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Cingular's Next Challenge

Rivals Could Take Advantage

Of Any Disruptions in Merger

With AT&T Wireless Services

For Cingular Wireless, wrestling AT&T Wireless Services Inc. away from the world's largest wireless company, Vodafone Group PLC, may have been the easy part.

The deal, won with a last-minute cash bid of $41 billion, will create the nation's largest cellular-phone carrier -- a behemoth with 46 million customers and combined revenue of $32 billion last year. It will marry the nation's second- and third-largest cellular companies after Verizon Wireless, which has led the pack until now.

Yet both Cingular Wireless and AT&T Wireless have struggled with issues involving their management, service and technology. And some analysts are already speculating that the biggest winners early on will be the new company's competitors.

"At least in the short run, AT&T Wireless and Cingular are going to tread a lot of water," said Roger Entner, an analyst at Yankee Group, a Boston technology consulting firm. "They will be very much inward-focused." That could create an opportunity for competitors to take advantage of any disruptions as the new giant meshes its employees and combines billing systems, radio technology and other operations.

Here are some of the key hurdles the combined company must clear to be successful:

Service

Some AT&T Wireless customers are already wondering if the service is worth the $58.70 they pay on average each month. AT&T Wireless, based in Redmond, Wash., is a leading carrier among big-spending white collar users. But it also leads in customer complaints, and mergers can be tough on customers as management gets distracted and routines are disrupted. Cingular, meantime, has been struggling with falling spending by its customers.

Cingular and AT&T Wireless together didn't add as many new customers in the fourth quarter as did their larger rival, Verizon Wireless. Mr. Entner predicted that Verizon Wireless, a joint venture of Verizon Communications Inc. and Vodafone, could regain the No. 1 rank within one to three years.

But the combined company will have enormous resources for solving any problems. Cingular's parent companies, regional phone companies BellSouth Corp. of Atlanta and SBC Communications Inc. of San Antonio, had combined revenue last year of $63.4 billion, and they see wireless as one of their most critical hopes for the future. "This is great news for U.S. consumers and businesses," said Cingular's president and chief executive, Stan Sigman, in an interview Tuesday. "Combining our two companies will create the No. 1 wireless carrier in America."

Mr. Sigman, who will run the merged operation, added that by combining resources the two companies will be able to make advanced services available sooner and will improve coverage areas, reliability and call quality.

Competition

But before they can reap the benefits of combination, the three companies are likely to be in limbo during the nine months to a year it may take for the deal to close.

Verizon Wireless and other rivals like Sprint Corp. and Nextel Communications Inc. will likely be quick to pounce on customers' uneasiness and on any glitches that arise. And with consumers now able to jump from one carrier to another without losing their phone numbers, under the federal "number portability" rules that went into effect late last year, fending off determined rivals will be a challenge.
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Nextel, which caters chiefly to business users, will in particular target AT&T Wireless's lucrative professional customer base. Sprint PCS, the wireless unit of Sprint, also has long been working on signing up more business users. These customers not only make the most calls, they are most likely to use upscale gadgets like mobile e-mail devices and the data services that go with them.

Verizon Wireless plans to beef up capital spending this year and is likely to keep up its focus on good reception that it touts in its enormously successful "Can you hear me now?" commercials. Already, Sprint PCS has unveiled a new calling plan that offers unlimited minutes for the first two months.

As it waits for its deal to close, AT&T Wireless is likely to lose some customers -- or at least scare off those who would otherwise have signed up, analysts said. That could prompt AT&T Wireless to cut prices, adding still more fuel to the industry's price wars.

Yet longer term, the deal could lead to higher prices, particularly if it sparks other mergers. "A move toward greater consolidation cuts at the heart of this growing competition in the telephone marketplace. We can expect to see fewer deals and higher prices, just as we've seen with the mergers of cable companies," said Chris Murray, legislative counsel for Consumers Union, the advocacy group that publishes Consumer Reports. Mr. Murray urged regulators to impose tough conditions on the deal.

