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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
Form 10-Q
b QUARTERLY REPORT PURSUANT TO SECTION 13 or 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2006
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission File Number
000-50869

METROPCS COMMUNICATIONS, INC.
(Exact name of registrant as specified in its charter)

Delaware 20-0836269
(State or other jurisdiction (I.R.S. Employer
of incorporation or organization) Identification No.)

8144 Walnut Hill Lane, Suite 800
Dallas, Texas 75231-4388
(Address of principal executive offices) (Zip Code)
(214) 265-2550
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Yes o Nop

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated

filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer o Non-accelerated filer p
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No p

Indicate by check mark whether the registrant has filed all documents and reports required to be filed by
Sections 12, 13 or 15(d) of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a
plan confirmed by a court.

Yes b No o

On March 31, 2007, there were 157,135,815 shares of the registrant s common stock, $0.0001 par value,

outstanding.
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PART L.
FINANCIAL INFORMATION
Item 1. Financial Statements.
MetroPCS Communications, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
(in thousands, except share information)

(Unaudited)
September December
30, 31,
2006 2005
CURRENT ASSETS:
Cash and cash equivalents $ 116,265 $ 112,709
Short-term investments 229,546 390,422
Inventories, net 39,648 39,431
Accounts receivable (net of allowance for uncollectible accounts of $1,806
and $2,383 at September 30, 2006 and December 31, 2005, respectively) 23,506 16,028
Prepaid expenses 25,854 21,430
Deferred charges 21,442 13,270
Deferred tax asset 10,365 2,122
Other current assets 22,870 16,690
Total current assets 489,496 612,102
Property and equipment, net 1,207,982 831,490
Restricted cash and investments 6,163 2,920
Long-term investments 2,272 5,052
FCC licenses 681,475 681,299
Microwave relocation costs 9,187 9,187
Long-term deposits 200,165 84
Other assets 29,434 16,847
Total assets $ 2,626,174 $ 2,158,981
CURRENT LIABILITIES:
Accounts payable and accrued expenses $ 281,789 $ 174,220
Current maturities of long-term debt 200,000 2,690
Deferred revenue 78,600 56,560
Other current liabilities 2,989 2,147
Total current liabilities 563,378 235,617
Long-term debt, net 902,594 902,864
Deferred tax liabilities 196,314 146,053
Deferred rents 20,104 14,739
Redeemable minority interest 3,823 1,259
Other long-term liabilities 24,023 20,858
Total liabilities 1,710,236 1,321,390

COMMITMENTS AND CONTINGENCIES (See Note 11)
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SERIES D CUMULATIVE CONVERTIBLE REDEEMABLE
PARTICIPATING PREFERRED STOCK, par value $0.0001 per share,
4,000,000 shares designated, 3,500,993 shares issued and outstanding at
September 30, 2006 and December 31, 2005; Liquidation preference of
$442,093 and $426,382 at September 30, 2006 and December 31, 2005,
respectively 437,955 421,889
SERIES E CUMULATIVE CONVERTIBLE REDEEMABLE
PARTICIPATING PREFERRED STOCK, par value $0.0001 per share,
500,000 shares designated, 500,000 shares issued and outstanding at
September 30, 2006 and December 31, 2005; Liquidation preference of
$53,263 and $51,019 at September 30, 2006 and December 31, 2005,
respectively 50,294 47,796
STOCKHOLDERS EQUITY:

Preferred stock, par value $0.0001 per share, 25,000,000 shares authorized,
4,000,000 of which have been designated as Series D Preferred Stock and
500,000 of which have been designated as Series E Preferred Stock; no
shares of preferred stock other than Series D & E Preferred Stock (presented
above) issued and outstanding at September 30, 2006 and December 31,
2005

Common Stock, par value $0.0001 per share, 300,000,000 shares authorized,
156,213,663 and 155,327,094 shares issued and outstanding at

September 30, 2006 and December 31, 2005, respectively 16 15
Additional paid-in capital 157,701 149,584
Deferred compensation (178)
Retained earnings 268,762 216,702
Accumulated other comprehensive income 1,210 1,783
Total stockholders equity 427,689 367,906
Total liabilities and stockholders equity $ 2,626,174 $ 2,158,981

The accompanying notes are an integral part of these condensed consolidated financial statements.
1
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MetroPCS Communications, Inc. and Subsidiaries

Condensed Consolidated Statements of Income and Comprehensive Income
(in thousands, except share and per share information)

