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ALLEGATICN OR SUBJECT

JOINT APPLICATION OF THE UNITED TELEPHONE COMPANY OF PENNSYLVANIA D/B/A SPRINT
AND -OF SPRINT LONG DISTANCE, INC., FOR ALL APPROVALS REQUIRED UNDER THE PENN-
SYLVANTA PUBLIC UTILITY CODE IN CONNECTION WITH CHANGES OF CONTROL OF THE
UNITED TELEPHONE CCMPANY OF PENNSYLVANIA D/B/A SPRINT, AND OF SPRINT LONG
DISTANCE, INC. SEE ALSO A-311379F0002 FOR SPRINT LONG DISTANCE INC.
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James J. McNulty, Secretary m = o <
Pennsylvania Public Utility Commission D O L U M E N T g 5 0m
400 North Street F O L D E R o o -

c (%)

Harrisburg, PA 17120

Re: Proposed Merger of Sprint Corp. and Nextel Communications, Inc.

4

Dear Secretary McNulty:

I am writing on behall of The United Telephone Company of Pennsylvania d/b/a Sprint,
Sprint Communtcations Company L.P., and ASC Telecom, Inc. (collectively “Sprint”) to provide
additional information to the Pennsylvania Public Utility Commission (“Commission™) regarding
plans whereby Sprint’s parent company, Sprint Corporation, and Nextel Communications, Inc.

(“Nextel”) will merge pursuant to a merger plan. During meetings of January 11 and January

14, 2005, we indicated that an electronic copy of the filing recently made before the FCC would
be electronically accessible. Unfortunately, the FCC has not yet made the FCC application
availabie electrontcally. For your convenience, enclosed herewith is a compact disc containing

an electronic version of the FCC application,

As explained at our January meetings, the merger agreement provides for the creation of
a new Sprint corporate entity (“S-N Merger Corp.”). Nextel will be merged into S-N Merger
Corp. on the effective date of the merger. S-N Merger Corp. will survive the merger as a wholly
owned subsidiary of Sprint Corporation, which will be renamed “Sprint Nextel” upon
completion of the merger. There will be no changes to Sprint Corporation subsidiaries operating
in the Commonwealth of Pennsylvania and no change of control of Sprint Corp., the ultimate
parent of the Pennsylvania regulated subsidiaries. The merger will be transparent to customers
of the Sprint companies regulated by this Commission. These customers will continue to reccive
- service based upon the rates, terms and conditions currently in effect in Pennsylvania. Nextel

and its subsidiaries (all wireless companies) are not certificated by this Commission.
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James J. McNulty 0 .
February 18, 2005

Page 2 of 2

Following the close of the merger, Sprint Nextel intends 1o separate Sprint’s local
telecommunications business in all eighteen states where it operates, including consumer,
business and wholesale operations, from its other businesses. Sprint Nextel will then spin off
this separated company to the Sprint Nextel shareholders in a transaction that is expected to be
tax free. Before the spin-off occurs, Sprint will file an application with the Commission seeking
approval of the transaction under applicable Pennsylvania law and regulations. We shall update
you regarding this filing.

Please do not hesitate to contact me if you have any questions. Also, if additional copies
of the enclosed compact disc are needed, please do not hesitate to contact Russ Gutshall (717-
245-6502) or me. Thank you for your attention to this matter.

Sincerely,

BuiCobih_

Sue Benedek

" ZEB/jh
enclosures
cc: The Honorable Wendall Holland (w/enclosure, via hand delivery)
The Honorable Robert Bloom (w/enclosure, via hand delivery)
The Honorable Kim Pizzingrilli (w/enclosure, via hand delivery)

Cheryl Walker Davis (w/enclosure, via hand delivery)
William Llovd (w/enclosure, via hand delivery)
Philip McClelland {w/enclosure, via hand delivery)
Karen Moury (w/enclosure, via hand delivery)
Bohdan Pankiw (w/enclosure, via hand delivery)
Robert Rosenthal (w/enclosure, via hand delivery)
Johnnie Simms (w/enclosure, via hand delivery)
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FCC 603 . FCC Wireless Telecommumcahons Bureau ggggﬂ_"ggntg oms

Application for Assignments of Authorization |z 0 oo meons for

) and Transfers of Control Jpublic burden estimaie

at 04:38PM

File Number:
0002031766

Submitted 02/08/2003

'
¥
{

[‘u 3y Application Purpose: Transfer of Control o

2a) If this reques‘.is far an Amendment or Withdrawal, enter the File Number of the pending apnlication ‘!File Numbesr-
currenily on fite with the FCC.,

[2b) File numbars o related pending &pplications currenty on file .-.'l.h the FCC:

Type of Transaction

{Sa) Is 1his & pro forma assignment of autherization or ransfer .r of contral? No

3b} If the answer 10 liern 3a is 'Ves', is this a notification of a pro forma transaction being filed under the Commission's forbearance
procedures for re!ec.ommumcauc{'fs hcenses?

]-’f_ ) For assignment of authorization only, is this & partiion anaor disaggregation?

5a) Does this fling request a waiver of the Commission rules?
A Yes', anach an exhibit providing the fule numbers and explaining sircumsiances, No

59) If a feeeble waiver request is attached, mulliply the number of stations (call signs} times the number of rule
sectons gnd enter the resull,

fﬁ) Are attachiments being filad with 1his application? Yes . o

N R 0 W

7a) Does ine transaction that is the subject of this application a:so invalve transier or ass:gnmem of owmer wireless licensas hefc Dy the

this form ang for which Commission aparoval is reguired? Yes

|

assignariyansieror or affiiates of e assignoyransieror(2.g.. parenis, subsidiaries, or commenly coniroiied entities) that are ot includec on

470} Does the transaction hat is the subjec! of this application also involve transfer or assignment of non-wireless licenzes that 2re not
lincluded on thig form and for which Commission approval is required? Yes

Transachon Information

8) How will assignment of authorization or ransfe: of conteal be accomplished? Sale or other assignment or transfar of stock
" required by applicable rule, ataeh as an exhibit a statement on how canirol is to be assigned o ransferred, along with copies of any
‘iperinent £oniracts, agreemeants, Insiruments, cartified copies ol Courr Orders, gIe.

!9) The assignment of authorization or iransfer of control of license ig: Voluntary i
Licensee/Assignor Information
[10) FCC Registration Number {FRN): 0002050052 R |
{313 First Name (if individual): i fLest Name: |sutnx: j
[‘n 2} Entity Name (i¢ not an individual): Nf_g:t"a_t_L_icense Holdings 2, Inc. _ !
[13} Atention To: Rebin J. Cohen i
1'-4) P.C. Box: ) JAnaror {12} Swreet Address: 2001 Edmund Haltey Drive !
!16)__(_:9 Reston __ _Dinswmeva [18) Zin Code: 20191 !
1119} Telephane Numbe:: (703}433.4000 '[20) FAX Number: {703)433-4035 !
i2-) E-hail Addross: - ] !
22) Race, Ethnicity, Gender of ASS|gnorIL|censee (Optional)

. American Incian or Aleska s Biack or African- i|Marive Hawaiian or Other Pacific Toaspiecint
i e s lsenge” M

Nat Hispanic or

Ethnic t G
it e
{Gender: {Female: INals;

hips:/fwtbwww03. fee. gov/de fault.sph/UlsPrint Preview exe?FNC=hyperlink to_print__...  02/08/2005
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Transferor Information {ior transfers of control only}

Ea) rCC qeglsrrauoq Numbes (FRNY: 0053759890 o L .

[24) Flrst Name (hl’lCiVl_d_ﬁ:_ﬂ_') . _f{_‘ll iLas Nane o | Suffix: )

[251 Eniy Name {1 not an inavidual): Nexisl Communications, inc

perFo.Box . [ancfOr  [27) Suee: Adciess: 2004 Edmund Halfey Delve
[28) City: Reston N A i[30) Zip Code: 20191
[31 ) Telaphone Numoer: (793)433-1000 [32) FAX Number: (TG3)433-a035 B

[23) E-Mait Acdress:

Name of Transferor Contact Representatwe {if other than Transferor) {for ransiers of control only)

[34)Fi.st Name:Robert  _ _  [MEH__ {Last Nzme: McNamara _|Buifx: !
|35) Company y Mame: Nextel Communications, Inc. o
f3e)p.0. Box: e |pngioe 13?) Street Adcress: 2001 Edmund Haliay Drive '

{=8) City: Resten -
]4%} Teigphons bﬂmber: (703]42—4_025'}__

_]39) State: VA {40) Zip Code: 20181 :
_|#2) FAX Mumbes: (703)433-4035

[43) E-pail Address: robert.menamara@nextel.com

N e i

Assugnee!T ransferee Information

[44) The Ass:gneﬂ is a(n) Curporatlon
{45) FCC Ragistration Number (FRN): 0012453145
4B) First Name (f indivicual); :|E,”_ . {Last Name: lsuflx: ]
]47")' Entlty Name (f other than individual): 8-N'Merger Co_rpT i :
[38) Name of Real Pary in Interest: [e9) Tin: i
I:S_O)_ﬁ_.gmﬂcr_:_‘fe: Anthony Traini

e SR e o s & o e e g o e

{511 P.0. Box: [anc70r [52) Street Address: 401 9th Street, NW - Suite 400 !
[53) City: Washington

o _ sy smeDe ‘[55) Zip Code: 20004 ]
[58) Teleptione Number: {202)585-1925 {57) FAX Number: (202)585-1892
[58) £-mall Address: teny.tralni@mail.sprint.com

oo |

Name of AssigneefTransferee Contact Representative (lf other than Assignee/Transferee)

;§9) First Name: Philip L L __"Epﬁgmgq_g.ieg_eer ,%Suff';. Esq i
{60 Company Name: Willkia Farr & Gallaghor LLP . . ]
51) P.O. Box: __lanasor '[62) Sirent Adoress: 1875 K Street, NW !
463) City: Washington _— {64} State: DC |85) Zip Code: 20008 j
:166) Telephone Number: (2023031000 {673 FAX Nusnbar: (202)303-2030 i

158) E-Mal Address: pverveer@wilikle.com

Ahen Ownership Questions

.sa) Is the Assignee o7 Transferee 2 foceign government or 1he representalive of any foreign government? N}
70} Is the Assignes or Transferee an allen or the representative of an alien? “INo]
[70)is e s ih representati 7 R .7
i;“'_)'is the Assignee or Transieres a corporation arganized uncer trf laws ofiany‘{‘grelgn govemment? iiNo}
72) Is ire Asss'gn_ee or Transferez_'-: 2 chrperation of which mere than one-ifth of the capiial s1ock s owned of record o7 volsd by aliens or | f
their represantativas or by a foreign government ar representative thereof or by any corparstion organized under the lsws of a foreign |[No
EOUﬂ‘W? |
73) Is the assignee or Transieree giractly or indirectly conirolled by zny other corporation ef which mare than one-fourth of the capital _,
siock is gvmed of .recgrd or voled by aliens, their represenialives, or by a forgign government of representative thereod, or by any

corporaion organized under the faws of a foreiga country? I "Yes', attach exhibit explaining nature and extent of alien or foreign No,
ownersnip o7 control. B =

Basic Qualification Questions

! =

hitps MwibwwwOS. feo. gov/default sph/UlsPrintPreview.exe?FNC=hyperlink_to_print__...  02/08/2005
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74) Has the Assignee or Transieres or any panty o inis application hat any FOU siztion autherization, license or construction oemmit

revpked or had any application for an inflial, modification or renewal of FCC stavon avthonzates, license, canstruciion permii danied by \No
ine Commission? I 'Yes'. atach exhibit explaining clrcumstances. . o _ -
75) Mas ine Assipase or Transferee or any pany o ihig eopfication, or any parny oireclly or indirectly conirolling ine Assignee or '
Transieree, of any party 0 ihis application ever deen conviciea of a felony by any sisie or federal court? It Yes'. attach exnibit No-

{explelning clrcumsiances.

76) Has any court finally adjugged the Assignee or Transferee, or any party girectly or indirectly con:roﬂln_g ihe Assignee or Transferee
Guilty of untevdully mongpolizing or attempting unlawitlly 1o menopolize radic communication, directly or inairectiy, through conirol of No
rmanuiaciure or sale of radio apparalus. exclusive iraffic arangement, of any olner means or uniais methods of compelition? ¥ "Yes',

attacn exnioh explaining circurnsiances.

I

77) Is ihe Assignee or Transferee, or any panly direcily or indirectly conuoliing the Assignee or Tians/erea currenily a party in any
pending metér referred 1o in 1he preceding two items? If %es’, atiach exhibil e_)g;_)!a_l‘nﬂgﬁc‘i;z.n_msz_ance_s._

-
ﬁov

78) Race, Ethnicity, Gender of Assignee/Transferee (Opt_ionai)

r - — 3 — - [ I -, .
i Amgeican Indian or Alaska ‘ A Black or African- MNative Hawailan or Other Pacific Twhite:
Race: lNa‘-ive: Asian: Aﬂg_rimn: - ,’,st"dE“ o Wl'u.e.;
FTI N o Mai Hispanic or
[Ethmcnty. lhls;zamc ar Latno: I.Laﬁno:
Gender: _|Female: o _Maee
Fee Status
|79) 1s the applicent exempt from FCC soptication fees?No i
ZSO} Is tne applicant exempt from FCC regulatory fees? Yes I t
Assignor/Transferor Certification Statements
'1) The Assignor or Transferor certifies either (1) that the authorizatien will not be assigned or that control of the ficense witl not be l
transferred until {he consent of the Federal Communications Commission has been given, or (2} that prior Commission consent is not |
required hecause ihe ransaction Is subjact 1o strezmlined notification proceduras for pro forma assignments and lransfers by \
telecommunications carriers. Sgs Memorsndum Opinioa and Order, 13 FCC Red. 8283(1588). f
2} The Assitno; or Transferor certifies tnar all statements made in this application and in the exhiblis, attzchments, or in documenis ’
incorporated by reference are material, are part of this application, and are true, complete, correct, and made in good faim.
[Typec or Printed Name of Party Acthorized to Sign - ]
{81) First Name; Robert MEH _|[testName: MeNamara [suthx: i
{32} Titte: Senlor Counsel, Reguiatory i
|Signature: Robert H McNamara |[83) Date: 02igaies !

Assigneeransferee Certification Statements

1} The Assignee or Transieree cenifies cither {1) that the autharization will not be assigned or that copirol of the license will no: be
transferred until the consent of the Federal Cormmunications Commission hes been given, or {2) thet prior Commission conseni is not
required because the transaction is subiect to streamlineg notification procedures for pro forma assignments and ransiers by
wiecomminications carriers See Mgmorandum Oplnion and Grder, 13 FCC Red. 6293 (1993),

2} The Assignue or Transferee waives.aay claim to the use of any parlcular frequency or o! the electromagrietic specirum as agaings the
reguiziory power of the Unlted States becsuse of ine previcus use of the same, whether by leense or otherwise, angd reques!s an
suthorization in accorcance with this application,

3) The Assignee or Transferse certifies that grant of this application woutd not cause the Assignee or Transieree to be in viclation of any
pertinent cross-awnership, atuibution, or specirum ¢ap rule.”

i the appficant nas saught & waiver of any such rule in connection with this apalication, # may make this cerification subject to the outcome ;
! the waivar request. !

Y | ST, ; Sp——

4) Tne Assignee o Transleree agrees to assume af obligations and abide by all conditions imposed on the Assignar or Transferor under the |
subject authorization(s}, unless the Feceral Communications Commission pursuant to a reques! made herein olherwise allows, excapt for

liabifity for any act done by, or any nght accured by, or any sult or proceeding had or commenced against the Assignor or Transteror prior to
this assigoment.

- e o e e e I

51 The Assignes o Transferse certifies ihar ali statements made in this spplication and in the exhibits, attachments, or in Cocumenis
incorporatec by reference are material, are part of ihis application, and are true, complete, correct, ang made in good faith,

6] The Assianes or Transierse cedifies ihat neither il nor any ofher party to the applicetlon is subject io a denial of Federa) benefits pursuant
0 Saction 5201 of the Anti-Grug Abuse Act of 1598, 21 U.5.C § 862, because of 2 conviciion for Dossession or disirbuticn of a conirolled
su_:)_s_;ejnc&_See Sectign 1.2002(b} oi the rules, 47 CFR § 1.2002(b}, for the definition of “party 1o the application™ as used in this cerliﬁcaticrnu

7} The anplicant certifies Ihal it either (1) has an updaied Form 602 on file with the Commission, {2} s filing an updated Form §02 |
simgﬂan_egg;l_‘,: _\!y?iljﬂluhiif_g_phqﬁﬁ?ﬂ. or (3) is not required to file Form 602 ender the Commission's rules. !

htps://wibwww03. foc. gov/delault sph/UlsPrintPreview exe?FNC=hyperlink_to. print__...  02/08/2003
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Typed or Printed Name of Party Authorized to Sign

s sy | |

[B-i,) First Neme: Vonya _|m:B jLast Nams: McCann [Suffix:
[85) Title: Senior VP, Federal External Affairs_

[Signature’ Vonya BMeCann _ {8s) Dawg; 0270805 !

WILLFUL FALSE STATEMENTS MADE ON THIS FORM OR ANY ATTACHMENTS ARE PUNISHABLE BY FINE AND/IOR
P

IMPRISONMENT (U.S. Code, Title 18, Section 1001) AND/OR REVOCATION OF ANY STATION LICENSE OR CONSTRUCTION
ERMIT (U.S. Code, Title 47, Section 312{a){1)), AND/OR FORFEITURE {U.5. Code, Title 47, Section 503),

Authorizations To Be I_Xssig_ned or Transferred

| 90) Path 92) Lower [, - -
87) Call 88) | 89) thm;er on or)Cen‘:er 93) Upper: 94) {9
Sig Radio |Location (Niicrowave Frequency Fre uenc.v Frequency[Constructed Assigment!
[ = Service | Number * o'nlv) Number ({?I'Hz) “| (MHz) | Yes/No | Indicator!
| WNTNS37 | CF _ | Yes
| WNTNS39 | CF [ ves
[WNTNs40 | CF Yes
| KWSs14 | GX _ Yes
[WNBGS06 | GX _ [ Yes

{ WNFW69s | GX |  Yes

[ wNKS373 | 6x Yes

IWNUGY86| GX_. Yo
[WNUGY89 | GX_ | [ Yes
LWNUG998 | GX_ [ ves
JwNVT384 || GX | | Yes
| WPAP689 | GX Yes
[WPAYS56 | GX _ | Yes
| WPCG772 | GX Yes
[ WPD1306 [ GX | Yes
Twppvsor [ Gx [ Yes
| WPDX940 | GX Yes
| WNKL373 | YS ° ‘ | Ves
| KNAHO39 | YX | Yes
| KNBB692 | YX | Yes

| KNBU467 | YN _Yes

| KNBX896 | YX

I
A

I KNCD380 | YX _ Yas

|
|KNCM744 | VX [ Yes
[KNCR517 |_YX | ves
| KNCZ458 | YX [ Yes
| KNCZ486 | YX I Yes

| Yes

]

| KNDB970 | YX
| i

hutpsi/ivtbwwwi3. fec gov/detault. splyLils PrintPreview.exe?FNC=hyperlink_to: print. ... 02/08/2005
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| KNDC474 | YX

[ KNDC480 | YX

[KNDCagl [ ¥X

[KNDC486 | YX

| KNDH334 | YX

[KNEHG2L [ YX_

| KNEH71! | YX _

[ KNEH715 | YX .

[iotEMEa7 | X

I KNER547 | YX _

[[KNER589 | YX

[ KNEVO91 | YX

[KNEW20L | YX_|

[ KNFBOS5 | YX |

| KNFG245 | YX

| KNFG292 | YX

]
]

L KNFU3IT | YX

| KNFY954 | YX

| KNFY990 || YX

|KNGD842 § YX

{KNGD854 | YX

TkNGG212 [ ¥X

[KNGK309 | YX

!

H

[KNGR377 |_YX

| KNGR378 | ¥X '

| KNGR382 | YX

[ KNGR383 [ VX

1

{KNGR384 | VX .

| KNGR386 | YX_|

TKNGR387 | ¥X

[ KNGR388 | YX |

LKNGR390 | YX

| KNGR394 | ¥X

[KNGR395 | YX

»r‘—

| KNGR396 | YX

[RNGR791 | vX

| KNGZ269 [ YX_

| KNGZ270 | YX

Page 5 of 19
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[KNHCE21 | YX
[KNHH556 | YX
[KNHK297 | YX
RNHR783 | YK

[KNHQ746 | ¥X_

[KnRQ7S2 | YX

Page 6 of 19

|KNHQ789 | YX

[ KN1A926 | YX _

| KN1A927 | YX

[ KNIA943 | YX .
[ KNIA9S2 | YX
LKNIQ7IS | YX
[KNIVTS2 | vX
[ KNIW331 | ¥X

| KNIw372 | ¥X |

| Kviased | YX

[ KNJH980 | YX

| KNTHO97 1 YX
T kmadd | yx o
| KNING64 | YX
[ KNJUS96 | YX
| KNJU934 | VX
TKNIX894 || ¥YX
| KNRS941 4 YX

[ KNRUS68 || YX

TKNRUS69 | YX

| WNAB643 {|_YX

| WNAC638 | YX .

TWNAFSII | YX

HWNAF894 | YX

[WNAH226; YX

| WNAJIST | ¥X

[wNAvS6s [ YX
IWNAY6S3 | YX
TwNaY66s | vx
’,WNBF“F, - YX
| WNBF503 | YX

hitps:/wibwwwO3. fec. gov/de fault.sph/UlsPrintPreview .exe ?FNC=hyperlink_to_print__ ...
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[WNBGS71 | YX |,
[WNBU748 | YX
| WNBY463 | YX
|WNBW438| YX
[WNBWS15| VX,
[(wBx522 [ YX_
WNCB706 | YX
| WNCC7321] YX |
WNCD844 | YX |
| WNCDS89 | YX_;
fwrcG347 [ vx i
TwNcH729 | YX
[WNCN369 || YX |
[WNCQ605 | YX |
{wnNCQ761 | YX |
T WNCT434 ]| _YX i
| WNCT557 | YX |
|WNCX473]] YX !

[wiDJ64g | vx |
| WNDX3021 YX
[wNDX351{_YX_,
|WNDX367 | YX |
[WNFB903 | YX |
[ WNFF360 | YX
[ wNFL68Y | YX
[WNEM371 | VX |

]
[WNFQ692 | YX i

[ WNFS452 | YX |
{ WNFS750 | YX
[WNGC307 [ YX |
| WNGC417 | ¥X |
[ WNGH671 [ YX -
| WNGHSS5{ YX -
|WNGM384{| YX
| WNGV265 | YX
[WNGW4s2] YX
| WNGX948 | YX
| WNGX949 | YX

Page 7 0f 19
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lwmmaoal YX

| WNHF918 | _\._}_{_

[ WNHF967 | YX

[ WNHI697 | YX

| WNEI701 | YX

[WNHIT06 | YX__

[ WNHN224'

_YX

{W\‘H\I226

| WNHS240 | YX

| WNHS387 | YX

[wnHss04 | vx
WNIC903 | YX
| WNICO71 |
1 wNIC989 | YX
| WNID217 | YX
| WNID221 | YX

{ WNIT701 | YX |

fwNixa22 || Yx

| WNJA9O7 | YX !

| WNJA920 | YX

1 wNIBs26 || YX !

| wniBs9g | yx !

e

| WNLD316 |

VX

| WNLD459 | YX

[ w91 [ VX

| WNLQ756 |

X

| WNJD305 | YX ;
| WNJQ4Ll | YX
§ WNIUSSS | YX |
| WNKK656]_YX
I WNKL298 | ¥X |
[WNKQ72s | YX
[waks323 [ yx
| WNKS328 1 VX
| WNKS334 | YX |
| WNKS335 1 YX
| WNKX7014 YX
[WNKX716 | YX .

Page 8 of 19
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[(WNLQ7s9 | YX
| WNLQ794 | ¥YX
[WNLQ795 [ ¥X_
WNLQ798 [ YX
]wr\‘mmul YX

[WNMD343 | YX

‘\\'\‘MD:?Z’) ‘ YX

[WNMD374 | YX

(wNMD381[ YX

[WNMD405 | YX

l V\‘MG463‘ YX

ﬁv\ M1977 ('yx !

]\WMW@OZ [' X

JwiMY400] Y }: B

{wNMY401 [ YX

TWNMY409:| YX
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FCC Form 603 Schedule for Assignments of Authorization 9050 - 0800 _
Sthedule A and Transfers of Control in Auctioned Services See Instuciions far public

burden estimate

Assignments of Authorization
1) Assignee Eligibility for installment Payments (for assignments of authorization onty}
fIs e Assignee clalming ine same calegory or 3 smaller category of eligibility for Instaiment payments as the Assignor (as

dEaBﬂ'lmed by the apphcable rules governing ihe Uoensas i nssuea to the Assngnor)"

A[H Yes', is the Assignee applying for instzifment payments?

2) Gross Revenues and Total Assets Information {if required} {for assignmenis of authorization only)
Refer to appliceble auction nifes for method o deiermine required gross ceventes and wigl gssels in informalion

3 Grose e Ip |

[Year + Gross Revenues (cuent) | Yeer2 GrossRevenues | Year 3 Gross Revenues _ | _Tolal Assess:

3) Certification Statements
For Assignees Claiming Eligibility as an Entregreneur Under the Genreral Rule

fassigneg certifies that Iney are eligible to obiain the ficenses for which they anply, .

For Assugnaes C]a|m|ng Eliglb:hry as a Publicly Traded Corpnra:lon

Assignee cepifies tha! they are eligible o obtain tha ficenses for which they apply and that they comply with lne uer nitien of a Publicly
ATraced Corgoration, as Vse_tgyt_ip_tpe apgﬁab_lg FCC rules. _

For Assignees Claiming Eligibility Using a Control Group Structurs

iEASSIQnee cedilios thal they are elighle 1o obialn the Heenses for which they apply. j|

‘fﬁsmgnee conifles thar 1he epplicant’s sole cantrol | group member isd pre-exlfin_g entity, if epplicable. ) ,'}

For Assignees Glaiming Eligibility as a Very Small Business, Very.Small Business Consortium, Small Business, or as a Small
Business Consortium

[Ass_ignee certifies that they ars eligible 1o obtain e licenses far which they apply. :

;]Agﬁigne_e_(:_gﬂit}es that t:n_g applicg_n_lﬁ'g__s_ql_eioqir_ol group member |s & prg_-existlng entity, if applicable. . )

- et

For Assigness Claiming E Eligibility as a Rurai Telephone Company

‘lassignee certifies tnat shey meet the definiiion of @ Rural Telephone Comozny 2s set oul in the applicable FCC mlFs and must disclose all ]
P_ames Io agre;ejpem[s) 1o _p_afiltan licenses wom‘hus suction, See applicable FCC rules. |

Transfers of Control

4) Licenseo Eligibility (for ransfers of control only)
As 8 resyl: of transfer of coniral. must the licenses now claim & larger or higher category of eligibility than was onginally
declarey? fiNo

e i m wme o g e e ammiii et s s J— —~— — ————

{'f 'Yes', Iha new category of elighbiliy of the licensea is: ;

Certification Statemant for Transferaos

f:r_rggﬁg_rgg_ cenifigs thai ine answars provided in ltem 4 are irue and carrect, i

AﬂaChment Llst

Attachmenr (
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Attachment A

Sprint/Nextel Application for Transfer of Control

Merger Agreement
UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d} of the Securities Exchange Act of 1934
Date of Report {Date of earliest event reporied) December 17, 2004 (December
15, 2004)
SPRINT CORPORATION
. (Exact name of Registrant as specified in its charter)
Kansas 1-04721 48-0457967
(State of {Commisesion (I.R.S.
Incorporation) File Number) Enployerxr
Identification
No.)
6200 Sprint Parkway, Overland 66251
Park, Kanaas
(Address of principal (Zip
executive offices) Code)

Registrant s telephone number, including area code (913) 624-3000

(Fonmer name or former address, if changed since last report)

P. O. Box 7997, Shawnee Mission, Kansas 66207-0997
(Mailing address of principal executive offices)
Check the appropriate box below if the Form 8-K is intended to simultaneously
satisfy the filing obligation of the registrant under any of the following
provisions:
X Wrilten communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

Soliciting material pursuant to Rulé 142-12 under the Exchange Act (17 CFR 240.14a-12)

Pre-commencement conununications pursuant to Rule 14d-2(b) under the Exehange Act (17 CFR 240.14d-2(b))



Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)}

ltem 1.0l Entry into a Material Definitive Agreement.

Merger Agreement.

On December 13, 2004. Sprint Corporation and Nextel Communications, Inc. entered into a definitive merger agreement.
pursuant to which Nexte! will, subject Lo satisfaction or waiver of the conditions set forth in the merger agreement, merge into a
wholly owned subsidiary of Sprint. Upon consummation of the merger, Sprint s name will be changed to Sprint Nextel
Corporation,

Under the terms of the merger agreement, existing Sprint shares will remain outstanding and each Nextel common share will be
converted into Sprint Nextel common shares and a small per share amount in cash, with a total value equal to

1.3 Sprint Nextel common shares. Nextel voting common shares will convert into Sprint Nextel voting common shares. and
Nextel non-veting common shares will convert into Sprint Nextel non-voting common shares. The exact stock/cash allocation
will be determined at closing of the merger in order to facilitate the spin-off of Sprint s local telecommunications business on a
tax-free basis. The aggregate amount of the cash payment will not exceed 32.8 biltion. The Sprint Series 1 FON Common Siock
and Series 2 FON Common Stock will be redesignated as Series 1 Common Stock and Series 2 Common Stock. respectively, and
the par value will be decreased to $.01 per share for cach series. Each outstanding option to purchase Nextel commion shares will
be converted into an option to purchase a number of Sprint Nextel common shares equal to the number of Nextel common shares
for which such option may be exercised multiptied by

1.3. al an exercise price equal to the original exercise price divided by [.3.

The Sprint Nextel Board of Directors will consist of 12 directors. six from each company, including two co-lead independent
directors, one from Sprint and one from Nextel. Sprint Nextel will have its executive headquarters in Reston, Virginia, and its
aperational headquarters in Overland Park, Kansas. Gary D. Forsee. Chairman and Chief Executive Officer of Sprint, will
become President and Chief Executive OfTicer of Sprint Nexiel. Timothy M. Donahue, Nextel s President and Chicf Executive
Officer, will become Chairman.

The merger is expected to elose in the sccond half of 2005 and-is subject to shareholder and regulatory approvals, as well as other
customary closing conditions. The merger agreement contains certain termination rights for each of Nextel and Sprint and further
provides that, upon termination of the merger agreement under specified circumstanees involving an altemative transaction, each
party may be tequired 1o pay the other a termination fee of §1 billion.

Foliowing the closing of the merger, Sprint Nextel intends to spin off Sprint s local telecommunications business to the Sprint
Nextel shareholders in a ransaction that is expected to be tax frec.

The foregoing description of the merger agreement does not purport to be complete and is qualified in its entirety by reference to
the merger agreement, which is filed as Exhibit 2 and incorporated herein by reference.

Amendment to Employment Agreement.

On December 13, 2004, Sprint, a wholly owned subsidiary of Sprint and Mr. Forsee entered into an amendment to Mr. Forsee s
employmenl agreement, dated as of March 19, 2003 and previously filed as Exhibit 10{c) to Sprint s Quarterly Report on Form
10-Q {or the quarter ended March 31, 2003. The amendment provides thal, following the merger, Mr. Forsee will serve as the
Chief Executive Officer and President of Sprint-Nextel, confirms that the merger will not constitute a change in control under his
cmpleyment agreement and clarifies that not being Chairman of the Board and that the performance of his services at Sprint
Nextel s executive headquarters in Reston, Virginia will not be a Constructive Discharge under his employment agreement. The
amendment will be cffective upon the closing of the merger.