Regulators

Indeed, a merger whose chief benefit could be that it reduces rivalry in an industry that regulators have touted as a model of healthy competition is likely to draw plenty of government scrutiny.

Cingular may have a tougher time getting an acquisition of AT&T Wireless past regulators than Vodafone would have. The Cingular deal cuts the number of large national wireless companies to five from six. A Vodafone deal would have left six leading rivals on the field as Vodafone abandoned its role in Verizon Wireless in favor of owning AT&T Wireless.

Still, most analysts think industry competition will remain vigorous and they predict regulators will ultimately approve the deal, though the companies may have to make concessions, such as selling some overlapping properties.

Technology

AT&T Wireless and Cingular use the same technology to send phone calls -- a major plus in a merger involving high-tech communications networks. Both also have been updating their systems to the GSM cellphone technology that is dominant in most of the world, though not in the U.S. Cingular is ahead of AT&T Wireless in moving its customers to GSM, which stands for global system for mobile communication, but AT&T Wireless offers higher transmission speeds on its data network, which is used for such things as Internet access.

The companies may indeed be able to make faster and cheaper progress by combining their upgrade efforts. However, merging technological systems is rarely without headaches and it remains to be seen how quickly and seamlessly the two will be able to combine their networks.

Management

New leadership could reinvigorate AT&T Wireless, which has stumbled lately as it ran into embarrassing glitches serving new customers. SBC, which owns 60% of Cingular, is a hard-driving acquirer known for quickly showing previous management the door. SBC, which has a tougher style than either its partner BellSouth or AT&T Wireless, is likely to set the tone. Some analysts also speculate that thousands of lower-ranking staffers could be laid off as the company eliminates overlapping jobs.

The management capabilities of AT&T Wireless's chairman and chief executive, John Zeglis, draw mixed reviews from analysts and investors, but he clearly did a bang-up job of getting a high price for the company. Mr. Zeglis has said he will step aside when the deal closes, yielding to Mr. Sigman, who took the top post at Cingular after its previous management faltered.

Mr. Zeglis will be eligible for a rich payout when the takeover is complete. According to the proxy statement the company filed last year and other Securities and Exchange Commission filings, Mr. Zeglis is eligible for roughly $24 million in salary, bonus, restricted stock and profit on stock option exercises. In addition, once deals are struck, top executives often become eligible for additional bonuses for helping see the deal through to completion.
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UPDATE: Cingular, AT&T Wireless Take The Plunge

By CHRISTINE NUZUM

Of DOW JONES NEWSWIRES

(This article was originally published Tuesday)

NEW YORK -- Answering calls for consolidation that date back years, AT&T Wireless Services Inc. (AWE) agreed to be bought by Cingular Wireless in a dramatic culmination to four days of intense haggling.

Cingular, which is jointly owned by SBC Communications Inc. (SBC) and BellSouth Corp. (BLS), announced Tuesday morning it will pay AT&T Wireless shareholders $15 a share in cash. SBC will contribute 60% of the financing, and maintain 60% ownership of the wireless business, with BellSouth accounting for the remaining stake. The two companies will continue to divide management control of Cingular evenly. The deal is contingent on approval by AT&T Wireless shareholders and regulatory agencies and is expected to close in the fourth quarter.

If completed, the acquisition would create the nation's largest wireless company, with 46 million subscribers and $32 billion in annual revenue as of 2003. Verizon Communications' (VZ) majority-owned Verizon Wireless, the nation's largest wireless carrier, has 37.5 million subscribers.

A combined Cingular-AT&T Wireless would have subscribers in all U.S. states except Alaska, a Cingular spokesman said.

The merged entity will assume Cingular's name and its Atlanta headquarters, although AT&T Wireless' central offices in Redmond, Wash., may continue to operate. Cingular Chief Executive Stan Sigman will assume leadership of the company, and AT&T Wireless Chairman and Chief Executive John Zeglis will stay on for a transition period only if required.