(Unaudited)
For the three months ended For the nine months ended
September 30, September 30,
2006 2005 2006 2005
REVENUES:
Service revenues $ 332,920 $ 221,615 $ 916,179 $ 631,209
Equipment revenues 63,196 41,940 177,592 118,990
Total revenues 396,116 263,555 1,093,771 750,199
OPERATING EXPENSES:
Cost of service (excluding depreciation
and amortization expense of $33,315,
$20,260, $87,602 and $57,270, shown
separately below) 113,524 72,261 313,510 201,940
Cost of equipment 117,982 77,140 330,898 210,529
Selling, general and administrative
expenses (excluding depreciation and
amortization expense of $3,296, $1,651,
$8,585 and $4,625, shown separately
below) 60,220 39,016 171,921 116,206
Depreciation and amortization 36,611 21,911 96,187 61,895
(Gain) loss on disposal of assets (1,615) 5,449 10,763 (218,292)
Total operating expenses 326,722 215,777 923,279 372,278
Income from operations 69,394 47,778 170,492 377,921
OTHER EXPENSE (INCOME):
Interest expense 24,811 17,069 67,408 40,867
Accretion of put option in majority-owned
subsidiary 203 62 564 187
Interest and other income (4,386) (3,105) (15,106) (4,876)
(Gain) loss on extinguishment of debt (244) 46,448
Total other expense 20,628 14,026 52,622 82,626
Income before provision for income taxes 48,766 33,752 117,870 295,295
Provision for income taxes (19,500) (13,196) (47,245) (115,460)
Net income 29,266 20,556 70,625 179,835
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Accrued dividends on Series D Preferred

Stock (5,295) (5,295) (15,711) (15,711)
Accrued dividends on Series E Preferred
Stock (756) (263) (2,244) (263)
Accretion on Series D Preferred Stock (118) (118) (355) (355)
Accretion on Series E Preferred Stock (85) 30) (254) (30)
Net income applicable to Common Stock $ 23,012 $ 14,850 $ 52,061 $ 163,476
Net income $ 29,266 $ 20,556 $ 70,625 $ 179,835
Other comprehensive income:
Unrealized (loss) gain on
available-for-sale securities, net of tax (330) 64 (847) 104
Unrealized (loss) gain on cash flow
hedging derivative, net of tax (335) 1,495 896 1,495
Reclassification adjustment for gains
included in net income, net of tax (107) 30) (622) 30)
Comprehensive income $ 28,494 $ 22,085 $ 70,052 $ 181,404
Net income per common share: (See Note
10)
Basic $ 0.08 $ 0.06 $ 0.19 $ 0.67
Diluted $ 0.08 $ 0.05 $ 0.19 $ 0.58
Weighted average shares:
Basic 156,003,088 130,982,204 155,672,061 130,552,251
Diluted 159,644,818 152,259,743 159,525,993 152,030,694

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

2
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MetroPCS Communications, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(in thousands)

(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization

Provision for (recovery of) uncollectible accounts receivable

Deferred rent expense

Cost of abandoned cell sites

Non-cash interest expense

Loss (gain) on disposal of assets

(Gain) loss on extinguishment of debt
(Gain) loss on sale of investments
Accretion of asset retirement obligation
Accretion of put option in majority-owned subsidiary
Deferred income taxes

Stock-based compensation expense
Changes in assets and liabilities:
Inventories

Accounts receivable

Prepaid expenses

Deferred charges

Other assets

Accounts payable and accrued expenses
Deferred revenue

Other liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment

Change in prepaid purchases of property and equipment
Proceeds from sale of property and equipment

Purchase of investments

Proceeds from sale of investments

Change in restricted cash and investments

Purchases of FCC licenses

Deposit to FCC for licenses

Proceeds from sale of FCC licenses

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Table of Contents

For the nine months ended

September 30,
2006 2005
$ 70,625 $ 179,835
96,187 61,895
64 (38)
5,365 3,091
2,069 251
3,702 3,766
10,763 (218,292)
(244) 46,448
(1,875) 49
469 103
564 187
41,792 113,580
7,750 3,302
(220) 14,825
(7,542) (3,721)
(7,365) (1,890)
(8,172) (4,443)
(2,974) (4,804)
49,121 40,060
22,055 10,830
2,554 1,981
284,688 247,015
(453,864) (204,450)
2,427 (4,336)
2,548 123
(737,088) (427,732)
900,189 171,725
(3,291) (50,510)
(176) (235,330)
(200,000) (268,599)
230,000
(489,255) (789,109)
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Change in book overdraft 22,993 11,105

