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13,166,681 shares of Common Stock, $0.01 par value per share, were outstanding as of May 10, 2001.
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PART I. FINANCIAL INFORMATION
ItemI FINANCIAL STATEMENTS

AIRGATE PCS, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(unaudited)
(dollars in thousands, except share and per share amounts)

March 31,
2001

September
30,
2000



Current assets:
Cash and cash equivalents
$39,877$58,384
Trade receivables, net
22,3978,696
Inventories
1,7772,902
Prepaid expenses
4,3932,106
Other current assets
4,4492,227

Total current assets
72,89374,315
Property and equipment, net
192,903183,581
Financing costs
8,6099,098
Other assets
6261,954

$275,031$268,948

Liabilities and Stockholders
Equity (Deficit)
Current liabilities:
Accounts payable
$10,856%$21,009
Accrued expenses
14,9179,548
Payable to Sprint PCS
14,5495,292
Deferred revenue
7,4471,828

Total current liabilities
47,76937,677
Deferred revenue
244671
Long-term debt
235,387180,727

Total liabilities
283,400219,075

Stockholders equity (deficit):

Preferred stock, par value,
$.01 per share;

5,000,000 shares authorized;
no shares issued and
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outstanding

Common stock, par value,
$.01 per share;
150,000,000 shares
authorized; 13,087,381 and
12,816,783 shares issued and
outstanding at March 31,
2001 and September 30,
2000, respectively
131128
Additional paid-in capital
164,639161,575
Accumulated deficit
(170,812)(108,577)
Unearned stock option
compensation
(2,327)(3,253)

Total stockholders equity
(deficit)

(8,369)49,873
Commitments and
contingencies

$275,031$268,948

See accompanying notes to consolidated financial statements

Page 3
Table of Conten
AIRGATE PCS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited)
(dollars in thousands, except share and per share amounts)
Three Months Six Months
Ended Ended
March 31, March 31,
2001 2000 2001 2000
Revenues:

Service revenue
$21,541$460$33,825$460
Roaming revenue
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10,99781618,385946
Equipment revenue
2,6753044,965304

Total revenues
35,2131,58057,1751,710
Operating expenses:
Cost of service and roaming
(24,632)(5,509)(40,545)(8,427)
Cost of equipment
(4,592)(1,093)(9,664)(1,093)
Selling and marketing
(16,061)(3,419)(32,739)(4,552)
General and administrative
(3,572)(3,189)(8,281)(4,677)
Noncash stock option compensation
(594)(309)(926)(713)
Depreciation and amortization
(7,100)(2,042)(13,762)(2,560)

Operating loss
(21,338)(13,981)(48,742)(20,312)
Interest income
7242,7222,0136,192
Interest expense
(7,758)(5,845)(15,506)(12,812)

Net loss
$(28,372)$(17,104)$(62,235)$(26,932)

Basic and diluted net loss per share of common stock
$(2.18)$(1.40)$(4.82)$(2.23)

Weighted-average outstanding common shares
13,008,46112,237,48312,920,92512,101,507
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See accompanying notes to consolidated financial statements
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AIRGATE PCS, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
(dollars in thousands)
Six Months

Cash flows from operating activities:

Net loss
$(62,235)$(26,932)
Adjustments to reconcile net
loss to net cash
(used in) provided by operating
activities:
Depreciation and amortization
13,7622,560
Amortization of financing costs
605591
Provision for doubtful accounts
2,92224
Interest expense associated with
accretion
of discount and beneficial
conversion feature
12,66011,155
Stock option compensation
926713
(Increase) decrease in:
Trade receivables
(16,623)(674)
Inventories
1,125(736)
Prepaid expenses
(2,287)(2,124)
Other assets
(827)(473)
Increase (decrease) in:
Accounts payable
3,62510,540
Accrued expenses
6,7237,284
Payable to Sprint PCS
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Ended March 31,

2001

2000




9,257
Deferred revenue
5,192

Net cash (used in) provided by
operating activities
(25,175)1,928
Cash flows from investing
activities:
Capital expenditures
(37,988)(105,631)
Acquisition of assets
411)

Net cash used in investing
activities
(38,399)(105,631)

Cash flows from financing
activities:
Proceeds from Senior Credit
Facility

42,000
Payment on notes payable to
Sprint PCS

(7,700)

Proceeds from exercise of stock
purchase warrants

Exercise of stock options
3,067

Net cash provided by (used in)
financing activities
45,067(7,696)

Net decrease in cash and cash
equivalents
(18,507)(111,399)
Cash and cash equivalents at
beginning of period
58,384258,900

Cash and cash equivalents at end
of period
$39,877$147,501

Supplemental disclosure of cash

flow information -

cash paid for interest
$2,930$1,929
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Supplemental disclosure of

noncash investing and financing

activities:

Capitalized interest
$1,417$3,618

Grant of compensatory stock

options
2,231
Notes payable and accrued
interest converted to equity
102

See accompanying notes to consolidated financial statements
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AIRGATE PCS, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2001
(unaudited)