Initially, the companies will use a bridge loan to help finance the deal, but long-term financing has not yet been determined, executives said. The acquisition is likely to result in job cuts, executives said, but they declined to estimate how many.

   Consolidating Industry

While the merger may eventually fulfill the industry's hopes of alleviating competition, wireless rivals may become more aggressive over the next year, as they try to capitalize on any confusion and uncertainty the merger could create among consumers.

In an analyst meeting earlier this month, Sprint PCS Group (PCS) executives said that a merger between AT&T Wireless and Cingular would create opportunity for competitors to grab market share.

Executives at nearly all of the six national wireless carriers have been saying for years that they need to consolidate to control costs and keep price competition in check. Cingular reportedly held previous merger discussions separately with AT&T Wireless and T-Mobile, which is owned by Germany's Deutsche Telekom AG (DT).

Finally, after a chaotic fourth quarter in which a technical glitch for several weeks blocked the company from starting service for thousands of customers, AT&T Wireless decided to put itself up for sale. During the fourth quarter, AT&T Wireless also encountered problems "porting," or preserving, the wireless numbers of customers leaving AT&T Wireless or signing up for new services, as required by new rules for the wireless industry that went into effect last November.

By the time bids were due last Friday, a field of four or more potential suitors had narrowed to two: Cingular and the U.K.'s Vodafone PLC (VOD).

Before dawn Tuesday, AT&T Wireless' board was "where we'd been the last 72 hours" - in the offices of Wachtell Lipton Rosen & Katz, the law firm advising the company on its bid to be acquired - when Cingular Wireless raised its offer to $15 a share, said AT&T Wireless' Zeglis in a Tuesday call with journalists.

"We had just finished our third pizza," said Zeglis.

Cingular and Vodafone had each raised their bids to $14 a share earlier that day. Those bids were gradually ratcheted up from opening offers presented Friday, which were reportedly around $13 a share.

AT&T Wireless' board signed the agreement at about 2:30 a.m. or 3 a.m. Tuesday, said Zeglis.

If AT&T Wireless should accept a richer offer from another suitor, the company will owe Cingular a $1.4 billion breakup fee and $40 million in expenses. The agreement has no provision for Cingular to exit if AT&T Wireless' business should deteriorate significantly, executives said in a conference call.

   Exposure To Wireless

Cingular's initial inquiry to AT&T Wireless valued the company at $11 a share. The last-minute offer at a 36% premium to Cingular's opening gambit shows how desperate SBC and BellSouth are to stave off declines in their core landline business by increasing their exposure to wireless, a growing industry. The number of access lines served at each company continues to decline as consumers turn off their landlines in favor of wireless and high-speed Internet communications.

The price was considerably higher than most of the numbers discussed in the press since Jan. 22, when AT&T Wireless officially announced it was soliciting offers to be taken over. Shares jumped on the Tuesday news to as high as $14.10, far exceeding the previous 52-week high of $12.05 set Friday. AT&T Wireless shares closed Tuesday at $13.78, up 16.6% from their Friday closing price of $11.82. Still, they traded at a significant discount to the $15 price that the companies agreed to in the deal.

Arbitrage traders attributed the spread to profit-taking by investors who had bought AT&T Wireless shares in hopes of an acquisition. The time before the acquisition is expected to close - nearly a year - and a small degree of regulatory risk were also cited.

The acquisition is widely expected to gain government approval, but regulatory experts Tuesday were less optimistic than Cingular that no divestitures would be required.

Analysts differed on whether Cingular is overpaying for AT&T Wireless.

"We believe that the price represents a hefty premium above fair value, possibly 35%" or more, wrote Legg Mason Wood Walker Inc. analyst Michael Balhoff in a Tuesday research report. That's partly because he expects AT&T Wireless' results to deteriorate further in the first quarter, with revenue per subscriber declining by 10% from the first quarter of 2003 and operating earnings dropping 20%.

