the years ended December 31, 2000, 1999 and 1998, dilutive
potential common shares, including options, warrants and shares issuable upon conversion of the Company’s
convertible notes, have been excluded from the computation of diluted loss per common share, as the effect is
anti-dilutive. Had these dilutive potential common shares been included in the computation, shares for the diluted
computation would have increased by approximately 39.8 million, 11.5 million and 3.9 million for the years
ended December 31, 2000, 1999 and 1998, respectively.

For purposes of calculating earnings per share for the year ended December 31, 1998, shares outstanding upon
consummation of the ATC Separation are assumed to be outstanding for the entire period prior to June 4, 1998.

Impairment of Long-Lived AssetsThe Company reviews long-term assets, including identifiable intangibles, for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable. The Company assesses recoverability by determining whether the net book value of the related
assets will be recovered through projected undiscounted future cash flows. The Company records any related
impairment losses in the period in which it identifies such impairment.

Stock-Based CompensatieiThe Company accounts for equity grants and awards to employees, officers and
directors using the intrinsic value method prescribed by Accounting Principles Board Opinion (APB) No. 25
“Accounting For Stock Issued To Employees,” and related interpretations. In addition, the Company also
provides the required disclosures under SFAS No. 123, “Accounting For Stock Based Compensation,” as if the
fair-value based method (defined in SFAS No. 123) had been applied. (See note 10).

Fair Value of Financial Instruments-As of December 31, 2000 the carrying amount of the Company’s 5.0%
convertible notes and the 2.25% and 6.25% convertible notes was approximately $450.0 million and $470.9
million, respectively and the fair value of such notes was $408.4 million and $780.2 million, respectively, based
on quoted market prices. See note 6 for fair value of derivative instruments.

The carrying values of all other financial instruments reasonably approximate the related fair values as of
December 31, 2000.
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AMERICAN TOWER CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Retirement Plan-Fhe Company has a 401(k) plan covering substantially all employees who meet certain age
and employment requirements. Under the plan, the Company matched 35% in 2000 and 30% in 1999 of
participants’ contributions up to a maximum 5% of a participant’s compensation. Prior to the ATC Separation,
employees of the Company participated in a similar plan sponsored by ARS. The Company contributed
approximately $1,875,000, $461,000, and $207,700 to the plans for the years ended December 31, 2000, 1999
and 1998, respectively.

Recent Accounting Pronouncement@a-January 1, 2001, the Company adopted the provisions of SFAS No. 133
“Accounting for Derivative Instruments and Hedging Activities.” This statement establishes accounting and
reporting standards for derivative instruments. Specifically, it requires that an entity recognize all derivatives as
either assets or liabilities on the balance sheet at fair value. The accounting for changes in the fair value of a
derivative (that is unrealized gains or losses) will be recorded as a component of an entity’s net income or other
comprehensive income, depending upon designation (as defined in the statement). As a result of adopting SFAS
No. 133, the Company expects to record a pre-tax non-cash loss from a cumulative effect of change in accounting
principle of approximately $12.0 million to $14.0 million in the first quarter of 2001.

During 2000, the Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin (SAB) No. 101,
“Revenue Recognition,” which provides the SEC staff's views in applying generally accepted accounting
principles to revenue recognition. SAB No. 101 was effective for the Company on October 1, 2000. The adoption
of SAB No. 101 was not material to the Company’s consolidated financial statements.

In March 2000, the Financial Accounting Standards Board issued Interpretation No. 44 (FIN 44), “Accounting
for Certain Transactions Involving Stock Compensation”, an interpretation of APB No. 25. FIN 44 was effective
July 1, 2000. The adoption of FIN 44 was not material to the Company’s consolidated financial statements.

Comprehensive LossFhe Company had no other component of comprehensive loss, and accordingly, net loss
is equal to comprehensive loss for each of the years in the three year period ended December 31, 2000.

Reclassifications-Certain reclassifications have been made to the 1999 and 1998 financial statements to conform
with the 2000 presentation.

2. COSTS AND EARNINGS IN EXCESS OF BILLINGS ON UNCOMPLETED CONTRACTS AND
UNBILLED RECEIVABLES

The Company derives a portion of its network development services revenue from customer contracts that provide
for billing only after certain milestones within contracts have been achieved. As the Company recognizes revenue
on these contracts using the percentage-of-completion and cost plus profit and time and materials methodologies,
such contracts give rise to revenue which has been earned, but, as of a certain point in time, remains unbilled.
Such amounts (along with unbilled rental revenue) are included in costs and earnings in excess of billings on
uncompleted contracts and unbilled receivables in the accompanying consolidated balance sheets.

The Company also enters into contracts within its network development services segment that provide for
progress billings as the Company fulfills its obligation under the related contracts. These contracts may give rise
to billings that are in excess of amounts actually earned as of a certain point in time. The excess of amounts
billed over the amount earned on these contracts is reflected (along with customer rent received in advance) in
billings in excess of costs and earnings on uncompleted contracts and unearned revenue in the accompanying
consolidated balance sheets.
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The following are the components of costs and earnings in excess of billings on uncompleted contracts and
unbilled receivables and billings in excess of costs and earnings on uncompleted contracts and unearned revenue
as of December 31, (in thousands):

3.

4.

2000 1999
Costs incurred on uncompleted contracts. . . ................ $165,982 $ 20,783
Estimated earnings . . . ... .. 67,222 13,228
Unbilled receivables. . .. ........ .. ... . 10,113 3,664
Lesshillingstodate. . ........... .. .. i 247,913) (41,827)

$ (459) $ (4,152)

Included in the accompanying consolidated balance sheets:
Costs and earnings in excess of billings on uncompleted

contracts and unbilled receivables. ... ............... $ 43,652 $ 13,363
Billings in excess of costs and earnings on uncompleted
contracts and unearnedrevenue . ................... 48,248) (17,515)

$ (459) $ (4,152

PROPERTY AND EQUIPMENT

Property and equipment consist of the following as of December 31, (in thousands):

2000 1999

TOWEIS . o ot et e e $1,579,616 $ 672,039
Equipment . . .. .. 366,343 148,614
Buildings and improvements . . . .. ... ... 224,836 156,005
Construction in Progress . . .. . oo vt 206,069 127,171
Land and improvements. . . . ... 15,151 61,007

Total. . . 2,492,015 1,164,836
Less accumulated depreciation and amortization. . . .......... (19,345) (72,490)
Property and equipment, net. . ........................... $2,296,670 $1,092,346

GOODWILL AND OTHER INTANGIBLE ASSETS

The Company’s intangible assets consist of the following as of December 31, (in thousands):

2000 1999
Goodwill. . .. $1,372,399 $1,016,846
Acquired customer base and network locations . . ............ 1,292,631 474,723
Acquired workforce, licenses, deferred financings and other intangibles . . 129,394 35,911
Total. . . 2,794,424 1,527,480
Less accumulated amortization. . .. ....... ... (288,743) (123,583)
Goodwill and other intangible assets, net. . ................. $2,505,681 $1,403,897
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5. NOTES RECEIVABLE

In December 1999, the Company signed agreements to loan up to $120.0 million to TV Azteca S.A. de C.V.
(TV Azteca), the owner of a major national television broadcast network in Mexico. In 2000, the Company
loaned TV Azteca $119.8 million. The loan which bears interest at 12.87%, payable quarterly, has been
discounted by the Company, as the fair value interest rate was determined to be 14.25%. As of December 31,
2000 approximately $119.8 million undiscounted ($108.9 million discounted) was outstanding. The term of the
loan is seventy years. The loan may be prepaid by TV Azteca without penalty during the last fifty years of the
agreement. The discount recorded on the note is being amortized to interest income using the effective interest
method over the term of the loan.