Proceeds from bridge credit agreements 200,000 540,000

Proceeds from credit agreements 750,000

Payment upon execution of cash flow hedging derivative (1,899)
Debt issuance costs (15,313) (28,801)
Repayment of debt (2,446) (753,080)
Proceeds from minority interest in majority-owned subsidiary 2,000

Proceeds from issuance of preferred stock, net of issuance costs 46,688

Proceeds from exercise of stock options and warrants 889 764

Net cash provided by financing activities 208,123 564,777

INCREASE IN CASH AND CASH EQUIVALENTS 3,556 22,683

CASH AND CASH EQUIVALENTS, beginning of period 112,709 22,477

CASH AND CASH EQUIVALENTS, end of period $ 116,265 $ 45,160

The accompanying notes are an integral part of these condensed consolidated financial statements.
3

Table of Contents 9



Edgar Filing: METROPCS COMMUNICATIONS INC - Form 10-Q

Table of Contents

MetroPCS Communications, Inc. and Subsidiaries
Notes to Condensed Consolidated Interim Financial Statements
(Unaudited)
1. Basis of Presentation:

The accompanying unaudited condensed consolidated interim financial statements include the balances and results
of operations of MetroPCS Communications, Inc. ( MetroPCS ) and its consolidated subsidiaries (the Company ).
MetroPCS indirectly owns, through its wholly-owned subsidiaries, 85% of the limited liability company member
interest in Royal Street Communications, LLC ( Royal Street Communications ). The consolidated financial statements
include the balances and results of operations of MetroPCS and its wholly-owned subsidiaries as well as the balances
and results of operations of Royal Street Communications and its wholly-owned subsidiaries (collectively Royal
Street ). The Company consolidates its interest in Royal Street in accordance with Financial Accounting Standards
Board ( FASB ) Interpretation No. 46-R, Consolidation of Variable Interest Entities, because Royal Street is a
variable interest entity and the Company will absorb all of Royal Street s expected losses. All intercompany accounts
and transactions between the Company and Royal Street have been eliminated in the consolidated financial
statements. The redeemable minority interest in Royal Street is included in long-term liabilities. The condensed
consolidated interim balance sheets as of September 30, 2006 and December 31, 2005, the condensed consolidated
interim statements of income and comprehensive income and cash flows for the periods ended September 30, 2006
and 2005, and the related footnotes are prepared in accordance with accounting principles generally accepted in the
United States of America ( GAAP ).

The unaudited condensed consolidated interim financial statements included herein reflect all adjustments
(consisting of normal, recurring adjustments) which are, in the opinion of management, necessary to state fairly the
results for the interim periods presented. The results of operations for the interim periods presented are not necessarily
indicative of the operating results to be expected for any subsequent interim period or for the fiscal year.

The preparation of financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

On March 14, 2007, the Company s board of directors approved a 3 for 1 stock split by means of a stock dividend
of two shares of common stock for each share of common stock issued and outstanding at the close of business on
March 14, 2007. Unless otherwise indicated, all share numbers and per share prices included in the accompanying
unaudited condensed consolidated interim financial statements give effect to the stock split.

In accordance with Statement of Financial Accounting Standards ( SFAS ) No. 123(R), Share-Based Payment,

( SFAS No. 123(R) ), the Company has recognized stock-based compensation expense in an amount equal to the fair

value of share-based payments, which includes stock options granted to employees. SFAS No. 1 23(R) replaces SFAS

No. 123, Accounting for Stock-Based Compensation, ( SFAS No. 123 ) and supersedes Accounting Principles Board

( APB ) Opinion No. 25, Accounting for Stock Issued to Employees, and its related interpretations (  APB No. 25 ). The
Company adopted SFAS No. 123(R) on January 1, 2006. Stock-based compensation expense recognized under SFAS

No. 123(R) was $3.8 million and $7.8 million for the three and nine months ended September 30, 2006, respectively.

2 . Share-Based Payments:

Prior to the first quarter of 2006, the Company measured stock-based compensation expense for its stock-based
employee compensation plans using the intrinsic value method prescribed by APB No. 25, as allowed by SFAS
No. 123.