SBC Chief Financial Officer Randall Stephenson said the acquisition shouldn't affect his company's credit ratings, but Standard & Poor's seems to feel differently. The ratings agency put its single A-plus ratings on SBC, BellSouth and Cingular under review for a possible downgrade.

But some analysts, including Greg Gorbatenko of Marquis Investment Research, see the savings and potential for reduced competition as worth the $41 billion Cingular will have to pony up.

The price is a discount to AT&T Wireless' initial public offering price of $17 a share in 2001, when it was spun out of AT&T Corp. (T). The decline reflects a prolonged drop in wireless valuations during the 15 months that followed the IPO, as the industry struggled with price declines and worries over flagging subscriber growth. Wireless stocks regained much of that ground last year as subscriber growth enjoyed a resurgence and worries about access to the funding eased. Still, AT&T Wireless fell behind in the rally due to many operational hiccups, and traded under $8 a share before news reports surfaced early this year that the company had rekindled discussions to be acquired.
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Cingular's Purchase of AT&T

May Squeeze Network Suppliers

By DAVID PRINGLE 

Staff Reporter of THE WALL STREET JOURNAL

LONDON -- Cingular Wireless's pledge to make big savings on capital expenditure when it acquires AT&T Wireless Services Inc. likely furrowed some brows in northern Europe.

Telefon AB L.M. Ericsson of Sweden and Nokia Corp. of Finland are both major suppliers of network equipment to Cingular of the U.S. -- a joint venture between SBC Communications Inc. and BellSouth Corp. -- and AT&T Wireless, the U.S. rival Cingular has agreed to purchase. Analysts at Lehman Brothers estimate the U.S. carriers together account for between 6% and 8% of Ericsson's revenues and about 3% of Nokia's sales.

In all, the U.S. carriers devoted $6.5 billion to capital spending last year. But Cingular reckons that buying AT&T Wireless will allow it to cut capital expenditure across the two companies by up to $900 million in 2005 and up to $1.2 billion from current levels in 2006. Given that Cingular paid about $41 billion -- far more than most observers expected -- for AT&T Wireless it will be under intense pressure from its parent companies to deliver those cost savings.

Cingular, which will almost double its subscriber base to 46 million as a result of the acquisition, could partly see those savings from using the bargaining power associated with its new bulk to drive down the price of network equipment. Some analysts estimate that Vodafone Group PLC, the world's largest cell-phone operator in terms of revenues, can buy equipment up to 20% cheaper than a small carrier operating in just one country.

Lehman Brothers says that the deal between Cingular and AT&T Wireless, which is earmarked for completion late this year, could hit Ericsson and Nokia's revenues as early as 2005. The investment bank reckons up to 2% of Ericsson's annual revenues are at risk and up to 1% of Nokia's revenues. The bulk of the Finland-based company's revenues are derived from selling handsets.

A spokeswoman for Ericsson acknowledged that Cingular and AT&T Wireless are "huge accounts for us." She declined to comment on the short-term impact of the proposed deal on revenues, but said: "We believe it is good [for us] to have a strong and healthy customer segment. This is such a long-term business."

A Nokia spokesman declined to comment on the possible financial impact of the deal, but he said: "We see it as a positive development as it creates a very strong player in the GSM market." Nokia specializes in supplying equipment that complies with the GSM -- or global system for mobile communications -- standard rather than rival technologies.

Still, Stuart Jeffrey, a London-based analyst with Lehman Brothers, says at the very least the merger process is likely to disrupt capital spending next year. "There is bound to be some short-term dislocation," he says.