Simultaneous with the signing of the loan agreement, the Company also entered into an agreement with TV
Azteca that entitles the Company to assume the marketing responsibility and future economic rights for
approximately 190 broadcasting towers owned by TV Azteca. Under the terms of the agreement the Company
pays TV Azteca $1.5 million annually and is entitled to receive 100% of the revenues generated from leases
with new tenants and is responsible for any incremental operating expenses associated with those new leases
during the term of the loan.

In anticipation of the loan described above, the Company made an interim loan of $60.0 million to TV Azteca in
September 1999. The interim loan, which bore interest at approximately 11%, matured at the closing of the loan
described above and was partially collateralized by the stock of TV Azteca. As of December 31, 1999 the amount
due to the Company in connection with this interim loan was $60.0 million.

An executive officer and director of the Company became a director of TV Azteca in December 1999.

As of December 31, 2000 and 1999, the Company also had several other notes receivable outstanding totaling
approximately $15.0 million and $58.8 million, respectively. These notes bear interest at rates ranging from 7%
to 15% and mature in periods ranging from the earlier of two to three years or upon the consummation of certain
transactions.

6. FINANCING ARRANGEMENTS

Outstanding amounts under the Company’s long-term financing arrangements consisted of the following as of
December 31, (in thousands):

2000 1999
Creditfacilities . . .. ... . $1,350,000 $ 90,000
Convertible notes, netofdiscount. . .. .......................... 920,908 602,259
Notes payable, capital leases and other obligations. . .. ............ 197,315 48,563
Total . .. 2,468,223 740,822
Less current portion. . . .. ...ttt 1178) (4,736)
Long-termdebt. . .. ... . . $2,457,045 $736,086

The following is a description of the Company’s outstanding long-term debt as of December 31, 2000:

Credit Facilities—In January 2000, the Company through its principal operating subsidiaries (Principal
Operating Subsidiaries) completed its amended and restated credit facilities (Amended Credit Facilities). Under
the Amended Credit Facilities (as amended through March 26, 2001), the borrowing capacity of the Company is
up to $2.0 billion, with the option to increase the capacity up to an additional $500.0 million subject to lender
approval. All borrowings under the Amended Credit Facilities are subject to borrowing base restrictions such as
operating cash flow and construction cost levels.
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Components of the Amended Credit Facilities include:
+  $650.0 million revolving credit facility maturing on June 30, 2007;
e $850.0 million multi-draw term loan A maturing on June 30, 2007; and
e $500.0 million term loan B maturing December 31, 2007.

The Amended Credit Facilities are scheduled to amortize quarterly commencing on March 31, 2003 based on
defined percentages of outstanding commitment and principal balances. As of December 31, 2000, the Company
has $850.0 million outstanding under the multi-draw term loan A and $500.0 million outstanding under the term
loan B. Any amounts repaid under the multi-draw term loan A and the term loan B will reduce future borrowing
capacity under these facilities to the extent of the amount repaid.

Interest rates for the revolving credit facility and the multi-draw term loan A are determined at the option of the
Company as either 1.5% to 2.75% above the LIBOR Rate or 0.5% to 1.75% above the defined Base Rate. Interest
rates for the term loan B are determined at either 3.0% to 3.25% above LIBOR or 2.0% to 2.25% above the
defined Base Rate. The Company is required to pay quarterly commitment fees ranging from 0.5% to 1.0% per
annum, depending on the level of facility usage. In addition, the Amended Credit Facilities require compliance
with financial coverage ratios that measure operating cash flow against total debt, interest expense, pro forma
debt service and fixed charges, as defined in the Amended Credit Facilities. The Amended Credit Facilities also
contain financial and operational covenants and other restrictions which the Company must comply with, whether
or not there are borrowings outstanding. Such covenants and restrictions include restrictions on certain types of
acquisitions, indebtedness, liens, capital expenditures, and the ability of the Company to pay dividends and make
other distributions. The borrowers under the Amended Credit Facilities are the Company’s Principal Operating
Subsidiaries. The Company and the restricted subsidiaries (as defined in the Amended Credit Facilities) have
guaranteed all of the loans under our Amended Credit Facilities. These loans are secured by liens on substantially
all assets of the Principal Operating Subsidiaries and the restricted subsidiaries. The Amended Credit Facilities
also restrict the Principal Operating Subsidiaries ability to transfer funds to the Company. Substantially all assets
of the Company are held by the Principal Operating Subsidiaries.

Prior to the consummation of the Amended Credit Facilities described above, the Company maintained credit
facilities that provided for total capacity of $925.0 million. Interest rates under the prior credit facilities were
determined at the option of the Company as either LIBOR plus margin (as defined) or the Base Rate plus margin
(as defined). As of December 31, 1999, the Company had $90.0 million outstanding under the prior credit
facilities. All amounts outstanding under the prior credit facilities were repaid in January 2000 with proceeds
from the Amended Credit Facilities. In connection with the repayment of borrowings under the Company’s prior
credit facilities, the Company recognized an extraordinary loss on extinguishment of debt of approximately
$3.0 million, net of a tax benefit of $2.0 million, in January 2000.

For the years ended December 31, 2000, 1999 and 1998, the combined weighted average interest rate related to
the Company’s amended and prior credit facilities was 9.56%, 7.94%, and 7.97%, respectively. Commitment fees
incurred by the Company related to the amended and prior credit facilities aggregated approximately $9,777,000,
$1,504,000 and $1,172,000 for the years ended December 31, 2000, 1999 and 1998, respectively.

As a result of a reduction in borrowing capacity under prior credit facilities, in October of 1999 associated with
the issuance of the 2.25% and 6.25% convertible notes, the Company recognized an extraordinary loss on
extinguishment of debt during the year ended December 31, 1999 of approximately $1.4 million, net of an income
tax benefit of $0.9 million. The Company also incurred an extraordinary loss on extinguishment of debt of
approximately $1.4 million, net of an income tax benefit of $0.9 million, in 1998 as a result of a refinancing to its
previously existing credit facilities.

5% Convertible Notes-In February 2000, the Company completed a private placement of $450.0 million 5%
Convertible Notes (5% Notes), issued at 100% of their face amount. The 5% Notes mature on February 15, 2010.
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Interest on the 5% Notes is payable semiannually on February 15 and August 15, commencing August 15, 2000.
The indenture governing the 5% Notes does not contain any restrictive covenants.

The 5% Notes are convertible at any time into shares of the Company’s Class A common stock at a conversion
price of $51.50 per share. The Company cannot redeem the 5% Notes prior to February 20, 2003 and the
Company may be required to repurchase all or any of the 5% Notes on February 20, 2007 at their principal
amount, together with accrued and unpaid interest. The Company may, at its option, elect to pay the repurchase
price in cash or shares of Class A common stock or any combination thereof. The 5% Notes rank equally with
the 6.25% and 2.25% Notes described below and are structurally and effectively junior to indebtedness
outstanding under the Amended Credit Facilities. Total net proceeds from the 5% Notes were approximately
$438.7 million. A portion of the proceeds was used to pay off amounts outstanding under the Amended Credit
Facilities. The remaining proceeds were used to finance acquisitions and construction.

As of December 31, 2000 the Company had $450.0 million outstanding under the 5% Notes.

2.25% and 6.25% Convertible Notedn October 1999, the Company completed a private placement of $300.0
million 6.25% Convertible Notes (6.25% Notes), issued at 100% of their face amount and $425.5 million 2.25%
Convertible Notes (2.25% Notes), issued at 70.52% of their face amount (collectively, the “Notes”). The yield
to maturity on the 2.25% Notes is 6.25%, giving effect to the accrued original issue discount and accrued interest.
The Notes mature on October 15, 2009. Interest on the Notes is payable semiannually on April 15 and October
15 of each year, beginning April 15, 2000.