Effective January 1, 2006, the Company adopted the fair value recognition provisions of SFAS No. 123(R) using
the modified prospective transition method. Under that transition method, compensation expense recognized
beginning on that date includes: (a) compensation expense for all share-based payments granted prior to, but not yet
vested as of, January 1, 2006, based on the grant-date fair value estimated in accordance with the original provisions
of SFAS No. 123, and (b) compensation expense for all share-based payments granted on or after January 1, 2006,
based on the grant-date fair value estimated in accordance with the provisions of SFAS No. 123(R). Although there
was no material impact on the Company s financial position, results of operations or cash flows from the adoption of
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SFAS No. 123(R), the Company reclassified all deferred equity compensation on the consolidated balance sheet to
4
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MetroPCS Communications, Inc. and Subsidiaries
Notes to Condensed Consolidated Interim Financial Statements
(Unaudited)
additional paid-in capital upon its adoption. The period prior to the adoption of SFAS No. 123(R) does not reflect any
restated amounts.

MetroPCS has two stock option plans (the Option Plans ) under which it grants options to purchase common stock
of MetroPCS: the Second Amended and Restated 1995 Stock Option Plan, as amended ( 1995 Plan ), and the Amended
and Restated 2004 Equity Incentive Compensation Plan, as amended ( 2004 Plan ). The 1995 Plan was terminated in
November 2005 and no further awards can be made under the 1995 Plan, but all options granted before
November 2005 will remain valid in accordance with their original terms. As of September 30, 2006, the maximum
number of shares reserved for the 2004 Plan was 14,100,000 shares. In December 2006, the 2004 Plan was amended
to increase the number of shares of common stock reserved for issuance under the plan from 14,100,000 to a total of
18,600,000 shares. In February 2007, the 2004 Plan was amended to increase the number of shares of common stock
reserved for issuance under the plan from 18,600,000 to a total of 40,500,000 shares. Vesting periods and terms for
stock option grants are determined by the plan administrator, which is MetroPCS Board of Directors for the 1995 Plan
and the Compensation Committee of the Board of Directors of MetroPCS for the 2004 Plan. No option granted under
the 1995 Plan have a term in excess of fifteen years and no option granted under the 2004 Plan shall have a term in
excess of ten years. Options granted during the three and nine months ended September 30, 2006 and 2005 have a
vesting period of three to four years.

Options granted under the 1995 Plan are exercisable upon grant. Shares received upon exercising options prior to
vesting are restricted from sale based on a vesting schedule. In the event an option holder s service with the Company
is terminated, MetroPCS may repurchase unvested shares issued under the 1995 Plan at the option exercise price.
Options granted under the 2004 Plan are only exercisable upon vesting. Upon exercise of options under the Option
Plans, new shares of common stock are issued to the option holder.

The value of the options is determined by using a Black-Scholes pricing model that includes the following
variables: 1) exercise price of the instrument, 2) fair market value of the underlying stock on date of grant, 3) expected
life, 4) estimated volatility and 5) the risk-free interest rate. The Company utilized the following weighted-average
assumptions in estimating the fair value of the option grants in the three and nine months ended September 30, 2006
and 2005:

Three Months Ended Nine Months Ended
September 30, September 30,

2006 2005 2006 2005
Expected dividends 0.00% 0.00% 0.00% 0.00%
Expected volatility 45.00% 50.00% 45.00% 50.00%
Risk-free interest rate 4.70% 4.11% 4.76% 4.11%
Expected lives in years 5.00 5.00 5.00 5.00
Weighted-average fair value of options:
Granted at fair value $ 3.96 $ 3.44 $ 3.37 $ 3.44
Weighted-average exercise price of options:
Granted at fair value $ 8.67 $ 7.14 $ 7.37 $ 7.13

The Black-Scholes model requires the use of subjective assumptions including expectations of future dividends and
stock price volatility. Such assumptions are only used for making the required fair value estimate and should not be
considered as indicators of future dividend policy or stock price appreciation. Because changes in the subjective
assumptions can materially affect the fair value estimate, and because employee stock options have characteristics
significantly different from those of traded options, the use of the Black-Scholes option pricing model may not

provide a reliable estimate of the fair value of employee stock options.
5
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MetroPCS Communications, Inc. and Subsidiaries
Notes to Condensed Consolidated Interim Financial Statements
(Unaudited)
A summary of the status of the Company s Option Plans as of September 30, 2006 and 2005, and changes during
the nine month periods then ended, is presented in the table below:

As of September 30,
2006 2005
Weighted Weighted
Average Average
Exercise Exercise
Shares Price Shares Price
Outstanding, beginning of period 14,502,210 $4.18 32,448,855 $0.92
Granted 3,822,939 $7.37 4,982,385 $7.13
Exercised (315,774) $2.82 (298,215) $2.01
Forfeited (1,104,162) $4.00 (967,344) $4.03
Outstanding, end of period 16,905,213 $4.94 36,165,681 $1.68
Options exercisable at period-end 10,948,080 $3.66 33,463,236 $1.24
Options vested at period-end 8,637,588 28,546,431

The following table summarizes information about stock options outstanding at September 30, 2006:

Options Outstanding Options Vested
Weighted  Weighted Weighted
Average Average Average
Number of Contractual Exercise Number of Exercise
Life
Exercise Price Shares (Years) Price Shares Price
$0.08 - $0.33 851,991 6.18 $0.12 851,991 $0.12
$1.57 - $1.57 4,068,396 5.07 $1.57 3,989,013 $1.57
$1.87 - $6.31 2,978,049 7.16 $3.97 1,837,446 $3.68
$7.13-$7.13 3,540,762 8.84 $7.13 1,407,069 $7.13
$7.15 - $8.67 5,466,015 9.40 $7.31 552,069 $7.15
16,905,213 8,637,588

In October 2005, Madison Dearborn Capital Partners and TA Associates consummated a tender offer in which they
purchased from existing stockholders shares of Series D Preferred Stock and common stock in MetroPCS. In
connection with this transaction, 22,102,287 options granted under the Option Plans were exercised for 22,102,287
shares of common stock, resulting in a significant decrease in options exercisable as of September 30, 2006 compared
to options exercisable as of September 30, 2005.

During the three and nine months ended September 30, 2005, 252,360 and 298,215 options granted under the
Option Plans were exercised for 252,360 and 298,215 shares of common stock, respectively. The intrinsic value of
these options at exercise date was approximately $1.1 million and $1.3 million and total proceeds were approximately
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$0.5 million and $0.6 million for the three and nine months ended September 30, 2005, respectively. During the three
and nine months ended September 30, 2006, 147,669 and 315,774 options granted under the Option Plans were
exercised for 147,669 and 315,774 shares of common stock, respectively. The intrinsic value of these options at
exercise date was approximately $0.7 million and $1.6 million and total proceeds were approximately $0.5 million
and $0.9 million for the three and nine months ended September 30, 2006, respectively.

As of September 30, 2006, options outstanding and exercisable under the Option Plans have a weighted average

remaining contractual life of 7.68 and 6.79 years, respectively.
6
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MetroPCS Communications, Inc. and Subsidiaries
Notes to Condensed Consolidated Interim Financial Statements
(Unaudited)
The following table summarizes information about unvested stock option grants:

Weighted

Average
Grant-

Date Fair
Stock Option Grants Shares Value
Unvested balance, January 1, 2006 7,582,659 $ 3.00
Grants 3,822,939 $ 3.37
Vested shares (2,599,362) $ 282
Forfeitures (538,611) $ 3.07
Unvested balance, September 30, 2006 8,267,625 $ 3.23

The Company determines fair value of stock option grants as the share price of the Company s stock at grant-date.
The weighted average grant-date fair value of the stock option grants for the three months ended September 30, 2006
and 2005 is $3.96 and $3.44, respectively. The weighted average grant-date fair value of the stock option grants for
the nine months ended September 30, 2006 and 2005 is $3.37 and $3.44, respectively. The weighted average exercise
price of the stock options granted during the three months ended September 30, 2006 and 2005 is $8.67 and $7.14,
respectively. The weighted average exercise price of the stock options granted during the nine months ended
September 30, 2006 and 2005 is $7.37 and $7.13, respectively.

The Company has recorded $3.8 million and $0.3 million of non-cash stock-based compensation expense in the
three months ended September 30, 2006 and 2005, respectively, and an income tax benefit of approximately
$1.5 million and $0.1 million, respectively. The Company has recorded $7.8 million and $3.3 million of non-cash
stock-based compensation expense in the nine months ended September 30, 2006 and 2005, respectively, and an
income tax benefit of approximately $3.1 million and $1.3 million, respectively.

As of September 30, 2006, there was approximately $24.1 million of unrecognized stock-based compensation cost
related to unvested share-based compensation arrangements, which is expected to be recognized over a weighted
average period of approximately 1.46 years. Such costs were originally scheduled to be recognized as follows:
$2.8 million in the remainder of 2006, $9.1 million in 2007, $7.6 million in 2008, $3.8 million in 2009 and
$0.8 million in 2010.