In the longer term, however, Lehman Brothers reckons the impact will be muted because the U.S. carrier market will still be intensely-competitive, driving down the price of voice calls. Falling prices should generate more traffic, forcing Cingular, and rival operators, to keep investing in more network capacity. In Europe, where voice calls typically cost more, most carriers devote a lower proportion of their revenues to capital spending than their U.S. counterparts.

The U.S. accounted for 14% of Ericsson's sales last year and 15% of Nokia's sales. Nokia's networks division, in particular, has made big inroads into the U.S. market in recent years, thanks in part to GSM contracts from Cingular and AT&T Wireless. The Americas region, in which the U.S. is by far the biggest market, accounted for 25% of Nokia's networks division's sales last year compared with just 11% in 2001.
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Cingular Deal Will Reshape Industry

Link With AT&T Wireless

Should Spur Technology, Help Service for Some - The huge deal that the U.S. wireless industry had been anticipating for more than two years came together literally at the eleventh hour.

For four days, two of the world's largest wireless companies had been vying to acquire struggling AT&T Wireless Services Inc. Britain's Vodafone Group PLC seemed on the verge of winning late Monday.

By Almar Latour, Jesse Drucker and Robin Sidel in New York and Anita Raghavan in Frankfurt

But in the end, Cingular Wireless, sensing opportunity at a pivotal moment, made the bold offer of $41 billion, or $15 a share, that won the contest. The surprise assault came in an 11:30 p.m. phone call in which Duane Ackerman and Edward E. Whitacre Jr., whose companies own Cingular, agreed to persuade their respective boards to approve one last jump in their bid. The condition: that AT&T Wireless sign the deal within 60 seconds of seeing the contract.

"I knew this one was going to be a roller coaster," says Mr. Whitacre, chairman and chief executive of SBC Communications Inc., which owns Cingular with Mr. Ackerman's BellSouth Corp.

Cingular's willingness to pay so much to buy the nation's third-largest wireless company is the best indication yet that today's long-distance and local phone companies are betting that wireless will dominate the future of communications. The price tag is reminiscent of the 1990s boom: roughly double the price at which AT&T Wireless was trading just two months ago.

If regulators approve the deal without forcing Cingular to shed substantial assets, it would create the largest U.S. wireless company, with more than 46 million customers. Cingular's coverage will extend to 97 out of the nation's top 100 markets. With AT&T Wireless, Cingular will have enough spectrum -- the invisible airwaves used to carry wireless calls -- to bring the masses anything from basic mobile-phone calls to Web surfing.

For some Cingular customers, the addition of AT&T Wireless's more extensive network could lead to improved service. The new enlarged Cingular is also likely to convert its networks to higher-speed technology that could ultimately allow Internet users to choose between wireless and traditional cable and phone-line connections. But over the long term, industry consolidation could lead to higher prices for consumers. The deal probably won't be made final for at least nine months, so customers won't see big changes immediately.

In the U.S. wireless market, two dominant players are expected to go head to head: Cingular against Verizon Wireless, which until now has led the U.S. market with its 37.5 million customers. The combination of Cingular and AT&T Wireless will have more resources to invest in its networks. That could help spread the adoption of wireless technology in the U.S., which has lagged behind other countries because American competitors have used different technologies.

More broadly, the telecom industry now is gearing up for more deals. Long-distance and local phone companies are in a state of decline and are expected to seek growth through mergers and acquisitions. This week's deal puts pressure on the traditional phone companies to continue to stretch across old industry dividing lines -- such as local and long distance -- to attach themselves to healthier companies, especially those in the wireless area. AT&T Corp. and Qwest Communications International Inc. are seen as likely acquisition candidates.

But for all the talk of global telecom consolidation, the Cingular-AT&T Wireless combination appears to have neutralized two foreign players in the U.S. market that once had enormous ambitions in America: Vodafone and Japan's NTT DoCoMo Inc.