The 6.25% Notes and 2.25% Notes are convertible at any time, at the option of the holder, into the Company’s
Class A common stock at a conversion price of $24.40 per share and $24.00 per share, respectively, subject to
adjustment in certain events. The Company may redeem the Notes at any time on or after October 22, 2002. The
initial redemption price on the 6.25% Notes is 103.125% of the principal amount, subject to ratable declines
immediately after October 15 of each following year to 100% of the principal amount in 2005. The 2.25% Notes
are redeemable incrementally at increasing prices designed to reflect the accrued original issue discount. The
holders have the option of requiring the Company to repurchase all or a portion of the 6.25% Notes on
October 22, 2006 at their principal amount, together with accrued and unpaid interest, and all or a portion of the
2.25% Notes on October 22, 2003 at $802.93, plus accrued and unpaid interest. The Company may elect to pay
the repurchase price on the Notes in cash or shares of Class A common stock. The Notes rank equally with one
another and the 5% Notes and are structurally and effectively junior to indebtedness outstanding under the
Company’s Amended Credit Facilities.

In May of 2000, the Company acquired an aggregate of $87.3 million of the 6.25% Notes and $73.1 million
(face amount) of the 2.25% Notes for an aggregate of 5,724,180 shares of Class A common stock. As an
inducement to the noteholders to convert all or a portion of their holdings, the Company issued an aggregate of
402,414 shares of Class A common stock to such holders in addition to the amounts issuable upon conversion of
those notes as provided in the applicable indentures. The Company made these exchanges pursuant to negotiated
transactions with a limited number of noteholders. As a consequence of those exchanges, the Company recorded
a premium on note conversion of approximately $17.0 million during the second quarter of 2000.

As of December 31, 2000 and 1999 the Company had $470.9 million and $602.3 million outstanding
respectively, under the Notes.

Notes Payable-In connection with a number of acquisitions consummated during 2000, 1999 and 1998, the
Company issued or assumed several notes payable. Such notes approximated $57.2 million and $43.8 million as
of December 31, 2000 and 1999, respectively. These notes bear interest at rates ranging from 7.9% to 12.0% and
mature in periods ranging from approximately two to six years.
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Capital Lease Obligations-The Company’s capital lease obligations expire in periods ranging from less than
one year to approximately fifty years.

Future minimum capital lease payments for the next five years and thereafter are as follows (in thousands):

Year Ending December 31,

2000, . 26977
2002, . 20,387
2003 . 18,830
2004 . . 18,227
2005 . . 16,898
Thereafter. . .. ... 19,B76
Total minimum lease paymeNnts. . . . ... 215,195
Less amounts representing interest. . . . . ... 89,900)
Present value of capital lease obligations. . . ....... ... .. ... .. .. ... .. ... $125,295

Derivative Positions-Under the terms of the Amended Credit Facilities, the Company is required, to enter into

interest rate protection agreements on its variable rate debt. Under these agreements the Company is exposed to

credit risk to the extent that a counterparty fails to meet the terms of a contract. Such exposure is limited to the
current value of the contract at the time the counterparty fails to perform. The Company believes its contracts as
of December 31, 2000 are with credit worthy institutions. As of December 31, 2000, the Company had interest
rate protection agreements outstanding as follows (in thousands):

Notional Interest Fair
Derivative Amount Range Term Value
Interest rate caps. . ...... $364,980 9.00% Expiring 2002
Interest rate swaps. . .. ... 395,000 6.19%-7.00% Expiring 2002 through 2003 $ (7,680)
Interest rate collars. . . .. .. 465,000 5.95%-9.00% Expiring 2002 through 2003 (6,107)
Interest rate swaptions . . . . . .. 290,000 6.00%-6.60% Expiring 2001 1,707
Total . . . $2,0B0)

As of December 31, 2000, aggregate principal payments of long-term debt, including capital leases, for the next
five years and thereafter are estimated to be (in thousands):

Year Ending December 31,

2000, . . e $1,178
20002, . e 1,474
2003, . e 66,493
2004, . . e 202,900
2005, . e 289,953
Thereafter . . .. .. 1,886,225

TOtal . . o e $2,468,223
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7. COMMITMENTS AND CONTINGENCIES

Lease Obligations-The Company leases certain land, office, tower and satellite space under operating leases
that expire over various terms. Many of the leases also contain renewal options with specified increases in lease
payments upon exercise of the renewal option. Escalation clauses present in operating leases, excluding those
tied to CPI, are straight-lined over the initial term of the lease.

Future minimum rental payments under noncancelable operating leases in effect at December 31, 2000 are as
follows (in thousands)

Year Ending December 31,

2000 . . . e $165,994
20002, . e 134,033
2003, . . 94,917
2004 . . . e 65,418
2005 . . e 43,023
Thereafter. . .. .. 200,129

Total .. $703,514

Aggregate rent expense under operating leases for the years ended December 31, 2000, 1999 and 1998
approximated $99,060,000, $23,211,000 and $10,818,000, respectively.

Customer LeasesFhe Company’s lease agreements with its customers vary depending upon the industry.
Escalation clauses present in operating leases, excluding those tied to CPI, are straight-lined over the initial term
of the lease.

Future minimum rental receipts expected from customers under noncancelable operating lease agreements in
effect at December 31, 2000 are as follows (in thousands):

Year Ending December 31,

2000, . . e 234,226
20002, . L e 201,835
2008, . L e 185,334
2004, . . e 165,630
2005, . . e 126,111
Thereafter . . ... e 588,722

Total . . . $1,481,858

Acquisition CommitmentsSee notes 11 and 14.
ATC Separatior-See note 1.

Litigation—The Company periodically becomes involved in various claims and lawsuits that are incidental to its
business. In the opinion of management, after consultation with counsel, there are no matters currently pending
which would, in the event of adverse outcome, have a material impact on the Company’s consolidated financial
position, the results of its operations or liquidity.
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8. RELATED PARTY TRANSACTIONS
2000 and 1999

Chase Manhattan Bank (Chase) is a lender under the Company’s credit facilities and had participation
percentages ranging from 3.14% to 6.67% during 2000 and 1999. Chase is an affiliate of J.P. Morgan Partners,
LLC (JPMP), which indirectly controls J.P. Morgan Partners (BHCA), L.P. (JPLP) and J.P. Morgan Partners
(23ASBIC), LLC (JPSBIC), stockholders of the Company. A director of the Company is an Executive Partner of
JPMP. At December 31, 2000 and 1999 the aggregate principal amount outstanding under the credit facilities
was $1.4 billion and $90.0 million, respectively. Chase’s patrticipation in the credit facilities at December 31,
2000 was 3.14%. Chase’s approximate share of interest and fees paid by the Company pursuant to its various
credit arrangements was $3.2 million, $1.2 million and $0.8 million in 2000, 1999 and 1998, respectively.

In 1999, the Company owned &3 of the outstanding equity of Kline Iron & Steel Co. (Kline). During 1999
the Company purchased approximately $7.4 million of tower steel products from Kline. In 2000, the Company
purchased the remaining equity interest in Kline.

During 2000 and 1999, the Company made demand loans to two executive officers. At December 31, 2000 and
1999 amounts outstanding under the loans approximated $1.0 million and $1.1 million respectively.

1998

In June 1998, American Radio contributed the majority of its corporate fixed assets to the Company (with an
American Radio net book value of approximately $1.4 million). During the period that the Company was a
majority owned subsidiary of American Radio, the Company received revenues of approximately $565,000 from
American Radio for tower rentals at Company-owned sites for the period ending June 4, 1998 (date of the ATC
Separation).