The foregoing description of the amendment dees not purport to be complete and is qualified in its entirety by reference to the
amendment, which is filed as Exhibit 10 and incorporated herein by reference.
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Safe Harbor Statement under the Private Securities Litigation Reform Act of 1993

A number of Lhe matters discussed in this document that are not historical or current facts deal with potential future
circumstances and developments. in particular, information regarding the new company. including expected synergies resulling
from the combination of Sprint and Nextel, combined operating and financial data. future technology plans. and whether and
when the Lransactions contemplated by the merger agreement will be consummated. The discussion of such matters is qualified
by the inherent risks and upcertainties surrounding future expectations generally, and also may materialty differ from actual
future experience involving any one or more of such matters. Such risks and uncertainties include: the failure to realize capital
and operating expense synergies; the result of the review of the proposed merger by various regulatory agencies, and any
conditions imposed on the new company in connection with consummation of the merger; approval of the merger by the
stockholders of Sprint and Nextel and satisfaction of various other conditions to the closing of the merger contemplated by the
merger agreement: and the risks that are described from time to time in Sprint s reports filed with the SEC, including its annual
report on Form 10-K/A for the vear ended December 31, 2003 and quarterly report on Form 10-Q for the quarterly period ended
September 30. 2004, This document speaks only as of its date. and Sprint disclaims any duty to update the information herein.

Additional Information and Where to Find It

In connection with the proposed transaction, a registration statcment on Form S-4 will be filed with the SEC. SHAREHOLDERS
OF SPRINT AND SHAREHOLDERS OF NEXTEL ARE ENCQURAGED TO READ THE REGISTRATION STATEMENT
AND ANY OTHER RELEVANT DOCUMENTS FILED WITH THE SEC, INCLUDING THE JOINT PROXY STATEMENT/
PROSPECTUS THAT WILL BE PART OF THE REGISTRATION STATEMENT, BECAUSE THEY WILL CONTAIN
IMPORTANT INFORMATION ABOUT THE COMBINATION. The final joint proxy statement/ prospectus will be mailed to
shareholders of Sprint and shareholders of Nextel. Investors and security holders will be able to obtain the documents free of
charge at the SEC s web sile, www.sec.gov. from Sprint Investor Relations at Sprint Corporation  Investor Relations, 6200
Sprint Parkway. Overland Park, Kansas 66251, or call 800-259-3753, Option 1. or from Nextel Investor Relations at 2001
Edmund Halley Drive, Reston, Virginia 20191 or call 703-433-4300.

Participants in Soiicitation

Sprint, Nextel and their respective directors and executive officers and other members of management and employecs may be
deemcd Lo be participants in the solicitation of proxies in respect of the merger. Information concerning Sprint s participants is set
forth in the proxy statement_ dated March 16, 2004, for Sprint 5 2004 annual meeting of shareholders as filed with the SEC on
Schedule 14A. Information concerning Nextel s participants is set forth in the proxy statement, dated April 2, 2004, for Nextel s
2004 annual meeting of shareholders as filed with the SEC on Schedule 14A. Additional information regarding the interests of
participants of Sprint and Nextel in the solicitation of proxies in respect of the merger will be included in the registration
statement and joint proxy statement/prospectus o be filed with the SEC.

[tem 9.01 Financial Statements and Exhibits

(c) Exhibits
Number Exhibit
2 Agreement and Plan of Merger, dated as of December 15, 2004, by

and among Sprint Corporation, Nextel Communications, Inc. and S-N
Merger Corp.

10 Amendment No. 1 dated as of December 15, 2004, to the Employment
Agreement dated as of March 19, 2003 by and among Sprinc
Corporacion, Sprint/United Management Company and Gary D. Forsee.
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SIGNATURES

Pursuant Lo the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, hereunto duly authorized.

SPRINT CORPORATION



Date: December 17, 2003 By: /s/ MICHAEL T. HYDE
Michael T. Hyde

Assistant Secretary
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Exhibit 2

EXECUTION COPY

AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this Agreement ) is entered inte as of December 13, 2004, by and among
Sprint Corporation, a Kansas eorporation ( Sprint ), Nextel Communications, Inc., a Delaware corporation { Nextel ), and 8-N
Merger Corp., a Delaware corporation wholly owned by Sprint ( Merger Sub ).

RECITALS

A. The Boards of Directors of Sprint, Merger Sub and Nextel have determined that it is in the best interesis of their respective
companies and their stockholders to enter into a business combination pursuant to the terms and subject to the conditions set forth
herein, and have approved this Agreement and the Merger (as defined below);

B. This Agreement contemplates (1) the merger of Nextel with and into Merger Sub (the Merger ), and (2) the conversion.of the
capital stock of Nextel into the right to receive capital stock of Sprin;

C. Sprint and Nextel intend, promptly after the Effcctive Time {as defined in Section 1.2), to separate the incumbent local
exchange carrier business (the [LEC Business ) of the Resulting Company (as defined in Section 1.1} from the other businesses
of the Resulting Company pursuant to a spin-off of the entity or cntities engaged in the ILEC Business to stockholders of Sprint,
post-Merger, pursuant to Section 5.1(b) and in a manner that qualifies for the Intended Tax Treatment (as defined in Section
6.1{c}) (such wransaction, the ILEC Separation );

D. For federal income tax purposes, it is intended that the Merger qualify as a reorganization within the meaning of Section
368(a) of the Internal Revenue Code of 1986, as amended (the Code );

E. It is intended that Sprint will be treated as the acquiring eniity for accounting purposes; and® -



F. The parties desire to make certain representations. warranties and agreements in connection with the Merger and the ILEC
Separation and also 1o prescribe certain conditions to the Merger.

ARTICLE Il THE MERGER

1.1 The Merger. (a) Subject to the terms and conditions of this Agreement. in accordance with the General Corporation Law of
Delaware (the DGCL ), at the

Effeciive Time, Nextel will merge with and into Merger Sub. Following the Effective Time, the separate corporale existence of
Nextel will cease. and Merger Sub will continue as the surviving company (the Surviving Company and, together with Sprint
and their respective Subsidiaries (as defined in Section

3.2(c)), the Resuiting Company ) in the Merger and will succeed 1o and assume all the rights. privileges. immunities, properties.
powers and franchises of Nextel in accordance with the DGCL.

{b) In connection with the Merger, Sprint will reserve, prior to the Merger and after approval by the stockholders of Sprint of the
Charter Amendment (as defined in Section 3.3), a sufficient number of shares of Sprint Series | FON common stack, which will
be redesignated Sprint Series | common stock pursuant to the Charter Amendment (the Sprint Series | Common Stock ), Sprint
non-voling common stock (the Sprint Non-Voting Common Stock ) and Sprint zere coupon convertible preferred stock (the
Sprint Mirror Preferred Stock ) to permit the issuance of shares of (i) Sprint Series 1 Common Stock to the holders of Class A
common stock of Nextel {the Nextet Class A Common Stock ), (ii) Sprint Non-Voting Common Stock to the holder(s) of Class
B non-voting common stock of Nextel (the Nextel Class B Common Stock and, collectively with the Nextel Class A Common
Stock, the Nextel Common Stock ), and (iii) Sprint Mirror Preferred Stock to the holders of Zero Coupon Convertible Preferred
Stock due 2013 of Nextel (the Nextel Preferred Stock and, collectively with the Nextel Common Stock, the Nexiel Capital
Stoek ), in each case issued and outstanding immediately prior to the Effective Time in accordance with the terms of this
Agreement.

1.2 Effective Time. Subject to the provisions of this Agreement. as soon as practicable on the Closing Date (as defined in Section
9.1), (a) the parties will file with the Delaware Secretary of State a Certificate of Merger (the Certificate of Merger ) with respect
to the Merger, duly executed and completed in accordance with the relevant provisions of the DGCL, and will make all other
filings or recordings required-under the DGCL to effect the Merger. The Merger will become-effective at such time as the
Certificate of Merger has been duly (iled with the Delaware Secretary of State, or at such subsequent date or time as Sprint and
Nextel may agree and specify in the Certificate of Merger (the time that is the effective time of the Merger being hereinafter
referred to as the Effective Time ).

1.3 Effects of the Merger. At and after the Effective Time, the Merger will have the effects set forth in DGCL Section 239.

1.4 Conversion of Nextel Capital Stock. At the Effective Time, by virtue of the Merger and without any action on the part of
Nextel or the holder of any of the following securities:

(a) Subject to Scctions 1.4{e). 2.3 and 2.4, cach share of Nextel Class A Commmon Stock issued and outstanding immediately prior
1o the Effective Time will be converted into the right to receive (i) 1.28 shares (the Exchange Ratio ) of Sprint Series | Common
Stock (together with the associated preferred share purchase rights ( Sprint Stockholder Rights ) attached thereto issued pursuant

1o the Second Amended and Restated Rights Agreement, dated as of March 16, 2004, as further amended (the
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Sprint Rights Agreement ), between Sprint and UMB Bank, N.A., as rights agent) and (ii) an amount in cash equal 1o 0.02 (the
Cash Ratio ) multiplied by the average of the per share closing sales price of shares of Sprint Series 1 Common Stock on The
New York Stock Exchange { NYSE ) Composite Transactions Reporting System (as reported in The Wall Street Journal
(Northeast Edition)) during the 20 trading day period on the NYSE cnding on (and including) the Closing Date (the Per Share
Cash Amount ); provided that both the Exchange Ratio and the Per Share Cash Amount with respect to shares of Nexiel Capital
Stock described in Section 1.4(a) and 1.4{b) will be proportionally adjusted as of the Effective Time in accordance with Seclion
1.4(f) s0 that, subject to the Cash Limit (defined below), the sum of the Exchange Ratio and the Cash Ratio will be 1.3,



(b) Subject to Sections 1.4(e), 2.3 and 2.4, each share of Nextel Class B Common Stock issued and outslanding immediately prior
the Effective Time will be converted into the right to receive {i) a number of shares of Sprint Non-Voting Commeon Stock
caleulated using the Exchange Ratio (together with the associated Sprint Stockholder Rights attached thereto issued pursuant 10
the Sprint Righis Agreement) and (ii) an amount cquai to the Per Share Cash Amount.

{c) Subject 10 Section 1.4(c) and 2.4, each share of Nextel Preferred Stock issued and outstanding immediately prior to the
Effective Time will be converted into one share of Sprint Mirror Preferred Stock having substantially the same terms as the share
of Nextel Preferred Stock so converted. The shares of Sprint Series | Common Stock, Sprint Non-Voting Commen Stock. Sprint
Miror Preferred Stock and the aggregate Per Share Cash Amounts 1o be issued or paid to holders of Nextel Capital Stock
pursuant to this Agreement. together with any cash in lieu of fractional shares pursuant to Section 2.3, are referred to herein as
the Merger Consideration.

(d) All of the shares of Nextet Capital Stock converted into the right to receive the Merger Consideration pursuant to this Section
1.4 will no longer be outstanding, will automatically be canceled and retired and will cease to exist as of the Effective Time. and
(i} each certificate previousiy representing any such shares of Nextei Common Stock (each, a Certificate ) will thereafler
represent only the right 10 receive (A) the number of shares of Sprint Series | Common Stock or Sprint Non-Voting Common
Stock and the aggregate Per Share Cash Amounts into which such Nextel Common Stock has been converted pursuant to Section
L.d{a} or (b). as applicable. and (B) cash in lieu of fractional shares pursuant to Scction 2.3 and (ii) each cernificate previously
representing any such shares of Nextel Preferred Stock will not be exchanged and will thereafler represent the number of shares
of Sprint Mirror Preferred Stock into which such Nextel Preferred Stock has been converted pursuant to Section 1.4(c).
Centificates previously representing shares of Nextel Common Stock will be exchanged for centificates representing whole shares
of Sprint Series 1 Common Stock or Sprint Non-Voting Common Stock and the aggregate Per Share Cash Amounts and any
other cash in lieu of fractional shares issued in consideration therefor, in accordance with this Article 1, upon the surrender of
such Certificates in accordance with Section 2.2, without any interest thereon. If, prior to the Effcctive Time, the number of
outstanding shares of any class or series of Nextel Common Stock or Sprint Series 1
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Common Stock has been increased, decreased. changed into or exchanged for a different number or kind of shares or securities as
a result of a reorganization, recapitalization, reclassification, stock dividend, stock split, reverse stock split or other similar
change in capitalization, an appropriate and proportionate adjustment will be made to the Merger Consideration.

(e) Notwithstanding anything in this Agrcement to the contrary, at the Effective Time, all shares of Nextel Capital Stock that are
owned by Sprint or Nextel or any of their respective Subsidiaries will be canceled and retired and will cease to exist, and no stock
of Sprint and no other consideration will be delivered in exchange therefor.

(f) Both the Exchange Ratio and the Per Share Cash Amount with respect to shares of Nextel Capital Stock described in Section
1.4(a) and Section 1.4(b) will be adjusted as of the Effective Time so that, upon completion of Lthe Merger, the former holders of
Nextel capital stock own. in the aggregate and at the Effective Time, capital stock of Sprint representing the maximum amount
that does not exceed either 49.9% of the total combined voting power of all classes of Sprint capital stock entitled to vote or
49.9% of the total value of shares of all classes of Sprint capital stock (the Exchange Ratio Adjustment ), int cach case as
determined under Scetion 355(e) of the Code, including by reference to any applicable regulation, ruling, pronouncement or other
administrative guidance from the Internal Revenue Service or the U.S. Treasury, and in each case taking into account (i) the
munber and voting rights of the shares of Sprint and Nextel capital stock actually outstanding, for U.S. federal income tax
purposes, at the Effective Time (excluding shares of Sprint capilal stock held by or on behalf of Sprint or any of the Sprint
Subsidiaries, including pursuant to a rabbi trust arrangement), (ii) any resirictions on the transfer of those shares. pursuant to the
terms of those sharcs or by contrac, in effect at the Effective Time, (iii} any change in Law or official or unofficial administrative
guidance from the Internal Revenue Service or the U.S. Treasury, and (iv) any change in a material fact (including either party s
knowledge of preexisting facts), or a new relevant fact, occurring prior o the Effective Time, provided, that the Exchange Ratio
Adjustment will be subject to further adjustment Lo the extent (and only to the extent) necessary to obtain the confirmation of
Sprint and Nextel (afier consultation with outside counsel) that based on all the facts and circumstances existing at the Effective
Time, the Exchange Ratio Adjustment has been calculated so that there has not been an acquisition of a 50% or greater interest in
Sprint within the meaning of Section 355(c) of the Code and that Section 355(c)(1) of the Code will therefore not apply to the
ILEC Separation. Sprint and Nextel agree that they will cooperate to cause a prefiminary caleulation of the Exchange Ratio
Adjustment to be prepared at a date that is anticipated to be 30 days prior to the Effective Time, as reasonably agreed by the
parties, and will, thercafter. cooperate to cause such calculation to be updated frequently to reflect the expected calculation of the
Exchange Ratio Adjustment at the Effective Time.



{g) Notwithsianding anything in this Agreement to the contrary, the aggregate Per Share Cash Amounts payable by Sprint
pursuant to this Article 1 will not exceed $2,800,000,000 (the Cash Limit ). Subject to the final sentence of this Section 1.4(g). if.
absent this Section 1.4(g). the aggregate Per Share Cash Amounts
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payable by Sprint pursuant 1o this Article | would exceed the Cash Limit, the Per Share Cash Amount will be decreased to the
extent necessary so that the aggregate Per Share Cash Amounts payable under this Article 1 do not exceed the Cash Limit. In such
event, the Exchange Ratio will nevertheless be adjusted as provided in this Section 1.4, without regard to this Section 1.4(g).
Notwithstanding the foregoing, if as & result of Section 1.4(f)(iii) the Per Sharc Cash Amount that would otherwise be determined
pursuant to Section 1.4(f) would be decreased pursuant 1o this Section 1.4(g), then the Exchange Ratio will equal 1.3 and the Per
Share Cash Amount will equal zero. and the parties will not be obligated to pursue the ILEC Separation.

(h) As used in this Agreement. the terin Person means an individual, corporation, parinership, limited partnership, limited
liability company, syndicate, person (including a person as defined in Section 13(d)(3) of the Exchange Act). trust, association
or entity or government, political subdivision, agency or instrumentality of a government.

1.5 Nextel Options; Other Nextel Stock-Based Awards. (a) As soon as practicable following the date of this Agreement, Nextel
will 1ake such actions so that the Nextel Board (as defined in Section 4.3) or, if appropriate, any committee thereof administering
the equity-based compensation plans identified on Section

4.11(a) ol the Nextel Disciosure Schedule {the Nextel Stock Plans ) adopts such resolutions and takes such other actions
(including obtaining any required consents) as may be required to provide that each option to purchase shares of Nextel Common
Stock (a Nextel Stock Option ) that is outstanding immediately prior to the Effective Time, whether vested or unvested, will be
converted into an option to purchase a number of shares of Sprint Series | Common Stock equal to the number of shares of
Nextel Commeon Stock subject to such Nextel Stock Option multiplied by the Option Exchange Ratio (as defined below)
(rounded to the nearest whole share), at an exercise price per share of Sprint Series 1 Comunon Stock equal to the exercise price
per share of Nextel Commeon Stock under such Nextel Stock Option divided by the Option Exchange Ratio {rounded to the
nearest whole cent), and otherwise having the same terms and conditions as were applicable under such Nextel Stock Option
immediately prior o the Effective Time (each, a Nextel Rollover Option ). For purposes of this Agreement, the term Option
Exchange Ratio means 1.3.

{b} {i) Upon writtcn notice from Sprint at least 30 days prior to the Effeciive Time, Nextel will 1ake such actions so that the
commitlce of the Nextel Board administering the Nextel Associale Stock Purchase Plan (the Nextel SPP ) adopts such
resolutions and takes such other aciions as may be required to (i) cause the purchase period in cffect under the Nextel SPP on the
day prior o the Effective Time to end on such day {the Nextel SPP Exercise Day ), and to cause all then outstanding rights
thereunder to acquire Nextel Class A Common Stock to be exercised for the purchase of shares of Nextel Class A Common Stock
on the Nextel SPP Exercise Day pursuant to the terms of the Nextel SPP. (ii) ensure that the shares of Nextel Class A Common
Stock so purchased are treated in accordance with Section 1.4 in the same manner as other outstanding shares of Nextel Class A
Common Stock issued and outstanding immediately prior to the Effective Time. and (iii) terminate the Nextel SPP al
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the Effective Time. Any funds contributed to the Nextel SPP that have not been used to purchase shares of Nextel Class A
Common Stock as described in the preceding sentence will be returned, in cash, to participants in the Nextel SPP as soon as
administratively feasible after such termination, in accordance with Section 5(c) thereof. In connection with the foregoing, Sprint
will take such actions so that the Sprint Board (as defined in Section 3.3) or, if appropriate, the committee thereof administering
the Sprint Employce Stock Purchase Plan (the Sprint SPP )} adopts such resolutions and takes such other actions as may be
required 10 cause Nextel employees Lo be eligible to participate in and contribute Lo the Sprint SPP immediately following the
Effective Time, with the same rights and privileges thereunder as Sprint employees; and Nextel will take all actions reasonably
requested by Sprint to distribute participation elections and related maierials for the Sprint SPP to eligible Nextel employees, to
collect completed elections and other materials from such employees, and timely deliver such completed elections and other
materials to Sprint, in each case, as soon as reasonably practicable prior to the Effective Time.

(it) Notwithstanding the foregoing, in the event that Sprint does not give the notice described in Section 1.5(b)(i) and until the
Sprint employees who were Nextel employees immediately prior 10 the Effective Time are eligible to participate in the Sprint
SPP on the same basis as other similarly situated Sprint employees. Nextel will continue the Nextel SPP in cffect on and afler the
Effective Time upon the same terms and conditions as were applicable immediately prior to the Effective Time, except thal (A)



any options granted prior (o the Effective Time will be couverted at the Effective Time into options to purchase shares of Sprint
Series | Common Stock, which conversion will be effected by Sprint in a manner that satisfies the requirements of Section 424 of
the Code, and (B) any apiions granted on or after the Effective Time will be options to purchase shares of Sprint Series |
Common Stock. In such event, Nexiel will timely distribute such materials regarding Sprint Series 1 Common Stock to
participants in the Nextel SPP as rcasonably requested by Sprint. In connection with the foregoing, Sprint will take such actions
so that the Sprint Board or, if appropriate, the commitice thereof administering the Sprint SPP adopts such resolutions and takes
such other actions as may be required lo cause the Nexte] SPP to be so continued in effect.

{c) Nextel will take all actions necessary 1o ensure that all restrictions and limitations on vesting, wransfer and exercise and all
risks of forfeiture and rights of repurchase with respect to Nextel Stock Options and shares of Nextel Common Stock and other
compensatory awards denominated in shares of Nextel Class A Common Stock subject 1o a risk of forfeiture to, or right of
repurchase by, Nextel (2 Nextel Stock-Based Award ), 1o the extent not already lapsed as of the date hereof, will remain in full
force and effect with respect to such Nexiel Stock Options and Nextel Stock-Based Awards after giving effect to the Merger and
their conversion into Nextel Rollover Options, shares of Sprint Series 1 Commeon Stock and awards denominated in Sprint Series
1 Common Stock, except to the extent required by the terms of such Nextel Stock Options and Nexiel Stock-Based Awards (or
pursuant to any Nextel Benefit Plan (as defined in Section 4.1 1(a)) as in effect on the date hereof; provided, however, that the
payment of cash in lieu of fractional shares of Sprint Series | Common Stock pursuant to Section 2.3(b} will not constitute a
violation of this Section 1.5¢c).
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(d) Each Nextel Stock-Based Award outstanding at the Effective Time that entitles the holder thereof to the deferred delivery of
shares of, or grant of stock options on, Nextel Class A Common Stock {a Nexte Deferred Share Award ), and with respect to
which any applicable vesting or deferral period has not lapsed or terminated, or grant of stock options has not been made, at or
before the Effective Time, will be converted at the Effective Time into an award (a Sprint Deferred Share Award ) that entitles
the hoider thereof to the deferred delivery or grant of a number of shares of Sprint Series | Common Stock, or stock options
thereon, equal to the product of (i) the number of shares of Nextel Class A Common Stock to which such Nextel Deferred Share
Award was subject immediately prior to the Effective Time multiplied by (ii) the Option Exchange Ratio. Each Sprint Deferred
Share Award will otherwise have the same terms and conditions as were applicable under such Nextel Deferred Share Award
immediately prior to the Effective Time. Nextel will take such actions so that the commitice of the Nextel Board administering
the Nextel Amended and Restated Incentive Equity Plan adopts such resolutions and takes such other actions as may be
necessary to ensure that (i) any Nextel Deferred Share Awards required to be awarded or vested pursuant to any employment
agreement set forth on Section 4.1t of the Nexlel Disclosure Schedule be 50 awarded and vested in.accordance with the terms of
such agreement and {ii} any shares of Nextel Class A Common Stock that have been or are required to be delivered at or before
the Effective Time in respect of any Nextel Deferred Share Award pursuant to iis terms (including on account of acceleration of
vesting or payment as a resuit of the Merger) are so delivered and are treated in accordance with Section 1.4 in the same manner
as other ouistanding shares of Nextel Class A Common Stock issued and outstanding immediately prior to the Effective Time.

(e) Sprint will use reasonable best efforts to prepare and file with the Securities and Exchange Commission (the SEC ), and
cause to be effective prior to or at the Effective Time, a registration statement on Form S-8 (or another appropriate form)
registering under the Nextel Stock Plans all shares of Sprint Series | Common Stock subject to the Nextel Rollover Options, the
Sprint Deferred Share Awards and other Nexte! Stock-Based Awards which survive the Effective Time and become denominated
in the form of Sprint Series [ Commeon Stock. Such registration statement will be kept effective (and the current status.of the
prospectus or prospeciuses required thereby will be maintained) as long as any Nextel Roilover Options, Sprint Deferred Share
Awards or such other Nexiel Stock-Based Awards remain outstanding.

1.6 Conversion of Common Stock of Merger Sub. Each issued and outstanding share of common stock of Merger Sub will be
converted inlo ope fully paid and nonassessable share of common stock of the Surviving Company.

1.7 Certificate of Incorporation and Bylaws of the Surviving Company. At the Effective Time, the Certificate of Incorporation
and Bylaws of Merger Sub, each attached herelo as Exhibit A, will be the Certificate of Incorporation and Bylaws, respectively,
of the Surviving Company until thereafler amended in accordance with applicable Law (as defined in.Section 3.13(a)).
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1.8 Directors and Officers of the Surviving Company. The directors of Merger Sub immediately prior to the Effective Time will
be the directors of the Surviving Company until the next annual meeting (or the earlier ofitheir resignation or removal) and umtil



their respective successors are duly elected and qualified. as the case may be. The officers of Merger Sub immediately prior to
the Effective Time will be the officers of the Surviving Company until the earlier of their resignation or removal or unlil their
respective successors are duly elected and qualified. as the case may be.

1.9 Tax Consequences. [t is intended that (i) the Merger qualify as a reorganization within the meaning of Section 368(a) of the
Code, (ii) this Agreement will constitute a plan of reorganization for purposes of Sections 334 and 361 of the Code, and (iii}
Sprint, Nextel and Merger Sub will each be a party to the reorganization within the meaning of Section 368(b) of the Code.

1.10 Articles of Incorporation of Sprint. At the Effective Time, the Amended and Restated Articles of Incorporation of Sprint will
be as set forth on Exhibit B untit thereafter amended in accordance with applicable Law.

1.11 Bylaws of Sprint. At the Effective Time. the Bylaws of Sprint will be as set forth on Exhibit C until thereafier amended in
accordance with applicable Law.

1.12 Directors and Certain Executive Officers ol Sprint; Certain Other Matiers. Immediately following the Effective Time. the
members of the Board of Directors of Sprint and each Committee of the Board of Directors of Sprint will be determined as set
forth on Exhibit D and will serve until the earlier of their resignation or removal and until their respeclive successors are duly
elected and qualified. as the case may be. Immediately following the Effective Time, the individuals set forth on Exhibit D will
have the positions at Sprint as set forth therein, until the earlier of their resignation or removal and until their respective
successors are duly elected and qualified. as the case may be. In addition, certain other matters with respect to the Resulting
Company at the Effective Time are set forth on Exhibit D.

ARTICLE 1T EXCHANGE OF SHARES

2.1 Sprint to Make Shares Available. (a) At or prior Lo the Effective Time, Sprint will deposit, or will cause to be deposited. with
a bank or trust company selected by Nextel and Sprint (lhe Exchange Agent ), for the benefit of the holders of Certificales and
the exchange in accordance with this Article 11, certificates representing the shares of Sprint Series 1 Commen Stock and Sprint
Non-Voting Common Stock and cash sufficient to make cash payments in respect of the aggregate Per Share Cash Amounts and
cash in lieu of any fractional shares {such cash and certificates for shares of Sprint Series 1 Common Stock and Sprint Non-
Voting Commen Stock. together with any dividends or distributions with respect thereto. being referred to as the Exchange Fund
} to be issued pursvant to Section 1.4 and paid pursuant to Section 2.3 in exchange for outstanding shares of Nextel Common
Stock.
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{b) The Exchange Agent will invest all cash included in the Exchange Fund as directed by Sprint on a daily basis. provided that
no such investment or losses will affect the Per Share Cash Amounts payable to holders of shares of Nextel Common Stock or
cash in lieu of fractional interests. Any interest and other income resulting from such.investments will be paid to Sprint.

2.2 Exchange of Shares. (a) As soon as practicable after the Effective Time, the Exchange Agent wili mail to each holder of
record of one or more Certificales a letter of transmitial in customary form as reasonably agreed to by the partics (which will
specify. among other things, that delivery will be effected, and risk of loss and title to the Certificates will pass, only upen
delivery of the Certificales to the Exchange Agent) and instructions for use in effecting the surrender of the Certificates in
exchange for certificates representing the shares of Sprint Series 1 Common Stock or Sprint Non-Voting Common Stock, as
applicable, Per Sharc Cash Amounts and any cash in licu of fractional shares into which the shares of Nextel Commeon Stoek
represented by such Certificate or Certificates have been converted pursuant to this Agreement. Upon proper surrender of a
Certificate or Centificates for exchange and cancellation to the Exchange Agent, together with such properly completed letter of
transmittal, duly executed, and such other documents as may reasonably be required by the Exchange Agent, the holder ol such
Certificate or Certificates will be entitled to reccive in exchange therefor, as applicable,

(i) certificate(s) representing the number of whole shares of Sprint Series | Common Stock or Sprint Non-Voting Common
Stock, as applicable, to which such holder of Nextel Common Stock has become entitled pursuant to the provisions of Article 1
and (ii) a check representing the amount of the aggregate Per Share Cash Amounts such holder has the right to receive in respect
of such holders Certificates, any cash in lieu of fractional shares of Sprint Series I Common Stock or Sprint Non-Voting
Common Stock that such holder has the right to receive in respect of the Certificate or Certificates surrendered pursuant to the
provisions of this Article [ and any dividends or distributions then payable pursuant to Section 2.2(b)(i}, and the Centificate or
Certificates so surrendered will forthwith be canceled. No interest will be paid or accrued on any Per Share Cash Amount, any
cash in licu of fractional shares or any unpaid dividends and distributions payable to holders of Certificates.



{b) No dividends or other distributions declared with respect to Sprint Series | Common Siock or Sprint Non-Veling Common
Stock will be paid to the holder of any unsurrendered Certilicate until the holder thereof surrenders such Certificate in accordance
with this Article 11. Afier the surrender of  Centificate in accordance with this Article 11, the record holder thereofl will be entitled
to receive (i) the amount of dividends or other distributions with a record date afier the Effective Time theretofore paid, without
any interest thereon, with respect to the whole shares of Sprint Series 1 Common Stock or Sprint Non-Voting Common Stock
represented by such Centificate and (ii) at the appropriate payment date, the amount of dividends or other distributions with a
record date after the Effective Time but prior to surrender and a payment date subsequent to surrender, with respect to shares of
Sprint Series | Common Stock or Sprint Non-Voting Common Stock represented by such Certificate.
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(c) If any certificate representing shares of Sprint Series 1 Common Stock or Sprint Non-Voting Common Stock is to be issued in
a name other than that in which the Certificate or Certificates surrendered in exchange therefor is or are registered, it will be a
condition Lo the issuance thereof that the Certificate or Certificates so surrendered will be properly endorsed (or accompanied by
an appropriate instrument of transfer) and otherwise in proper fornm for transfer, and that the Person requesting such exchange
will pay to the Exchange Agent in advance any transfer or other Taxes (as defined in Section

3.10(e)) required by reason of the issuance of a certificate representing shares of Sprint Series | Common Stock or Sprint Non-
Voting Common Stock in any name other than that of the registered holder of the Centificate or Cenificates surrendered, or
required for any other reason, or will establish to the satisfaction of the Exchange Agent that such Tax has been paid or is not
payable.

(d} After the Effective Time, there will be no transfers on the stock transfer books of Nextel of the shares of Nextel Capital Stock
that were issued and outstanding immediately prior to the Effective Time other than to settle transfers of Nextel Capital Stock
that occurred prior to the Etfective Time. If, afer the Effective Time, Certificates representing shares of Nextel Common Stock
are presented for transfer to the Exchange Agent, they will be canceled and exchanged for Merger Consideration as provided in
this Article 11.