Challenges remain for Cingular. Some say that the company is paying too much for its $41 billion acquisition, which doesn't include the assumption of $6 billion in debt. The carrier was in desperate need of additional spectrum, and analysts say it probably could have had it for well under $10 billion by buying distressed assets from other companies. But Cingular's parent companies, SBC and BellSouth, were determined to impress investors by showing immediate growth. "When we looked at the telecom industry, we realized that the growth was in wireless and data. So, to be successful, you have to be a player in both," BellSouth's Mr. Ackerman says.

Merging two large companies is always complicated, and Cingular and AT&T Wireless had already been juggling expensive technology changes that will now only be further complicated. AT&T Wireless has been seeing customer complaints soar while its financial performance has sagged. Even as wireless use is exploding, with 155 million U.S. users today, the price to make a cellphone call continues to fall, down 36% over the past two years.

On an otherwise uneventful postholiday trading day, Wall Street voted in favor of the acquisition, with the stock market rallying on the news. Despite concerns that Cingular's parents paid a high price for AT&T Wireless, SBC shares dropped a mere 18 cents, or less than 1%, closing at $24.87 Tuesday. BellSouth shares fell 49 cents, or 1.7%, to $29.06. Meanwhile, shares of AT&T Wireless jumped $1.96, or almost 17%, to $13.78.

Phone Call

Early Monday evening, SBC's Mr. Whitacre -- long an advocate for consolidation that could improve profits in the wireless industry -- stood on a stage in San Antonio. As he addressed 1,500 of his managers, he felt his cellphone vibrating in his pocket. Mr. Whitacre had been expecting a call from the AT&T Wireless board, updating him on the status of Cingular's bid. The call didn't bring good news: An adviser confirmed earlier reports that Britain's Vodafone was on the verge of winning the auction, according to people familiar with the situation.

Mr. Whitacre deadpanned to the crowd that his wife, Linda, was asking him to pick up milk on the way home.

By the time he did get home, calls from bankers and lawyers in New York handling Cingular's bid were pouring in. His BellSouth partner, Mr. Ackerman, was working from his home in Atlanta, making phone calls to his advisers and sending so many text messages from his hand-held device that his thumbs hurt the next day, according to people familiar with the situation.

The mood on the Cingular side was glum. Formed in 2000 to merge the wireless operations of SBC and BellSouth, Cingular allowed its corporate parents to compete with such rivals as Verizon Wireless. For weeks, Cingular had been considered the favorite to win the auction for AT&T Wireless. The company had put in an early informal $30 billion bid for the company in December, before AT&T Wireless started the auction. Since the bidding formally opened last Friday, Cingular had upped its offer for AT&T Wireless twice, first to $35 billion and then to $38 billion.

But despite the increased bids, Vodafone appeared to have gained the edge, in part because it doesn't control any U.S. assets and thus could attract less scrutiny from antitrust regulators. Beginning as a small British wireless company in the early 1980s, Vodafone grew to become the biggest in its industry in Europe, mainly by making bold acquisitions. On Monday morning, as the board of AT&T Wireless was set to begin its meeting to decide the winner, Vodafone boosted its bid to match Cingular's $38 billion.

Best and Final

With two equal bids, AT&T Wireless asked both parties for their best and final offers by 4 p.m. Cingular didn't budge. When Cingular didn't hear from AT&T Wireless's advisers for several hours, its advisers assumed the game was over and they had lost.

At about 7:30 p.m., New York time, approximately 30 Cingular bankers and advisers left the midtown offices of Sullivan & Cromwell, SBC's legal counsel, to have dinner at a nearby restaurant, Eleven Madison Park. "We were cracking open bottles of wine and commiserating," one attendee says.

But as the night wore on and AT&T Wireless still had made no announcement of a deal, Cingular sensed a possible opening. At 9:30 p.m., an anxious James Kahan, the head of mergers and acquisitions at SBC and Mr. Whitacre's right-hand man, called Cingular's advisers to ask if it was possible to come up with one more offer. Sullivan & Cromwell attorney Joseph Frumkin spoke via telephone with Steven Rosenblum, a Wachtell Lipton Rosen & Katz attorney working for AT&T Wireless, to ask if bids were still being accepted. Mr. Rosenblum said yes, according to people familiar with the situation.