In January 1998, American Radio contributed to the Company nineteen communications sites used by American
Radio and various third parties (with an American Radio aggregate net book value of approximately $4.7
million), and American Radio and the Company entered into leases or subleases of space on the transferred
towers. In May 1998, two additional communications sites were transferred and leases were entered into
following acquisition by American Radio of the sites from third parties. These sites were contributed to the
Company at an aggregate ARS net book value of approximately $0.3 million.

In January 1998, the Company consummated the transactions contemplated by a stock purchase agreement with
certain related parties. (See note 10).
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9. INCOME TAXES

The income tax benefit (provision) from continuing operations was comprised of the following for the years
ended December 31, (in thousands):

2000 1999 1998
Current:
Federal . ..o $(116,322)
] = (= (18,866)
FOrBIgN . o .o .$(1,220)
Deferred:
Federal . . . ..o 68,582 $1,029 (8,407)
S . o ot 8,560 148 (841)
FOrBIgN . o o 58
Add:
Deferred tax assets related to corporate tax restructuring. . .. ................. 150,150
Less:
Benefit from disposition of stock options recorded to additional paid-in capital . ... (10,266) (1,449) (1,223)
Valuation allowance . . ... ..o (6,000)
Income tax benefit (Provision). . . . ... ..ot $59,656 $ (214) $ 4,491

A reconciliation between the U.S. statutory rate from continuing operations and the effective rate was as follows
for the years ended December 31,

2000 1999 1998
StatULOrY TaX FALE. . . . o oottt 35% 35% 35%
State taxes, net of federal benefit. . . . ... .. .. . 5 5 4
Non-deductible tower separation EXPENSES . . . . . .t v vttt e (11)
Nondeductible intangible amortization and premium on note conversion . ... ......... (24) (42) (16)
Other (including valuation allowance). . . .. ... i 2 2 1
Effective taX rate . . . . . . oo e 24% % 11%

The components of the net deferred tax asset and related valuation allowance are as follows (in thousands):

2000 1999
Current assets:
Allowances, accruals and other items not currently nondeductible. . . .. .................. $ 15,166 $ 1,718
Long-term items:
Assets:
Basis step-up from corporate restructuring. . . . .. .......... .t 120,042 $133,380
Net operating [0SS carry-forwards . . . . ...ttt e 175,859 63,070
1 13- 716 152
Liabilities:
Depreciation and amortization. . . .. ... .o v o (150,222) (82,350)
SUBLOLAL . . . o oot e $146,395 $114,252
Less: Valuation alloWanCe . . . ... oottt e e (6,000)
Net long-term deferred tax assetS. . . . .. ..ottt et e $140,395 $114,252
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At December 31, 2000, the Company has net federal and state operating loss carry-forwards available to reduce
future taxable income of $437.7 million. These loss carry-forwards, if not utilized, expire at various dates through
2020.

During 2000, the Company recorded a $6.0 million deferred tax asset valuation allowance related to a portion of
its state net operating loss carry-forward. Management believes that sufficient uncertainty exists regarding the
realizability of these items to warrant such allowance. In the opinion of management, all other deferred tax assets
are more likely than not recoverable.

10. STOCKHOLDERS' EQUITY
Preferred Stock

As of December 31, 2000 the Company was authorized to issue up to 20.0 million shares of $0.01 par value
preferred stock. As of December 31, 2000 and 1999 there were no preferred shares issued or outstanding.

Common Stock

As of December 31, 2000 the Company was authorized to issue up to 500.0 million shares of its $.01 par value
per share Class A common stock, 50.0 million shares of its $.01 par value per share Class B common stock and
10.0 million shares of its $.01 par value per share Class C common stock. The Class A and B common
stockholders are entitled to one and ten votes per share, respectively. The Class C common stock is non-voting.
In addition, holders of Class B and C common stock may exchange their shares on a one-to-one basis for shares
of Class A common stock. During the years ended December 31, 2000, 1999 and 1998, holders of Class B and
Class C common stock exchanged 613,286, 1,192,354 and 469,576 of their shares, respectively, for shares of
Class A common stock.

The following is a summary of the Company’s principal equity transactions during the years ended December
31, 2000, 1999 and 1998. See note 11 of the consolidated financial statements for issuances of common stock in
connection with the Company’s acquisitions.

2000

In June 2000, the Company completed a public offering of 12,500,000 shares of its Class A common stock, at
$41.125 per share. The Company’s net proceeds of the offering (after deduction of the offering expenses) were
approximately $513.9 million. The Company used the proceeds to reduce borrowings under the Amended Credit
Facilities and to finance acquisitions and the construction of towers, as well as for general working capital
purposes.

1999

In February 1999, the Company completed a public offering of 25,700,000 shares of Class A common stock,
(including 1,700,000 shares sold by the Company pursuant to the exercise in full of the underwriters’ over-
allotment option) at $25.00 per share. The Company’s net proceeds of the offering (after deduction of the
underwriting discount and offering expenses) were approximately $618.0 million. The Company used such
proceeds, together with borrowings under its prior credit facilities, to fund acquisitions and construction

activities.

In February 1999, the Company consummated the sale of 500,000 shares of Class A common at $26.31 per share.
The Company’s net proceeds of the offering were approximately $13.2 million. The Company used such
proceeds, together with borrowings under its prior credit facilities, to fund acquisitions and construction
activities.

1998
In July, 1998, the Company completed its initial public offering of 27,861,987 shares of Class A common stock,
(including 2,361,987 shares sold by the Company pursuant to the exercise in full of the underwriters’ over-
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allotment option) at $23.50 per share. The Company’s net proceeds of the offering (after deduction of the
underwriting discount and offering expenses) were approximately $625.0 million. On July 9, 1998, the Company
used approximately $306.1 million of the net proceeds from the offering to redeem all of the outstanding shares
of the Interim Preferred Stock described below. The balance was used, together with borrowings under the prior
credit facilities, to fund acquisitions and construction activities.

In June 1998, the Company merged with a company owning a broadcasting tower in the Boston, Massachusetts
area and issued 720,000 shares of Class A common stock valued at approximately $18.0 million. Under a put
agreement that was executed in connection with the merger, the sellers had the right to require the Company to
purchase, at any time prior to June 5, 1999, any or all shares of Class A common stock received pursuant to
consummation of the merger for a purchase price equal to the then current market price. On June 5, 1999, the
sellers’ right to require the Company to purchase shares of common stock expired. Accordingly, all unsold shares
as of that date (336,250) were reclassified from Redeemable Class A common stock to common stock and
additional paid in capital.

In June 1998, the Company entered into a stock purchase agreement (the Interim Financing Agreement) with
respect to a preferred stock financing, which provided for the issuance and sale by the Company of up to $400.0
million of Series A Redeemable Pay-In-Kind Preferred Stock (the Interim Preferred Stock) to finance the
Company’s obligation to CBS with respect to tax reimbursement. The Company issued $300.0 million of Interim
Preferred Stock, which accrued dividends at a rate equal to the three-month LIBOR then in effect (approximately
5.69%) plus an agreed upon adjustable spread (5.0% for the period in which the obligation was outstanding).
Due to the short term nature of the issue, accrued dividends were recorded as interest expense in the
accompanying consolidated financial statements. Such interest expense approximated $3.1 million for the year
ended December 31, 1998. The Interim Preferred Stock was redeemed in July 1998 at a redemption price equal
to $1,010 per share plus accrued and unpaid dividends for an aggregate redemption value of $306.1 million. The
Company incurred an extraordinary loss of approximately $7.5 million, net of a tax benefit of $5.0 million,
during the third quarter of 1998, representing the write-off of certain commitment, deferred financing and
redemption fees.