(e} Any portion of the Exchange Fund that remains unclaimed by the former stockholders of Nextel as of the first anniversary of
the Effective Time will be delivered to Sprint. Any former stockholders of Nextel who have not therctofore complied with this
Article 11 wili thereafter look only to Sprint for payment of the Merger Consideration and any unpaid dividends and distributions
on the Sprint Series 1 Common Stock or Sprint Non-Voling Common Stock deliverable in respect of each share of Nextel
Common Stock that such stockholder holds as determined pursuant to this Agreement, in each case, without any interest thereon.
Notwithstanding the foregoing, none of Nextel, Sprint, the Surviving Company, the Exchange Agent or any other Person will be
liable to any former holder of shares of Nextel Commen Stock for any amount delivered in goed faith to a public officiat
pursuant 1o applicable abandoned property, eschéat or similar Laws.

(f) In the.event any Certificate has been tost, stolen or destroyed, upon the making of an affidavit of that fact by the Person
claiming such Certificate 1o be lost, stolen or destroyed and, il required by Sprint, the posting by such Person of a bond in such
amount as Sprint may determine is necessary as indemnity against any elaim that may be made against it with respect to such
Centificate, the Exchange Agent will issue in exchange for such lost, stolen or destroyed Certificate the Merger Consideration and
any unpaid dividends and distributions deliverable in respect thereof pursuant Lo this Agreement.

2.3 Fractional Shares. (a) No certificates representing fractional shares of Sprint capital stock will be issued upon the surrender
for exchange of Certificates, and such fractional.share interests will not entitle the owner thereof to vole or to any other rights of a
stockholder of Sprint.
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{b) Notwithstanding any other provision of this Agreement, each holder of shares of Nextel Common Stock converted pursuant 1o
the Merger who would otherwise have been entitled to receive a fraction of a share of Sprint Series 1 Common Stock or Sprint
Non-Voting Commen Stock (after taking into account all Certificates delivered by such holder) will receive, in licu thereof, cash
{withoul interest) in an amount equal to the product of (i) such fractional sharc of Sprint Series | Common Stock or Sprint Non-
Voting Commaon Stock muktiplied by (ii) the per share closing price on the Closing Date of Sprint Series | Common Stock on the
NYSE Composite Transactions Reporting System, as reported in The Wall Street Journal (Northeast Edition).

2.4 Appraisal Rights/Dissenting Shares. {a} Notwithsianding any provision of this Agreement to the contrary and to the extent
available under the DGCL, any shares of Nexiel Capital Stock outstanding immediately prior to the Effective Time that are held

-0 -



by a stockholder who has neither voted in favor of the Merger nor consented thereto in writing and who has demanded properly
in writing appraisal for such shares in accordance with Section 262 of the DGCL (collectively, the Nextel Dissenting Shares )
will not be converted into, or represent the right to receive, the Merger Consideration. Such stockholders will be entitled to
receive payment of the appraised value of Nextel Dissenting Shares held by them in accordance with the provisions of such
Section 262. except that all Nexiel Dissenting Shares held by stockholders who have failed to perfect or who effectively have
wilhdrawn or lost their rights 1o appraisal of such Nextel Dissenting Shares under such Section 262 will thereupon be deemed to
have been converted into, and to have become exchangeable for, as of the Effective Time. the right to receive the Merger
Consideration and any unpaid dividends and distributions. without any interest thereon, in the manner provided in Sections [.4
and 2.3. Notwithstanding anything to the contrary contained in this Section 2.4, if the Merger is rescinded or abandoned, then the
right of any stockholder to be paid the fair value of such stockholder s Nextel Dissenting Shares pursuant 1o Scction 262 of the
DGCL will cease.

{b) Nextel will give Sprint prompt notice and copies of any demands for appraisal received by Nextel, withdrawals of such
demands. and any other instruments served or sent pursuiant to the DGCL and received by Nextel. Nextel will not, except with the
prior written consent of Sprint (which will not be unreasonably withheld), make any payment with respect to any demands for
appraisal or offer to seitle or settle any such demands or agree to do any of the foregoing.

2.5 Withholding Taxes. Each of the parties and the Exchange Agent will be entitled to deduct and withhold from amounts
otherwise payable under this Article 1f any amounts that it is required to deduct and withhold with respect to such payments
under any provision of Tax Law. Any amounts so deducted and withheld will be treated for all purposes of this Agreement as
having been paid to the Person in respect of which such deduction and withholding was made.
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ARTICLE Il REPRESENTATIONS AND WARRANTIES OF
SPRINT AND MERGER SUB

Except as disclosed in (x) a publicly available final registration statement, prospectus, report, form, schedule or definitive proxy
statemnent filed since January 1, 2004 by Sprint with the SEC pursuant to the Securities Act of 1933, as amended (the Securities
Act ), or the Securities Exchange Acl of 1934, as amended (the Exchange Act ) (collectively. the Sprint SEC Reports ), and
prior to the close of business on December 8, 2004 (the Measurement Date ), but excluding any risk factor disclosure contained
in any such Sprint SEC Report under the heading Risk Factors or Forward-Looking Infonmation, or

(y) the disclosure letter (the Sprint Disclosure Schedule )} delivered by Sprint to Nextel prior to the execution of this Agreement
(which letter sets forth items of disclosure with specific reference 10 the particular Section or subsection of this Agreement to
which the information in the Sprint Disclosure Schedule relates; provided, however, that any information set forth in one section
of the Sprint Disclosure Schedule will be deemed to apply to each other Section or subsection of this Agreement to which its
relevance is reasonably apparent: provided. lurther, that, notwithstanding anything in this Agreement 1o the contrary, the
inclusion of an item in such scheduie as an exception to a representation or warranty will not be deemed an admission that such
item represents a material exception or matcrial fact, event or circumstance or that such item has had or would reasonably be
expected to have a Material Adverse Effect (as defined in Section 3.1) on Sprint), Sprint and Merger Sub jointly and severally
represent and warrant 1o Nextel as follows:

3.1 Corporate Organization. (a) Sprint is a corporation duly organized, validly existing and in good standing under the laws of the
State of Kansas, Sprint has the corporale power and authority to own or lease all of ils propertics and assets and 1o carry on its
business as it is now being conducted, and is duly licensed or qualified to do business in each jurisdiction in which the nature of
the business conducted-by it or the character or location of the properties and assets owned or leased by it makes such licensing
or qualification necessary, except where the failure 10 be so licensed or qualified would not, individually or in the aggregate,
reasonably be cxpected to have a Material Adverse ElTcct on Sprint. As used in this Agreement, the term Material Adverse
Effect means. with respect to Nexiel or Sprint, as the case may be, any change, effect, event, occurrence or state of facts that has
had or would be reasonably expected to have a material adverse effect on (i) the business, results of operations or financial
condition of such party and its Subsidiaries. laken as a whole (provided, however, that with respect to this clause (i), Materiai
Adverse Effect will be deemed not to include effects to the extent resulting from (A) changes. after the date hereof, in U.S.
gencrally accepted accounting principles { GAAP ) or the accounting rules and regulations of the SEC, (B) changes in or relating
to the United States economy or United States financial, credit or securities markets in general, or (C) changes in or relating to
the industries in which such party operates or the markets for any of such party s products or services in general, which changes
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in the case of clauses (B) and (C) do not affect such party 10 a materially disproportionate degree relative to other entities
operating in such markets or industries or serving such markets) or {ii} the ability
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of such party to consummate the transactions contemplated by this Agreement in the manner contemplated hereby.

(b} True and complete copies of the Restated Articles of Incorporation of Sprint, as amended through. and as in effect as of, the
date of this Agreement (the Sprint Charter ). and the Amended and Restated Bylaws of Sprint, as amended through. and as in
effect as of. the date of this Agreement (the Sprint Bylaws ), have previously been made available 10 Nextel.

(c) Each Sprint Subsidiary (as defined in Section 3.2(c)) (i) is duly organized and validly existing under the laws of its
Jjurisdiction of organization. (i) is duly qualificd to do business and in good standing in all jurisdiciions {whether federal, siate,
local or foreign) where its ownership or leasing of property or the conduct of its business requires it o be so qualified, and (iii}
has all requisite corporate power and authority to own or lease its properties and assets and to carry on its business as now
conducted, except for such variances from the matters set forth in any of elauses (1), (ii) or (iii) as would not, individually or in
the aggregaie, reasonably be expected to have a Material Adverse Effect on Sprint.

3.2 Capitalization. (a) As ol'the date of this Agreement, the authorized Sprint capital stock consists of (i) 2,500,000,000 shares of
Sprint Series 1 Common Stock, of which. as of the Measurement Daie, 1,387,261,637 shares were issued and outstanding, (ii)
500.000.000 shares of Sprint Series 2 FON common stock { Sprint Series 2 Common Stock and, collectively with the Sprint
Series 1 Common Stock. the Sprint Common Stock ), of which, as of the Measurement Date, 85.745.926 shares were issued and
outstanding, (iit) 3.000,000,000 shares of Series 1 PCS common stock, of which, as of the Measurement Date, zero shares were
issued and cutstanding, (iv) 1,000,000,000 shares of Scries 2 PCS common stock, of which, as of the Measurcment Date, zero
shares were issued and outstanding, and {v) 20.000,000 shares of Sprint preferred stock, of which, as of the Measurement Date,
246,766 shares of Sprint Seventh Serics preferred stock (the Sprint Preferred Stock and, collectively with the Sprint Common
Stock, the Sprint Capital Stock ) were issued and outstanding, of which 185,040 shares were convertible into Sprint Series 1
Common Stock and 61,726 shares were convertible into Sprint Series 2 Common Stock. As of the Measurement Date, no more
than 2,000 shares of Sprint s capital stock were held in Sprint s reasury, As of the Measurement Date, no shares of Sprint s
capital stock were reserved for issuance except for {i) 255,395,481 shares of Sprint Comimon Stock reserved for issuance
pursuant to the Sprint Retirement Savings Plans or upon the exercise of options {o purchase shares of Sprint Common Stock
{each, a Sprint Stock Option ) or for other awards based on Sprint Common Stock (each, 2 Sprint Stock-Based Award } issued
or issuable pursuant 1o the equity-based compensation plans identified on Section 3.11(a) of the Sprint Disclosure Schedule (the
Sprint Stock Plans }, (i} 2,125,000 shares of Sprint Sixth Series preferred stock reserved for issuance pursuant to the Sprint
Rights Agreement. (iii) 2,327,028 shares of Sprint Scries | Common Stock reserved for issuance pursuant to Sprint s Automatic
Dividend Reinvestment Plan. (iv) 6.018,226 shares of Sprint Series | Common Stock and 2,007,571 shares of Sprint Scrics 2
Common Stock reserved for issuance upon
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conversion of sharcs of Sprint Preferred Stock and (v) 87,753,497 shares of Sprint Serics 1 Common Stock reserved for issuance
upon conversion of shares of Sprint Series 2 Common Stock (including shares of Sprint Series 2 Common Stock reserved for
issuance upon conversion of shares of Sprint Preferred Stock). All of the issued and outstanding shares ol Sprimt Capital Stock
have been duly authorized and validly issued and arc fully paid, nonassessable and free of precmptive rights, with no personal
liability attaching to the ownership thereofl As of the date of this Agreement, except as set forth above or in the last sentence of
this Section 3.2(a), or pursuant to this Agreement. the Sprint Automatic Dividend Reinvestment Plan, the Registration Rights
Agreement, dated as of November 23, 1998, by and among Sprint, TCI Telephony Services, Inc., Cox Communications, Inc. and
Comcast Corporation, the Sprint Stock Plans, the Sprint Retirement Savings Plans and the Sprint Rights Agreement, there are no
outstanding shares of capital stock or other voting securities of Sprint, and Sprint does not have and is not bound by any
outstanding subscriptions, options, warrants, calls, commitments, preemptive rights, redemption obligations or agreements of any
character calling for the purchase, issuance or registration of any shares of Sprint s capital stock or any other equity securities of
Sprint or any securilies representing the right to purchase or otherwise receive any shares of Sprint s capital stock. Sprint has
provided Nextel with a list of (i) the aggregale number of outstanding Sprint Stock Options as of the Mcasurement Date, the
exercise prices for such Sprint Stock Opiions and the Sprint Stock Plans under which such Sprint Stock Options were issued and
(i1) the aggregate number of all Sprint Stock-Based Awards outstanding as of the Measurement Date, the type of such awards and
the Sprint Stock Plans under which such Sprint Stock-Based Awards were issued. From and alter the Measurement Date through
the date hereof, Sprint has not issucd or awarded any Sprint Capital Stock, Sprint Stock Options or Sprint Stock-Based Awards
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{other than upon the exercise or satisfaction of Sprint Stock Options or Sprint Stock-Based Awards or the conversion of
convertible securilies, in each case ouistanding as of the Measurement Date, or pursuant to the Sprint Automatic Dividend
Reinvestment Plan or the Sprint Retirement Savings Plans).

{b) As of the date of this Agreement, no bonds, debentures, notes or other indebtedness of Sprint having the right to vote on any
matters on which stockholders may vole { Sprint Voting Debt } are issued or outstanding.

(c)} All of the issued and oulstanding shares of capilal siock or other cquity ownership interests of each significant subsidiary (as
such term is defined under Regulation S-X of the SEC) of Sprint are owned by Sprint, dircctly or indirectly, free and clear of any
material liens, pledges, charges and security interests and similar encumbrances, other than for Taxes that are not yet due ( Licns
). and free of any restriction on the right 10 vote. sell or otherwise dispose of such capital stock or other equity ownership interest
(other than restrictions under applicable securities Laws). and all of such shares or equity ownership interests are duly authorized
and vahdly issued and are fully paid, nonassessable and free of preemptive rights. No such significant subsidiary is bound by any
outstanding subscriptions. options. warrants, calls, commitmenis or agreements of any character calling for the purchase or
issuance of any shares of capital stock or any other equity security of such significant subsidiary or any securities representing the
right to purchase or otherwise receive any shares of
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capital stock or any other equity security of such significant
subsidiary. Except for the capital stock or other equity ownership interests of the Sprint Subsidiaries, as of the date of this
Agreement, Sprint does not beneficially own directly or indirectly any capital stock, membership interest, partnership interest,
jeinl venture interest or other equity interest in any Person that constitutes a Substantial Invesument. As used in this Agreement,
(i) Subsidiary, when used with respect to either party, means any corporation, partnership, limited liability company or other
organization, whether incorporated or unincorporated, (x) of which such party or any other Subsidiary of such party is a general
partner {(excluding partnerships, the general partnership interests of which held by such party or any Subsidiary of such party do
not have a majority of the voting interests in such partnership} or (y) & majority of the securities or other interesis of which
having by their terms ordinary voting power (o elect a majority of the Board of Directors or others performing similar functions
with respect 10 such corporation or other organization is directly or indirectly owned or controlled by such party or by any ane or
more of its Subsidiaries, or by such party and one or more of its Subsidiaries, and the terms Sprint Subsidiary and Nextel
Subsidiary will mean any direct or indirect Subsidiary of Sprint or Nextel, respectively, and (ii) Substantial Investment, when
used with respect to either party, means a stock or other equily investment having a fair market value or book value in excess of
$100 million, directly or indirectly, in any Person. .

3.3 Authority; No Violation. (a) Sprint has full corporate power and authority to execute and deliver this Agreement and to
consummate the transactions contemplated hereby. The execution and delivery of this Agreement and the consummation of the
transactions contermplated hereby have been duly and validly approved by the Board of Directors of Sprint (the Sprint Board ).
The Sprint Board has determined that this Agreement and the transactions contemplated hereby are in the best interests of Sprint
and its stockholders, has resolved to recommend that holders of $print Common Stock and Sprint Preferred Stock vote in favor of
(i) the amendment of the Sprint Charter o increase the number of authorized shares of Sprint Series | Common Stock and to
decrease the par value of the Sprint Common Stock to $0.01 per share (the Sprint Common Stock Amendment ), (ii} the
amendment of the Sprint Charter to create a class of Sprint Non-Voting Common Stock and designate a series of Sprint Mirror
Preferred Stock (such amendments, together with the Sprint Common Stock Amendment and such other amendments, including
to change Sprint s name, as are necessary to amend and restate the Sprint Charter as reflected in Exhibit B hereto, the Charter
Amendment ), and (jii) the authorization of the issuance of Sprini Series | Common Stock, Sprint Non-Voting Common Stock
and Sprint Mirror Preferred Stock pursuant to this Agreement under Rule 312.03 of the NYSE {the NYSE Stock Issuance ), and
has directed thai the Charter Amendment and the NYSE Stock Issuance be submitted to Sprint s stockholders for adoption and
approval at a duly held meeting of such stockholders {the Sprint Stockholders Meeting ), and, except for (1) the adoption of the
Sprint Common Stock Amendment by the affirmative vote of a majorily of the total voting power of the outstanding shares of
Sprint Common Stock entitled to vote at the Sprint Stockhalders Meeting or any adjournment or postponement thereof {for
purposes of the vote contemplated by this clause (1), holders of shares of Sprint Series 2 Common Stock having one full vote for
each share thereof), (2) the adoption of the
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Charter Amendment by the affirmative vote of a majorily of the 1otal voting power of the outstanding shares of Sprint Common
Stock and Sprint Preferred Stock entitled to vote at the Sprint Siockholders Meeting or any adjournment or postponement thereof,
voling together as a single class, and (3) the approval of the NYSE Stock Issuance by the affirmative vote of a majority of the .
total votes cast by the holders of Sprint Common Stock and Sprint Preferred Siock at the Sprint Stockholders Meeting or any



adjournment or posiponement thereof. voling together as a single class (together. the Sprint Stockholder Approval ), and except
for the adoption of this Agreement by Sprint as the sole stockholder of Merger Sub. no other corporate proceedings oo the part of
Sprint or vote by the holders of any class or series of Sprint Capital Steck are necessary to approve and consummale the
transactions contemplated hereby. This Agreement has been duly and validly executed and delivered by Sprint and (assuming due
authorization, exceuiion and delivery by the other parties hereto) constitutes the valid and binding obligation of Sprint,
enforceable against Sprint in accordance with its terms (except as may be limited by bankruplcy. insolvency. moratorium,
reorganization or similar Laws affecting the rights of creditors generally and the availability of equitable remedies).

(b) Neither the execution and delivery of this Agreement by Sprint and Merger Sub nor the consummation by Sprint and Merger
Sub of the transactions coniemplated hereby. nor compliance by Sprint and Merger Sub with any of the terms or provisions of
this Agreement. will (i) assuming that the Sprint Stockholder Approval is obtained. violate any provision of the Sprint Charter or
the Sprint Bylaws or (ii} assuming that the consents, approvals and filings referred 10 in Section 3.4 are duly obtained and/or
made, (A) violate any order, injunction or decree issued by any court or agency of competent jurisdiction or other legal restraint
or prohibition (an Injunction ) or any statute, code, ordinance, rule, regulation. judgment, order, writ or decrec applicable o
Sprint. any of the Sprint Subsidiaries or any of their respective propertics or assets or {B) violate, conflict with. result in a breach
of any provision of or the loss of any benefit under, constitute a default (or an event which, with notice or lapse of time. or both,
would constitute a default) under, resuli in the termination of or a right of termination or cancellation under. accelerate the
performance required by. or result in the creation of any Lien upen any of the respective properties or assets of Sprini or any of
the Sprint Subsidiaries under, any of the 1erms, conditions or provisions of any nete, bond, mortgage, indenture, deed of trust,
license, lease, agreement or other instrument or obligation to which Sprint or any of the Sprint Subsidiaries is a party, or by
which they or any of their respective properties or assets may be bound or affected. except, in the case of clause (i), for such
violations, conflicts, breaches, defaults, terminations, rights of termination or cancellation, accelerations or Licns that would not,
individuatly or in the aggregate, rcasonably be expected to have a Material Adverse Effect on Sprint.

3.4 Consents and Approvals. Except for (i) the filing of applications and notices. as applicable. with the Federal Communications
Commission {the FCC ) under the Communications Act of 1934, as amended (the Communications Act ), and approval of such
applications and notices, {ii) the filing with the SEC of a foint Proxy Statement in definitive form relfating to the Sprint
Stockholders Meeting and the Nextel Stockholders Meeting (the Joint Proxy Statement ) and of a registration statement on
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Form $-4 (the Form S-4 ) in which the Joint Proxy Statement will be included as a prospectus, and declaration of effectiveness
of the Form $-4, (iit) such consents, approvals, filings and registrations as are required to be obtained from or made with the SEC
in connection with the ILEC Separation, (iv) the filing of the Certificate of Merger with the Delaware Secretary of State pursuant
to the DGCL, (v) any notices or filings under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended (the HSR
Act ). {vi) such filings and approvals as are required to be made or obtained under the securities or Blue Sky laws of various
stales in connection with the issuance of the shares of Sprint capital stock pursuant to this Agreement, (vii) the Sprint Stockholder
Approval and Nextel Stockholder Approval, {viii} such filings and approvals as are required to be made or obtained with or from
any stale public service or public utility commissions or similar state regulatory bodies in connection with the consummation of
the Merger and the other transactions contemplated by this Agreement or the ILEC Separaticn, {ix) such filings and approvals as
are required to be made or obtained under any foreign antitrust, competition or similar Laws in connection with the
consummation of the Merger and the other trapsactions contemplated by this Agreement, and (x} the consents or approvals listed
in Section 3.4 of the Sprint Disclosure Schedule, no consents or approvals of or filings or registrations with any federal, state,
local or foreign government, court of competent jurisdiction, administrative agency, commission or other governmental authority
or instrumentality {each, a Governmemal Entily } are necessary in connection with (A) the execution and delivery by Sprint and
Merger Sub of this Agreement and (B) the consummation of the Merger and the other transactions contemplated by this
Agreement or the ILEC Separation.

3.5 Reports. Sprint and each of the Sprint Subsidiaries have timely filed all reports, registrations, schedules. forms, statements
and other documents, together with any amendments required to be made with respect thereto, that they were required to file
since January 1, 2003 with (i) the FCC, (i) the SEC, (iii) any state or other federal regulatory authority (other than any taxing
authority. which is covered by Section 3.10) and (iv} any foreign regulatory authority (other than any taxing authority, which is
covered by Section 3.10) (collectively, Regulatory Agencies ). and have paid all fees and assessments due and payable in
connection therewith, except in each case where the failure to file such report. registration, schedule, form, statement or other
document, or to pay such fees and assessments, would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect on Sprint. No Sprint SEC Report. as of the date of such Sprint SEC Report, contained any untrue
statement of a material fact or omitted to state any material fact required to be stated therein or necessary in order to make the -
statements made therein, in light of the circumstances in which they were made, not misleading. except that information as of a,
later date (but before the date of this Agreement) will be deemed to modify information as of an earlier date. Since January 1,
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2003, as of their respective dates, all Sprint SEC Reports complied as 1o form in all material respects with the applicable
requirements of the Securities Act, the Exchange Act, the Sarbanes-Oxley Act 02002 (the Sarbanes-Oxley Act ) and the rules
and regulations thereunder with respect thereto.
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3.6 Financial Statements. Sprint has previously made available 1o Nextel copies of (i) the consolidaied balance sheet of Sprint
and the Sprint Subsidiaries as of Deccmber 31, 2002 and 2003, and the related consolidated statements of operations.
comprehensive income (loss), cash flows and shareholders equity for each of the three years in the period ended December 31,
2003, as reported in Sprint s Annual Report on Form 10-K/A for the fiscal year ended December 31, 2003, including any
amendments thereto filed with the SEC prior to the Measurement Date (collectively, the Sprint 2003 10-K ), filed with the SEC
under the Exchange Act. accompanied by the audit report of Ernst & Young LLP, the independen registered public accounting
firm with respect to Sprint for such periods (such balance sheets and statements, the Audited Sprint Financial Statements ). and
{1i) the unaudited consolidated balance sheet of Sprint and the Sprint Subsidiaries as of September 30. 2004 and the related
consolidated siatements of operations. comprehensive income {loss). cash flows and sharebolders equity for the nine-month
periods ended September 30, 2003 and 2004, as reported in Sprint s Quarterly Report on Form 10-Q for the quarterly period
ended September 30, 2004, including any amendments thereto filed with the SEC prior to the Measurement Date (collectively,
the Sprimt 10-Q } (such balance sheets and statements. the Unaudited Sprint Financial Statements and, together with the
Audited Sprint Financial Statements. the Sprint Financial Statements ). The consolidated balance sheets of Sprint (including the
related notes, where applicable) included in the Sprint Financial Stalements fairly present in all material respects the consolidated
financial position of Sprint and the Sprimt Subsidiaries as of the dates thereof, and the other financial statements included in the
Sprint Financial Statements (including the related notes. where applicable) fairly present in all material respects the results of the
consolidated operations and changes in stockholders equity and cash flows of Sprint and the Sprint Subsidiaries for the
respective fiscal periods therein set forth, subject in the case of the Unaudited Sprint Financial Stalements io normal year-end
audit adjustrments that are immaterial in nature and in amounts consistent with past experience; each of such statements
(including the related notes, where applicable) complies in all material respects with the published rules and regulations of the
SEC with respect thereto: and each of the Sprint Financial Statements (including the related notes, where applicablie) has been
prepared in all material respects in accordance with GAAP consistently applied during the periods involved, except, in each case,
as indicated in such statements or in the notes thereto. To the knowledge of Sprint, there is no applicable accounting rule,
consensus or pronouncement that has been adopted by the SEC. the Financial Accounting Standards Board, the Emerging [ssues

. Task Force or any similar body but is not in effect as of the dale of this Agreement that, if implemented, would reasonably be
expected to have a Material Adverse Effect on Sprint.

3.7 Brokers Fees. None of Sprint, any Sprint Subsidiary or any of their respective officers or directors has employed any broker
or finder or incurred any liability for any broker s fees, commissions or finder s fees in connection with the Merger or related
transactions contemplated by this Agreement. other than Citigroup Global Markets Inc. and Lehman Brothers Inc., which firms
Sprint.retained pursuant 10 engagement letters.
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3.8 Absence of Certain Changes or Events. (a) Since Sepiember 30, 2004, no event or events have occurred that have had or are
reasonably likely to have, individually or in the aggregate, a Material Adverse Effect on Sprint.

(b) From September 30, 2004, through the date hereof. Sprint and the Sprint Subsidiaries have carried on their respective -
businesses in all material respects in the ordinary course and have not taken any action or failed to take any action that would
have resulted in a breach of Section 5.2 had such section been in effect since September 30, 2004,

3.9 Legal Proceedings. (a) None of Sprint or any of the Sprint Subsidiaries is a party 1o any. and there are no pending or, to the
knowledge of Sprint, threatened, legal, administrative. arbitral or other proccedings, claims, actions or governmental or
regulatory investigations or reviews of any nature against Sprint or any of the Sprint Subsidiaries, except as would not,
individuaily or in the aggregate, reasonably be expected lo have a Material Adverse Effect on Sprint.

(b} There is no Injunction, judgment, or regulalory restriction imposed upon Sprint, any ol'the Sprint Subsidiaries or the assets of
Sprint or any of the Sprint Subsidiaries that would, individually or in the aggregate, reasonably be expected to have a Matcrial
Adverse Effeet on Sprint.



3.10 Taxes and Tax Retumns. (a) Except as would not. individually or in the aggregate, reasonably be expected Lo have 2 Maierial
Adverse EfTect on Sprint:

(i) Sprint and the Sprint Subsidiaries have timely filed all Tax Returns required to be filed by them on or prior to the date of this
Agreement (all such returns being accurate and complele in all material respects) and have paid all Taxes required to be paid by
them other than Taxes that are not yet due or that are being contested in good faith in appropriate proceedings: (ii) there are no
Liens for Taxes on any assels of Sprint or the Sprint Subsidiaries: (iii) no deficiency for any Tax has been asseried or assessed by
a taxing authority against Sprint or any of the Sprint Subsidiaries which deficiency has not been paid or is not being contested in
good faith in appropriate proceedings: (iv) Sprint and the Sprint Subsidiaries have provided adequate reserves in their financial
statements for any Taxes that have not been paid; and (v) neither Sprint nor any of the Sprint Subsidiaries is a party to or is bound
by any Tax sharing, atlocation or indemnification agrecment or arrangement (other than such an agreement or armangement
exclusively between or among Sprint and the Sprint Substdiaries).

(b) Within the past five years, neither Sprint nor any of the Sprint Subsidiaries has been a distributing corporation or a
controlled corporation

in a distribution intended to qualify for tax-free treatment under Section 355 of the Code.

(c) Neither Sprint nor any of the Sprint Subsidiaries has been a party (o a transaction that, as of the date of this Agreement,
constilttes a listed transaction for purposes of Section 6011 of the Code and applicable Treasury Regulations thereunder (or a
similar provision of state law). To the knowledge of Sprint, Sprint has disclosed 1o Nextel all reportable transactions within the
meaning of Treasury Regulation Section 1.601 1-4(b)
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(or a similar provision of state law) to which it or any of the

Sprint Subsidiaries has been a party.

{d) No disallowance of a deduction under Section 162(m} or 280G of the Code for any amount paid or payable by Sprint or any
of the Sprint Subsidiaries as employce compensation, whether under any contract, plan, program or arrangement, understanding
or otherwise, would, individually or in the aggregate, reasonably be expected o have a Material Adverse Effect or Sprint.

(e) As used in this Agreement, the term Tax or Taxes means (i) all federal, state, local and foreign income, cxcise, gross
receipts, gross income, ad valorem, profits, gains, property, capilal. sales, transfer, use, payroll, employment, severance,
withholding, duties, intangibles, franchise, backup withholding and other taxes, charges, levies or like asscssments together with
all penalties and additions to iax and interest thereon and (i) any liability for Taxes described in clause (i) under Treasury
Regulation Section 1.1302-6 (or any similar provision of state, local or foreign Law), and the term Tax Return means any return,
filing, report, questionnaire, information siatement or other document required to be filed, including any amendments that may be
filed, for any taxable period with any taxing authority (whether or not a payment is required to be made with respect to such
fiting).

3.11 Employees. (a) As of the date of this Agreement, the Sprint Disclosure Schedule sets forth a true and complete list of cach
material benefit or compensation plan, program, fund, contract, arangement or agreement, including any malerial bonus,
incentive, deferred compensation, vacation, stock purchase, stock option, severance, employment, golden parachute, retention,
salary continuation, change of control. retirement, pension, profit sharing or fringe benefit plan, program. fund, contract,
arrangement or agreement of any kind (whether written or oral, tax-qualified or non-tax qualified, funded or unfunded, foreign or
domestic, active, frozen or terminated) and any related Lrust, insurance contract, escrow account or similar funding arrangement,
that is maintained or contributed to by Sprint or any Sprint Subsidiary {or required to be maintained or contributed to by Sprint or
any Sprint Subsidiary) for the benelit of current or former directors, officers or employees ol or consultants to, Sprint and the
Sprint Subsidiaries or with respect to which Sprint or the Sprint Subsidiaries may, dircctly or indirectly. have any liability, as of
the date of this Agreement (the Sprint Benefit Plans ).