(D) Basis of Presentation

The accompanying consolidated financial statements are unaudited and have been prepared by
management. The consolidated financial statements included herein include the accounts of AirGate PCS,
Inc. and its wholly-owned subsidiaries, AGW Leasing Company, Inc. ( AGW ) and AirGate Network
Services, LLC ( ANS ), for all periods presented. In the opinion of management, these consolidated financial
statements contain all of the adjustments, consisting of normal recurring adjustments, necessary to present
fairly, in summarized form, the financial position and the results of operations of AirGate PCS, Inc. and
subsidiaries (collectively AirGate orthe Company ). The results of operations for the three and six months
ended March 31, 2001 are not indicative of the results that may be expected for the full fiscal year of 2001.
The financial information presented herein should be read in conjunction with the Company s Form 10-K
for the year ended September 30, 2000 which includes information and disclosures not included herein. All
significant intercompany accounts or balances have been eliminated in consolidation. Certain amounts have
been reclassified to conform to the current year presentation.

2) Net Loss Per Share

The Company computes net loss per common share in accordance with Statement of Financial Accounting
Standards ( SFAS ) No. 128 Earnings per Share. Basic and diluted net loss per share of common stock is
computed by dividing net loss for each period by the weighted-average outstanding common shares. No
conversion of common stock equivalents has been assumed in the calculations since the effect would be
antidilutive. As a result, the number of weighted-average outstanding common shares as well as the amount
of net loss per share are the same for both the basic and diluted net loss per share calculations for all periods
presented.
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The reconciliation of weighted-average outstanding common shares to weighted-average outstanding shares
including potentially dilutive common stock equivalents is set forth below:

Three Months Six Months
Ended Ended
March 31, March 31,
2001 2000 2001 2000
Weighted-average outstanding common 13,008,461 12,237,483 12,920,925 12,101,507

shares

Weighted-average potentially dilutive
common stock equivalents:
Common stock options

540,124992,268497,173875,995

Stock purchase warrants

93,895517,89193,342496,668

Weighted-average outstanding shares
including potentially dilutive common stock equivalents

13,642,48013,747,64213,511,44013,474,170
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3)

4

Revenue Recognition and Customer Activation Cost

The accounting policy for the recognition of activation fee revenue is to record the revenue over the periods
such revenue is earned in accordance with the current interpretations of Staff Accounting Bulletin No. 101
(SAB 101), Revenue Recognition in Financial Statements. Accordingly, activation fee revenue and direct
customer activation costs have been deferred and are recorded either: over the average life for those
customers (30 months) that do not commit to a fixed service term or the contractual service term (generally
12 months) for those customers that do commit to a fixed service term. For the three months ended

March 31, 2001, the Company has recognized approximately $0.6 million of activation fee revenue and
$0.5 million of direct customer activation costs. For the six months ended March 31, 2001, the Company
recognized approximately $0.8 million of activation fee revenue and $0.6 million of direct customer
activation costs and as of March 31, 2001, the Company has deferred $3.5 million of activation fee revenue
and $3.0 million of direct customer activation costs to future periods.

Trade Receivables, net

Trade receivables, net, including $6.8 million due from Sprint PCS, relates to roaming revenues, amounts
from customers with respect to airtime service charges and amounts from local third party resellers relating
to the sale of handsets and accessories. For the three months ended March 31, 2001, roaming revenues from
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Sprint PCS totaled $11.0 million, or 31% of total revenues. For the six months ended March 31, 2001,

roaming revenues from Sprint PCS totaled $18.4 million.

The Company records an allowance for doubtful accounts to reflect the expected loss on the collection of
receivables. Such allowance is recorded for accounts receivables from customers and third party vendors
and totaled $3.5 million at March 31, 2001 compared to $0.6 million at September 30, 2000.

5 Other Current Assets

Other current assets consist of the following at March 31, 2001 and September 30, 2000 (dollars in

thousands):

Current portion of financing costs
Direct customer
activation costs

Interest receivable
and other

Other current assets
$4,449%$2,227

September
March 31, 30,
2001 2000
$1,215 $1,215
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(6) Property and Equipment

Property and equipment consist of the following at March 31, 2001 and September 30, 2000 (dollars in

thousands):

Network assets
Computer equipment
3,2393,081
Furniture, leasehold
improvement, and office
equipment
8,8366,800

191,824168,601
Less accumulated depreciation
and amortization

Table of Contents

March 31, September 30,
2001 2000
$179,749 $158,720

11



(26,765)(13,005)

165,059155,596
Construction in progress

(network build-out)
27,84427,985

Property and equipment, net
$192,903$183,581
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@) Payable to Sprint PCS

The payable to Sprint PCS consists of amounts owed to Sprint PCS related to purchases of handsets and
accessories, services provided including customer care and customer billing, equipment subsidies payable
to third party national retailers and the 8% affiliation fee. At March 31, 2001, the amount payable to Sprint
PCS totaled $14.5 million.