In January 1998, the Company consummated the transactions contemplated by the stock purchase agreement (the
ATC Stock Purchase Agreement), dated as of January 8, 1998, with Steven B. Dodge, Chairman of the Board,
President and Chief Executive Officer of American Radio and the Company, and certain other officers and
directors of American Radio (or their affiliates or family members or family trusts), pursuant to which those
persons purchased 8.0 million shares of the Company’s common stock at a purchase price of $10.00 per share
for an aggregate purchase price of approximately $80.0 million, including 4.0 million shares by Mr. Dodge for
$40.0 million. Payment of the purchase price was in the form of cash aggregating approximately $30.6 million
and in the form of notes aggregating approximately $49.4 million which were repaid upon the consummation of
the ATC Separation.

Stock Issued for Acquisitions and Subsequent evefee note 11 of the consolidated financial statements for
issuances of warrants and common stock in connection with the Company’s acquisitions and note 14 for a
description of common stock issued in connection with the equity offering consummated in January 2001.

Stock Option Plans-The Company maintains a stock option plan for directors, officers and employees (the
Plan), which provides for non qualified and incentive stock options. Exercise prices in the case of incentive stock
options are not less than the fair market value of the underlying common stock on the date of grant. Exercise
prices in the case of non-qualified stock options are set at the discretion of the Company’s Board of Directors
(which to date has not been less than the fair market value on the date of grant).
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The option pool under the Plan consists of an aggregate of 24,000,000 shares of common stock. In addition to
the 24,000,000 shares authorized under the Plan, options to purchase approximately 2,300,000 million shares of
common stock were outstanding as of December 31, 2000 outside of the Plan. Options outside the Plan are the
result of the exchange of certain American Radio options that occurred pursuant to the ATC Separation and the
assumption of certain options that occurred pursuant to the mergers of OmniAmerica, Inc, and American Tower
Corporation as described in note 11. Each unexercised option to purchase shares of American Radio, Omni
America and Old ATC common stock held by persons who became directors or employees of the Company were
exchanged or converted into the Company’s options. All options were exchanged or converted in a manner that
preserved the spread in such options between the option exercise price and the fair market value of the common
stock and the ratio of the spread to the exercise price prior to such conversion.

Option grants vest ratably over various periods, generally three to five years, commencing one year from the
date of grant. Option grants generally expire ten years from the date of grant.

The following table summarizes the Company’s option activity for the periods presented:

Weighted Average Options

Options Exercise Price Exercisable
Outstanding as of January 1,1998. . .................. 931,332 $ 4.16 252,640
Granted. . ... 8,371,700 16.16
Transferred — American Radio (&). . . .. ............... 1,862,806 6.21
Transferred — Old ATC Merger (). . . . oo o ovvv v 1,252,364 2.29
EXercised. . . ... ... (1,103,213) 2.48
Cancelled. . . ... .. _ (226,894) 8.80
Outstanding as of December 31,1998. . ............... 1,088,095 13.43 1,513,639
Granted. . . ... 5,391,450 22.72
Transferred — OmniAmerica Merger (@). . . . ............ 971,850 13.83
EXercised. . . ... .. (314,305) 13.43
Cancelled. . . ... ... . (419,848) 20.72
Outstanding as of December 31,1999. . ............... 16,717,242 16.23 4,132,562
Granted. . ... 7,092,350 32.77
Exercised. . . ... .. (1,517,928) 15.45
Cancelled. . . ... . 693,525) 27.72
Outstanding as of December 31, 2000. . ............... 21,598,139 $21.35 5,781,018

(a) Represents options outside the Plan
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The following table sets forth information regarding options outstanding at December 31, 2000:

Options Outstanding Options Exercisable
Outstanding Weighted Average
Number of Range of Exercise Weighted Average Remaining Life Options Weighted Average
Options Price Per Share Exercise Price Per Share (Years) Exercisable Exercise Price Per Share
2,617,762 $ 2.05-$ 9.09 $ 5.47 5.53 2,160,246 $ 4.99
2,798,132 10.00- 10.00 10.00 7.01 1,085,050 10.00
4,083,784 10.91- 21.13 17.82 7.56 1,185,201 16.61
2,577,231 21.38- 23.75 22.89 8.10 748,731 23.23
2,361,250 23.81- 23.81 23.81 8.86 462,010 23.81
424,480 24.31- 30.38 26.75 8.93 64,780 25.74
4,930,400 30.63- 30.63 30.63 9.72 75,000 30.62
1,785,600 30.69- 46.38 37.87 9.48
19,500 46.75- 48.87 48.83 9.20
21,598,139 $ 2.05-$48.87 $21.35 8.13 5,781,018 $12.74

ATC Teleports Stock Option PlarBdring 1999, Verestar, Inc.’s (Verestar, formerly ATC Teleports, Inc.) Board

of Directors approved the formation of the ATC Teleports Stock Option Plan (ATC Teleports Plan) which
provides for the issuance of options to officers, employees, directors and consultants of the Company’s wholly
owned subsidiary Verestar. The ATC Teleports Plan limits the number of shares of common stock which may be
granted to an aggregate of 1,000,000 shares. During 2000, Verestar, granted 809,400 options to purchase shares
of Verestar common stock to officers, directors and employees. Such options were issued at one time with an
exercise price of $7.75 per share. The exercise price per share was at fair market value based on an independent
appraisal performed at the Company’s request. The fair value of ATC Teleports Plan options granted during 2000
were $1.97 per share. Options granted vest based on the discretion of Verestar’s Board of Directors and expire
ten years from the date of grant. No options under the ATC Teleports Plan were exercised in 2000 and none
were exercisable as of December 31, 2000.

Pro Forma Disclosure-As described in note 1, the Company uses APB. No. 25 to account for equity grants and
awards to employees. Accordingly, there is no compensation cost related to option grants reflected in the
accompanying consolidated financial statements. Had the Company used the fair value method, as prescribed in
SFAS No. 123, to measure compensation for grants under all plans made in 2000, 1999 and 1998, the reported
net loss and basic and diluted loss per common share would have been as follows (in thousands, except per share
amounts):

2000 1999 1998
NELIOSS . v e $(245,814) $(87,221) $(62,439)
Basic and diluted earnings pershare.................... $ (1.46) $ (0.58) $ (0.78)

The “fair value” of each option grant is estimated on the date of grant using the Black-Scholes option pricing
model. The weighted average fair values of the Company’s options granted during 2000, 1999 and 1998 were
$18.19, $13.14 and $15.50 per share, respectively. Key assumptions used to apply this pricing model are as

follows:
2000 1999 1998

Approximate risk-free interest rate (both the Company and ATC Teleports

PlaNS). . . . e 5.95% 5.7% 5.5%
Expected life of option grants (both the Company and ATC Teleports

PlaNS). . . . e yBars 5years b5 years
Expected volatility of underlying stock (the Company plan). . ... ... 68.0% 72.0% 177.5%
Expected volatility of underlying stock (ATC Teleports plans). . .. .. N/A N/A N/A
Expected dividends (both the Company and ATC Teleports plans). . N/A N/A N/A
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Employee Stock Purchase Plaburing 2000, the Company established an employee stock purchase plan for all
eligible employees. Under the plan, shares of the Company’s common stock may be purchased at six-month
intervals at 85% of the lower of the fair market value on the first or the last day of each offering period.
Employees may purchase shares having a value not exceeding 15% of their gross compensation during an
offering period and may not purchase more than $25,000 worth of stock in a calendar year (based on market
values at the beginning of each offering period). During 2000, employees purchased 33,794 shares at $25.61 per
share. At December 31, 2000, 4,966,206 shares remain reserved for future issuance.

11. ACQUISITIONS

General—The acquisitions consummated during 2000, 1999 and 1998 have been accounted for under the
purchase method of accounting. The aggregate purchase price has been allocated to the net assets acquired,
(principally tangible and intangible assets), and the liabilities assumed based on estimated fair values at the date
of acquisition. For certain acquisitions, the consolidated financial statements reflect preliminary allocations of
purchase price, as appraisals of the net assets acquired have not been finalized. The Company does not expect
any changes in depreciation and amortization resulting from the finalization of these appraisals to be material to
its consolidated results of operations.