(b} Sprint has heretofore made available 1o Nextel true and comptlete copies of (i) cach written Sprint Benefit Plan, (i) the
actuarial report for each Sprint Benefit Plan (if applicable) for each of the last three years, (iii) the most recent determination
letter from Lhe Internal Revenue Service ( IRS ) (if applicable) for each Sprint Benefit Plan, {iv) the current summary plan
deseription of cach Sprint Benefit Plan that is subject to the Employee Retirement Income Security Act of 1974, as amended (
ERISA ). (v) a copy of the description of each Sprint Benefit Plan not subject to ERISA that is currently provided to participants
in such plan, (vi) a summary of the material terms of each unwritten Sprint Benefit Plan, and (vii) the-annual report for each
Sprint Benefit Plan (if applicable) for each of the last three years.
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{c) Except as would not. individually or in the aggregate. reasonably be expected to have & Material Adverse Effect on Sprint. (i)
each of the Sprint Benefit Plans has been operated and administered in compliance with its terms and applicable Law. including
ERISA and the Code. (ii} each of the Sprint Benefit Plans intended to be qualified within the meaning of Section 401(a) of the
Code is so qualified. and there are no existing circumstances or any events that have occurred that would reasonably be expected
to adversely affect the qualified siatus of any such Sprint Benefit Plan, and each such plan has a favorable determination leuer
from the IRS to the effect that it is so qualified or Lthe applicable remedial amendment period has not expired and. if the letter for
such plan is not current, such plan is the subject of a timely request for a current favorable deiermination leiter or the applicable
remedial amendment period has not expired, (jii) with respect to each Sprint Benefit Plan that is subject to Title {V of ERISA, the
present value (as defined under Section 3(27) of ERISA} of accumulated benefit obligations under such Sprint Benefit Plan.
based upon the actuarial assumptions used for funding purposes in the most recent actuarial report prepared by such Sprint
Benefit Plan s actuary with respect 1o such Sprimt Benefit Plan, did not, as of its latest valuation date, exceed the then current
value (as defined under Section 3(26) o ERISA} of the assets of such Sprint Benefit Plan allocable to such accrued benefits, (iv}
no Sprint Benefit Plan that is an employee welfare benefit plan (including any plan described in Section 3(1) of ERISA) (2
Welfare Plan ) provides benefits coverage, including death or medical benefits coverage (whether or not insured). with respect to
current or former emplovees or directors of Sprint or the Sprint Subsidiaries beyond their retirement or other termination of
service. other than {A) coverage mandated by applicable Law, (B} benetits the full cost of which is borne by such current or
former emplovee or director (or his or her beneficiary), {(C) coverage through the last day of the calendar month in which
retirement or other lermination of service occurs. or {D) medical expense reimbursement accounts, (v) no liability under Title [V
of ERISA has been incurred by Sprint, the Sprint Subsidiaries or any trade or business, whether or not incorporated, all of which
1ogether with Sprint would be deemed a single employer within the meaning of Section 414(b), 414{c) or 414{m) of the Code or
Seciion 4001(b) of ERISA (a Sprint ERISA Affiliate ), that has not been satisfied in full, and no condition exists that presents a
material risk to Sprint, the Sprint Subsidiaries or any Sprint ERISA Affiliate of incurring a liability thereunder, (vi) no Sprint
Benefit Plan is a multiemployer plan (as such tenn is defined in Section 3(37) of ERISA), (vii) none of Sprint or the Sprint
Subsidiaries or, to the knowledge of Sprint, any other Person, including any fiduciary, has engaged in a transaction in connection
with which Sprint, the Sprint Subsidiaries or any Sprint Benefit Pian would reasonably be expected to be subject to either a civil
penalty assessed pursuant to Section 409 or 502{i) of ERISA or a Tax imposed pursuant to Section 4975 or 4976 of the Code,
(viii) to the knowledge of Sprint, there are no pending, threatened or anticipated claims (other than routine claims for benefits)
by. on behalf of or against any of the Sprint Benefit Plans or any trusts, insurance contracls, escrow accounts or sintilar funding
arrangements related thereto, {ix) all contributions or other amounts required to be paid by Sprint or the Sprint Subsidiaries as of
the Effective Time with respect to each Sprint Benefit Plan in respect of current or former plan years have been paid in
accordance with Section 412 of the Code or accrued in accordance with GAAP (as applicable) and (x) since December 31, 2003,
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no Sprint Benefit Plan has been amended or modified in any material respect or adopted or terminated.

(d) Neither the execution and delivery of this Agreement nor the consummation of the transactions contemplated by this
Agreement will (either alone or in conjunction with any other event) (i) result in any payment or benefit (including severance,
retention, stay-put, change in control, unemployment compensation, excess parachute payment (within the meaning of Section
280G of the Code), tax gross-up, forgiveness of indebtedness or otherwise) becoming due to any director, officer or employee of,
or any consultant to, Sprint or any of the Sprint Subsidiaries from Sprint or any of the Sprinl Subsidiaries under any Sprint
Benefit Plan or otherwise, (ii) increase any amounts or benefits otherwise payable or due to any such Person under any Sprint
Benefit Plan or otherwise, or (iii) result in any acceleration of the time of payment or vesting of; or any requirement to fund or
securg, any such amounts or benefits (including any Sprint Stock Option or Sprint Stock-Based Award) or result in any breach of
or default under any Sprint Benefit Plan.

(e) Except with respect 1o employees of the ILEC Business, none of the employees of Sprint and the Sprimt Subsidiaries are
represenied by any labor union or similar organization with respect to their employmertt by Sprint and the Sprint Subsidiaries.
Since January 1, 2003, neither Sprint nor any of the Sprint Subsidiaries has experienced any labor strike, work slowdown or
stoppage or other material labor dispute and there is no such strike, slowdown, stoppage or dispute actually pending or, to the
knowledge of Sprint, threatened against or affecting Sprint or any of the Sprint Subsidiaries.

3.12 Internal Controls. Sprint and the Sprint Subsidiaries have designed and maintain a system of internal controls over financial
reporting (as defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) sufficient to provide reasonable assurances regarding,
the reliability of financial reparting. Sprint

(i) has designed and maintains disclosure controls and procedures (as defined in Rules 13a-15(e) and [5d-~15(e) of the Exchange
Act) to ensure thal maierial information required to be disclosed by Sprint in the reports that it files or submits under the
Exchange Act is-recorded, processed., summarized and reported within the-time periods specified in the SEC s.rules and forms
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and is accumulated and communicated to Sprint 5 management as appropriate to allow timely decisions regarding required
disclosure and (ii) has disclosed. based on its most recent evaluation of such disclosure controls and procedures prior to the date
hereof. to Sprint s auditors and the audit committee of the Sprint Board (A) any significant deficiencies and maierial weaknesses
in the design or operation of intemal controls ever financial reperting that are reasonably likely to adversely afiect in any material
respect Sprini s ability Lo record, process. summarize and report financial information and (B) any fraud, whether or not material,
that involves managenient or other employees who have a significant role in Sprint s internal controls over financial reporting.

3.13 Compliance with Laws; Licenses. (2} The businesses of each of Sprint and the Sprint Subsidiaries have been conducted in
compliance with all federal, state,
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focal or foreign laws, statutes. ordinances, ruies, reguiations, judgments. orders, injunctions, decrees, arbitration awards, agency
requirements, licenses and permits of all Govermmental Entities (each, a Law and collectively, Laws ). except where the failure
10 50 comply would not, individually or in the aggregaie, reasonably be expected 10 have a Material Adverse Effect on Sprint.
Sprint and the Sprint Subsidiaries each has all govemmental permits, licenses, franchiscs, variances, exempiions, orders issued or
granied by a Governmental Entity and all other authorizations, consents, centificates of public convenience and/or necessity and
approvals issued or granted by a Governmental Entity (collectively, Licenses ) necessary to conduct its business as presently
conducted, except those the absence of which would not, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect on Sprint {the Sprint Material Licenses ).

(b) The term Sprint Licenses means all Sprint Material Licenses and, to the extent not otherwise Sprint Material Licenses, all
Licenses issued or granted to Sprint or any of the Sprint Subsidiaries by the FCC, and all arangements pursuant to which Sprint
or a Sprint Subsidiary leases radio specirum from a third party holding a License granted or issucd by the FCC ( Sprint FCC
Licenses ). all Licenses issued or granted Lo Sprint or any of the Sprint Subsidiaries by a Governmental Entity of any state of the
United States regulating telecommunications businesses and all Licenses issued or granied to Sprint or any of the Sprint
Subsidiaries by foreign Governmental Entities regulating telecommunications businesses. Each of Sprint and the Sprint
Subsidiaries is in compliance with (x) its obligations under each of the Sprint Licenses and (y) the rules and regulations of the
Govemmental Entity issuing such Sprint Licenses, except, in either case, for such failures to be in compliance as would not,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect-on Sprint. There is no pending or, to
the knowledge of Sprint, threatened by or before the FCC, the Federal Aviation Administration (the FAA ) or any other
Governmental Entity proceeding, notice of violation, order of forfeilure or complaint or investigation against Sprint or any of the
Sprint Subsidiaries relating to any of the Sprint Licenses, cxcept as would not, individually or in the aggregate, reasonably be
expected to have a Material Adverse Effect on Sprint. The FCC actions granting all Sprint FCC Licenses have not been reversed,
stayed, enjoined, annulled or suspended, and there is no pending or, to the knowledge of Sprint, threatened, application, petition,
objection or other pleading with the FCC, the FAA or any other Governmental Entity that challenges or questions the validity of
or any rights of the holder under any Sprint FCC License, in each case, except as would not, individually or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Sprint.

(c) Except as would not, individually or in the aggregate, reasonably be expected 1o have a Material Adverse Effect on Sprint,
Sprint or one of the Sprint Subsidiaries is the exclusive, authorized, legal holder of each Sprint FCC License necessary to conduct
its business as presently conducted, free and clear of all encumbrances except for encumbrances listed on the face of such
License or generally applicable to all similarly situated companies. Except as would not, individuaily or in the aggregate,
reasonably be expected to have a Material Adverse Effect on Sprint, the Sprint FCC Licenses are valid and in fult force and effect
without condition, except for
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conditions listed on the face of such Licenses or generally applicable to all similarly situated companies. All reports and other
documents related to the Sprint FCC Licenses required 1o be filed by Sprint or the Sprint Subsidiaries with any Governmental
Entity are correct, except where the failure to be correct would net, individually or in the aggregate, reasonably be expected o
have a Material Adverse Effect on SprinL

3.14 Certain Contracts. (a) Neither Sprint nor any of the. Sprint Subsidiaries is a party to or bound by any contract, arrangement,
commitment or understanding (whether written or oral) (i) that is a material centract (as such term is defined in Item 601(b)(10)
of SEC Regulation $-K) to be.performed after the date of this Agreement that has not been filed or.incorporated by reference in
the Sprint SEC Reports filed prior to the date hereol; (i) that materially restricts the conduct of any. material line of business by
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Sprint or upon consummation of the Merger will materially restrict the ability of the Resulting Company to engage in any line of
business material to Sprint or. to the knowledge of Sprint, Nextel, or {iii} with or 10 a fabor union or guild (including any
collective bargaining agreement). other than. in the case of this clause (iii). with respect te employees of the ILEC Business. Each
contracl. arrangement. commitment or understanding of the type described in clauses (i), (i1} and (iii) of this Section 3.14(a)
(inciuding with respect to employees of the ILEC Business). whether or not set forth in the Sprint Disclosure Schedule, is
referred to as a Sprint Contract, and neither Sprint nor any of the Sprint Subsidiaries knows of, or has received notice of, any
violation of any Sprint Contract by any of the other parties thereto that would. individually or in the aggregate. reasonably be
expected to have a Material Adverse Effect on Sprint,

{b) With such exceptions that would net, individually or in the aggregate. reasonably be expected to have a Material Adverse
Effect on Sprint. (i) each Sprint Contract is valid and binding on Sprint or the applicable Sprint Subsidiary, as applicable, and is
in full force and effect, (ii) Sprint and each of the Sprint Subsidiaries has performed all obligations required to be performed by it
to date under each Sprint Contract, and (iii) no event or condition exisis that constitutes or, after notice or lapse of time or both,
will constitute, a default on the part of Sprint or any of the Sprint Subsidiaries under any such Sprint Contract.

3.15 Agreements with Regulatory Agencies. Neither Sprint nor any of the Sprint Subsidiaries is subject to any material cease-
and-desist or other material order or enforcement action issued by. or is a party o any material writien agreement, consent
agreement or memorandum of understanding with, or is a party lo any material commitment letter or similar undertaking to. or is
subject to any material order or directive by, or has been ordered 10 pay any material civil money penalty by, any Regulatory
Agency or other Governmental Entity (other than a taxing authority, which s covered by Section 3.10), other than those of
general application that apply to similarly situated telecommunications companies or their Subsidiaries (each item in this
sentence, whether or not set forth in the Sprint Disclosure Schedule, a Sprint Regulatory Agreement ), nor has Sprint or any of
the Sprint Subsidiaries been advised in writing since January 1, 2003 by any Regulatory Agency or other Governmental Entity
thal it is considering issuing, initiating, ordering, or requesting any such Sprint Regulatory Agreement.
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3.16 Undisclosed Liabilities. Except for those liabilities that are reflected or reserved against on Sprint s consolidated balance
sheet or disclosed in the notes to the Unaudited Sprint Financial Statements, in each case included in the Sprint 10-Q, and for
liabilities incurred in the ordinary course of business consistent with past practice since September 30, 2004, since such datc,
neither Sprint nor any of the Sprint Subsidiaries has incurred any liabitity of any nature whatscever (whether absolute, accrued,
contingent or otherwise and whether due or to become due and including any off-balance sheet foans, financings, indebtedness,
make-whole or similar liabilities or obligations) that would, individually or in the aggregate, reasonably be expected to have a
Material Adverse Effect on Sprint.

3.17 Environmental Liability. There are no pending or, to the knowtedge of Sprint, threatened legal, administrative. arbitral or
other proceedings, claims, actions, causes of action, private environmental investigations or remediation activities, or
governmental investigations, requests for information or notices of violation of any nature secking to impose, or that are
reasonably likely to result in the impesition, on Sprint or any of the Sprint Subsidiaries, of any liability or cbligation arising
under commeon law or under any local, state or federal environmental statute, regulation, permit or ordinance including the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended { CERCLA ), which liability or
obligation would, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on Sprint. To the
knowledge of Sprint. there is no reasonable basis for any such proceeding, claim, action, investigation or remediation that would
impose any liability or obligation that would, individually or in the aggregate, reasonably be expecied (o have a Material Adverse
Effect on Sprint. Neither Sprint nor any of the Sprint Subsidiaries is subject to any agreement, order, judgment, decree, directive
or Lien by or with any Governmental Entity or third party with respect to any environmental liability or obligation that would,
individually or in the aggregate, rcasonably be expected 10 have a Material Adverse Effect on Sprint.

3.18 State Takeover Laws; Sprint Rights Agreement. (a) The Sprint Board has approved this Agreement and the ransactions
contemplated hereby as required to render inapplicable to such agreements and transactions Sections 17-1286 through 17-1298
and 17-12,100 through 17-12.104 of the General Corporation Code of Kansas, and, 1o the knowledge of Sprint, there are no other
similar takeover or interested stockholder law applicable to the transactions contemplated by this Agreement (any such laws,
Takeover Statutes ).

(b) Sprint has taken all action, if any, necessary or appropriate so that the execution of this Agreement and the consummation of
the transactions conlemplated hercby do not and will not result in the ability of any Person to exercise any Rights (as defined in
the Sprint Rights Agreement) under the Sprint Rights Agreement or enable or require any Rights to separate from the shares of
Sprint Common Stock to which they are attached or to be triggered or become exercisable. As of the date of this Agreement, no
Distribution Date or Stock Acquisition Date (as such terms are defined in the Sprint Rights Agreement) has occurred. o

s
)
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3.19 Reorganization. As of the date of this Agreement, Sprint is not aware of any fact or circumstance that could reasonably be
expected to prevent the Merger from qualifying as a reorganization within the meaning of Section 368
(a) of the Code.

3.20 Opinions. Prior to the execution of this Agreement, Sprint has received an opinion from each of Citigroup Global Markets
Inc. and Lehman Brothers Inc., copies of which have been or will promptly be provided to Nextel, to the effect that as of the date
thereol and based upon and subject o the matters set forth therein the Merger Consideration to be paid by Sprint to holders of
Nextel Common Stock is fair to Sprint from a financial point of view. Such opinions have not been amended or rescinded as of
the date of this Agreement,

3.21 Sprint Information. The information relating to Sprint and the Sprint Subsidiaries that is provided by Sprint or its
representatives for inclusion in the Joint Proxy Statement and the Form S-4, or in any other document filed with any other
Regulatory Agency in connection with the transactions contemptated by this Agreement or the ILEC Separation, will aot contain
any untrue statement of a material fact or omit 10 state a material fact necessary to make ihe statements therein, in light of the
circumstances in which they are made, not misleading. The Joint Proxy Statement (except for such portions thereof that relate
only to Nextel or any of the Nextel Subsidiaries) will comply in all material respects with the provisions of the Exchange Act and
the rules and regulations thereunder.

3.22 Affiliate Transactions. As of the date hereof, there are no transactions, contracts, arrangements, commitments or
understandings between Sprint or any of the Sprint Subsidiaries, on the one hand, and any of Sprint s affiliates (other than wholly
owned Sprint Subsidiaries), on the other hand, that would be required to be disclosed by Sprint under Iltem 404 of Regulation 5-K
under the Securities Act (the Sprint S-K 404 Arrangements ).

3.23 Merger Sub. (a) True and complete copies of the constiiuent documents of Merger Sub, each as in effeet as of the date of
this Agreement, have previously been made available 10 Nextel.

(b) The authorized capital stock of Merger Sub, as of the date hereof, consists of 1,000 shares of common stock of which 1,000
shares are issued and outstanding. Sprint is the legal and beneficial owner of all of the issued and outstanding shares of Merger
Sub. Merger Sub was recently formed by Sprint solely for the purpose of effecting the Merger and the other transactions
contemplated by this Agreement. Except as contemplated by this Agreement, Merger Sub does not hold and has not held any
material assets-or incurred any material liabilities, and has not carried on any business activities other than in connection with the
Merger and the other transactions contemplated by this Agreement.

{c) Merger Sub has full corporate or other requisite power and authority to execute and deliver this Agreement and to
consummate the transactions contemplated hereby. The execution and delivery of this Agreement and the
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consummation of the transactions contemplated hereby have been duly and validly approved by the Board of Directors of Merger
Sub. This Agreement has been duly and validly execuled and delivered by Merger Sub and (assuming due authorization,
execution and delivery by the other parties hereto) constitutes the valid and binding obligation of Merger Sub enforceable against
Merger Sub in accordance with its terms (except as may be limited by bankruptcy, insolvency, moratorium, reorganization or
similar Laws affecting the rights of creditors generally and the availability of equitable remedies).

ARTICLE IV REPRESENTATIONS AND WARRANTIES OF NEXTEL

Except as disclosed in (x) a publicly available final registration statement, prospectus, report, form, schedule or definitive proxy
statement filed since fanuary 1, 2004 by Nextel with the SEC pursuant to the Securities Act or the Exchange Act (collectively,
the Nextel SEC Reports ) and prior to the Measurement Date, but excluding any risk factor disclosure contained in any such
Nextel SEC Report under the heading Risk Factors or Forward-Looking Statements, or {y) lhe disclosure letier {the Nextel
Disclosure Schedule ) delivered by Nextel to Sprint prior to the execution of this Agreement (which letter sets forth items of
disclosure with specific reference o the particular Section or subsection of this Agreement to which the information in the Nextel
Disclosure Schedule relates: provided. however, that any information set forth in-one section.of the Nextel Disclosure Schedule
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will be deemed 1o apply o each other Section or subsection of this Agreement to which its relevance is reasonably apparent;
provided, further, that, notwithstanding anything in this Agreement to the contrary, the inclusion of an item in such schedule as
an exception 10 a representation or warranty will not be deemed an admission that such item represents a material exception or
material fact, event or circumstance or that such item has had or would reasonably be expected to have a Material Adverse Eflect
on Nextel), Nextel hereby represents and warrants to Sprint and Merger Sub as follows:

4.1 Corporate Organization. (a) Nextel is a corporation duly organized. validly existing and in good standing under the laws of
the State of Delaware. Nextel has the corporate power and authority 1o own or lease all of its propertics and assets and to carry on
its business as it is now being conducted, and is duly licensed or qualified to do business in each jurisdiction in which the nature
of the business conducted by it or the character or location of the properties and assets owned or leased by it makes such
licensing or gualification necessary. except where the failure to be so licensed or qualified would not, individually or in the
aggregate. reasonably be expecied to have a Maerial Adverse Effect on Nexiel.

(b} True and complete copies of the Amended Certificate of Incorporation of Nextel, as amended through, and as in effect as of,
the daie of this Agreement (the Nextel Charter ), and the Amended and Restated Bylaws of Nextel, as amended through, and as
in effcct as of, the date of this Agreement {the Nextel Bylaws ), have previously been made available to Sprint.

<priginal-page 27 >

(c) Each Nextel Subsidiary (i) is duly organized and validly existing under the laws of its jurisdiction of organization, (i) is duly
qualified to do business and in good standing in afl jurisdictions (whether federal, state, local or foreign) where its ownership or
leasing of property or the conduct of its business requires it 10 be so qualified, and (jii) has all requisite corporate power and
authority Lo own or lease its propertics and asse1s and to carry on its business as now conducted, excepl for such variances from
the maiters set forth in any of clauses (i), (i) or (iii) as would not, individually or in the aggregate, reasonably be expected to
have a Material Adverse Effect on Nextel.

4.2 Capitalization. (a) As of the date of this Agreement, the authorized Nextel capital stock consists of (i} 2,060,000,000 shares of
Nextel Class A Common Stock, of which, as of the Measurement Date, 1,083,712,775 shares were issued and outstanding, (ii)
100,000,000 shares of Nextel Class B Common Stock, of which, as of the Measurement Date, 33,660,000 shares were issued and
outstanding, and (iii) 20,000,000 shares of Nexiel preferred stock, of which, as of the Measurement Date, 245,245 shares of
Nextel s Zero Coupon Convertible preferred stock were issued and outstanding. As of the Measurement Date, no more than
6,000,000 shares of Nextel s capital stock were held in Nextel s treasury. As of the Measurement Date, no shares of Nextel s
capital stock were reserved for issuance except for (i) 116,961,868 shares of Nextel Common Stock reserved for issuance upon
the exercise of Nexte] Stock Options or for Nextel Stock-Based Awards issued or issuable pursuant to the Nextel Stock Plans, (ii)
4,779,386 shares of Nextel Class A Commen Stock reserved for issuance upon conversion of shares of Nextel Preferred Stock,
(iit) 35,660,000 shares of Nextel Class A Common Stock reserved for issuance upon conversion of shares of Nextel Class B
Common Stock, (iv) 8.161,290 shares of Nextel Class A Common Stock reserved for issuance upon conversion of Nextel s
5.25% Convertible Senior Notes.due 2010, and (v) 39,600,000 shares of Nextel Class A Common Stock reserved for issuance
under Nextel s registration statcment on Form S-4 (File No. 333-01290). All of the issued and outstanding shares of Nextel
Capilal Stock have been duly authorized and validly issued and are fully paid, nonassessable and {ree of preemptive rights, with
no personal liability attaching to the ownership thereof. As of the date of this Agreement, except as set forth above or in the last
sentence of this Section 4.2(a), or pursuant to this Agreement, the Registration Rights Agreement, dated as of july 28, 1995,
between Nexiel and Moltorola, Inc., the Registration Rights Agreement, dated as of July 28, 1995, between Nextel and Digital
Radio, as amended on June {8, 1997, the Regisiration Rights Agreement, dated as of June 18, 1997, between Nextel and Option
Acquisition and the Nextel Stock Plans, there are no outstanding shares of capital stock or other voling securities of Nextel, and
Nextel does not have and is not bound by any outstanding subseriptions, options, warrants, cails, commitments, preemptive
rights, redemption obligations or agreemenis of any character calling for the purchase, issuance or registration of any shares of
Nextel s capital stock or any other equily securities of Nextel or any securities representing the right 1o purchase or otherwise
receive any shares of Nextel s capital stock. Nextel has provided Sprint with a list of (i) the aggregate number of outstanding
Nextel Stock Options as of the Measurement Date, the exercise prices for such Nextel Stock Options and the Nextel Stock Plan
under which such Nextel Stock Options were issued and {ii) the aggregate number of all
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Nextel Stock-Based Awards outstanding as of the Measurement Date, the type of such awards and the Nextel Stock Plans.under’ -
which such Nextel Stock-Based Awards were issued, From and after the Measurement Pate through the date hereof, Nextel has
nol issued or awarded any Nextel Capital Stock, Nextel Stock Options or Nextel Stock-Based Awards (other than upon the
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exercise or satisfaction of Nextel Stock Options or Nextel Stock-Based Awards or the conversion of convertible securities, in
each case outstanding as of the Measurement Date).

(b) As of the date of this Agreement, no bonds. debentures, notes or other indebledness of Nextel having the right to vote on any
matters on which stockholders may vote { Nextel Voting Debt ) are issued or outstanding.

{c) Al of the issued and outstanding shares of capital stock or other equity ownership interests of each significant subsidiary (as
such term is defined under Regulation S-X of the SEC) of Nextel are owned by Nextel, directly or indirectly, free and clear off
any Liens and free of any restriction on the right to vote, sell or otherwise dispose of such capital stock or other equity ownership
interest {other than restrictions under applicable securities Laws). and all of such shares or equity ownership interests are duly
authorized and validly issued and are fully paid, nonassessable and free of preemptive rights. No such significant subsidiary is
bound by any outstanding subscriptions, options, warrants, calls, commitments or agreements of any character calling for the
purchase or issuance of any shares of capital stock or any other equity security of such significant subsidiary or any securities
representing the right to purchase or othenwise receive any shares of capital stock or any other equily security of such significant
subsidiary. Excepl for the capital stock or other equity ownership interests of the Nextel Subsidiaries, as of the date of this
Agreement, Nextel does not beneficially own directly or indirectly any capital stock, membership interest, partnership interest,
joint venture inlerest or other equity interest in any Person that constitutes a Substantial Investment.

4.3 Authority; No Violation. (a) Nextel has full corporate power and authority to execute and deliver this Agreement and 10
consummate the transactions contemplated hereby. The execution and delivery of this Agreement and the consummation of the
transactions coniemplated hereby have been duly and validly approved by the Board of Directors of Nextel (the Nextel Board ).
The Nextel Board has determined thal this Agreement and the transactions comemplated hereby are in the best interests of Nextel
and its stockholders, has resolved Lo recommend that holders of Nextel Class A Common Stock vote in favor of the adoption of
this Agreement and has directed that this Agreement and the transactions contemplated hereby be submitted to Nextel s
stockholders for adoption at a duly held meeting of such stockholders (the Nextel Stockholders Meeting ), and, except for the
adoption of this Agreement by the affirmative vote of 2 majority of the holders of the outstanding shares of Nextel Class A
Common Stock entitled to vote at such meeting ( Nextel Stockholder Approval ). no other corporate proceedings on the part of
Nextel or vote by the holders of any class or series of Nextel Capital Stock are necessary to approve or adopt this Agreement or
to consummate the transactions contemplated hereby. This Agreement has been duly and validly execuied and deiivered by
Nextel and (assuming due
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authorization, execution and delivery by the other parties hereto} constitutes the valid and binding obligation of Nextel,
enforceable against Nextel in accordance with its terms (except as may be fimited by bankruptey, insolvency, moratorium,
reorganization or similar Laws affecting the rights of creditors generally and the availability of equitable remedies).

(b) Neither the execution and delivery of this Agreement by Nexte] nor the consummation by Nextel of the transactions
contemplated hereby. nor compliance by Nextel with any of the terms or provisions of this Agreement, will (i} assuming the
Nextel Stockholder Approval is obtained, violate.any provision of the Nextel Charter or the Nextel Bylaws or (ii) assuming that
the consents, approvals and filings referred to in Section 4.4 are duly obtained and/or made,

(A) violate any Injunction or any siatute, code, ordinance, rule, regulation, judgment, order, writ or decree applicable to Nextel,
any of the Nexte! Subsidiaries or any of their respective propertics or assets or (B) violate, conflicl with, result in a breach of any
provision of or the loss of any benefit under, constitute a default (or an event which, with noetice or lapse of time, or both, would
constitute a default) under, result in the termination of or a right of termination or cancellation under, accelerate the performance
required by, or result in the creation of any Lien upon any of the respective properties or assets of Nextel or any of the Nextel
Subsidiaries under, any of the terms, conditions or provisions of any note, bond, morigage, indenture, deed of trust, license, lease,
agreemnent or other instrument or obligation‘to which Nextel or any of the Nextel Subsidiaries is a party, or by which they or any
of their respective properties or assets may be bound or affected, exeept, in the case of clause (i), for such violations, conflicts,
breaches. defavlts, terminations. rights of termination or cancellation, accelerations or Liens that would not, individually or in the
aggregate, reasonably be expected to have a Material Adverse Eftect on Nextel.

4.4 Consents and Approvals. Except for (i) the filing of applications and nolices, as applicable, with the FCC under the
Communications Act, and approval of such applications and notices, (ii) the filing with the SEC of the Joint Proxy Statement and
the Form S-4 in which the joint Proxy Statement will be included as a prospectus, and declaration of effectiveness of the Form S-
4, (iif) the filing of the Certificate of Merger with the Delaware Secretary of State pursuant to the DGCL, {iv) any noticesor
{ilings under the FISR Act, {v) such filings and approvals as are required te be made or obtained under the seeurities or Blue Sky
laws of various states in connection with the issuance of the shares of Sprint capital stock pursuant o this Agreement, (vi) the
Nextel Stockholder Approval and Sprint Stockholder Approval, (vii) such filings and approvals as are required to be made or , 2



obtained with or from any state public service or public utility commissions or similar siate regulatory bodies in connection with
the consummation of the Merger and the other transactions contemplated by this Agreement, (viii) such filings and approvals as
are required to be made or obtained under any loreign antitrust, competition or similar Laws in connection with the
consummation of the Merger and the other transactions contemplated by this Agreement. and (ix) the consents or approvals listed
in Section 4.4 of the Nextel Disclosure Schedule, no eonsents or approvals of or filings or registrations with any Governmental
Entity are necessary in connection with {A) the execution and delivery by
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Nextel of this Agreement and (B) the consummation of the Merger and the other wansactions contemplated by this Agreement.

4.5 Reports. Nextel and each of the Nextel Subsidiaries have timely filed all reports, registrations, schedules, forms. statements
and other documents, together with any amendments required to be made with respect thereto, that they were required to file
since January 1, 2003 with the Regulatory Agencies, and have paid all fees and assessments due and payable in connection
therewith, except where the failure to file such report, registration, schedule, form, statement or other document, or to pay such
fees and assessments, would not, individually or in the aggregate, reasonably be expected 1o have a Material Adverse Effect on
Nextel. No Nextel SEC Report, as of the date of such Nextel Report, contained any untrue statement of 2 material fact or omitted
1o siate any material fact required to be stated therein or necessary in order to make ihe statements made therein, in light of the
circumstances in which they were made, not misteading, except that information as of a later date (but before the date of this
Agreement) will be deemed to modify information as of an earlier date. Since January 1, 2003, as of their respective dates, all
Nextel SEC Reports complied as to form in all material respects with the applicable requirements of the Securities Act, the
Exchange Act, the Sarbanes-Oxley Act and the ruies and regulations thereunder with respect thercto.