The total aggregate intrinsic value of stock options outstanding and exercisable as of September 30, 2006 was
approximately $63.0 million and $54.8 million, respectively. The total fair value of stock options that vested during
the three months ended September 30, 2006 and 2005 was $1.9 million and $1.2 million, respectively. The total fair
value of stock options that vested during the nine months ended September 30, 2006 and 2005 was $7.3 million and
$3.6 million, respectively.

The following table illustrates the effect on net income applicable to common stock (in thousands, except per share
data) and net income per common share as if the Company had elected to recognize stock-based compensation costs
based on the fair value at the date of grant for the Company s common stock awards consistent with the provisions of
SFAS No. 123:

7
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MetroPCS Communications, Inc. and Subsidiaries
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited)
Three
Months Nine Months
Ended Ended
September September
30, 30,
2005 2005
Net income applicable to common stock as reported $ 14,850 $ 163,476
Add: Amortization of deferred compensation determined under the intrinsic
method for employee stock awards, net of tax 202 1,981
Less: Total stock-based employee compensation expense determined under
the fair value method for employee stock awards, net of tax (811) (1,855)
Net income applicable to common stock pro forma $ 14,241 $ 163,602
Basic net income per common share:
As reported $ 0.06 $ 0.67
Pro forma $ 0.05 $ 0.67
Diluted net income per common share:
As reported $ 0.05 $ 0.58
Pro forma $ 0.04 $ 0.58

During the nine month period ended September 30, 2006, the following awards were granted under the Company s
Option Plans:

Weighted  Weighted Weighted

Number of Average Average Average
Market Intrinsic
Options Exercise Value Value
Grants Made During the Quarter Ended Granted Price per Share per Share
March 31, 2006 2,869,989 $7.15 $7.15 $ 0.00
June 30, 2006 534,525 $7.54 $ 7.54 $ 0.00
September 30, 2006 418,425 $8.67 $ 8.67 $ 0.00

Compensation expense is recognized over the requisite service period for the entire award, which is generally the
maximum vesting period of the award.

The fair value of the common stock was determined contemporaneously with the option grants.

In December 2006, the Company amended stock option agreements of a former member of MetroPCS Board of
Directors to extend the contractual life of 405,054 vested common stock options until December 31, 2006. This
amendment will result in the recognition of additional non-cash stock-based compensation expense of approximately
$4.1 million in the fourth quarter of 2006.
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In December 2006, in recognition of efforts related to the Company s pending initial public offering and to align
executive ownership with the Company, the Company made a special stock option grant to its named executive
officers and certain other eligible employees. The Company granted stock options to purchase an aggregate of
6,885,000 shares of the Company s common stock to its named executive officers and certain other officers and
employees. The purpose of the grant was also to provide retention of employees following the Company s initial public
offering as well as to motivate employees to return value to the Company s shareholders through future appreciation of
the Company s common stock price. The exercise price for the option grants is $11.33, which is the fair market value
of the Company s common stock on the date of the grant as determined by the Company s board of directors. In
determining the fair market value of the common stock, consideration is given to the recommendations of our finance
and planning committee and of management based on certain data, including discounted cash flow analysis,
comparable company analysis, and comparable transaction analysis, as well as contemporaneous valuation. The stock
options granted to the named executive officers other than the Company s CEO and senior vice president and chief
technology officer will generally vest on a four-year vesting schedule with 25% vesting on the first anniversary date
of the award and the remainder pro-rata on a monthly basis thereafter. The stock options granted to the Company s
CEO will vest on a three-year vesting schedule with one-third vesting on the first anniversary date of the award and
the remainder pro-rata on a monthly basis thereafter. The stock options
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granted to the Company s senior vice president and chief technology officer will vest over a two-year vesting schedule
with one-half vesting on the first anniversary of the award and the remainder pro-rata on a monthly basis thereafter.
3. Property and Equipment:
Property and equipment, net, consisted of the following (in thousands):

September December
30, 31,

2006 2005
Construction-in-progress $ 206,599 $ 98,078
Network infrastructure 1,244,749 905,924
Office equipment 28,545 17,059
Leasehold improvements 21,428 16,608
Furniture and fixtures 5,938 4,000
Vehicles 185 118

1,507,444 1,041,787
Accumulated depreciation (299,462) (210,297)
Property and equipment, net $ 1,207,982 $ 831,490
4. FCC Licenses:

Auction 66

The Federal Communications Commission ( FCC ) auctioned 90 MHz of spectrum to be used for Advanced
Wireless Services ( AWS ) in Auction 66 which commenced on Au