2000 Acquisitions-Buring the year ended December 31, 2000, the Company consummated more than 60
transactions involving the acquisition of various communications sites and related businesses and several satellite
and fiber network access services businesses for a purchase price of approximately of $1.8 billion. This purchase
price includes approximately $1.4 billion in cash, the issuance of approximately 4.5 million shares of Class A
common stock and options valued at approximately $164.0 million, warrants to purchase approximately 3.0
million shares of Class A common stock valued at $63.5 million and the assumption of $59.2 million of debt.
Total purchase price allocated to goodwill was approximately $426.8 million. The principal transactions were as
follows:

AirTouch transaction- August 1999, the Company agreed to lease on a long-term basis up to 2,100 towers
located throughout the United States from AirTouch Communications, Inc. (now part of Verizon Wireless Inc.),
(AirTouch). The Company’s cumulative lease payments, based on 2,100 towers, aggregate $800.0 million in cash
payable in part upon each closing and the issuance of five-year warrants to purchase 3.0 million shares of Class
A common stock at $22.00 per share. At various closings in 2000, the Company leased 1,801 towers, paid
AirTouch approximately $686.1 million in cash and issued warrants for approximately 3.0 million shares of its
Class A common stock. It is expected that the Company will not close on approximately 150 of the towers
included in the initial agreement. The remaining closings are expected to occur in the first and second quarters
of 2001, as the initial term of the agreement was extended through April 2001. The Company has accounted for
the AirTouch transaction as a purchase of assets.

AT&T transaction—+n September 1999, the Company agreed to purchase up to 1,942 towers from AT&T. These
towers are located throughout the United States and were constructed by AT&T for its microwave operations.
The purchase price is $260.0 million in cash, subject to adjustment if all towers are not purchased. At various
closings in 2000, the Company acquired 1,929 towers and paid AT&T $258.1 million. It is expected that the
Company will close on any remaining towers in the first quarter of 2001.

Management has concluded that a portion of the towers acquired in the AT&T transaction will not be marketable
for wireless colocation and has recorded those towers at net realizable value. Accordingly, the Company has
committed to a plan to dispose of these towers, which it is currently in the process of implementing. In
connection with this Plan, the Company has recorded a liability of $2.0 million related to the disposition of these
towers. For the year ended December 31, 2000 approximately $0.8 million has been charged against this accrual.
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UNISite merger-n January 2000, the Company consummated its merger with UNISite, Inc. (UNISite). The
purchase price was approximately $196.4 million, which included payment of $147.7 million in cash and the
assumption of $48.7 million of debt. In February 2000, the Company repaid the debt assumed in connection with
the UNISite transaction. Such repayment was at a premium of the outstanding principal balance. Accordingly,
the Company recognized an extraordinary loss of $1.3 million (net of an income tax benefit of $0.9 million)
from the extinguishment of this debt in the first quarter of 2000.

USEI merger—n June 2000, the Company consummated its merger with U.S. Electrodynamics, Inc. (USEI).

The purchase price consisted of approximately 1.1 million shares of Class A common stock, $33.2 million in
cash and vested options to purchase 0.4 million shares of Class A common stock. The acquisition involved
around-the-clock teleport facilities in the Pacific Northwest, the Southwest and the Northeast, with a total of 52
antennas that access satellites covering the continental United States and Pacific Ocean region.

General Telecom acquisitionka-June 2000, the Company consummated the stock purchase of General Telecom,
Inc. (General Telecom). The purchase price consisted of approximately $28.8 million in cash. The Company’s
acquisition of General Telecom provides it with independent partition voice switching capabilities and network

management services at three major voice communications gateways in New York, Miami and Los Angeles.

Publicom transaction+a October 2000, the Company consummated the purchase of Publicom Corporation
(Publicom) and its affiliates. The aggregate purchase price was approximately $31.4 million, which included a
payment of approximately $14.5 million in cash and the issuance of approximately 0.4 million shares of Class A
common stock. Publicom and its affiliates distribute satellite and telecommunications equipment via strategic
vendor relationships with established equipment providers. Publicom also provides wholesale Internet Service
Provider (ISP) services.

InterPacket Networks mergetr-December 2000, the Company consummated its merger with InterPacket
Networks, Inc. (InterPacket). Total merger consideration was approximately $63.5 million and included
approximately $21.4 million in cash and the issuance of approximately 1.1 million shares of Class A common
stock. InterPacket is a leader in providing international ISPs low-cost Internet access via a global satellite overlay
network. InterPacket’'s customer base includes companies primarily in Africa, the Middle East, Latin America
and Asia.

1999 Acquisitions-During the year ended December 31, 1999, the Company consummated more than 60
transactions involving the acquisition of various communications sites, service providers and satellite and fiber
network access services assets for an estimated purchase price of approximately $1.2 billion. This purchase price
includes the issuance of approximately 20.7 million shares of Class A common stock valued at $430.8 million.
The principal transactions were as follows:

OmniAmerica mergerIn February 1999, the Company consummated its merger with Omni America Inc.
(Omni). Omni owned or co-owned 223 towers in 24 states. Omni also offered nationwide turnkey tower
construction and installation services and manufactured wireless infrastructure components. Total merger
consideration was $462.0 million, consisting of the issuance of 16.8 million shares of Class A common stock
and the assumption of $96.6 million of debt. The Company also assumed certain Omni employee stock options
that were converted into options to purchase approximately 1.0 million shares of the Company’s Class A
common stock.

TeleCom mergerIn February 1999, the Company consummated its merger with TeleCom Towers, LLC
(TeleCom). TeleCom owned or co-owned approximately 271 towers and managed 121 revenue-generating sites in
27 states. The aggregate merger consideration was $194.6 million, consisting of the payment of $63.1 million in
cash, the issuance of 3.9 million shares of Class A common stock and the assumption of $48.4 million in debt.

Triton PCS acquisition-In September 1999, the Company acquired 187 wireless communications towers from
Triton PCS for $70.7 million in cash.
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ICG transactior—In December 1999, the Company acquired ICG Satellite Services and its subsidiary, Maritime
Telecommunications Network, Inc., (collectively, ICG), for $100.0 million in cash. The acquisition involved a
major around-the-clock teleport facility in New Jersey and a global maritime telecommunications network
headquartered in Miramar, Florida. ICG provides Internet, voice, data and compressed video satellite services to
major cruise lines, the U.S. military, Internet-related companies and international telecommunications customers.

1998 Acquisitions-During the year ended December 31, 1998, the Company acquired various communications
sites and a major site acquisition business for an aggregate purchase price of approximately $853.8 million,
including the issuance of approximately 36.3 million shares of Class A common stock valued at approximately
$382.6 million. The principal transactions were as follows:

Gearon mergerIn January 1998, the Company acquired all of the outstanding stock of Gearon & Co. Inc.
(Gearon), for an aggregate purchase price of approximately $80.0 million. Gearon was engaged in site
acquisition, development and construction and facility management of wireless network communication
facilities. The purchase price consisted of approximately $32.0 million in cash and the issuance of approximately
5.3 million shares of Class A common stock .

OPM merger—In January 1998, the Company acquired OPM-USA-INC. (OPM), a company that owned and
developed communications towers, for approximately $70.0 million in cash.