Meanwhile, Cingular's advisers learned that Vodafone's board of directors was set to meet Tuesday morning at 8, London time, or 3 a.m., New York time. Though Vodafone officials say the board meeting was a regularly scheduled event, the Cingular officials sensed something else was afoot and believed that Vodafone Chief Executive Arun Sarin was going to his board to ask for permission to sweeten his company's offer to perhaps $14.50 a share.

BellSouth and SBC's top executives believed that if they could get their boards to go up to a whopping $15 a share, or $41 billion, they could trump Vodafone before its board meeting. Vodafone hesitated, and Cingular pounced.

SBC's attorney, Mr. Frumkin, told Mr. Rosenblum of the AT&T Wireless camp that the company was prepared to submit a $15-per-share bid -- but only on the unusual condition that AT&T Wireless accept the offer within 60 seconds of seeing the contract. Roughly an hour later, Mr. Rosenblum called back and agreed.

The chairmen of both SBC and BellSouth decided to go ahead with the move. Aides woke up board members of the companies to orchestrate midnight conference-call meetings of the boards of both companies. SBC's board meeting began at 1:25 Tuesday morning and lasted 10 minutes. BellSouth's meeting started at 1:30 a.m. and ended at 1:40. Both boards approved the move.

With board approval out of the way, lawyers for both companies quickly drew up a contract to cement the deal. Around 2:15 a.m., the documents were ready, and a squad of bankers and lawyers representing SBC, Cingular and BellSouth went for a four-block walk in the bitter cold to the offices of Wachtell Lipton, where AT&T Wireless executives and board members were stationed. The deal was signed at roughly 2:30 a.m., and Cingular was on its way to becoming the largest wireless company in the U.S. To celebrate the win, lawyers for Wachtell Lipton brought out bottles of champagne.

In the Frenzy

In the midst of all the frenzy stood John Zeglis. The AT&T Wireless chief executive had worked as outside counsel to AT&T Corp. for a decade, leading up to its breakup in 1984, and later took over the wireless business.

Particularly in the past year, Mr. Zeglis has been criticized for his stewardship of the company. Skeptics have pointed out that he inherited a set of great assets -- including a strong balance sheet, recognizable brand name and enviable business-customer base -- but has consistently overseen tepid results.

But Mr. Zeglis sold his company well. The $15-a-share price shocked many investors, who saw the deal as a boon to a company that has consistently traded below $8 a share for the past year. "Through blind luck I was always there when something big was happening in telecommunications," Mr. Zeglis says. "I think of myself as the Forrest Gump of telecommunications."

In winning, Cingular will inherit a challenge at AT&T Wireless that is similar to one it has itself been dealing with for nearly two years. Each carrier is running two separate networks that use differing technologies. This odd set of circumstances increases operating and capital expenditures. Both carriers are gradually moving subscribers to their newer networks, which are capable of higher-speed data transmission.

But AT&T Wireless has been much slower than Cingular to move customers over. As of the end of 2003, barely 20% of AT&T Wireless's customers were using the newer network, which has been operating in various parts of the country since early 2002. About 45% of Cingular's customers are on their newer network.

Another issue: AT&T Wireless has the industry's highest customer-complaint rate, according to Federal Communications Commission records, and that rate has increased steadily for the past year. Many of the complaints concern problems stemming from the newer network, analysts say. This has resulted in high customer turnover, and the company says it will stay high through the first half of 2004.

But none of these challenges blocked the big deal. After selling his company at about 2:40 a.m., Mr. Zeglis called Mr. Sarin of Vodafone to tell him he had lost. Vodafone's chief executive apparently had known nothing of Cingular's stealth move.

