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       This Current Report on Form 8-K is filed by Cellular Technical  

Services Company, Inc., a Delaware corporation (the "Company"), in connection  

with the matters described herein. 

 

ITEM 5.   OTHER EVENTS 

 

(i)    On December 22, 1997, the Company settled a lawsuit brought in July  

       1996 against the Company by Reon International Corp. and Reon Corp. in  

       the Superior Court of King County, Washington.  Pursuant to the  

       settlement, the lawsuit was dismissed by the court with prejudice  

       without any admission of liability or wrongdoing by any party. 

 

(ii)   In June and August 1997, the Company issued press releases in response  

       to statements published by third parties about the Company's patent  

       rights. These statements related to a re-examination proceeding  

       conducted by the United States Patent and Trademark Office ("USPTO")  

       with respect to a patent owned by AirTouch Communications, Inc. and  

       licensed on a non-exclusive basis to the Company (the "AirTouch  

       patent").  In this re-examination proceeding, the USPTO had  

       determined, on a preliminary basis, that a question of patentability  

       existed as to the AirTouch patent in light of a previously-filed  

       patent owned by Barry J. Magrill (the "Magrill patent"), either by  

       itself or in combination with other previously-filed patents.  In  

       November 1997, the USPTO announced its final ruling in this  

       re-examination and terminated the proceeding.  In its final ruling,  

       the USPTO confirmed the patentability of all claims contained in the  

       AirTouch patent, and consequently removed the Magrill patent and other  

       previously-filed patents as prior art references to the AirTouch  

       patent.  The USPTO's formal Reexamination Certificate evidencing this  

       ruling is expected to be published by the USPTO in February 1998. 

 

(iii)  On January 13, 1998, Communications Information Services, Inc., which  

       purports to have exclusive rights to grant sublicenses under the  

       Magrill patent, brought a lawsuit against the Company and AirTouch  

       Communications, Inc. for alleged patent infringement in the United  

       States District Court for the Northern District of Georgia at Atlanta.  

       The complaint alleges that the Company's cellular telephone fraud  

       prevention technology infringes the Magrill patent, and seeks damages  

       in unspecified amounts.  Although an unfavorable resolution of the  

       suit could materially affect the Company's financial position, the  

       Company believes this lawsuit is without merit and is vigorously  

       defending against it. 

 

(iv)   In January 1998, the Company began implementation of a strategic plan  

       that includes, among other initiatives, streamlining its operations to  

       better balance expenses and revenues, and directing additional  

       development efforts and resources toward new products that can  

       generate new sources of revenue.  As part of the strategic plan, a  

       restructuring was initiated which reduced the Company's staff levels  

       by approximately 20 percent and consolidated the Company's hardware  

       assembly and integration operations.  In addition, the Company has  

       made several changes to enhance its management team, including the  

       hiring of a new Vice President of Marketing, and the promotion of an  

       employee to Vice President Support and Services. 
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