ATC merge—On June 8, 1998, the Company consummated its merger with American Tower Corporation
(ATC merger). The total purchase price was approximately $425.8 million. At the time of closing, the acquired
company owned approximately 775 communications towers and managed approximately 125 communications
towers. In conjunction with the ATC merger, the Company issued 28.8 million shares of Class A common stock
valued at approximately $287.8 million (excluding 1,252,364 shares of common stock reserved for options held
by former employees of the acquired company valued at approximately $9.7 million) and assumed approximately
$4.5 million of redeemable preferred stock (which was paid at closing) and $122.7 million of debt (of which
approximately $118.3 million, including interest and associated fees, was paid at closing). Upon consummation
of the ATC merger, the Company changed its name from American Tower Systems Corporation to American
Tower Corporation.

Grid/Wauka/other transactiaa—In October 1998, the Company acquired approximately 300 towers and certain
tower related assets in six transactions for an aggregate purchase price of approximately $100.2 million. These
transactions included the acquisition of Wauka Communications, Inc. and the assets of Grid Site Services, Inc.

Unaudited Pro Forma Operating ResultsThe operating results of the 2000 and 1999 acquisitions have been
included in the Company’s consolidated results of operations from the date of acquisition. The following
unaudited pro forma summary presents the consolidated results of operations as if the acquisitions had occurred
as of January 1, 1999, after giving effect to certain adjustments, including depreciation and amortization of assets
and interest expense on debt incurred to fund the acquisitions. This unaudited pro forma information has been
prepared for comparative purposes only and does not purport to be indicative of what would have occurred had
the acquisitions been made as of January 1 of each of the periods presented or results which may occur in the
future.

2000 1999

(In thousands, except per
share data-unaudited)

Operating reVENUES . . . . . . oottt $860,672 $625,598
Loss before extraordinary losses. . . ........ ... i g9,241) (206,158)
NEt 0SS . . o 24B8,579)  (207,530)
Basic and diluted loss percommonshare. . .................... 1.42) (1.32)
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12. SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental cash flow information and noncash investing and financing activities are as follows (in thousands):

2000 1999 1998
Supplemental cash flow information:
Cash paid during the period for interest (including amounts
capitalized). . . ... . $140,251 $22,160 $23,011
Cash paid during the period for income taxes (including amounts
Paidto CBS). . . ... 4,335 2,242 212,196
Noncash investing and financing activities:
Issuance of common stock, warrants and assumption of options for
ACqUISILIONS . . . .o 227,507 448,036 392,226
Treasury stock transactions. . . . .......... ..., 2,812 1,528
Conversion of convertiblenotes . . . ..................... 136,399
Capital leases . .. ... e 77,427 4,518
Corporate tax restructuring. . . . ... 150,150
(Decrease) increase in due to CBS Corporation from estimated
remaining tax liabilities. . .. ........... ... ... ... . .. ... (12,003) 66,736
Property, equipment and other assets transferred from American
Radio. . ... 6,489
Accrual for final payment for OPM Merger. . .............. 21,914
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13. BUSINESS SEGMENTS

The Company operates in three business segments: rental and management (RM), network development services
(services), and satellite and fiber network access services (formerly internet, voice, data and video transmission
services) (SFNA). The RM segment provides for the leasing and subleasing of antennae sites on multi-tenant
towers and other properties for a diverse range of customers in the wireless communication and broadcast and
other industries. The Services segment offers a broad range of services, including radio frequency engineering,
network design, site acquisition, zoning and other regulatory approvals, construction, component part sales and
antennae installation. The SFNA segment offers satellite and fiber network services to telecommunications
companies, internet service providers, broadcasters and maritime customers.

The accounting policies applied in compiling segment information below are similar to those described in note 1.

In evaluating financial performance, management focuses on Operating Profit (Loss), excluding depreciation and
amortization, tower separation, development and corporate general and administrative expenses. This measure of
Operating Profit (Loss) is also before interest expense, interest income and other, net, premium on note
conversion, minority interest in net earnings of subsidiaries, income taxes and extraordinary losses. For reporting
purposes the RM segment includes interest income-TV Azteca, net for the year ended December 31, 2000.

The Company’s reportable segments are strategic business units that offer different services. They are managed
separately because each segment requires different resources, skill sets and marketing strategies. Summarized
financial information concerning the Company’s reportable segments as of and for the years ended
December 2000, 1999 and 1998 is shown in the following table. The “Other” column below represents amounts
excluded from specific segments, such as income taxes, extraordinary losses, corporate general and
administrative expense, tower separation expense, development expense, depreciation and amortization, interest
expense, interest income and other net, premium on note conversion and minority interest in net earnings of
subsidiaries. In addition, the Other column also includes corporate assets such as cash and cash equivalents,
tangible and intangible assets and income tax accounts which have not been allocated to specific segments. All
amounts shown are in thousands.

RM Services SFNA Other Total

2000

Revenues . ............iiinn... $78,153 $311,921 $145,201 $ 735,275
Operating profit (I0ss). . . . .............. 151,592 37,152 35,136 $(418,508)  (194,628)
ASSEtS . .. 3,861,060 723,262 640,913 435,444 5,660,679
Capital expenditures. . . ................ 491,343 19,402 25,560 12,686 548,991
Depreciation and amortizatian . . ... ... ... 21,432 41,018 27,074 3,836 283,360
1999

Revenues . ..., $35,303 $ 90,416  $32,362 $ 258,081
Operating profit (loss) . . .. .............. 72,862 21,098 8,264 $(152,951) (50,727)
ASSELS. oo 1,847,847 505,018 229,260 436,741 3,018,866
Capital expenditures. . .. ............... 271,231 4,588 15,835 2,588 294,242
Depreciation and amortizatian . . ......... 98,011 25,991 7,264 1,273 132,539
1998

Revenues . ............. ..o, $60,505 $ 23,315 $ 19,724 $ 103,544
Operating profit (loss) . . .. .............. 31,050 3,836 6,907 $ (88,635) (46,842)
ASSELS. oo 1,031,426 91,444 64,359 315,114 1,502,343
Capital expenditures. .. ................ 18,926 61 3,405 4,063 126,455
Depreciation and amortizatian . . ......... 39,568 7,038 4,887 571 52,064
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Summarized geographical information related to the Company’s operating revenues and long-lived assets as of
and for the year ended December 31 is as follows (in thousands):

2000 1999

Operating Revenues:
United States . . ...ttt #29,161 $ 258,081

MEXICO . o o 6,114

Total Operating rEVENUES. .« . . oo oo et e et et e e e e e 35,275 $ 258,081

Long-Lived Assets:
United States . . . ..ottt $4,685,754 $2,489,870
MEXICO . o ottt 161597 6,373
Total long-lived assets. . . . ... . $4,802,351 $2,496,243

The Company did not maintain operations or long-lived assets internationally prior to 1999.

For the year ended December 31, 1999, one customer within the rental and management and services segments,
accounted for approximately 17% of the Company’s consolidated operating revenues. No single customer
accounted for more than 10% of consolidated operating revenues for the years ended December 31, 2000 or
1998.

14. SUBSEQUENT EVENTS

The following is a description of significant transactions involving the Company subsequent to December 31,
2000:

Financing Transactions:

Equity offering—n January 2001, the Company completed a public offering of 10.0 million shares of its Class A
common stock at $36.50 per share. The net proceeds of the offering (after deduction of offering expenses) were
approximately $360.8 million. Proceeds from the offering will be used to finance the construction of towers, fund
pending and future acquisitions and for general corporate purposes.

938% Senior Notes offering+ January 2001, the Company completed a private notes placement of $1.0 billion
9%% Senior Notes (Senior Notes), issued at 100% of their face amount. The Senior Notes mature on February 1,
2009. Interest on the Senior Notes is payable semiannually on February 1 and August 1, commencing on
August 1, 2001. The indenture governing the Senior Notes contains certain restrictive convenants including
restrictions on the Company’s ability to incur more debt, guarantee debt, pay dividends and make certain
investments. Proceeds from the Senior Notes placement will be used to finance construction of towers, fund
pending and future acquisitions and for general corporate purposes.