4.6 Financial Statements. Nextel has previously made available to Sprint copies of (i) the consolidated balance sheet of Nextel
and the Nextel Subsidiaries as of December 31, 2002 and 2003, and the related consolidated statements of operations, changes in
stockholders equity (deficit) and cash flows for each of the three years in the period ended December 31, 2003, as reported in
Nextel s Annual Report on Form 10-K for the fiscal year ended December 31, 2003, including any amendments thereto filed with
the SEC prior to the Measurement Date (collectively, the Nexiel 2003 10-K ), filed with the SEC under the Exchange Act,
accompanied by the audit report of Deloitte & Touche LLP, independent public accountants with respect to Nextel (such balance
sheets and statements. the Audited Nextel Financial Statements ), and {ii) the unaudited consolidated balance sheet of Nextel and
the Nextel Subsidiaries as of September 30, 2004 and the related consolidated statements of operations and comprehensive
income, changes in stockholders equity and cash flows of the nine-month periods ended September 30, 2003 and 2004, as
reported in Nextel s Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2004, including any
amendments Lhereto filed with the SEC prior to the Measurement Date (collectively, the Nexteil 10-Q ) (such balance sheets and
statements, the Unaudited Nextel Financial Statements and, together with the Audited Nextel Financial Stalements, the Nextel
Financial Statements ). The consolidated balance sheets of Nextel (including the related notes, where applicable) included in the
Nextel Financial Statements fairly present in atl material respects the consolidated financiat position of Nextel and the Nextel
Subsidiaries as of the dates thereof, and the other financial statements included in the Nextel Financial Statements (including the
refated notes, where applicable) fairly present in all material respects the results of the consolidated operations and changes in
stockholders equity and cash flows of Nextel and the Nextel Subsidiarics for the respective fiscal periods therein set forth,
subject in the case of the Unaudited Nexiel
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Financial Statements 10 normal year-end audit adjustments that are immaterial in nature and in amounts consistent with past
experience; each of such statements (including ihe related notes, where applicable) complies in all material respects with the
published rules and regulations of the SEC with respect thercto; and each of the Nextel Financial Statements (including the
related notes, where applicable) has been prepared in all material respects in accordance with GAAP consistently applied during
the periods involved, except, in each case, as indicated in such statements or in the notes thereto. To the knowledge of Nextel,
there is no applicable accounting rule, consensus or pronouncement that has been adopted by the SEC, the Financiat Accounting
Standards Board, the Emerging Issues Task Force or any similar body but is not in effect as of the date of this Agreement that, if
implemented, would reasonably be expected to have a Material Adverse Effect on Nextel.

4.7 Brokers Fees. None of Nextel, any Nextel Subsidiary or any of their respective officers or directors has employed any broker
or {inder or incurred any liabilily for any broker s fees, commissions or finder s fees in connection with the Merger or related
transaciions contemplated by this Agreement, other than Lazard Fr res & Co. LLC, Goldman, Sachs & Co. and JP Morgan
Securities Inc., which firms Nextel retained pursuant to engagement letters.



4.8 Absence of Certain Changes or Events. {a) Since September 30, 2004, no event or events have occurred that have had or are
reasonably likely to have, individually or in the aggregate. a Material Adverse Effect on Nextel.

{b) From September 30, 2004 through the daie hereof. Nextel and the Nexiel Subsidiaries have carried on their respective
businesses in all malerial respecis in the ordinary course and have not taken any action or failed Lo 1ake any action that would
have resulted in a breach of Section 5.3 had such section been in effect since September 30, 2004,

4.9 Legal Proceedings, (a) None of Nextel or any of the Nextel Subsidiaries is a party Lo any, and there are no pending or, to the
knowledge of Nextel, threatened, legal, administrative, arbitral or other proceedings, claims, actions or governmentat or
regulatory investigations or reviews of any nature against Nextel or any of the Nextel Subsidiaries, except as would not,
individually orin the aggregaie, reasonably be expected Lo have a Material Adverse Effect on Nextel.

(b} There is no Injunction, judgment, or regulatory restriction imposed upon Nextel, any of the Nextel Subsidiaries or the assets
of Nextel or any of the Nexiel Subsidiaries that would, individually or in the aggregate, reascnably be expected to have a
Material Adverse Effect on Nextel.

4.10 Taxes and Tax Returns. {a) Except as would not. individualiy or in the aggregate, reasonably be expected to have a Material
Adverse Effect on Nextel:

(i) Nextel and the Nexiel Subsidiaries have timely filed all Tax Returns required to be filed by them on or prior to the date of this
Agreement {all such returns being accurate and complete in all material respects) and have paid all Taxes required to be paid by
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them other than Taxes that are not yet due or that are being contested in good faith in appropriate proceedings; (it) there are no
Liens for Taxes on any assets of Nextel or the Nexte! Subsidiaries: (iii) no deficiency for any Tax has been asserted or assessed
by a taxing authority against Nextel or any of the Nextel Subsidiaries which deficiency has not been paid or is not being
contested in good faith in appropriate proceedings: {iv) Nextel and the Nextel Subsidiaries have provided adequate reserves in
their financial statements for any Taxcs that have not been paid; and (v) neither Nextel nor any of the Nextel Subsidiaries is a
party to or is bound by any Tax sharing, allocation or indemnificaiion agreement or arrangement (other than such an agreement
or arrangement exclusively between or among Nextel and the Nextel Subsidiaries).

(b) Within the past five years, neither Nextel nor any of the Nextel Subsidiaries has.been a distributing corporation or a
controlled corporation

in a distribution intended to qualify for tax-frec treatment under Section 355 of the Code.

{c) Neither Nextel nor any of the Nextel Subsidiaries has been a party to a transaction that, as of the date of this Agreement,
constitutes a lisied transaction for purposes of Section 6011 of the Code and applicable Treasury Regulations thereunder (or a
similar provision of state law). To the knowledge of Nextel, Nextel has diselosed to Sprint all reportable transactions within the
meaning of Treasury Regulation Section 1.6011-4(b) (or a similar provision of state law) to which it or any of the Nextel
Subsidiaries has been a party.

(d) No disaliowance of a deduction under Section 162{m) or 280G of the Code for any amount paid or payable by Nextel or any
of the Nextel Subsidiaries as employee compensation, whether under any contract, plan, program or arrangement, understanding
or otherwise, would, individually or in the aggregate, reasonably be expected lo have a Material Adverse Effect on Nextel.

4.11 Employees. (a) As of the date of this Agreement, the Nextel Disclosure Schedule sets forth a true.and complete list of each
material benefit or compensation plan, program, fund, contract, arangement or agreement, including any material bonus,
incentive, deferred compensation, vacation, stock purchase, stock option, severance, employment, golden parachute, retention,
salary continuation, change of control, retirement, pension, profit sharing or fringe benefit plan, program, fund, contract,
arrangement or agrecment of any kind (whether writlen or oral, tax-qualified or non-tax qualified, funded or unfunded, foreign or
domestic, active, frozen or terminated) and any related trust, insurance contract, escrow account or similar funding arrangement,
that is maintained or contributed to by Nextel or any Nextel Subsidiary {or required to be maintained or contributed to by Nextel
or any Nextel Subsidiary) for the benefit of current or former directors, officers or employees of, ar consulianis 1o, Nextel and the
Nextel Subsidiaries or with respect to which Nextel or the Nextel Subsidiaries may, directly or-indirectly, have any liability, as of
the dale of this Agreement (the Nextel Benefit Plans ).

{b) Nextel has heretofore made available to Sprint true and compiete copies of (i) each written Nextel Benefit Plan, (i) the
actuarial report for each Nextel
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Benefit Plan (if applicable) for cach of the last three years. (iii) the most recent determination letter from the IRS (if applicable)
for each Nextel Beneiit Plan. (iv) the curreni summary plan description of each Nextel Benefit Plan that is subject 10 ERISA. (v)
a copy of the description of each Nextel Benefit Plan not subject to ERISA that is currently provided 1o participants in such plan,
(vi) a summary of the material 1erms of cach unwritien Nextel Benefit Plan, and {vii) the annwal report for each Nexiel Benefit
Plan (if applicable) for each of the last three years.

{c) Except as would not, individualty or in the aggregale, reasonably be expected to have a Material Adverse Effect on Nextel, (i)
each of the Nexiel Benefit Plans has been operated and administered in compliance with its terms and applicable Law. including
ERISA and the Code, (ii) cach of the Nextel Benefit Plans intended to be qualified within the meaning of Section 401(a) of the
Code is so qualified, and there are no existing circumstances or any events that have occurred that would reasonably be expected
to adversely aflect the qualified status of any such Nextel Benelit Plan, and cach such plan has a favorable determination letter
from the IRS to the effect that it is so qualified or the applicable remedial amendment period has not expired and, if the letter for
such plan is not current. such plan is the subject of a timely request for a current favorable determination letter or the applicable
remedial amendment period has nol expired. (iii} with respect to cach Nextel Benefit Plan that is subject to Title IV of ERISA,
the present value (as defined under Section 3(27) of ERISA) of accumulated benefit obligations under such Nextel Benefit Plan,
based upon the actuarial assumptions used for funding purposes in the most recent actuarial report prepared by such Nexiel
Benefit Plan s actuary with respect to such Nextel Benefit Plan, did not, as of its latest valuation date, exceed the then current
value (as defined under Section 3(26) of ERISA) of the assets of such Nextel Benefit Plan allocable to such accrued benefits, (iv)
no Nexlel Benefit Plan that is a Welfare Plan provides benefits coverage, including death or medical benefits coverage (whether
or nat insured), with respect ta current or former employees or directors of Nextel or the Nextel Subsidiarics beyond their
retirement or other termination of service, other than (A) coverage mandated by applicable Law, (B) benefits the full cost of
which is bome by such current or former employee or director {or his or her beneficiary), (C) coverage through the last day of the
calendar month in which retirciment or other termination of service oceurs, or (D) medical expense reimbursement accounts, (v)
no liability under Title IV of ERISA has been incurred by Nextel, the Nextel Subsidiaries or any trade or business, whether or not
incorporated, all o which toguther with Nextel would be deemed a single emplayer within the micaning of Section 414(b),
414(c} or 414(m} of the Code or Section 4001(b) of ERISA (a Nextel ERISA Affiliate ). that has not been satisfied in full, and
no condition exists that presents a material risk to Nextel, the Nextel Subsidiaries or any Nextel ERISA Affiliate of incurring a
liability thereunder, (vi) no Nextel Benefit Plan is a multiemployer plan {as such term is defined in Section 3(37) of ERISA),
(vil) none of Nextel or the Nextel Subsidiaries or, to the knowledge of Nextel, any other Person, including any fiduciary, has
engaged in a transaction in connection with which Nextel. the Nextel Subsidiaries or any Nextel Benefit Plan would reasonably
be expected to be subject to either a civil penalty assessed pursuant to Section 409 or 502

(i) of ERISA or a Tax imposed pursuant to Section 4975 or 4976 of the Code. (viii) to the knowledge of Nexiel, there are no
pending. threatened or anticipated claims (other than routine claims
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for benefits) by, on behalf of or against any of the Nexiel Benefit Plans or any trusts, insurance COntracts, escrow accounis or
similar funding arrangements related thereto, (ix) all contributions or other amounts required 10 be paid by Nextel or the Nextel
Subsidiaries as of the Effective Time with respect to each Nextel Benefit Plan in respect of current or former plan years have
been paid in accordance with Section 412 of the Code or accrued in accordance with GAAP (as applicable) and (x) since
December 31, 2003, no Nextel Benefit Plan has been amended or modified in any material respect or adopied or terminated.

(d) Neither the exccution and delivery of this Agreement nor the consummation of the transactions contemplated by this
Agreement will (either alone or in conjunction with any other event) {i} resull in any paymeat or bencfit (including severance,
retention, stay-put, change in control, unemployment compensation, excess parachute payment (within the meaning of Section
280G of the Code). tax gross-up. forgiveness ol indebtedness or otherwise) becoming due to any director. officer or employee of,
or any consultant to, Nexiel or any of the Nextel Subsidiaries from Nextel or any of the Nextel Subsidiaries under any Nextel
Beneflit Plan or otherwise, (ii} increase any amounts or benefits otherwise payable or due to any such Person under any Nextel
Benefit Plan or otherwise, or (iii) result in any acceleration of the time of payment or vesting of. or any requirement to fund or
secure, any such amounts or benefits (including any Nextel Stock Option or Nextel Stock-Based Award) or result in any breach
of or default under any Nextel Benefit Plan.

(e) Neone of the employees of Nextel and the Nexiel Subsidiaries are represented by any labor union or similar organization with
respect to their employment by Nextel and the Nextel Subsidiaries. Since fanuary 1. 2003, neither Nextel nor any of the Nextel
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Subsidiaries has experienced any labor strike. work slowdown or stoppage or other material labor dispute and there is no such
strike. slowdown. stoppage or dispute actually pending or. to the knowledge of Nextel, threatened against or affecting Nextel or
any of the Nextel Subsidiaries.

4.12 Internal Controls. Nextel and the Nextel Subsidiaries have designed and maingain a system of intemnal controls over financial
reporting (as defined in Rules 13a-15(f) and 13d-15(f) of the Exchange Act) sufficient to provide reasonable assurances regarding
the reliability of financial reporting. Nextel

(i) has designed and maintains disclosure controls and procedures (as defined in Rules 13a-15(¢) and 13d-15(c) of the Exchange
Act) to ensure that material information required to be disclosed by Nextel in the reports that it files or submits under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC s rules and forms
and is accumulated and communicated 10 Nextel s management as appropriate to allow timely decisions regarding required
disclosure and {ii} has disclosed. based on its most recent evaluation of such disclosure controls and procedures prior to the date
hercof, to Nextel s auditors and the audit committee of'the Nextel Board (A} any significant deficiencies and material weaknesses
in the design or operation of internal controls over financial reporting that are reasonably likely to adversely affect in any material
respect Nextel s ability to record. process, summarize and report financial information and (B) any fraud, whether or not material,
that involves management or other
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employees who have a significant role in Nextel s internal controls over financial reporting.

4.13 Compliance wilh Laws; Licenses. (a) The businesses of each of Nextel and the Nexte! Subsidiaries have been conducted in
compliance with all Laws, except where the failure to so comply would not, individually or in the aggregate, reasonably be
expecied (o have a Material Adverse Effect on Nextel. Nextel and the Nexicl Subsidiaries each has all Licenses necessary to
conduct its business as presently conducted, except those the absence of which would not, individually or in the aggregale,
reasonably be expected to have a Matetial Adverse Effect on Nextel {the Nextel Material Licenses ).

(b) The term Nextel Licenses means all Nextel Material Licenses and, to the extent not otherwise Nextel Material Licenses, all
Licenses issued or granted to Nexte! or any of the Nextel Subsidiaries by the FCC, and all arrangements pursuant to which Nextel
or a Nextel Subsidiary leases radio spectrum from a third panty holding a License granted or issucd by the FCC ( Nextel FCC
Licenses ). alt Licenses issued or granted to Nextel or any of the Nextel Subsidiaties by a Govemmental Entity of any state of the
United States regulating telecommunications businesses and all Licenses issued or granted to Nextel or any of the Nextel
Subsidiaries by foreign Governmental Entities regulating telecommunications businesses. Each of Nextel and the Nextel
Subsidiaries is in compliance with (x) its obligations under each of the Nextel Licenses and (y) the rules and regulations of the
Governmental Entity issuing such Nexiel Licenses, except, in either case, for such failures to be in compliance as would not,
individually or in the aggregate, reasonably be expected (o have a Material Adverse Effect on Nextel. There is no pending or, 10
the knowledge of Nextel, threatened by or before the FCC, the FAA or any other Governmenlal Entity proceeding, notice of
violation, order of forfeiture or complaint or investigation against Nextel or any of the Nextel Subsidiaries relating to any of the
Nextel Licenses. cxcept as would not, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect
on Nextel, The FCC actions granting all Nextel FCC Licenses have not been reversed, stayed, enjoined, annulled or suspended,
and there is no pending or, 10 the knowledge of Nexiel, threatened. application, petition. objection or other pleading with the
FCC. the FAA or any other Governmental Entity that challenges or questions the validity of or any rights of the holder under any
Nextel FCC License, in each case, except as would not, individually or in the aggregale, reasonably be expecied to have a
Material Adverse Effect on Nextel.

{c) Except as would noy, individually or in the aggregate, reasonably be expected 10 have a Material Adverse Effect on Nextel,
Nextel or onc of the Nextel Subsidiaries is the exclusive, authorized, legal holder of cach Nextel FCC License necessary (o
conducl its business as presently conducted, free and clear of all encumbrances except for encumbrances listed on the face of
such License or generally applicable 1o all similarly siuated companies. Except as would not, individually or in the aggregate,
reasonably be cxpected to have a Material Adverse Effect on Nextel, the Nextel FCC Licenses are valid and in full force and
effect without condition, except for conditions listed on the face of such Licenses or generally applicable to all similarly
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situated companies. Alt reports and other documents related to the Nextel FCC Licenses required to be filed'by Nextel or the
Nextel Subsidiaries with any Governmental Entity have been filed and are correct, except where the failure to so file or be correct
would not, individually or in the aggregate, reasonably be expecled to have a Material Adverse Effect on Nextcl. .
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4.14 Certain Contracts. (a) Neither Nexiel nor any of the Nexicl Subsidiaries is a party 1o or bound by any coniract, arrangement.
conynitment or understanding {whether written or oral) (i) that is a material contract (as such 1erm is defined in Item 601(b})(10}
ol SEC Regulation S-K) to be performed after the date of this Agreement that has not been filed or incorporated by reference in
the Nextel SEC Reports filed prior to the date hereof, (ii) that materially restricts the conduct of any material line of business by
Nextel or upon consummation of the Merger will materially restrict the ability of the Resulting Company to engage in any line of
business material to Nextel or, to the knowledge of Nextel, Sprint. or (iii) with or lo a labor union or guild (including any
collective bargaining agreement). Each contract, arrangement, commitment or understanding of the type described in clauses (i),
(ii) and (iii) of this Section 4. 14(a). whether or not set forth in the Nextel Disclosure Schedule. is referred 1o as a Nexiel
Comract. and neither Nextel nor any of the Nextel Subsidiaries knows of, or has received notice of, any violation of any Nextel
Contract by any of the other parties thereto that would, individually or in the aggregale. reasonably be expecied Lo have a
Material Adverse Effect on Nextel,

(b) With such exceptions that would not, individually or in the aggregale. reasonably be expected to have a Material Adverse
Effect on Nextel, {i} each Nextei Contract is valid and binding on Nextel or the applicable Nextel Subsidiary, as applicable, and is
in full force and cffect, (ii) Nextel and each of the Nextel Subsidiaries has performed all obligations required Lo be performed by
it to date under each Nextel Contract. and {iii) no event or condition exists that constitutes or, afler notice or lapse of time or both.
wili constitute, a default on the part of Nextel or any of the Nextel Subsidiaries under any such Nextel Contract.

4.15 Agreemenis with Regulatory Agencies. Neither Nextel nor any of the Nextel Subsidiaries is subject to any material cease-
and-desist or other material order or enforcement action issued by, or is a party 1o any material written agreement, consent
agreement or memorandum of understanding with, or is a party to any material commitment letter or similar undertaking to, or is
subject 10 any material order or directive by, or has been ordered to pay any material civil money penalty by, any Regulatory
Agency or other Governmental Entity (other than a taxing authority, which is covered by Section 4.10), other than those of
general application that apply to similarly situated telecommunications companies or their Subsidiaries (each item in this
sentenge, whether or not set forth in the Nextel Disclosure Schedule, a Nextel Regulatory Agreement ), nor has Nextel or any of
the Nextel Subsidiaries been advised in writing since January 1, 2003 by any Regulatory Agency or other Governmental Entity
that it is considering issuing, initiating, ordering, or requesting any such Nexiel Regulalory Agreement.
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4.16 Undisclosed Liabilities. Except for those liabilities that are reflected or reserved against on Nextel s consolidated balance
sheet or disclosed in the notes o the Unaudited Nextel Financial Statements, in cach case included in the Nextel 10-Q. and for
liabilities incurred in the ordinary course of business consistent with past practice since September 30, 2004, since such date,
neither Nextel nor any of the Nextel Subsidiaries has incurred any liability of any nature whatsocver (whether absolute, accrued.
contingent or otherwise and whether due or to become due and including any off-balance sheet loans, financings. indebtedness,
make-whole or similar liabilities or obligations) that woutd, individually or in the aggregate, reasonably be expected {0 have a
Material Adverse Effect on Nextel,

4.17 Environmental Liability. There are no pending or, to the knowledge of Nextel, threatened legal, adminisirative, arbiiral or
other proceedings, claims, actions, causes of action, private environmental investigations or remediation aclivities, or
governmental investigations, requests for information or notices of violation of any nature secking to impose, or that arc
reasonably likely 1o result in the imposition, on Nextel or any of the Nextel Subsidiaries, of any liability or obligation arising
under common law or under any local, state or federal environmental statute, regulation, permit or ordinance including CERCLA, *
which liability or obligation would, individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on
Nexitel. To the knowledge of Nextcl, there is no reasonable basis for any such proceeding, claim, action, investigation or
remediation that would impose any liability or obligation that would, individually or in the aggregate. reasonably be expected to
have a Material Adverse Effect on Nextel. Neither Nextel nor any of the Nextel Subsidiaries is subject to any agreement, order,
Judgment, decree, directive or Lien by or with any Governmental Entity or third party with respect 1o any environmental liability
or obligation that would, individually er in the agpregate. reasenably be expected to have a Material Adverse Effect on Nextel.

4.18 State Takeover Laws, The Nextel Board has approved this Agreement and the transactions contemplated hereby as required
to render inapplicable to such agreements and transactions DGCL Section 203, and, to the knowledge of Nextel, there are no
other Takeover Statutes.

4.19 Reorganization. As of the date of this Agreement, Nextel is not aware of any fact or circumstlance that could reasonably be
expected to prevent the Merger from qualifying s a reorganization within the meaning of Section 368
{a) of the Code.



4.20 Opinions. Prior to the execution of this Agreement, Nextel has received an opinion from each of-Lazard Frres & Co. LLC,
Goldman, Sachs & Co. and JP Morgan Securities Inc., copies of which have been or will promptly be provided to Sprint, 1o the
eflect that as of the date thereof and based upon and subject to the matters set forth therein the Merger Consideration to be paid to
holders of Nextel Class A Common Stock is fair from a financial point of view to such holders. Such opinions have not been
amended or rescinded as of the date of this Agreement.
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4.21 Nextel Information. The information relating 10 Nextel and the Nextel Subsidiaries that is provided by Nextel or its
representatives for inclusion in the Joint Proxy Statement and the Form S-4, or in any other document filed with any other
Regulatory Agency in connection with the transactions contemplated by this Agreement, will not contain any untrue statement of
a material fact or omit to staie a material faci necessary to make the statements therein, in light of the circumstances in which
they are made, not misleading. The Joint Proxy Statement {except for such portions thereof that relfate only to Sprint or any of the
Sprint Subsidiaries} will comply in all material respects with the provisions of the Exchange Act and the rules and regulations
thereunder.

4,22 Affiliate Transactions, As of the date hereof, there are no transactions, contracts, arrangements, Commitments or
undersiandings between Nextel or any of the Nextel Subsidiaries. on the one hand, and any of Nextel s affiliates (other than
whoily owned Nextel Subsidiaries), on the other hand, that would be required to be disclosed by Nextel under Item 404 of
Regulation 8-K under the Securities Act (the Nextel $-K 404 Arrangements ).

ARTICLE V COVENANTS RELATING TO CONDUCT QF BUSINESS

5.1 Cenducl of Businesses Prior 1o the Effective Time. (a) During the period from the date of this Agreement to the Effective
Time, except as expressly contemplated or permilted by this Agreement and except as specifically set forth in the Sprint
Disclosure Schedule and the Nextel Disclosure Schedule, as applicable (in each case subject to Section 6.1(c)), each of Sprint and
Nextel will, and will cause each of its respective Subsidiaries to (i) conduct its business in the ordinary course in all material
respects, (ii) use reasonable best efforts to maintain and preserve intact its business organization and advantageous business
relationships and retain the services of its officers and key employees, and (iii) take no action that would prohibit or materially
impair or delay the ability of either Sprint or Nextel to obtain any necessary approvals of any Regulatory Agency or other
Governmental Entity (other than approvals relating to Taxes, which are governed by Section 6.1(c)) required for the transactions
contemplated hereby or the ILEC Separation or to consumnmate the transactions contemplated hereby or thereby.

(a) Prior io the Effective Time, and subject to the last sentence of Section 1.4(g), Sprint and Nextel will use their reasonable best
etforts to take such actions as are necessary, proper or advisable in order 10 effect the ILEC Separation in accordance with
Section 6.1{c} and the basic principles set forth on Exhibit E, and such other terms and conditions to which Sprint and Nextel
may agree, as expeditiously ns possible after the Effective Time, including providing such information as may be reasonably
requested by the other and making such regulatory filings as may be required as promptly as reasonably practicable after the date
hereof {including, if applicable, prior to the time that definilive documentation is completed as to state or other filings that are not
dependent on the existence of such documentation). Notwithstanding any other provision hereof, the completion of the ILEC
Separation will not be a condition precedent to the completion-of the Merger and any references to the
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transactions contemplated by this Agreement {and any variation thereof) will not be deemed to include the ILEC Separation for
any purpose. Nothing in Sections 5.2(b) through (p) or Sections 5.3(b) through (p) will prohibit any action contemplated by this
Section 3.1{b), so long as such action would not reasonably be expected to materially adversely affect the value of the
transactions contemplated hereby 10 the Resuliing Company.

5.2 Sprint Forbearances. During the period from the date of this Agreement to the Effective Time, except as set forth in the Sprint
Disclosure Schedule (subject to Section 6.1(c)) and except as required by Law or as expressly contemplated or permitied by this
Agreement, Sprint will not, and will not permit any of the Sprint Subsidiaries to, without the prior written consent of Nextel:

(2) other than in the ordinary course of business consistent with past practice, incur any indebtedness for borrowed money (other

than (i) indebtedness incurred to refinance existing indebtedness, (if) pursuant Lo its existing revolving credit facility or accounts
receivable assel securitization facilities (or any renewal or refinancing thereof}, and (iit) indebtedness of Sprint or any of the
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wholly owned Sprint Subsidiaries to Sprint or any of the wholly owned Sprint Subsidiaries or between wholly owned Sprint
Subsidiaries), assume. guarantee. endorse or otherwise as an accommodation become responsible for the obligations of any other
individual, corporation or other entity, or make any loan or advance (other than (A) employee loans or advances made in the
ordinary course of business consistent with past practice and (B) loans or advances made between Sprint and any of the wholly
owned Sprint Subsidiaries or between wholly owned Sprint Subsidiaries);

{b) adjust, split. combine or reclassify any of Sprint s capital stock;

(c) make. declare or pay any dividend, or make any other distribution on, or directly or indirectly redeem, purchase or otherwise
acquire, any shares of its capital stock or any securities or obligations convertible (whether currently conventible or convertible
only afier the passage of time or the occurrence of certain events) into or exchangeable for any shares of its capital stock (except
(i) dividends paid by any of the wholly owned Sprint Subsidiaries to Sprint or 1o any of its wholly owned Subsidiaries, (ii)
dividends paid on Sprint Preferred Stock outstanding on the date hereof or any Sprint Preferred Stock issued under the Sprint
Rights Agreement, in each case in accordance with the certificate of designation for such Sprint Preferred Stock, (iii) regular
quarterly dividends with respect to shares of Sprint Common Stock not to exceed $0.125 per share per quarter, and (iv) the
forfeiture or satisfaction of Sprint Stock-Based Awards, the acceptance of shares of Sprint Common Stock as payment for the
exercise price of Sprint Stock Options or for withholding taxes incurred in connection with the exercise of Sprint Stock Options
or the vesting or satisfaction of Sprint Stock-Based Awards, in each case, in accordance with past practice and the terms of the
applicable award agreements;

(d) grant any stock appreciation right or any right 1o acquire any sharcs of its capital stock, other than {i) pursuant to the Sprint
Rights Agreement, (ii) grénts in
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connection with regular stock option grants or other stock-based awards under Sprint Stock Plans by Sprint to its or the Sprint
Subsidiaries employees, grants-to newly-hired employees of Sprint and the Sprint Subsidiaries or grants in connection with
promotions of employees of Sprint and the Sprint Subsidiaries, in each case consistent with past practice under the Sprint Stock
Plans, (iii) pursuant 1o the Sprint SPP, the Sprint Automatic Dividend Reinvestment Plan or the Sprint Retirement Savings Plans,
each as in effect on the date hereof, and (iv) pursuant to employment agreements with Sprint as in effect on the date hereof;,

(e} issue any additional shares of capital stock, any Sprint Voting Debt or any securities convertible into or exchangeable for, or
any wartants or options to acquire, any such shares or Sprint Voting Debt, exeept (i) pursuant to the exercise of Sprint Stock
Qptions or the satisfaction of any Sprint Stock-Based Awards, in each case, outstanding as of the date of this Agreement or
issued thereafter in compliance with this Agreement, (ii} pursuant lo the Sprint Rights Agreement, (iii) pursuant to the Sprint
SPP, the Sprint Automatic Dividend Reinvestment Plans or the Sprint Retirement Savings Plan, each as in effect on the date
hereof, (iv) upon the conversion of converiible securities (including conversion of the Sprint Series 2 Common Stock into Sprint
Series 1 Common Stock in accordance with its terms) outstanding as of the date of this Agreement, or {v) for issuances by a
wholly owned Sprint Subsidiary of capital stock to such Subsidiary s parent or another wholly owned Sprint Subsidiary;

() notwithstanding any other provision hereof, increase, decrease, change or exchange any Sprint Preferred Stock or Sprint
Series 2 Common Stock for a different number or kind of shares or securities as a result ol’a reorganization, recapitalization,
reclassification, stock dividend, stock split, reverse stock split or other similar change in capitalization, in each case other than as
required by the terms thereof as in effect on the date of this Agreement;

(g) other than in the ordinary course of business consistent with past practice, or as required to comply with applicable Law or a
Sprint Benefit Plan as in effect on the date hereof or collective bargaining or similar labor union or other agreement the existence
of which does not breach this Agreemen, (i) increase the wages, salaries, compensation, bonus, pension or other benefits or
perquisites payable to any officer or employee, (i1) grant or increase any severance. change in control, termination or similar
compensation or benefits payable to any officer or employee, {iit) pay any bonus, (iv) adopt, enter into, terminate or amend in
any malerial respect any Sprint Benefit Plan or any collective bargaining or similar labor union agreement, other than the entry
into of employment agreements with newly hired or promoted non-executive employees and the renewal or replacement of
collective bargaining or similar.agreements with respect to employees of the 1LEC Business, (v) except tor the provision of
indemnification pursuant to indemnification agreemenits in effect on the date hereof, enter into any Sprint 3-K 404 Arrangement,
other than in connection with the appointment or election of new directors or (the hiring or promotion of new officers in the
ordinary course of business, or (vi) accelerate the time of payment or vesting of, or the lapsing of restrictions with respect 1o, or
fund or otherwise secure the payment of. any compensation or benefits under any Sprint Benefit Plan; provided, however that in
no -
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evenl may any such acceleration of vesting, lapse of restrictions or funding be as a result of the execution and delivery of this
Agreement or the consummation of the transactions contemplated by this Agreement unless required 10 comply with applicable
Law:

(h) sell, transfer, mortgage. encumnber or otherwise dispose of any of its properties or assets that are material to Sprint and the
Sprint Subsidiaries, taken as a whole, in any transaction or series of transactions, to any Person other than Sprint or a Sprint
Subsidiary, or cancel, release or assign 10 any such Person any indebtedness or any claims held by Sprint or any Sprint
Subsidiary, in each case that is material to Sprint and the Sprint Subsidiaries, taken as a whole, other than (i} in the ordinary
course of business consistent with past practice or (ii) Liens pursuant to accounts receivable assel securitization facilities {or any
renewal of any thercof).