(8) Long-Term Debt

Long-term debt consists of the following at March 31, 2001 and September 30, 2000 (dollars in thousands):

Senior Credit Facility:
Gross borrowings
$55,500$13,500
Unaccreted original issue
discount
(673)(772)

Net Senior Credit Facility
54,82712,728
Senior Subordinated
Discount Notes:
Outstanding borrowings
189,866177,852
Unaccreted original issue
discount
(9,306)(9,853)

Net Senior Subordinated
Discount Notes
180,560167,999

Long-term debt
$235,387$180,727

Table of Contents
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®)

Common Stock Purchase Warrants
(a) Senior Credit Facility

On June 1, 2000, the Company issued stock purchase warrants to Lucent Technologies in consideration of
the Senior Credit Facility (see Subsequent Events  12(a)). The exercise price of the warrants equals $20.40
per share, and the warrants are exercisable for an aggregate of 10,175 shares of the Company s common
stock at any time. The warrants expire on the earlier of August 15, 2004 or August 15, 2001, if, as of such
date, the Company has paid in full all outstanding amounts under the Senior Credit Facility and
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(10)

(1)

has terminated the remaining unused portion of the commitments. The Company recorded a discount on the
associated credit facility of $0.3 million which represents the fair value of the warrants on the date of grant
using the Black-Scholes option pricing model. The discount is recognized as interest expense over the
period from the date of issuance to maturity using the effective interest method. All of these warrants
remain outstanding at March 31, 2001.

(b) Senior Subordinated Discount Notes

On January 3, 2000, the Company s registration statement on Form S-1, relating to warrants to purchase
644,400 shares of common stock issued together, as units, with the Company s $300 million of 13.5%
senior subordinated discount notes due 2009, was declared effective by the Securities and Exchange
Commission. On September 30, 1999, the Company received gross proceeds of $156.1 million from the
issuance of 300,000 units, each unit consisting of a $1,000 principal amount at maturity 13.5% senior
subordinated discount note due 2009 and one warrant to purchase 2.148 shares of common stock at a price
of $0.01 per share. The warrants were exercisable beginning upon the effective date of the registration
statement registering such warrants, for an aggregate of 644,400 shares of common stock. The warrants
expire October 1, 2009. As of March 31, 2001, warrants representing 555,843 shares of common stock had
been exercised, and warrants representing 88,557 shares of common stock remain outstanding. On
February 14, 2001, the registration statement on Form S-1 expired. On March 23, 2001, the Company s
registration statement on Form S-3, file number 333-56928, relating to warrants to purchase the outstanding
88,557 shares of common stock was declared effective by the Securities and Exchange Commission.
Acquisition of Assets

On February 28, 2001, certain operating assets and intangibles were acquired to convert one of the
Company s resellers into Company owned retail outlets. The Company paid a total purchase price of
approximately $0.4 million, representing $0.3 million of operating equipment and leasehold improvements
for eight retail stores and two mall kiosks and $0.1 million assigned to a two year non-compete agreement.
The non-compete agreement will be amortized over the contractual period.

Condensed Consolidated Financial Information

AGW Leasing Company, Inc. ( AGW ) and AirGate Network Services LLC ( ANS ) are wholly-owned
subsidiaries of AirGate PCS, Inc. Both AGW and ANS have jointly, fully and unconditionally guaranteed
the Company s senior subordinated discount notes and Senior Credit Facility. AGW was formed to hold the
real estate interests for the Company s PCS network. ANS was formed to provide construction management
services for the Company s PCS network.
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Table of Contents
AGW
Leasing AirGate
AirGate
PCS, Company, Network
Services,
Inc. Inc. LLC EliminationsConsolidated
Cash and cash equivalents $39,877 $ $ $ $39,877
Trade receivables and other current assets
33,016 33,016
Property and equipment, net
145,629 47,274 192,903
Other assets
73,530 (64,295)9,235
Total assets
$292,052$ 47,274(64,295)$275,031
Current liabilities
46,34514,59151,128(64,295)$47,769
Long-term deferred revenue
244 244
Long-term debt
235,387 235,387
Total liabilities
281,97614,59151,128(64,295)283,400
Common stock
131 131
Additional paid-in capital
164,639 164,639
Accumulated deficit
(152,367)(14,591)(3,854) (170,812)
Unearned stock option compensation
(2,327) (2,327)
Table of Contents 14
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Total liabilities and stockholders equity(deficit)
$292,052$ $47,274$(64,295)$275,031

Total revenues
57,175% $ $ 57,175
Total expenses
(115,549)(3,458)(403) (119,410)

Net loss
$(58,374)$(3,458)$(403)$  $(62,235)

Operating activities, net
(28,447) 3,272 (25,175)
Investing activities, net
(35,379) (3,020) (38,399)
Financing activities, net
45,067 45,067

(Decrease) increase in cash and cash equivalents
(18,759) 252 (18,507)
Cash and cash equivalents at beginning of period
58,636 (252)
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