Mexican credit facility—n February 2001, the Company’s Mexican subsidiary consummated a loan agreement
that will provide for borrowings of $95.0 million (U.S. Dollars). If additional lenders are made party to the
agreement, the size of the facility may increase to $140.0 million. The Company has committed to loan its
Mexican subsidiary up to $45.0 million if additional lenders are not made party to the agreement. The Company’s
committment will be reduced on a dollar-for-dollar basis if additional lenders join the loan agreement. This
facility requires the maintenance of various covenants and ratios and is guaranteed and collateralized by all of
the assets of the Mexican subsidiary. Interest rates on the loan are determined at the Mexican subsidiary’s option
at either LIBOR plus margin or the Base Rate plus margin (as defined in the agreement). Amounts borrowed
under the loan will be due in 2003.
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Pending Transactions:

ALLTEL transaction-th December 2000, the Company entered into an agreement to acquire the rights from
ALLTEL to up to 2,193 communications towers through a 15-year sublease agreement. Under the agreement,
the Company will sublease these towers for consideration of up to $657.9 million in cash. ALLTEL also granted
the Company the option to acquire the rights through sublease agreements, to approximately 200 additional
towers to be selected by the Company on a site-by-site basis for cash consideration of up to $300,000 per tower.
As the anchor tenant on the towers, ALLTEL will pay a site maintenance fee of $1,200 per tower per month,
escalating at a rate equal to the lower of 5% per annum or the increase in the Consumer Price Index plus 4% per
annum.

Under the agreement with ALLTEL, the Company will have the option to purchase the towers at the end of the
15-year sublease term. The purchase price per tower will be $27,500 plus interest accrued at 3% per annum. At
ALLTEL'’s option, this price will be payable in cash or with 769 shares of the Company’s Class A common stock

in the case of approximately 1,900 of the towers. In the case of the approximately 300 other towers and any of
the 200 additional towers that the Company subleases, the per tower purchase price at the end of the sublease
term is subject to adjustment based on the cash consideration paid for the sublease and the Company’s Class A
common stock price on the date the Company agrees to the tower sublease terms. The Company expects the
transaction to close incrementally beginning in the second quarter of 2001.

Other transactions-In addition to the above, the Company is party to various agreements relating to the
acquisition of assets and businesses from third parties (including certain remaining portions of the AirTouch and
AT&T transactions) for an estimated aggregate purchase price of approximately $106.0 million. The Company is
also pursuing the acquisitions of other properties and businesses in new and existing locations, although there
are no definitive material agreements with respect thereto.
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15. INFORMATION PRESENTED PURSUANT TO THE INDENTURE FOR THE 9 %% SENIOR
NOTES (UNAUDITED)

The following table sets forth information that is presented solely to address certain reporting requirements
contained in the indenture for our Senior Notes. This information presents certain financial data of the Company
on a consolidated basis and on a restricted group basis, as defined in the indenture governing the Senior Notes.
All of the Company’s subsidiaries are part of the restricted group, except its wholly owned subsidiary Verestar.

Consolidated Restricted Group
Year Ended December 31, Year Ended December 31,
2000 1999 2000(1) 1999(1)

(in thousands)
Statement of Operations Data:

Operating revenuUES. . . . ..ot $35,275 $258,081 $ 590,074 $225,719

Operating expenses:
Operating expenses excluding depreciation and
amortization, development and corporate general

and administrative expenses. .. ............ 524,074 155,857 414,009 131,759
Depreciation and amortization. . . ............. 283,360 132,539 256,286 125,275
Developmentexpense. . . ..........c.ovvuun.. 14,517 1,607 14,433 1,406
Corporate general and administrative expense. . . 14,958 9,136 14,958 9,136

Total operating expenses . . .. ..., 836,909 299,139 699,686 267,576
Loss fromoperations . .. ........... . ... (101,634) (41,058) (109,612) (41,857)
Interest expense. . . ... .. (156,839) (27,492) (155,006) (27,487)
Interest income and other,net . .. ................ 13,018 17,695 12,661 17,632
Interest income-TV Azteca, net of interest expense of

$1,0471In2000. .. ... 12,679 1,856 12,679 1,856
Premium on note conversian . . .................. (16,968) (16,968)
Minority interest in net earnings of subsidiaries. . . . .. (202) (142) (202) (142)
Loss before income taxes and extraordinary losses. $(249,946)  $(49,141) $(256,448)  $(49,998)

December 31, 2000

Restricted
Consolidated Group

(in thousands)

Balance Sheet Data:

Cashandcashequivalents. .. ........ ... ... . .. .. $2,038 $ 66,547
Property and equipment, net. . .. ... ... ... 2,296,670 2,013,270
Total @SSEtS . . . ot e 5,660,679 5,019,766
Long-term obligations, including current portion. . . . ...................... 2,468,223 2,355,911
Net debt(2). . . ..o 2,386,185 2,289,364
Total stockholders’ equity. . . ... ... . 2,877,030 2,877,030

(1) Corporate overhead allocable to Verestar, Inc. and interest expense related to intercompany borrowings to Verestar, Inc. (unrestricted
subsidiary) have not been excluded from results shown for the restricted group.
(2) Net debt represents long-term obligations, including current portion, less cash and cash equivalents.
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16. SELECTED QUARTERLY FINANCIAL DATA (UNAUDITED)

Selected quarterly financial data for the years ended December 31, 2000 and 1999 is as follows:

Three Months Ended
March 31, June 30, September 30, December 31}
(in thousands, except per share data)

2000:
Operating revVeNUES. . . ... oo vttt i i i e e 45,517 $167,047 $208,958 $243,753
GrOSS PrOfit . . v ottt e (23,808) (26,985)  (20,904) (29,937)
Loss before extraordinary losses . . ............... (37,660) (58,632) (39,527) (54,471)
NEEIOSS. . v o ettt e (41,998) (58,632)  (39,527) (54,471)
Basic and diluted loss per common share amounts:
Loss before extraordinary losses. . ............ ($0.24)  ($0.36) ($0.22) ($0.30)
Netloss . ..ot ($0.27)  ($0.36) ($0.22) ($0.30)
1999:
Operating revenUES. . . . . ..o ¥2,408 $ 59,153 $ 67,539 $ 88,981
Grossprofit. . ... ... . . . (9,271) (10,136) (10,332) (11,319)
Loss before extraordinary losses . . ............... (9,500) (9,883) (13,091) (16,881)
NetlosS. . .o (9,500)  (9,883) (13,091) (18,253)
Basic and diluted loss per common share amounts:
Loss before extraordinary losses. . . ........... ($0.07) ($0.06) ($0.08) ($0.11)
Netloss . ... ($0.07) ($0.06) ($0.08) ($0.12)

(1) During the fourth quarter of 2000 the Company recorded a specific charge for a bad debt reserve of approximately $7.0 million.

* Kk Kk k
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2000 FIRST QUARTER

High $55.50 Low $28.56
Second Quarter

High $50.44 Low $36.31
Third Quarter

High $47.63 Low $27.63
Fourth Quarter

High $42.44 Low $28.75

1999 FIRST QUARTER

High $30.25 Low $20.50
Second Quarter

High $26.88 Low $20.50
Third Quarter

High $26.00 Low $19.50
Fourth Quarter

High $33.25 Low $17.13



ATC FOOTPRINT A

AMERICAN TOWER CORPORATION AMERICAN TOWER INTERNATIONAL ATC INTEGRATED SERVICES VERESTAR, INC.
Boston, Massachusetts Mexico City, Mexico Waterbury, Connecticut Fairfax, Virginia
I Total Sites* 13,600+ @ Total Verestar SNAPs 11

Owned and Operated 12,600 Verestar Antennae 175+

Managed/Sub-leased 1,000

* Giving effect to pending transactions