{i) enter into any new line of business that is material to Sprint and the Sprint Subsidiaries, taken as a whole;

(i) make any acquisition or investment either by purchase of stock or securilies, contributions to eapital, properiy transfers, or by
purchase of any property or asseis of any other Person, or make any capital expenditures, in each case other than (i) investments
in wholly owned Subsidiaries, (ii) acquisitions ol assets used in the operations of Sprint and its Subsidiaries in the ordinary
course of business, or {iii) acquisitions or investments not in excess of the amounts set forth in Section 5.2(j) of the Sprint
Disclosure Schedule;

(k) amend its Articles of Incorporation or Bylaws or similar organizational documents, or amend (other than to delay any
distribution date as defined therein), or redeem the rights issued under, the Sprint Rights Agreement, or otherwise take any
action to exempt any Person (other than Nextel or the Nextel Subsidiaries), or any action taken by any such Persen, from the
Sprint Rights Agreement or any Takeover Statute or similarly restrictive provisions of its organizationat documents, or terminate,
amend or waive any provisions of any confidentiality or standstill agreements in place with any third parties:

(1) settle any material claim, action or proceeding, except (i} in the ordinary course of business or (ii} settlements to the extent
subject to and not in excess of reserves that relate to the matter being settled existing as of September 30, 2004 in accordance
with GAAP;

{m} take any action that is intended or would be reasonably likely to result in any of the conditions to the Merger set forth in
Article VII not being satisfied, except as may be required by applicable Law,

(n) implement or adopt any material change in its tax accounting or financial accounting policies, practices or methods, other
than as may be required by applicable Law, GAAP or regulatory guidelines;
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(0} other than in the ordinary course of business and other than the renewal or refinancing of existing credil facilities or other
indebtedness, amend in any material respect, waive any of its material rights under, or enter into any contract or binding
agreement that would be a Sprint Contract; or

(p) agree or commii Lo take any of the actions prohibited by this Section 5.2.

5.3 Nextel Forbearances. During the period from the date of this Agreement to the Effective Time, except as set forth in the
Nextel Disclosure Schedule (subject 10 Section 6.1{c)) and except as required by Law or as expressly contemplated or permitted
by this Agreement, Nextel will not, and will not permit any of the Nextel Subsidiaries to, without the prior written consent of
Sprint:

(a) other than in the ordinary course ol business consistent with past practice, incur any indebtedness.for berrowed money (other
than (i} indebtedness incurred to refinance existing indebtedness, (i} pursuant to its existing revolving credit facility (or any
renewal or refinancing thereof), and (iii) indebtedness of Nextel or any of the wholly owned Nexte] Subsidiaries 1o Nextel or any
of the wholly owned Nextel Subsidiaries or between wholly owned Nexte) Subsidiaries), assume, guarantee, endorse or otherwise
as an accommodation become responsible for the obligations ol any other individual, corporation or other entity, or make any .
loan or advance (other than (A) employee loans or advances made in the ordinary course of business consistent with past practice
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and {B) loans or advances made between Nexiel and any of the wholly owned Nextel Subsidiaries or between wholly owned
Nextel Subsidiaries):

{b) adjust, split. combine or reclassify any of Nextel s capital stock:

(c) make, declare or pay any dividend. or imake any other distribution on, or directly or indirectly redeem, purchase or otherwise
acquire, any shares of its capilal stock or any securities or obligations convertible (whether currently convertible or convertible
only after the passage of time or the occurrence of certain events) into or exchangeable for any shares of its capital stock (except
(i) dividends paid by any of the wholly owned Nextel Subsidiaries to Nextel or to any of its wholly owned Subsidiaries, (ii)
dividends paid on, or conversion of, Nextel Preferred Stock ouistanding on the date hereof in accordance with the certificate of
designation for such Nextel Preferred Stock, and (iii) the forfetture or satisfaction of Nextel Stock-Based Awards, the acoeptance
of shares of Nextel Common Stock as payment for the exercise price of Nextel Stock Options or for withholding iaxes incurred in
connection with the exercise of Nextel Stock Options or the vesting or satisfaction of Nextel Stock-Based Awards, in each case,
in accordance with past practice and the terms of the applicable award agreements;

(d) grani any stock appreciation right or any right to acquire any shares of its capital stock. other than (i) grants in connection
with regular stock option grants or other stock-based awards under Nextel Benefit Plans by Nextel to its or the Nextel
Subsidiaries employees, grants to newly-hired employees of Nextel and the
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Nextel Subsidiaries or grants in connection with promotions of employees of Nextel and the Nextel Subsidiaries, in each case
consistent with past practice under the Nextel Stock Plans, (ii) pursuant to the Nextel SPP or the Nextel Direct Stock Purchase
Plan, each as in effect on the date hereof, and (iii} pursuant to employment agreements with Nextel as in effect on the date hereof:

(e) issue any additional shares of capital stock, any Nextel Voting Debt or any securities convertible into or exchangeable for, or
any warrants or options to acquire, any such shares or Nextel Voting Debt, except (i} pursuant to the exercise of Nextel Stock
Options or the satisfaction of any Nextel Stock-Based Awards, in each case, cutstanding as of the date of this Agreement or
issued thereafter in compliance with this Agreement, (ii) pursuant to the Nextel SPP or the Nextel Direct Stock Purchase Plan,
each as in effect on the date hereof,, (iii) upon the conversion of convertible securities outstanding as of the date of this
Agreement, or (iv) for issuances by a wholly owned Nextel Subsidiary of capital siock to such Subsidiary s parent or anather
wholly owned Nextel Subsidiary;

() notwithstanding any other provision hereof, increase, decrease. change or exchange any Nextel Preferved Stock for a different
number or kind of shares or securities as a result of a reorganization, recapitalization, reclassification, stock dividend, stock split,
reverse stock split or other similar change in capitalization, in each case other than as required by the terms thereof as in effect on
the date of this Agreement;

(2) other than in the ordinary course of business consistent with past practice, or as required to comply with applicable Law or a
Nextel Benefit Plan as in effect on the date hereof or collective bargaining or similar labor union or other agreement the existence
of which does not breach this Agreement, (i) increase the wages, salaries, compensation, bonus, pension, or other benefits or
perquisites payable to any officer or employee, (ii) grant or increase any severance, change in control, termination or similar
compensation or benefits payable to any officer or employee, (iii) pay any bonus, (iv) adopt, enter into, terminate or amend in
any material respect any Nextel Benefit Plan or any collective bargaining or similar [abor union agreement, other than the entry
into of emplayment agreements with newly hired or promoted non-executive employees, (v} except for the provision of
indemnificalion pursuant to indemnification agreements in effect on the date hereof, enter inta any Nexte! S-K 404 Arrangement,
other than in connection with the appointment or election of new directors or the hiring or promotion of new officers in the
ordinary course of business, or (vi) accelerate the time of payment or vesting of, or the lapsing of restrictions with respect to, or
fund or otherwise secure the payment of, any compensation or benefits under any Nextel Benefit Plan; provided, however, that in
no event may any such aceeleration of vesting, lapse of restrictions or funding be as a result of the execution and delivery of this
Agreement or the consummation of the transactions contemplated by this Agreement unless required to comply with applicable
Law;

(h} sell, transfer, mortgage. encumber or otherwise dispose of any of its properties or assets that-are material 1o Nextel and the
Nextel Subsidiaries, taken as a whole, in any transaction or series of transactions, to any Person other than Nextel or '

<original-page 44 >




a Nextel Subsidiary. or cancel. release or assign io any such Person any indebtedness or any claims held by Nextel or any Nextel
Subsidiary, in each case that is material to Sprint and the Sprint Subsidiaries, taken as a whole, other than in the ordinary course
of business consistent with past praclice;

(i) enter into any new line of business that is material to Nextel and the Nextel Subsidiaries, taken as a whole;

(j) make any acquisition or investment either by purchase of stock or securities, contributions to capital, property transfers, or by
purchase of any property or assets of any other Person, or make any capital expenditures, in each case other than (i) invesunents
in wholly owned Subsidiaries, (ii) acquisitions of assets used in the operations of Nextel and its Subsidiaries in the ordinary
course of business, or (iil) acquisitions or investments not in excess of the amounts set forth in Section 5.3(j) of the Nextel
Disclosure Schedule:

(k) amend its Cenificate of Incorporation or Bylaws or similar organizational documents, or otherwise take any action 10 exempt
any Person {other than Sprint or the Sprint Subsidiaries), or any action taken by any Person, from any Takeover Statute or
similarly restriclive provisions of its organizational documents, or terminate, amend or waive any provisions of any
confidentiality or standstill agreements in place with any third parties:

(1) settle any material claim. action or proceeding, except (i) in the ordinary course of business or (ii) seltlements to the extent
subject to and not in excess of reserves that relate to the matter being setiled existing as of September 30, 2004 in accordance
with GAAP;

{m)} take any action that is intended or would be reasonably likely to result in any of the conditions to the Merger set forth in
Article V1] not being satisfied, except as may be reguired by applicable Law;

{n} implement or adopt any material change in ils tax accounting or financial accounling policies, practices or methods, other
than as may be required by applicable Law, GAAP or regulatory guidelines;

{0) other than in the ordinary course of business and other than the renewal or refinancing of existing credit facilities or other
indebtedness, amend in any material respect, waive any of its material rights under, or enter into any contract or binding
agreement that would be a Nextel Contract; or

{(p) agree or commit to take any of the actions prohibited by this Section 3.3.

5.4 Control of Other Party s Business. Nothing contained in this Agreement will give Nextel, directly or indirectly, the right (o
control or direct Sprint s operations prior to the Effective Time. Nothing contained in this Agreement will give Spriny, directly or
indirectly, the right to control or direct Nextel s operations prior to the Effective Time.

<original-page 43 >

Prior to the Effective Time, each of Nextel and Sprint will exercise, consistent with the lerms and conditions of this Agreement,
complete control and supervision over its respective operations. Nothing in this Agreement, including any of the actions, rights or
restrictions set forth herein, will be interpreied in such a way as to place Sprint or Nextel in violation of any rule, regulation or
policy of the FCC or the Communications Act. Notwithstanding anything to the contrary in this Agreement, Sprint will not have
any right or power to direct or cause the direction of the management and policies of Nextel Partners, Inc. ( Nextel Partners ), nor
will Sprint have any right to direct or influence the voting or disposition of the shares of Class B Common Stock of Nextel
Partners held by Nextel or the exercise of any existing Nextel contractual rights 1o acquire shares of Class A Common Stock of
Nextel Partners.

ARTICLE VI ADDITIONAL AGREEMENTS

6.1 Regulatory and Tax Matters. (a) Nextel and Sprint will promptly prepare and file with the SEC the Joint Proxy Statement and
Form $-4 in which the Joint Proxy Statement will be included as a prospectus and any amendments or supplements thereto. Each
of Nextel and Sprint will use their reasonable best efTorts to have the Form $-4 declared effective under the Securities Act as
prompily as practicable afier such filing, and each of Sprint and Nextel will thereafler mail or detiver the Joint Proxy Statement to
its respective stockholders. Each party will also use its reasonable best efforts to obtain all necessary state securities law or Blue
Sky permits and approvals required to carry out the transactions contemplated by this Agreement, and each party will furnish all
information conceming such parly and the holders of its capital stock as may be reasonably requested in connection with any




such action. The parties will promptly provide copies to and consult with each other and prepare written responses with respect to
any written commentis received from the SEC with respect to the Form 54 and the Joint Proxy Statement and promptly advise
the other party of any oral comments received from the SEC.

(b) Without limiting Section 6.4, the parties will cooperate with each other and use their respective reasonable best efforts to
promptly prepare and file ell necessary documentation, to effect all applications, notices. petitions and filings. to obtain as
promptly as practicable all permits, consents, approvals and authorizations of all third parties and Governmental Entities that are
necessary or advisable 1o consummate the transactions contemplated by this Agreement (including the Merger) and to comply
with the terms and conditions of all such permils, consents. approvals and authorizations of all such Governmental Entities.
Sprint and Nextel will have the right to review in advance. and, to the extent praciicable, each will consuli the other on, in each
case, subject to applicable Law relaling to the exchange of information, all the information refating to Sprint or Nextel, as the
case may be, and any of their respective Subsidiaries, that appears in any filing made with, or written materials submitted to, any
third party or any Governmental Entity in connection with the transactions contemplated by this Agreement. In exercising the
foregoing right. each of the parties will act reasonably and as promptly as practicable. The parties will consult with cach other
with respect Lo obtaining all permits, consents, approvals and authorizations of alt third parties and Governmental Entities
necessary or advisable (o consumnate the
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transactions contemplated by this Agreement, and each party will keep the other apprised of the status of matters relating to
completion of the transactions contemplated by this Agreement.

(c) Subject to the last sentence of Section 1.4(g), the parties will cooperate with each other and use their respective reasonable
best efforis to cause (i) the Merger to qualify asa reorganization within the meaning of Section 368

(a} of the Code and (ii) the ILEC Separation to qualify as a reorganization within the meaning of Section 368(a) of the Code and
as tax-free under Sections 3535 and 361 (including Sections 355(e) and 361(c)(2)(B}} of the Code (the qualifications referred to in
clauses {i) and (ii), the Intended Tax Treatment ), including (A) not taking any action ihat such party knows is reasonably likely
1o prevent the Intended Tax Treatment, {B) executing such amendments o this Agreement as may be reasonably required in order
to obtain the Intended Tax Treatment (it being understood that no party will be required to agree 10 any such amendment (x) that
it determines in good faith materially adversely affects the value of the transactions contemplated heveby to such party or its
stockholders or (¥) afier the date of the Sprint Stockholders Meeting or the Nextel Stockholders Meeting, as applicable, which
under applicable Law expressty requires the further approval of its stockholders), (C) using their respective reasonable best
efforts to oblain a ruling from the IRS confirming the Intended Tax Treatment with respect to the ILEC Separation, .and (D) using
their respective reasonable best efforts to obtain the opinions referred to in Sections 7.2(c) and 7.3(c), including by executing
customary letters of representation. For tax purposes. each of Sprint, Nextel and Merger Sub will report the Merger in a manner
consistent with Section 1.9. It is understood and agreed that the parties right to take any action disclosed in Section 5.1, 5.2 or
5.3 of the Sprint Disclosure Schedule or the Nextel Disclosure Schedule will be subject to and subordinate 1o the parties
respective obligations under this Section 6.1{c).

(d) Each of Nextel and Sprint will, upon request, furnish to the other all information concerning iself, ts Subsidiarics, directors,
officers and stockholders and such other matters as may be reasonably necessary or advisable in connection with the Joint Proxy
Statemnent, the Form $.4 or any other statement, filing, notice or application made by or on behalf of Nextel, Sprint or any of their
respective Subsidiaries to any Governmental Entity in connection with the Merger and the other transactions contemplated by
this Agreement or the [LEC Separation.

{e} Each of Nextel and Sprint will prompily advise the other upon receiving any communication from any Governmental Entity
and any material communication given or received in connection with any proceeding by a private party, in each case in
connection with the Merger and the other transactions contemplated by this Agreement or the ILEC Separation.

6.2 Access to Information. (d) Upon reasonable notice and subject to applicable Law relating to the exchange of information,
each of Sprint and Nexte] will, and wiil cause each of its Subsidiarics Lo, afford to the officers, employees, accountants, counsel
and other representatives of the other, reasonable access, during normal business hours during the period prior 10 the Effective
Time, to all its properties, books,
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contracts. commiuments and records, and, during such period. each party will. and will cause its Subsidiaries Lo, make available Lo
the other party (i) a copy of each report, schedule, registration statemeni and other document filed or received by it during such
period pursuant to the requirements of federal securities laws or federal or state laws applicable to providers of
telecommunications (other than reports or documents that such party is not permitted to disclose under applicable Law) and (ii)
all other information concerning its business. properties and personnel as the other may reasonably request. Notwithstanding the
faregoing, neither Sprint nor Nextel nor any of their Subsidiaries will be required 10 provide access to or to disclose information
where such access or disclosure would jeopardize the attorney-client privilege of such party or its Subsidiaries or contravene any
Law, fiduciary duty or binding agreement entered inlo prior to the date of this Agreement or entered into after the date of this
Agreement in the ordinary course of business. The parties will use their reasonable best efforts t0 make appropriate substitute
arrangements to permit reasonable disclosure under circumstances in which the restrictions of the preceding sentence apply.

{b) All information and materials provided pursuant to this Agreement will be subject te the provisions of the Mutual
Nondisclosure Agreement. dated November 28, 2004, between Sprint and Nextel, as amended from time to time {the
Confidentiality Agreement ).

{t) No investigation by either of the parties or their respective representatives will affect the representations and warranties of the
other set forth in this Agreement.

6.3 Stockholder Approvals. Each of Sprint and Nextel will duly call, convene and hold a mecting of its stockholders to be held as
soon as reasonably practicable after the Form S-4 is deciared effective for the purpose of obtaining the Sprint Stockholder
Approval and the Nextel Stockholder Approval, and each will use its reasonable best efforts to cause such meetings to occur as
soon as reasonably practicable and on the same date. Subject 1o Sections

6.11 and 8.1, the Board of Direclors of each of Sprint and Nextel will use its reasonable best efforts to obtain from ils respective
stockholders the Sprint Stockholder Approval and Nextel Stockholder Approval,

6.4 Legal Conditions to Merger. (a) Each of Nextel and Sprint will, and will cause its Subsidiaries to, use their reasonable best
efforts (i) to take, or cause Lo be taken, all actions necessary, proper or advisable to comply promptly with all legal requirements
that may be imposed on $uch party or its Subsidiaries with respect to the Merger and to consummate the transactions
contemplated by this Agreement as soon as practicable afler the date hereol, and (ii} to obtain (and to cooperate with the other
party to abtain) any consent, authorization, order or approval of, or any exempticn by, any Govemmental Entity and any other
third party that is required to be obtained by Sprint or Nextel or any of their respective.Subsidiaries in connection with the
Merger and the other transactions contemplated by this Agreement. In addition, each of Nexiel and Sprint will, if required by any
Governmental Entity whose consent. authorization, order, approval or exemption is required in order to satisfy the condition set
forth in

<original-page 48 >

Section 7.1(c). (i) sell, hold separate or otherwise dispose of assets of such party or its Subsidiaries or conduct its business in a
specified manner, (ii) agree to sell, hold separate or otherwise dispose of assets of such party or its Subsidiaries or conduct its
business in a specified manner, or (iii) permit assels of such party or its Subsidiaries to be sold, held separate or disposed of or
permit its business 1o be conducted in a specified manner; provided, however, that nothing in this Agreement will require, or be
deemed to require, the parties (o this Agreement to agree to or effect any divestiture or take any other action if deing so would,
individually or in the aggregate, reasonably be expected to have a Material Adverse Effect on Sprint or Nextel,

{b) In furtherance and not in limilation of the covenants of the parties contained in Sections 6.1 or 6.4(a}, if any adminisirative or
judicial action or proceeding, including any proceeding by a private party, is instituted (or threatened to be instituted) challenging
any transaction contemplated by this Agreement as violative of any applicable Law or legal obligation or requirement, or if any
statute, rule, regulation or Injunction is enacted, entered, promulgated or enforced by a Governmental Entity that would make the
Merger or the other transactions contemplated hereby iliegal or would otherwise prohibit or malerially impair or delay the
consummation of the Merger or the other transactions contemplated hereby, cach of Sprint and Nextel will cooperate in all
respects with each other and use its respective reasonable best efforts to contest and resist any such action-or proceeding and to
have vacated, lifled, reversed or overturned any judgment, Injunction or other order, whether temporary, preliminary or
permanent, that is in effect and that prohibils, prevents or restricts consummation of the Merger or the other transactions
contemplated by this Agreement and to have such statute, rule, regulation or Injunction repealed. rescinded or made inapplicable
S0 as lo permit consummation of the transactions contempiated by this Agreement. Notwithstanding the foregoing or any other
provision of this Agreement, nothing in this Section 6.4(b) will limit either Sprint s or Nextel s right to terminate this Agreenent
pursuant to Article V111 so long as such party has up to the date of termination complied with its obligations under this Scction
6.4,



(c) Each party hereto and its respective Board of Directors will. if any Takeover Statute becomes applicable 10 this Agreement.
the Merger or any other transactions contemplaied hereby. take ull action reasonably necessary 10 ensure that the Merger and the
other transactions conternplated by this Agreement may be consummated as promptly as practicable on the terms contemplated
hereby and otherwise to minimize the effect of such statute on this Agreement. the Merger and the other transaclions
contemplated hereby.

{d) Immediatcly following the execution of this Agreement, Sprint will adopt this Agreement as the sole stockholder of Merger
Sub,

6.5 AfTiliates. Nextel will use its reasonable best efforis to cause each director, executive officer and other Person who is an
affiliate (for purposes of Rule 145 under the Securities Act) of Nextel to deliver to Sprint, as soon as practicable after the date of
this Agreement, and prior to the date of the Nextel Stockholders Meeling, a wrilten agreement, in the form of Exhibit F.
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6.6 Listing. Sprint will use its reasonable best efforts to cause the shares of Sprint Series | Common Stock to be issued in the
Merger (o be authorized for listing on the NYSE, subject to official notice of issuance, prior to the Effective Time.

6.7 Employee Matters. (a) From and afler the Effective Time, the Sprint Benefit Plans and the Nextel Benefit Plans in effect at
the Effective Time will remain in effect (except as provided in Section 1.5(b)) with respect to employees and former employees
of Sprint or Nextel and their Subsidiaries (the Covered Employees ), as applicable, covered by such plans at the Effective Time,
untii such time as the Resulting Company otherwise determines, subject to applicable Law and the terms of such plans. Prior 1o
the Closing Date, Sprint and Nextel will cooperate in reviewing, evaluating and analyzing the Sprint Benefit Plans and the Nextel
Benefit Plans with a view towards developing appropriale employee benefits and compensation plans, programs and
arrangements { Benefit Plans ) for Covered Employees. It is the intention of Sprint and Nextel, 1o the extent permined by
applicable Law, for the Resulting Company Lo develop Benefit Plans as soon as reasonably practicable after the Etfective Time
which, among other things, {i) treat similarly situated employees on a substantially equivalent basis, taking into account all
relevant factors, including duties, geographic location, tenure, qualifications and abilities. and (i1) do not discriminate between
Covered Employees who were covered by Sprint Benefit Plans, on the one hand, and those covered by Nextel Benefit Plans on
the other, at the Effcctive Time. It is the current intention of Sprint and Nextel that, for one year following the Effective Time, the
Resulting Company will provide employee benefits under Benefit Plans to Covered Employees thal are substantially equivalent
in the aggregate Lo those provided to such Persons pursuant to'the Sprint Benefit Plans or Nextel Benefit Plans, as applicable, in
effect at the Effective Time. Nothing herein will prohibit any changes to the Benefit Plans that may be (1) required to comply
with applicable Law (including any applicable qualification requirements of Section 4{t1{a} of the Code} or (2) required for Sprint
to provide for or permit investment in its securities. Notwithstanding the above and for the avoidance of doubt, no change may be
made 1o any Sprint Benefit Plan or Nextel Benefit Plan, including employment, severance, retention, change of control and equity
compensation agreements and arrangements, which would be prohibited under the tenms of such Sprint Benefit Plan or Nextel
Renefit Plan in the absence of the consent of the person 1o whom such Sprint Benefit Plan or Nextel Benefit Plan provides, or
may provide, payments or benefits, unless and until such consent is obtained.

(b) With respect to the Benefit Plans, the Resulting Company will (1) provide all of the Covered Employees with service credit
for purposes of eligibility, participation, vesting and levels of benefits (but not for benefit accruals under any defined benefit
pension plan or retirce medical or other welfare plan or as would otherwise result in a duplication of benefits), under any Benefit
Plan adopted, maintained or contributed to by the Resulting Company in which Covered Employees are eligible 10 participate, for
all periods of employment with Sprint or Nextel or any of their respective Subsidiaries (or their predecessor entities) prior to the
Effective Time, (ii} cause any pre-existing conditions or limitations, eligibility waiting periods or required physical examinations
under any welfare Benefit Plans of the Resulting Company to be waived with respect to the Covered Employees and their eligible
dependents, to the
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extent waived under the corresponding plan in which the applicable Covered Employee participated immediately prior to the
Effective Time and, with respect to life insurance coverage, up to the Covered Employee s current level of insurability, and (iii)
give the Covered Employees and their eligible dependents credit for the plan year in which the Effective Time [or
commencement of participation in any Benefit Plan of the Resulting Company) occurs towards applicable deductibles and annual
out~pf-pockel limits for expenses incurred prior to the Effective Time (or the date of commencement of participation in such
Benefit.Plan). -

-35-



{c) From and afier the Effective Time, the Resulting Company will henor all acerued and vested benelit obligations to and
contractual rights of current and former employees of Sprint ard Nexiel and their respective Subsidiaries under the Sprint Benefit
Plans or Nextel Benefit Plans, as applicable, to the extent accrued and vesied as of the Effective Time.

{d) Nothing in this Section 6.7 will prohibit the Resulting Company from amending, modifying or terminating any Sprint Benefit
Plan or Nextel Benefit Plan pursuani to, and in accordance with, the terms thereof.

(e) At the Effective Time, Sprint will assume the employment agreement referred to in Section 6.7(¢) of the Nextel Disclosure
Schedule.

6.8 Indemnification; Directors and Officers Insurance. (a) From and afler the Effective Time. Sprint will indemnify and hold
harmless, as and to the fullest extent permitted by applicable Law, each individual who is now, or has been at any time prior to
the date of this Agreement. or who becomes prior to the Effective Time, a director or officer of Nexiel or any of the Nextel
Subsidiaries or who is or was serving at lhe request of Nextel or any of the Nextel Subsidiarics as & director or officer of another
Person (the Nextel [ndemnified Parties ) against any losses, claims, damages, liabilities, costs. expenses (including
reimbursement for reasonable fees and expenses incurred in advance of the final disposition of any claim, suit, proceeding or
investigation to each Nextel Indemnified Party), judgments. fines and. subject to approval by Sprini, amounts paid in setilement
in connection with any threatened or actual claim, action, suit, proceeding or investigation to which such Nextel Indemnified
Party is, or is threatened to be, made a party based in whole or in part on, or arising in whole or in part out of, or pertaining 10
{1} the fact that such individual is or was a director or afficer 6f Nextel or any of the Nextel Subsidiaries or is or was serving at
the request of Nextel or any of the Nextel Subsidiaries as a director or officer of another Person or is named as a director of the
Resulting Company in the Form S-4 or (ii) this Agreement or any of the transactions contemplated by this Agreement, whether
asserted or arising before or afler the Effective Time.

{b) Sprint will cause to be maintained in effect for a period of six years from the Effective Time the directors and officers
liability insurance policy maimained at the Effective Time by Nextel (provided that Sprint may substitute therefor policies of at
least the same coverage and amounts containing terms and conditions that are not less advantageous than any such policy), with
respect to claims arising from facts, events, '
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—— acts or omissions occurring prior to the Effective Time;
provided, however, that in no event will Sprint be required to expend in any year an amount in excess of 250% of the annual
aggregate premiums currently paid by Nextel for such insurance (the Maximum Premium ). If such insurance coverage cannot be
obtained at all, or can only be obtained at an annual premium in excess of the Maximum Premium, Sprint will cause to be
maintained the most advantageous policies of directors and officers insurance ebtainable for an annual premium equal to the
Maximum Premium.

() The provisions of this Section 6.& will survive the Effective Time and are intended to be for the benefit of, and will be
enforceable by, each Nextel Indemnified Party and his orher heirs and representatives, Sprint will pay or cause to be paid (as
incurred) all expenses, including reasonable fees and expenses of counsel, that a Nextel Indemnified Party may incur in enforcing
the indemnity and other obligations provided for in this Section 6.8 (subject to reimbursement if the Nextel Indemnified Party is
subsequently determined not to be entitled to indemnification under Section 6.8(a)).

(d} If Sprint or any of its successors or assigns (i) consolidates with or merges into any other Person and is not the continuing or
surviving corporation or entity of such consolidation or merger or (ii) transfers or conveys all or substantially all of its properties
and assets to any Person, then, and in each such case, to the extent necessary, proper provision will be made so that the
successors and assigns of Sprint, as the case may be, will assume the obligations set forth in this Section 6.8.

6.9 Advice of Changes. Each of Nextel and Sprint will promptly advise the other of any change or event (i) having or reasonably
expected to result in a Material Adverse Effect on Nexiel or a Material Adverse Effect on Sprint, as the case may be, or (ii) that it
believes results or would be reasonably expected to result in a fajlure of any condition set forth in Section 7.2(a),

7.2(b), 7.3(a) or 7.3(b); provided, however, that no such notification will affect the representations, warranties, covenants or
agreements of the parties (or remedies with respéct thercto) or the conditions to the obligations of the parties under this
Agpreement; provided, further, however. that a failure 10 comply with this Section 6.9 will not constitute the failure of any
condition set forth in Article VII to be satisfied unless the underlying Material Adverse Effect or breach would independently
result in the failure of a condition set forth in Article VII to be satisfied.

6.10 Exemption from Liability Under Section 16(b). Nexiel and Sprint agree that, in order 10 most éffectively compensate and

retain Insiders (as defined below) in connection with the Merger, both prior 1o and afler the Effective Time, it is desirable that
Insiders be relieved of the risk of liability under Section F6(b)-of the Exchange Act to the [ullest extent permitted by applicable
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Law in connection with the conversion of shares of Nextel Common Stock, Nexiel Stock Options, Nextel Siock-Based Awards
into shares of Sprint Series | Commen Stock and Nexiel Rollover Options and other awards denominated in shares of Sprint
Series | Common Stock in the Merger, and for that compensatory and retentive purpose agree to the provisions of this Section
6.10. Following the delivery 1o Sprint of the Section 16 Information (as defined below) in 2 timely fashion, the Sprint Board, ora
committee of Non-Employee Directors (hereol
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(as such term is defined for purposes of Rule 16b-3(d) under the Exchange Act), will adopt a resolution providing that the receipt
by Insiders of Sprint Series | Common Stock in exchange for or satisfaction of shares of Nextel Common Stock or Nextel Stock-
Bused Awards, and of Nextel Rollover Options upon conversion of Nextel Stock Options. in each case, pursuant o the
transactions contemplated by this Agreement and to the extent such securities are listed in the Section 16 Information, are
intended to be exempt from liability pursuant to Section 16

(b) under the Exchange Act. Section 16 Information will mean information accurate in all material respects regarding Insiders,
the number of shares of Nextel Conunon Stock held by each such Insider and expected to be exchanged for Sprint Series |
Common Stock in the Merger, and the number and description of Nextel Stock Options and Nextel Stock-Based Awards held by
cach such Insider and expected to be converted into Nextel Rollover Options and exchanged for Sprint Series | Common Stock
or awards denominated therein in connection with the Merger; provided, however, that the requirement for a description of any
Nextel Stock Options and Nextel Stock-Based Awards will be deemed 1o be satisfied if copies of all Nextel Stock Plans and other
Nextel Benefit Plans, and forms of agreements evidencing grants thereunder, under which such Nextel Stock Options and Nextel
Stock-Based Awards, respectively, have been granted to Insiders, have been made available to Sprint. Insiders will mean those
officers and directors of Nextel who are subject to the reporting requiremenis of Section 16(a) of the Exchange Act and who are
listed in the Section 16 Information.

6.11 No Solicitation. (a) Sprint will not, and will cause the Sprint Subsidiaries and each officer, director, employee, agent or
representative {including any financial or legal advisor or other retained representative) of Sprint or any Sprint Subsidiaries not
to, directly or indirectly, (i) solicit, initiate or encourage or facikitate {including by way of furnishing information) or take any
other action designed to facilitate any inquiries or proposals regarding any merger, share exchange, consolidation, sale of asscts,
sale of shares of capital stock (including by way of a tender offer or exchange offer) or similar transactions invelving Sprint or
any of the Sprint Subsidiaries that. if consummated, would constitute an Alternative Transaction {as defined in paragraph {c}
below) (any of the foregoing inquiries or propoesals being referred to herein as a Sprint Acquisition Propoesal ), (i) participate in
any discussions or negotiations regarding, or furnish to any Person any information in connection with, or otherwise cooperate in
any way with any Person in connection with, an Aliernative Transaction, or (iii) enter into any agreement regarding any
Alternative Transaction.

(b) Nextel will not, and will cause the Nextel Subsidiaries and each officer, director, employee, agent or representative (including
any financial or legal advisor or other retained representative} of Nextel or any Nextel Subsidiaries not to, directly or indirectly,
(i} solicit, initiate or encourage or facilitate (including by way of furnishing information) or take any other action designed to
facilitate any inquiries or proposals regarding any merger, share exchange, conselidation, sale of assets, sale of shares of capiial
stock (including by way of a tender offer or exchange offer) or similar transactions involving Nextel or any of the Nextel
Subsidiaries that, if consummated, would constitute an Alernative Transaction {any of the foregoing inquiries or proposals being
referred 10 herein as a Nextel Acquisition Proposal and, with a Sprint Acquisition
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Proposal, an Acquisition Proposal ), (ii) participate in any
discussions or negotiations regarding, or furnish to any Person any information in connection with, or otherwise cooperate in any
way with any Person in connection with, an Alternative Transaction, or (iii)-enter into any agreement regarding any Alternative
Transaction.

(¢) As used in this Agreement, Alternative Transaction means, with respect to Nextel or Sprint, as the case may be (for this
purpose, the Target Party ), any of (i) a transaction pursuant to which any third Person (or group of Persons) other than the other
party to this Agreement (the Non-Target Party ) or its affiliates, directy or indirectly, acquires or would acquire more than 20%
of the outstanding shares of common stock of the Target Party or of the cutstanding voting power of the Target Party, whether
from the Target Party or pursuant to a tender offer or exchange offer or otherwise, (ii) a merger, share exchange, consolidation,,
business combination, recapitalization or any other transaction involving the Target Party (other than the Merger) or any ol its
Subsidiaries pursuant to which any third Person or group of Persons (other than the Non-Target Party or its affiliates) party
thereto, or its stockhelders, owns or would own more than 20% of the outstanding shares of common stock or the outstanding
voting power of the Target Party or, if applicable, the parent entity resulting from any such transaction.immediately upon
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consummation thereof, or (iii} any transaction pursuant to which any third Person (or group of Persons) other Lthan the Non-
Target Party or its affiliztes acquires or would acquire control of assets {inchuding for this purpose the outstanding equity
securilies of the Subsidiaries of the Target Party and securities of the entity surviving any merger or business combination
involving any of the Subsidiaries of the Target Party) of the Target Party or any of its Subsidiaries representing more than 20% of
the fair market value of all the assets of the Target Party and its Subsidiaries, taken as a whole. immediately prior to such
transaction: provided. however, that no transaction involving the acquisition of capital siock or assets of Nextel Partners by
Nextel, or of any third party provider of Sprint wireless services or of a Sprint Subsidiary by Sprint, will be deemed to be an
Altemative Transaction.

{d) The Target Party will notify the Non-Target Party promptly (but in no event later than 24 hours) after receipt of any
Acquisition Proposal, or any material modification of or material amendment to any Acquisition Proposal, or any request for non-
public information relating to the Target Party or any of its Subsidiaries or for access 10 the propertics, books or records of the
Targe! Party or any ol its Subsidiaries by any Person that informs the Board of Directors of the Target Party or any of its
Subsidiaries that it is considering making, or has made, an Acquisilion Proposal. Such notice to the Non-Target Party will be
made orally and in writing and will indicate the identity oF the Person making the Acquisition Proposal or intending to make or
considering making an Acquisition Proposal or requesting non-public information or access to the properties, books or records of
the Target Party or any of its Subsidiaries. and the material terms of any such Acquisition Proposal or modification or
amendment to an Acquisition Proposal. The Target Party will (i) keep the Non-Target Party fully informed. on a current basis, of
any material changes in the status and any material changes or modificalions in the terms of any such Acquisition Proposal,
indication or request and (ii) provide to the Non-Target Party as soon as practicable afer receipt or
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written material sent or provided to the Target Party from any third party in connection with any Acquisition Proposal or sent or
provided by the Target Party to any third party in connection with any Acquisition Proposal.

() Notwithstanding anything to the contrary in this Section 6.11, at any time prior to obtaining the Sprint Stockholder Approval
or the Nextel Stockholder Approval, as applicable, the Target Party may furnish or cause to be firnished information to, and
enter or cause to be entered into discussions with, a Person who has made an unsolicited bona fide writien proposal or offer
regarding an Acquisition Proposal which did not result from a breach of Section

6.11(a) or 6.11(b), as applicable, if the Target Party s Board of Directors {the Target Board } has (i) determined in good faith
{afler consultation with its outside legal counsel and financial advisor or advisors) that such proposal or offer constitutes or is
reasonably likely to lead to a Superior Proposal, (i) provided prior or contemporaneous notice to the Non-Target Party of iLs
intent to furnish information to or enter into discussions with such Person, and (iif) obtained from such Person an executed
confidentialily agreement containing terms with respect to confidentiality that are determined by the Target Party to be
substantially similar to and not less favorable to the Target Party in the aggregate than those contained in the Confidentiality
Agreement (it being understood that such confidentiality agreement and any related agreements will not include any provision
calling for any exclusive right 10 negotiate with such party or having the cffect of prohibiting the Target Party from satisfying its
obligations under this Agreement). The Target Party will provide the Non-Target Party with all information regarding the Target
Party with which the Non-Target Party has not previously been provided that is provided to any Person making any such
Acquisition Proposal.

(f) As used in this Agreement, Superior Proposal means a bona fide written proposal or offer made by a third Person {or group
of Persons) to consummate any of the following transactions: (i) a merger, share exchange. consolidation, business combination
or other similar transaction involving the Target Party pursuant 1o which the stockholders of the Target Party immediately
preceding such transaciion would hold less than 50% of the outstanding shares of common stock of, and less than 50% of the
outstanding voting power of, the Target Party or the parent entity resulting from any such transaction immediately upon
consummation thereof, (ii) the acquisition by any third Person or group of Persons (including by means of a tender offer or an
exchange offer or a two-step transaction involving a tender offer followed with reasonable promptness by a cash-out merger
involving the Target Party), directly or indirectly, of ownership of more than 50% of the outstanding shares of common stock of,
and more Lthan 50% of the outstanding voting power of, the Target Party, or (lit) the acquisilion by any third Persan {or group of
Persons) of more than 50% of the fair market value of all the assets of the Target Party and its Subsidiaries, taken as a whole,
immediately prior to such transaction, in each case that the Target Board determines in good faith (after consultation with its
outside legal counsel and its financial advisor or advisors) to be more favorable from a financial point of view o the Target Party
stockholders than the Merger, taking into account all relevant factors.

<original-page 55 >

-38-



{g) Except as permitted by this Section 6.11(g). neither the Target Board nor any commiltee thereof will (A) withdraw or modify
in a manner adverse (o the Non-Target Party the recommendation by the Target Board. or any such commiltee, of this Agreement
and the Merger (in the case of Nextel) or the Charter Amendmeni and the NYSE Stock Issuance (in the case of Sprint), (B)
recommend the approval or adoption of any Acquisition Proposal. or (C) resolve, agree or propose publicly to lake any such
actions {each such action set forth in this sentence of this Section 6.11(g) being referred to herein as an Adverse
Recommendation Change ) or approve. adopt or recommend, or cause or pennit the Target Party to enter into, any letier of intent,
agreement or obligation with respect to, any Allernative Fransaction (other than a confidentiality agreement as referred to in
Section 6.1 I{e)). Notwithsianding anything to the contrary in this Section 6.1], if. at any time prior to obtaining the Sprint
Stockholder Approval or the Nextel Stockholder Approval. as applicable, (i) the Target Board, in the exercise ol its fiduciary
duties. determines in good faith. alter consultation with outside legal counsel and financial advisor or advisors. thal to do
otherwise would be inconsistent with its fiduciary dutics under applicable Law, then the Target Board may make an Adverse
Recommendation Change and (ii} the Target Board may terminate this Agreement pursuant to Section 8.1

(h) or Section 8.1(i). if applicable: provided, however. that in the case of clause (if), the Target Board may only terminate this
Agreement pursuant to such applicable section il (A) the Target Party has provided wrilten nolice to the Non-Target Party (a
Notice of Superior Proposal ) advising the Non-Targel Party that the Targel Board has received a Superior Proposal, specifying
the material terms and conditions of such Superior Proposal, identifying the Person making such Superior Proposal and indicating
that the Target Board intends Lo consider whether to terminate this Agreement pursuant to such applicable section and (B) the
Non-Target Party has not, within three business days of the Non-Target Party s receipt of the Notice of Superior Proposal. made
an offer that the Target Board determines (afler consultation with its outside legal counsel and its financial advisor or advisors) at
a meeting of the Target Board held for such purpose o be at least as favorable from a financial point of view to the Target Party s
stockholders as such Superior Proposal. The Target Party will not submit to the vote of its stockholders any Acquisition Proposal,
or propose to do so, cxeept as permitted herein,

(h) Nothing contained in this Section 6.11 will prohibil the Target Party or its Subsidiaries from taking and disclosing o its
stockholders a position required by Rule 14e-2(a} or Rule 14d-9 promulgated under the Exchange Act. Notwilhstanding any other
provision hercof, no discliosure that the Sprint Board or the Nextel Board may determine (after.consultation with counsef}) that it
or Sprint or Nextel. as applicable, is required to make under applicable Law will constitute a violation of this Agreement.

(i) Each of Sprint and Nextel and their respective Subsidiaries will immediately cease and cause to be terminated any existing
discussions or negotiations with any Persons (other than the other party) conducted herctofore with respect 1o any Alternative
Transaction, and will use reasonable best efforts to cause all Persons, other than the other party hereto, who have been furnished
confidential information regarding such party in connection with the solicitation of or discussions regarding an Acquisition
Proposal within the 12 months prior 1o the date hereof promptly to retum or destroy
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such information. Each of Sprint and Nextel will, as soon as
practicable after the date hereof. take all steps necessary to terminale any approval that may have been heretofore given under
any provisions of any standstill or similar agreements authorizing any Person to make an Acquisition Proposal.

{(j) 1t is understood thar any violation of the restrictions set forth in this Section 6.11 by any officer, director, employce, agent or
representative (including financial or legal advisor or olher retained representative) of either party or any of its Subsidiaries. at
the direction or with the consent of such party or any of its Subsidiaries, will be deemed to be a breach of this Section 6.11 by
such party.

6.12 800MFlz Rebanding. {a) From and after the Effective Time, the Surviving Company will assume and honor all obligations
accepted by Nextel pursuant to the FCC s 800 MHz rebanding proceeding, Improving Public Safety in the 800 Mz Band,
Report and Order, Fourth Memorandum Opinion and Order, and Order, 33 CR 457, WT Docket No. 02-53 (rel. August 6, 2004)
(the Consensus Plan ).

{b) Nextel will keep Sprint apprised of all material developments with respect to matiers relating o the Consensus Plan, and will
provide Sprint with copies of all material correspondence, filings and written communications between Nextel and any third party
or Governmental Enlity relating to the Consensus Plan, including with respect to any proposed modifications to the Consensus
Plan.

ARTICLE VII CONDITIONS PRECEDENT

7.1 Conditions to Each Party s Obligation To Effect the Merger. The respective obligations of the parties to effect the Merger .
shall be subject 1o the satisfaction, or waiver by each of the partics, at or prior to the Effective Time of the following conditions: .
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{a) Stockholder Approvals. The approval of the holders of capital stock of Nextel and Sprint required for the consummation of
the Merger and the transactions contemplated hereby shall have been obtained, and the Amended and Restated Articles of
Incorporation of Sprint in the form atiached as Exhibit B shall have been duly filed wilh the Secreiary of State of the State of
Kansas.

{b) Listing. The shares of Sprint Series 1 Common Stock 10 be issued 1o holders of Nextel Class A Common Stock shall have
been authorized for listing on the NYSE, subject to official notice of issuance.

{c} Regulatory Approvals. (i) The waiting period applicable to the consummation of the Merger under the HSR Act shall have
expired or been earlier terminated, (ii) the authorization required to be obtained from the FCC for the consummation of the
Merger shall have been obtained, and (iii) all approvals, il any, required to be obtained {A) with ar from any state public service
or public utility commissions or similar slate regulatory bodies or (B) under any foreign antitrust, competition or similar Laws. in
each case in connection with the consummation of the Merger and the transactions coniemplated by this Agreement. shall have
been
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obtained, except for those, in the case of this clause (iii). the
failure of which to obtain would net, individually or in the aggregate, reasonably be expecied to (y) materially tmpair the parties
ability to achieve the overall benefits expected, as of the date hereof, to be realized from the transactions contemplated by this
Agreement or (z) provide a reasonable basis to conclude that Sprint or Nextel or their respective directors or officers would be
subject to the risk of criminal liability.

{d) Form S-4. The Forin S-4 shall have become effective under the Securities Act, and no stop order suspending the effectiveness
of the Form 5-4 shall have been issucd and no proceedings for that purpose shall have been initiated or be threatened by the SEC.

{e) No Injunctions or Restraints; Illegality. No Injunction preventing the consummation of the Merger or any of the other
transactions contemplated by this Agreement shall be in effect. No statute, rule, regulation, order, Injunction or decrec shall have
been enacted. entered, promulgated or enforced by any Governimental Entity that prohibits or makes illegal consummation of the
Merger.

7.2 Conditions to Obligations of Nextel. The obligation of Nextel to effect the Nextel Merger is also subject to the satisfaction, or
waiver by Nextel, at or prior to the Effective Time of the following conditions:

(a) Representations and Warranties. (i} Each of the representations and warranties (other than as set forth in Sections 3.2(a) and
(b}, Sections 3.3(a) and (b) and Section 3.18) of Sprint set forth in this Agreement shall be true and correct on the date of this
Agreement, and as of the Closing Date, as if made at and as of such date {except o the extent expressly made as of an earlier
date, in which case as of such date}, except where the failure of such representations and warranties to be so true and correct
(without giving effect to any limitation as to materiality or Material Adverse Effect set forth therein), individually or in the
aggregate, does not have, and would not be reasonably expected 1o have, a Material Adverse Eifect on Sprint, and (it) the
representations and warranties of Sprint set forth in Sections 3'2{a) and (b), Sections 3.3{a) and (b) and Section 3.18 shall be true
and correct in all material respects on-the date of this Agreement, and as of the Closing Daie, as if made at and as of such date
(except to the extent expressly made as of an earlier date, in which case as of such date), and Nextel shall have received a
certificate signed on behalf of Sprint by the Chief Executive Officer or the Chief Financial Officer of Sprint to the foregoing
effects,

(b) Performance of Obligations of Sprint. Sprint shall have performed in all material respects all obligations required to be
performed by it under this Agreement at or prior to the Closing Dale, and Nextel shall have received a certificate signed on behalf
of Sprint by the Chief Executive Officer or the Chief Financial Officer of Sprint to such effect.

{c} Nextel Tax Opinion. Nextel shall have received an opinion of Paul, Weiss, Ritkind, Wharton & Garrison LLP in form and
substance reasonably satisfactlory
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to Nextel, on the basis of certain facts, represemations and assumptions set forth in such’ opinion.'dated as of the Closing Date, to
the effect that (i} the Merger will be treated for federal income tax purposes as a reorganization under Section 368(a) of the
Code, and (ii) each of Sprint, Merger Sub and Nextel will be a party to the reorganization within the meaning of Section 368(a)
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of the Code. In rendering such opinion. such adviscr shall be entitled to rely upon customary representations of officers of Sprint,
Nextel and Merger Sub,

7.3 Conditions to Obligations of Sprint. The obligation of Sprint to effect the Sprint Merger is also subject to the satisfaction, or
waiver by Sprint. at or prior to the Effective Time, of the following conditions:

{a) Representations and Warranties. (i) Each of the representations and warranties (other than as set forth in Sections 4.2{a) and
{b). Sections 4.3(a) and (b) and Section 4.18) of Nextel set forth in this Agreement shall be true and correct on the date of this
Agreement, and as of the Closing Date, as if made at and as of such date (except to the extent expressly made as of an earlier
date. in which case as of such date), excepl where the failure of such representations and warranties 1o be 5o irue and correct
(without giving effect to any limitation as te materiality or Material Adverse Effect set forth therein). individually or in the
aggregate, does not have, and would not be reasonably expecied to have, a Material Adverse Effect on Nextel, and (i) the
representations and warranties of Nextel set forth in Sections 4.2(a) and (b}. Sections 4.3(a) and (b) and Section 4.18 shall be true
and correct in all material respects on the date of this Agreement. and as of the Closing Date, as if made at and as of such date
(except to the extent expressly made as of an earlier date, in which case as of such date), and Sprint shall have received a
certificate signed on behaif of Nextel by the Chief Executive Officer or the Chief Financial Officer of Nextel to the foregoing
effects.

(b) Performance of Obligations of Nextel. Nextel shall have performed in all material respects all obligations required 10 be
performed by it under this Agreement at or prior to the Closing Date, and Sprint shall have received a certificate signed on behalf
of Nextel by the Chief Executive Officer or the Chief Financial Ofilcer of Nextel 1o such effect.

(c) Sprint Tax Opinion. Sprint shall have received an opinion of Cravaih, Swaine & Moore LLP in form and subslance
reasonably satisfactory to Sprint, on the basis of certain facts, representations and assumptions.set forth in such opinion, dated as
of the Closing Date, o the effect that {i} the Merger will be treated for federal income tax purposes as a reorganization under
Section 368(a) of the Code, and (ii) that each of Sprint, Merger Sub and Nextel will be a party to the reorganization within the
meaning of Section 368(a) of the Code. In rendering such opinion, such advisor shall be entitled to rely upon customary
representations of officers of Sprint, Nexiel and Merger Sub.
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ARTICLE YIII TERMINATION AND AMENDMENT

8.1 Termination. This Agreement may be terminaled at any time prior to the Effective Time, whether before or afler approval of
the matters presented in connection with the Merger by the stockholders of Sprint or Nextel, by action taken or authorized by the
Board of Directors of the terminating party or parties:

(a) by mutual consent of Sprint and Nextel in a written instrument, if the Board of Directors of each so determines:

(b) by either the Sprint Board or the Nextel Board if any Governmental Entity of competent jurisdiction shall have issued z final
and nonappealable order permanently enjoining or otherwise prohibiting the consummation of the transactions contemplated by
this Agreement, except that no party may terminate this Agreement pursuant to this Section 8. 1{b) if its breach of its obligations
under this Agreement proximately contributed 1o the occurrence of such order;

{c) by either the Sprint Board or the Nextel Board if the Sprint Stockholder Approval shall not have been obtained at a Sprint
Stockholders Meeting or any adjournment or postponement thereof at which the vote was taken;

(d) by cither the Sprint Board or the Nextel Board if the Nextel Stockholder Approval shall not have been obtained at a Nextel
Stockholders Meeting or any adjoumnment or postponement thereof at which the vole was taken;

(e} by either the Sprint Board or the Nextel Board if'the Merger shall not have been consummated on or before December 31,
2005; provided, however, that if the condition set forth in Section 7.1{c) has not been satisfied:as of the third business day prior to
such date, such date may be extended from time to time by either Sprint or Nextel one or. more times to a date not beyond June
30, 2006 so long as all other conditions are satisfied or shall be capable of being satisfied at the time of each such extension;
provided, Rirther, however, that no party may terminate this Agreement pursuant to this Section 8.1(e) if such party s breach of
its obligations under this Agreement proximately contributed to the failure of the Closing to occur by such date;
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(£} by the Sprint Board i there shall have been a bréach of any of the covenants or agreements or any of the representations or
warranties set forth in this Agreement on the part of Nextel. which breach, either individually or in the aggregate, would resull in.
if occurring or continuing on the Closing Date, the failure of the conditions set forth in Seclion 7.3(a) or (b) and which is not
cured within 45 days following written notice to Nexiel or by its nature or timing cannot be cured within such time period:

(g) by the Nextel Board if there shall have been a breach of any of the covenants or agreements or any of the representations or
warranties set forth in this Agreement on the pant of Sprint, which breach, either individually or in the aggregate. would result in,
if occurring or continuing on the Closing Date, the failure of the conditions set forth in Section 7.2(a) or (b) and which is not
cured wilhin 43 days
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follewing writien notice to Sprint or by its nature or 1iming cannot be cured within such time period;

(h} by the Sprint Board, at anytime prior io obtaining Sprint Stockholder Approval, in order to accept a Superior Proposal offered
to Sprint; provided that in order for the termination of this Agreement pursuant to this subsection

{h) to be effected, Sprint shall have complied with the provisions of Section

6.11(a) (subject to the first sentence of Section 6.11(e)). Scction 6.11(g) and Section 9.3(c) (including the payment of the
Termination Fec);

(i} by the Nextel Board, at anytime prior te obtaining Nextel Stockholder Approval, in order to accept a Superior Proposal offered
to Nextel; provided that in order for the termination of this Agreement pursuant to this subsection

(i) to be effected, Nextel shall have complied with the provisions of Section

6.11(b) {subject to the first sentence of Section 6.11{¢)), Section 6.11{g) and Section 9.3(b) {including the payment of the
Termination Fee);

(3) by the Sprint Board in the event of an Adverse Recommendation Change by Nextel: or
(k) by the Nextel Board in the event of an Adverse Recominendation Change by Sprint.

8.2 Effect of Termination. In the-event of termination of this Agreement by either Sprint or Nextel as provided in Section 8.1, this
Agreement will forthwith become void and have no effcet, and none of Sprint, Nextel, any of their respective Subsidiaries or any
of the officers or directors of any of them will have any liability of any nature whatsoever under this Agreement, or in connection
with the transactions contemplated by this Agreement or the ILEC Separation, except that (i) Sections 6.2(b), 8.2,9.3, 9.4, 9.5,
9.7, 9.8, 9.9 and 9.10 will survive any termination of this Agreement and (ii) notwithsianding anything to the contrary contained
in ihis Agreement, neither Sprint nor Nextel will be relieved or released from any liabilities or damages arising out of its willful
breach of any provision of this Agreement,

8.3 Amendmcnt and Other Matters. Subject to compliance with applicable Law, this Agreement may be amended by Sprint {on
behalf of itself and Merger Sub) and Nextel, by action taken or authorized by their respective Boards of Directors, at any time
before or after approval of the matters presented in connection with the Merger by the.stockholders of Sprint or Nextel; provided,
however, that after any approval of the transactions contemplated by this Agreement by the stockholders of Sprint and Nextel,
there may not be, without further approval of such stockholders, any amendment of this Agreement that changes the amount or
the form of the consideration to be delivered under this Agreement 1o the hoiders of Nextel Capital Stock, other than ag
contemplated by this Agreement. or which by applicable Law otherwise expressly requires the further approval of such
stockholders. This Agreement may not be amended except by an instrument in writing signed on behalf of each of the parties. At
the election of Sprint, any direct or indirect wholly owned entity may be substituted for Merger Sub as a
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constituent in the Merger, In such event, the parties will execute an appropriate amendment to this Agreement to reflect such
substitution.

8.4 Extension; Waiver. At any time prior 10 the Effective Time, Sprint {on behalf of itself and Merger Sub) and Nexlel, by action
taken or authorized by their respective Board of Directors, may, to the extent legally allowed, (a) extend the time for the
performance of any of the obligations or other acls of the other party, (b) waive any inaccuracies in the representations and
warranttes contained in this Agreement, and {c) waive compliance with any of the agrecments or.conditions contained in this . .
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Agreement. Any agreement on the part of a parly to any such extension or waiver will be valid only il set forth in a writlea
instrument signed on behall of such party, but such extension or waiver or failure Lo insist on strict compliance with an
obligation, covenant, agreement or condition will not operate as a waiver of, or estoppel with respeci Lo, any subsequent or other
failure.

ARTICLE IX GENERAL PROVISIONS

4.1 Closing. On the terms and subject to conditions set forth in this Agreement, the closing of the Merger (the Closing } will take
place at 10:00 a.m. on a date and at a place to be specified by the parties. which date will be no later than five business days after
the satisfaction or waiver (subject to applicable Law) of the latest to occur of the conditions set forth in Anticle VII (other than
those conditions that by their nature are to be satisfied or waived at the Closing). unless extended by mutual agreement of Sprim
and Nextel {the Closing Date ).

9.2 Nonsurvival of Representations, Warranties and Agreements. None of the representations, warranties. covenants and
agreements set forth in this Agreement or in any instrument delivered pursuant to this Agreement will survive the Effective Time,
except for Section 6.8 and for those other covenants and agreements contained in this Agreement that by their terms apply or are
to be performed in whole or in part after the Effective Time.

9.3 Fees and Expenses. (a) Except as provided in this Section 9.3. all costs and expenses incurred in connection with this
Agreement and the transactions contemplated by this Agreement will be paid by the party incurring such expense; provided,
however, that the costs and expenses of printing and mailing the Joint Proxy Statement, and all filing and other fees paid 10 the
SEC or under the HSR Act in connection with the Merger, will be bome equally by Sprint and Nextel.

(b) In the event that this Agreement is terminated:
(i) by Nextel pursuant to Section 8.1(i}:

(it) (x) by Nextel or Sprint pursuant to Section 8.1{d} or (¢) and (y) a proposal for an Alternative Transaction with respect to
Nextel has been made to Nextel or its stockholders or such a proposal or an intention to make.such a proposal has been publicly
announced or has otherwise become publicly known after the date of this Agrecment (whether or not conditional and whether
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or not withdrawn) and {z) within 12 months afier such termination, Nextel or any of its Subsidiaries enters into any definitive
agreement providing for any Alternative Transaction or any Alternative Transaction is consummated: or

(iii) by Sprint pursuant to Section 8.1(j) and a proposal for an Altemative Transaction with respect to Nextel has been made 10
Nextel or its stockholders or such a proposal or an intention to make such a proposal has been publicly announced or has
otherwise become publicly known after the date of this Agreement (whether or not conditional and whether or not withdrawn);

then, Nextel will pay Sprint a fee equal to $1.0 billion {the Termination Fee ), by wire transfer of same day funds to an account
designated by Sprint, in the case of termination pursuant to Section 9.3(b)(i), concurrently with such termination, in the case of
termination pursuant io Section 9.3(b)(ii), upon the earlier of the consummation of such Alternative Transaction and the
execution of such agreement, as applicable, and in the case of termination pursuant to Section 9.3(b)(iii), within two business
days after such termination. For purposes of Section 9.3(b)(i3)(z) and 9.3(b)(iii}, references to 20% in the definition of
Alternative Transaction will be deemed 1o be references to 50%.

(c) In the event that this Agreement is terminated:

(1) by Sprint pursuant to Section 8.1¢h);

(ii} (x) by Sprint or Nextel pursuant to Section 8.1{c} or (¢) and (y) a proposal for an Alternative Transaction with respect o
Sprint has been made to Sprint or its stockholders or such a proposal or an intention to make such a proposal has been publicly
announced or has otherwise become publicly known after the date of this Agreement (whether or not conditional and whether or

not withdrawn) and (z} within 12 months after such termination, Sprint or any of its Subsidiaries enters into any definitive
agreement providing for any Allernative Transaction or any Alternative Transaction is consummated; or
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(iii} by Nextel pursuant to Section 8.1(k} and a proposal for an Aliernative Transaction with respect to Sprint has been made to
Sprint or its stockholders or such a proposal or an intention to make such a proposal has been publicly announced or has
othenwvise become publicly known after the daie of this Agreement {whether or not conditional and whether or not withdrawn}:

then, Sprint wiil pay Nextel the Termination Fee, by wire transfer of same day funds to an account designated by Nextel, in the
case of termination pursuant to Section 9.3(c)(i), concurrently with such termination, in the case of termination pursuant to
Section 9.3{c)(ii). upon the earlier of the consummation of such Altemative Transaction and the execution of such agreement, as
applicable, and in the case of termination pursuant to Section

9.3(c)(iii), within two business days after such termination. For purposes of Section 9.3(c)(ii)(z) and 9.3(c)(iii). references to 20%
in the definition of Alternative Transaction will be deemed to be references to 50%.
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(d) Each party acknowledges that the agreements contained in this Section 9.3 are an integral part of the transactions
contemplated by this Agreement and that, without these agreements, the other party would net enter into this Agreement.
Accordingly, if a party fails promptly to pay the amounts due pursuant to this Scction 9.3 and, in order to obtain such pavment,
the other party commences a suit that results in a judgment against the first party for the amounts set forth in this Section 9.3, the
first party will pay to the other party interest on the amounts sel forth in this Section 9.3 at a rate per annum equal to the three-
month LIBOR (as reported in The Wall Street Journal (Northeast edition) or, if not reported therein, in another authoritative
source selected by the party entitled to such amounts) on the date such payment was required to be made (or if no quotation for
three-month LIBOR is available for such date, on the next preceding date for which such a quotation is available) plus 250 basis
points.

9.4 Notices. All notices and other communications in connectiont with this Agreement will be in writing and will be deemed
given (and will be deemed to have been duly given upon receipt) if delivered personally, sent via facsimile (with confirmation),
mailed by registered or certified mail (return receipt requested) or delivered by an express courier (with confirmation) to the
parties at the following addresses (or at such other address for a party as will be specified by like notice):

(a) if to Sprint, to:

Sprint Corporation

6200 Sprint Parkway

Overland Park, KS 66251

Attention: General Counsel

Facsimile: {(913) 523-7700

Copy to: Corporate Secretary

Facsimile: (913) 794-0144

with a copy 10:

Cravath, Swaine & Moore LLP

825 Eighth Avenue '

Worldwide Plaza

New York, NY 10019



Attention: Allen Finkelson

Robert I. Townsend 111

Facsimile: (212} 474-3700

and to;
King & Spalding LLP
191 Peachtree Street

Atlanta, GA 30303

Attencion: Michael J. Egan

Facsimile: (404) 572-5146
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and to:
King & Spalding LLP
1185 Avenue of the Americas

New York, NY 10036

Apgention: E. William Bates, LI

Facsimile: (212) 556-2222
and

{b) if to Nextel, to:

Nextel Communications, Inc.

2001 Edmund Halley Drive

Reston, VA 20191

Attention: General Counsel

Facsimile: (703) 433-4846

with a copy to:

Jones Day

222 East 415t Street
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New York, NY 10017
Attention: Rober:t A. Profusek
Marilyn W. Sonnie

Facsimile: {212} 755-7306

and to:

Paul, Weiss, Rifkind, Wharton & Garrison LLP

[285 Avenue of the Americas

New York, NY 10019
Attention: Toby §, Myerson
Jeffrey D. Marell

Facsimile: (212) 757-3990

9.5 Interpretation. When a reference is made in this Agreement to Articles, Sections, Exhibits or Schedules, such reference will
be 10 an Article or Section of or Exhibit or Schedule to this Agreement unless otherwise indicated. The table of contents
contained in this Agreement are for reference purposes only and will not affeet in any way the meaning or interpretation of this
Apgreement. Whenever the words include, includes or including are used in this Agreement, they will be deemed to be
followed by the words without limitation. Hnless the context otherwise requires (i} or is disjunctive but not necessarily
exclusive, (ii) words in the singular include the plural and vice versa, (iii) the use in this Agreement of a pronoun in reference to a
party hereto includes the masculine, feminine or neuter, as the.context may require, and {iv) terms
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used herein that are defined in GAAP have the meanings ascribed to themn therein, Knowledge of any Person means, with
respect to any specific matter, the actual knowledge of such Person s executive officers and other officers having primary
responsibility for such matter, and business day means any day on which banks are not required or authorized 1o close in the
City of New York. No provision of this Agreement will be interpreted in faver of, or against, any of the parties to this Agreement
by reason of the extent to which any such party or its counsel participated in the drafting thereof or by reason of the extent to
which any such provision is inconsistent with any prior drafl hereof, and no rule of strict construction will be applied against any
party hereto. The Sprint Disclosure Schedule and the Nextel Disclosure Schedule, as well as all other schedules and all exhibits
hereto, will be deemed part of tliis Agreement and included in-any reference to this Agreement. This Agreement will not be
interpreted or construed to require any Person to take any action, or fail to take any action, if 10 do so would violate any
applicable Law. References to the other party or either party will be deemed to refer Lo Sprint and Merger Sub collectively, on
the one hand, and Nexiel, on the othet hand.

9.6 Counterparts. This Agreement may be executed in two or more counterparts, all of which will be considered one and the same
agreement and wilt become effective when counterparts have been signed by cach of the parties and delivered to the other party,
it being understood that each party need not sign the same counterpart.

9.7 Entire. Agreement. This Agreement (including the documents and the instruments referred 1o in this Agreement), together
with the Confidentiaiity Agreement, constitutes the entire agreement and supersedes all prior agreements and understandings,
both written and oral, between the parties with respect to the subject matter of this Agreement, other than the Confidentiality,
Agreement. LEa
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9.8 Governing Law. This Agreement will be governed and conswued in accordance with the intemnal laws of the Siate of
Delaware applicable to contracts made and wholly performed within such state, without regard to any applicable conflict of laws

principles.

9.9 Jurisdiction. Each of the parties hereto hereby agrees that any claim, suit, action or other proceeding, directly or indirectly,
arising out of. under or relating to this Agreement will be heard and determined in the Chancery Court of the State of Delaware
(and cach agrees that no such ctaim, action. suit or other proceeding relating to this Agreement will be brought by it or any of its
affiliates except in such court), and the parties hereto hereby irrevocably and unconditionally submit to the exclusive jurisdiction
of any such court in any such ¢laim, suit, action or other proceeding and imevecably and uncenditionally waive the defense of an
inconvenient forum to the maintenance of any such claim, suit, action or other proceeding. Each of the parties hereto further
agrees thal, 1o the fullest extent permitted by applicable Law., service of any pracess, summons. notice or document by U.S.
registered mail to such Person s respective address set forth in Section 9.4 will be effective service of process for any claim,
action, suil or other proceeding in Delaware with respect to any matters to which
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it has submitted to jurisdiction as set forih above in the immediately preceding sentence. The parties hereto hereby agree that a
final judgment in any such ¢laim, suit, action or other proceeding will be conclusive and may be enforced in other jurisdictions
by suit on the judgment or in any other manner provided by applicable Law.

9.10 Publicity. Neither Sprint nor Nextel will, and neither Sprint nor Nextel will permit any of its Subsidiaries 1o, issue or cause
the publication of any press release or other public announcement with respect to, or otherwise make any public slatement
concerning, the transactions contemplated by this Agreement or the ILEC Separation without the prior consent (which consent
will not be unreasonably withheld) of Nextel, in the case of a proposed announcement or statement by Sprint, or Sprint, in the
case of a proposed announcement or siatement by Nextel; provided, however, that either party may, without the prior consent of
the other party, (i) issue or cause the publication of any press release or other public announcement Lo the extent il determines
that so doing is or may be required by Law or by the rules.and regulations of The Nasdaq Stock Market, Inc. or the NYSE and (ii)
make public statements (but may not publish any press release) that are consistent with the parties prior (but afier the date of this
Agreement) public disclosures regarding the transactions contemplated by this Agreement or the I[LEC Separation.

9.11 Assignment; Third Party Beneficiaries. Neither this Agreement nor any of the rights, interests or obligations under this
Agreement will be assigned by any of the parties (whether by operation of faw or otherwise) without the prior writlen consent of
the other party. Subject 1o the preceding sentence, this Agreement will be binding upon, inure to the benefit of and be enforceable
by each of the parties and their respective successors and assigns. Except as otherwise specifically provided in Section 6.8, this
Agreement (including the documents and instruments referred'to in this Agreement) is not intended to and does not confer upon
any Person other than the partics hereio any rights or remedies under this Agreement.

9.12 Specific Performance. The parties acknowledge and agree that any breach of the terms of this Agreement would give rise to
irreparable harm for which money damages would not be an adequate remedy, and, accordingly, the parties agree that, in addition
to any other remedies, cach wiil be entitled 10 enforce the terms of this Agreement by a decree of specific performance without
the necessity of proving the inadequacy of money damages as a remedy and without the necessity of posting bond.

9.13 Scverability. If any term or other provision of this Agreement is declared invalid, illegal or unenforceable, all other
conditions and provisions of this Agreement will nevertheless remain in full force and effect so long as the economic or legal
substance of the transactions contemplated hereby is not affected in any manner adverse to any party. Upon such determination
that any term or other provision is invalid, itlegal or incapable of being enforced. the parties will negotiate in.good faith to modify
this Agreement so as to effect the original intent of the parties.as closely as possible in an acceptable manner to the end that the
transactions-contemplated hereby are fulfilled to-the maximum exteni possible.

[Remainder of Page Intentionally Left Blank]

<original-page 67 >

IN WITNESS WHEREOQF. Sprint, Merger Sub and Nextel have caused this Agreement 1o be executed by their respective ofl f'cexs'
thereunto-duly authorized as of the date first above written.
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SPRINT CORPORATION

By: /s/ Gary D. Forsee
Name: Gary D. Forsee
Title: Chief Executive
Officer

5-N MERGER CORP.

By: /s/ Gary D. Forsee
Name: Gary D. Forsee
Title: Chief Executive
Qfficer

NEXTEL COMMUNICATIONS, INC.

By: /s/ Timothy M. Donahue
Name: Timochy M. Donahue
Title: Chief Executive
Officer

[Signature Page 1o Agreement and Plan of Merger]
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Exhibit 10
AMENDMENT NO. 1
TO
EMPLOYMENT AGREEMENT

This Amendment No. 1, dated as of December I3, 2004 (the Amendment ) to the Employment Agreement dated as of March 19,
2003 (the Agreement ) by and among SPRINT CORPORATION, a Kansas corporation ( SPRINT ), SPRINT/UNITED
MANAGEMENT COMPANY, a Kansas corporation and subsidiary of SPRINT ( SUMC ) (SPRINT, SUMC and their
subsidiaries are collectively referred to herein as the Company ), and Gary D. Forsee ( Executive ). Capitalized terms, if not
otherwise defined herein, have the meanings set forth in or provided by the Agreement.

WITNESSETH:
WHEREAS, pursuant 1o the Merger Agreement, Nextel Communications, Inc. will merge with and into a wholly-owned
subsidiary of Sprint;

WHEREAS, it is contemplated that Executive will execute this Amendment upon the signing of the Merger Agreement, to be
effective upon and foliowing the Effective Time (as defined in the Merger Agreement);

NOW, THEREFORE, in consideration of the premises and of the covenants and agreements set forth herein and for other good
and valuable consideration, the sufficiency and receipt of which are hereby acknowledged, the Company and Executive agree as
follows, conditioned upon and subject 10 the consummation of the Merger:

1. Section 1.01{a} of the Agrcement is hereby amended in iis entirety to read as follows:

Following the Effective Time (as defined in the Merger Agreement}, Executive shall serve as the Chief Executive'Officér and
President of Sprint. Sprint s operational headquarters shall be at Overland Park, Kansas, and its executive headquarters shall be at

Reston, Virginia. -

2. Article 7 of the Agreement is hereby amended to the extent set forth below:
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Change in Control is hereby amended by adding at the end thereof the following sentence:

Sprint and Executive agree and confirm that the consummation of the Transactions shall not constitute a Change in Control for
purposes of this Agreement.

Constructive Discharge is hereby amended in its entirety to read as follows:

Constructive Discharge means the occurrence of any of the following circumsiances without Executive s prior wntien consent
unless the circumstances are fully corrected before the Termination Date specified in the notice of termination given in respect
thereof: (i) the removal of Executive from his position with the Company or Board other than (x) as a result of Executive s being
offered a position of equal or superior scope and responsibility or (¥) his not holding the office of Chairman of the Board
immediately after the Effective Time: (ii) a reduction within any 24-month period (other than an across-the-board reduction
similarly affecting all Senior Gfficers) of the sum of Executive s Base Salary and Basic Bonus Amount {o an amount that is less
than 90% of such sum during the 24-month period; or (iii) the Company s requiring that Executive be based anywhere other than
either (x) the Kansas City. Missouri greater metropolitan area or (y) the Reston, Virginia /Washington, D.C. greater metropolitan
area, except for required travel on business; provided, however, that neither Executive s performance of services hereunder at
cither of the locations set forth in Section 1.01(a} hereof nor any required relocation to the Reston, Virginia/Washington, D.C.
greater metropolitan area shall be deemed to constitute an event of Constructive Discharge for purposes of this Agreement.

Merger has the meaning set forth in the Merger Agrecment.

Merger Agreement means the Agreement and Plan of Merger entered into as of December 15, 2004 by and among Sprint
Corporation, a Kansas corporation, Nextel Communications, Inc., a Delaware corporation ( Neptune ) and S-N Merger Sub, a
Delaware corporation wholly owned by Sprint.

Transactions means the consummation of the transactions consummated by the Merger Agreement.

*signature page to follow this page*
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IN WITNESS WHEREOF, the Company and Executive have executed this Agreement, to be effective as provided in the recitals
hereto.

SPRINT CORPORATICN
/s/ GARY D. FORSEE By: /87 ROBERT J. DELLINGER

Gary D. Forses Robert J. Dellinger
Executive Vice President
Chief Financial Officer

SPRINT/UNITED MANAGEMENT COMPANY
By: /87 ROBERT J. DELLINGER

Robert J. Dellinger
Executive Vice President

Chief Financial Officer
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Stanley M. Besen
Vice President
Charles River Associates

Steven C. Salop
Professor of Economics and Law
Georgetown University Law Center

Sentor Consultant
Charles River Associates
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Vice President
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I Introduction and Qualifications

1. This Declaration, which has been prepared at the request of Sprint Corporation (Sprint) and
Nextel Communications, Inc. (Nextel), contains our preliminary analysis of the competitive impact of

their proposed merger. Our qualifications for conducting this analysis are as follows:*

2. Stanley M. Besen is a Vice President at Charles I_{iver Associates, Washington, D.C. Dr.
Besen has served as a Brookings Economic Policy Fellow, Office of Telecommunications Policy,
Executive Office of the President; Co-director, Network Inquiry Special Staff, Federal Communications
Commission; Coeditor, RAND Journal of Economics; and a Senior Economist, RAND Corporation. He
currently serves as a member of the editorial board of Economics of Innovation and New Technology.
Dr. Besen has taught at Rice University, where he was the Allyn M. and Gladys R. Cline Professor of
Economics and Finance, Columbia University, where he was the visiting Henley Professor of Law and
Business, and the Georgetown University Law Center, where he was Visiting Professor of Law and
Economics. Dr. Besen has published widely on telecommunications economics and policy, intellectual
property, and the economics of standards, and has consulted to many companies in the

telecommunications and information industries. He holds a Ph.D. in Economics from Yale University.

3. Steven C. Salop is Professor of Economics and Law at the Georgetown Unuversity Law
Center and a Senior Consultant with Charles River Associates. He is the author of numerous articles on
industrial organization economics, antitrust law and policy, and the economic analysis of law. His
scholarly articles examine a variety of economic and legal issues involving mergers, joint ventures and
partial ownership interests, network markets, exclusionary conduct, and coordinated behavior. Professor
Salop has worked on numerous telecommunications matters involving telephony, television program

supply and distribution, and the Internet. He has been a visiting professor at MIT and the University of

* Our resumes are contained in Appendix 1 to the Declaration.
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Pennsylvania and was previously Associate Director for Special Projects, Bureau of Economics, Federal

Trade Commission. He holds a Ph.D. in Economics from Yale University.

4. John R. Woodbury is a Vice President at Charles River Associates, Washington, D.C. Dr.
Woodbury is an expert in the economics of antitrust and regulation and has provided expert teshmony,
litigation support, and economic consulting services to a large number of business clients, including
many in the telecommunications industry. In addition to having been a Brookings Economics Policy
Fellow, he has held the following senim: positions: Associate Director, Bureau of Economics and
Assistant Director, Bureau of Consumer Protection, Federal Trade Commission; Economics Division
Chief, Common Carrier Bureau, Federal Communications Commission; and Research Vice President,
National Cable Television Association. He currently serves on the editorial board of the Antitrust

Source. He holds a Ph.D. in Economics from Washington University (St. Louis).

5. The provision of wireless telecommunications services in the United States is highly
competitive and will remain so after the merger of Sprint and Nextel. Although the two companies have
been aggressive and innovative competitors, they continue to be handicapped by their relative lateness to
the market and their disadvantages relative to their Regional Bell Operating Company competitors. The
merger will offset some of these competitive disadvantages and make the combined company a more
formidable competitor to Verizon Wireless and Cingular Wireless LLC (Cingular). The merger will
reduce network construction and operating costs and will permit Sprint Nextel] to offer innovative
wireless services more rapidly, to more subscribers, and at lower cost than otherwise would be the case.
At the same time, our analysis indicates that rival wireless carriers will continue to have the incentives
and the necessary resources — including spectrum resources — to expand the number of subscribers that

they would serve if the merged entity were to attempt to raise prices. As a result,:the market will retain



Sprint/Nextel Application for Transfer of Control
CRA Analysis

the ability to deter price increases by the merged firm. For this reason, and others, coordinated price

increases would also be deterred.

6. The remainder of this Declaration is organized as follows. We first examine the efficiency
benefits of the merger. We then turn to the analysis of potential competitive harms. We begin by
applying the initial structural screens employed by the Commission in its evaluation of the Cingular-
AT&T Wireless transaction. This analysis utilizes subscriber share data acquired by Sprint and Nextel
from Telephia and spectrum holding data compiled by Sprint and Nextel.? As part of this analysis, we
note that Sprint Nextel will have more pro-competitive pricing incentives than its ILEC-affiliated
wireless competitors, who have the incentive to take into account the impact of their conduct on
intermodal competition and wireline profits. Because of this, the Commission should apply its initial
structural sereens under somewhat more permissive standards than it used in its review of Cingular-
AT&T Wireless. We then evaluate the potential for competitive harms arising from unilateral and
coordinated effects on competition in the provision of mobile telephony services and intermodal

competition.

7. Based on our preliminary analysis, we conclude that the merger between Nextel and Sprint
will likely benefit consumers without reducing the intensity of wireless competition. The merger is
likely to increase competition. The merger is unlikely to increase Sprint Nextel’s unilateral incentives to
raise prices or increase the likelihood of coordinated behavior among the remaining wireless carriers.

The same significant constraints on anticompetitive behavior that currently exist will also deter

? Telephia tracks information regarding the mobile telecommunications industry, including market share
data for mobile service operators in major U.S. markets. This information 1s commercially available,
and Sprint and Nextel enabled us to use these data for the limited purpose of the instant merger
application. Because this information is proprietary to Telephia, however, the actual market data are
redacted in the public version of the application. :
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anticompetitive price increases after the merger. Moreover, the substantial efficiencies that will result

from the merger are pro-competitive and will benefit wireless customers.

L. The Efficiency Benefits of the Merger

8. Inits review of the acquisition of AT&T Wireless by Cingular Wireless, the Commission
considered “whether the combination... {was} likely to generate verifiable, merger-specific public
interest benefits.” In its analysis, the Commission asked “whether the combined entity will be able, and

is likely, to pursue business strategies resulting in demonstrable and verifiable benefits to consumers that

could not be pursued but for the combination.”

9. The Commission went on to emphasize that “the claimed benefit must be transaction- or
merger-specific.” This means that the claimed benefit “must be likely to be accomplished as a result of
the merger but unlikely to be realized by other means that entail fewer anticompetitive effects.”™
Finally, the Commission stated that it “will more likely find marginal cost reductions to be cognizable

than reductions in fixed cost.”

10. The merger of Sprint and Nextel will result in significant efficiencies. These efficiencies
will directly benefit the current retail customers of the two companies as well as customers that the two
companties serve indirectly. The efficiencies also will make the merged firm a sironger competitor, so

that the subscribers of other carriers will benefit as well.

11.  Many of these efficiencies are merger-specific. They could not be achieved, or are less

likely to be achieved, or would not be achieved as quickly, without the merger. In addition, many of

3 Applications of AT&T Wireless Services, Inc. and Cingular Wireless Corporation For Consent to
Transfer Licenses and Applications, Memorandum Opinion and Order, 19 FCC Red 21522, 4201 -
(2004) (hereinafter Cingular-AT&T Wireless Order). ~

* Id. 4 205.
‘i
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these efficiencies will reduce the marginal cost of serving subscribers or producing additional minutes of

wireless service, and others will directly improve the quality of service received by wireless subscribers.

12. In this section, we discuss a number of the major efficiencies that Sprint and Nextel expect
to achieve from the merger and explain why they are merger-specific and why they are likely to result in
direct benefits to wireless subscribers. The efficiencies fall into the following major categories: (A)
Iraproved Technology Development and Deployment; (B) Improved Network Coverage; (C) Cost
Savings from Increasing the Proportion of “On-Network™ Traffic; (D} Reduced Equipment Procurement

Costs; () Reduced Backhaul Costs; and (F) Development of Services Using 2.5 GHz.

A. Improved Technology Development and Deployment

13. Because the merged entity will have a larger customer base than either of the merging
firms, Sprint Nextel will undertake many types of investments, including investments in development
and network deployment, which would be uneconomical for either Sprint or Nextel separately.
Moreover, Sprint Nextel customers and competition will benefit in the near future from investments in
new technologies and services that Sprint and Nextel have already undertaken, because each of the
merging firms will be able to gain from investments that the other has already carried out. Although
some of these benefits might be achievable through arrangements short of a merger — for example,
through joint ventures or licensing arrangements — the ability to achieve them through these alternatives
is likely to be more limited and realized more slowly, and the resulting benefits smaller, largely because
of difficulties in structuring efficient teaming contracts or license arrangements between competing

firms.

14, There are two general ways in which the merger will lead to these:benefits. First, the
merger permits Sprint and Nextel to avoid cost duplication. This clearly applies to new investments, but

each of the merging parties also will benefit from avoiding the costs of duplicative development
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activities. Second, many research and development efforts involve costs that are independent of the
number of subscribers served. As a resuit of the merger, some of the projects that would have been
uneconomical for either Sprint or Nextel to pursue separately due to high development costs would be
economical for the combined firm. In addition, projects that would have been deferred until either
Sprint or Nextel alone had gained a critical mass of customers can be pursued more quickly because

Sprint Nextel will achieve that critical mass at an earlier date.

15. The most important example of these efficiencies is that the merger will permit the
combined company to avoid the costs of independently developing and deploying nationwide next -
generation wireless networks. Nextel has not yet initiated construction of its network, while Sprint is in
the process of deploying its CDMA EV-DO network. The merger will enable Sprint Nextel to enhance
and expa;nd the coverage of the CDMA network to serve customers who seek voice, high-performance
push-to-talk features, and high-speed data performance. Sprint and Nextel estimate that they will save
capital expenditures with a net present value of $4.8 billion after taking into account the necessary

incremental investments in the CDMA network.$

16. Inthe absence of the merger, Sprint and Nextel would have had to continue to pursue
separate development and deployment efforts. For example, Nextel had already planned to upgrade its
network using either a version of the CDMA standard or another packet-switched mobile broadband
technology. Sprint has already begun deploying EV-DO in a number of markets in its CDMA. network.
Both of these efforts would have permitted the carriers to offer new services to their subscribers. The

merger will permit Sprint Nextel to offer more of these innovative services more quickly to more

S See Joint Declaration of Marc Montagner and Steve Nielsen for details on this and other estimates..
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customers and at lower cost than would be the case if the merger did not occur.” In particular, Sprint
Nextel will deploy CDMA EV-DO, including the more advanced EV-DO Rev. A, more rapidly and over

a larger footprint than Sprint would have done on its own.

17. Sprint and Nextel have identified significant savings in technology development and
deployment costs among the synergies that they expect from the merger. For example, many costs that
Nextel would have had to incur to upgrade its network will be avoided as a result of the merger, since
many of t-hese costs have already been incurred by Sprint in connection with its effort to upgrade its own
network. Similarly, Nextel has invested in a push-to-talk feature for COMA by working with
Qualcomm to develop QChat. Although some incremental costs will be incurred to add a high
performance push-to-talk feature to the Sprint Nexte]l CDMA. network and to provide a gateway to
permit customers on the company’s CDMA network to communicate through the push-to-talk feature
with customers on the iDEN network, those development and deployment costs will be substantially

smaller than those that the two companies would have incurred separately.

18. In addition to the efficiencies in network development and deployment, Sprint and Nextel
also have identified efficiencies in their information technology and billing, customer care, and sales and
marketing platforms. These include savings from avoiding duplication in the costs of developing and
maintaining these platforms and savings because one of the merging parties can take advantage of
improvements that have already been made by the other. These savings will reduce the costs of

acquiring, retaining, and serving subscribers and will enable the merged firm to charge lower prices and

7 For example, P.J. Howe, “A Tricky Marriage,” Boston Globe, December 23, 2004, notes that “Nextel
customers ...could get an offer for high-speed wireless service sooner than they otherwise would....”
He then cites Nextel spokesman Russ Wilkerson as indicating “Soon after Sprint closes a merger with
Nextel...the combined company would market to Nextel subscribers devices to offer wireless data
connections for laptop computers over the Sprint network.” E
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provide better service than could either of the merging companies on its own.® Sprint and Nexiel have

estimated that the net present value of the savings from these sources will be approximately $4.4 billion.

19. These benefits are merger-specific. Without the merger, it would take longer, and be more
expensive, for Nextel to deploy a next generation network. Similarly, it would take longer, ar;d bé more
expensive, for either Sprint or Nextel to achieve the same efficiencies that they can obtain by adopting
superior information technology and billing, customer care, and sales and marketing platforms that the
other has already developed. It also would be uneconomical for either Sprint or Nextel, on its own, to
undertake certain new research and development projects, and to make certain new capital investments.
Because Sprint and Nextel will be able to spread costs over a larger customer base than either company
could individually, their incentives to invest in the development and deployment of new technologies
and services will increase. As a result, the merged firm will be able to offer services that rely on

superior, lower cost technologies.

20. Significantly, the same level of benefits cannot be achieved by the alternative of teaming
arrangements short of merger, where Sprint and Nextel remain independent competitors. Teaming
could, for example, involve arms-length exchanges of technology or a limited joint venture to achieve

these goals. However, these alternatives would not lead to the same efficiencies.

21. Teaming would require Sprint and Nextel to agree on how to share the costs and benefits of ©
their joint action. It also would require the parties to devise highly complex contracts to ensure that the
scope of work for each party was well defined and to establish their respective financial commitments

and other obligations. Finally, these contracts would have to be designed to facilitate efficient

® For example, an investment that either improves the quality of customer care, or reduces the
incremental cost of providing care to a given customer, will reduce customer retention costs, and thus
permit Sprint Nextel to lower the prices that it charges and give it the incentive to.do s0. An mvestment
that lowers the incremental cost of billing a given customer has a similar effect. X
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information exchange and investment incentives without, at the same time, disclosing the trade secrets
or intellectual property of either party. Otherwise the arrangements would be prone to attenuated

incentives, free riding, and opportunistic behavior.

22. Such contracts are difficult to write, particularly where they involve R&D.? Virtually by
definition, many key contingencies cannot be anticipated in contracts governing cooperative R&D
activities among separate firms. In the end, any contract would be incomplete.10 Moreover, even if all
such contingencies could be anticipated, the resulting contract would have to be extraordinarily
complex. Difficulties in crafting such contracts could lead the parties to delay or even abandon any
attempt to cooperate. The proposed, but unconsummated, Broadband Radio Service (BRS) joint venture
between Sprint and Nextel, discussed in more detail below, provides a good example of these

difficulties.

23. Even where joint ventures or similar arrangements are pursued, there can be serious
disputes between the parties. These disputes, in turn, can result in delays in product development or
delivery and increased costs to customers. Thus, teaming arrangements cannot replicate the benefits of

merger.

® As Scott Masten notes, “{B}ecause contingent performance is costly to stipulate and even more
difficult for courts to administer, contracts typically contain few provisions and, as a result, tend to be
inflexible mechanisms for governing exchange. The greater the complexity of the transaction and the
level of uncertainty associated with it, the greater the likelihood of being bound to an inappropriate
action, and hence the greater the implicit costs of contractual organization.” See Scott E. Masten, “The
Organization of Production: Evidence from the Aerospace Industry”, Chapter 10 in Scott E. Masten, ed.:
Case Studies in Contracting and Organization (New York: Oxford University Press, 1996); reprinted
from Journal of Law & Economics, vol. 27 (October 1984), p. 190. :

' For a more general discussion of the difficulties of creating optimal incentives to undertake
specialized investments in the context of sequential contracts among contracting parties, see Oliver E.
Williamson, Markets and Hierarchies: Analysis and Antitrust Implications (New. York: Free Press,
1976), p. 94. : o
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24. For example, suppose that Sprint and Nextel were to contract to permit Nextel customers to
have access to a CDMA. network more quickly by sharing Sprint’s network and investing jointly to
expand and upgrade that network. Such a venture would require Sprint and Nextel to share investment
costs according to some formula. This formula would be difficult to negotiate because it would require
the parties to agree about their relative benefits. Moreover, a formula that allocated network costs
according to the partics’ relative usage could have the effect of discouraging each from lowening its
price in order to expand its output, since expansion would have the effect of increasing its share of the
network costs. The parties may also disagree about the appropriate treatment of the intellectual property
that is developed through the venture, for example, whether to maintain it as a trade secret, patent it for

internal use, or license it to others.

25. Similar difficulties would arise if the parties were to attempt through contract to permit
customers on their respective networks to communicate with one another through the push-to-talk
feature. Such integration would provide greater competitive benefits to Sprint, which might make
Nextel reluctant to share its technology without significant compensation. If that payment were to
involve a per subscriber charge, prices could increase. 1f it were a lump sum charge, Nextel would have
the incentive to overstate the value of its technologies and Sprint would have the incentive to understate
Nextel’s contributions. If the integration required further investments by Nextel and Sprint, each would
prefer a technical solution that gave it a competitive advantage. There is no reason to think that teaming
between Sprint and Nexte] would be successful or timely in resolving these problems. Conseciuently,

these benefits are merger-specific.

B. Improved Network Coverage

26. The merger will also result in better service quality for Sprint Nextel’s wireless customers

through a combination of improved signal strength, fewer dropped calls, and.greater geographic

10
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coverage. These benefits cannot be achieved as efficiently through either roaming agreements or
sharing cell sites. Sprint Nextel will be able to reduce the number of overlapping cell sites while, at the

same time, improving the quality of its service.'!

27. Significantly, in a recent survey of departing Nextel customers, more than [ ] said
that they dropped their Nextel service because of network performance and coverage problems.'? A
recent survey of departing Sprint customers obtained a similar result.'” Because the merger will produce
improvements in service, Sprint Nextel will be a stronger competitor. Moreover, expanded geographic
coverage will permit Sprint Nextel to avoid some charges that Sprint customers currently incur when

they roam into areas where there is no Sprint branded wireless service

28. By permitting the companies to deploy their sites more efficiently by éljnﬁnating overlap in
their current service areas, the merger will also reduce the cost and improve the quality of service
experienced by the subscribers of the combined company. The combined company plans to deploy
significantly fewer new cell sites than were planned to be added by Sprint and Nextel in the absence of
the merger, in part because a significant number of additional Sprint cell sites can be collocated on
existing Nextel sites. This will result in savings in site development and leasing costs as well as
operating expenses v;'hile improving CDMA network in-building coverage, overcoming weak signal

coverage and coverage gaps, and adding capacity. In addition, Sprint and Nextel plan to consolidate a

1 See Joint Declaration of Oliver Valente and Barry West (hereinafter Valente-West Declaration) § 52
for a discussion of this issue.

"2 This is based on the percentage of surveyed ex-customers who said that network performance or
coverage problems were their primary reason for terminating Nextel service. (The calculation excludes
customers who were terminated by Nextel for non-payment.) The specific reasons given for network
performance and coverage problems were: (a) dropped calls; (b) holes or dead spots in the network; (c)
In-building coverage; (d) system outages, and (e) need to expand coverage.

13 Approximately [ ] of exiting Sprint customers who were interviewed: in the summer of 2004 cited
network issues as one of the main reasons for leaving.

11



Sprint/Nextel Application for Transfer of Control
CRA Analysis

number of currently collocated Spnint sites into existing Nextel base station shelters and towers, thereby

achieving additional cost reductions.

29. Atthe same time, the geographic coverage of the Sprint Nextel CDMA network will be
greater than the area that would otherwise have been covered by Sprint’s own CDMA network. "
Instead of duplicating cell sites in the same geographic areas, the merged firm will deploy its CDMA
network in areas currently served by Nextel that Sprint would not otherwise have served. The greater
coverage and other improvements in service quality likely will reduce subscriber chum, thus reducing
the cost incurred by Sprint Nextel in acquiring and retaining subscribers. This will give the merged

company the incentive and ability to reduce the prices that it charges.

30. These benefits are merger-specific. Both Sprint and Nextel have attempted to expand their
coverage through a combination of cell site sharing and roaming agreements, but these individual efforts
are more costly, and produce fewer benefits, than can be achieved through the merger. Cell site sharing
can overcome some of the inefficiencies of serving areas with small numbers of subscribers, but it is
often logistically difficult and, in any event, it does not produce savings in equipment costs. We also
understand that roaming often produces an inconsistent service experience, for example, by preventing

subscribers from using certain features to which they have subscribed."

31. Roaming agreements frequently involve substantial expenditures for roaming fees, in large
measure because of imbalances in roaming usage among carriers. These costs are either passed on

directly to roaming subscribers or included in the costs that carriers must recover from their entire

" The Commission has previously noted the consumer benefits from expanded network coverage. See,
e.g., Cingular-AT&T Wireless Order ¥ 217.

1> We understand that Sprint customers do not experience this degradation when they roam into areas
served by Sprint affiliates and Nextel customers do not experience this degradation when they roam mto
areas served by Nextel Partners. ;
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customer base. After the merger, Sprint Nextel will avoid some of the charges that Sprint currently
neurs when its subscribers roam into areas in which it does not have coverage.l(’ For exampie, in areas
where Sprint currently pays roaming charges and where the combined firm will deploy 1ts own CDMA
network after the merger, these charges will be avoided. Sprint estimates that its per minute cost for a

roaming call is more than 7 times its per-minute cost of a non-roaming call.

C. Cost Savings from Increasing the Proportion of ““On-Network™ Traffic

32.  As the Sprint and Nextel networks are combined, the merger will permit Sprint Nextel to
avoid some of the interconnection charges that they currently pay to ILECs for completing calls that
transit between the separate Sprint and Nextel networks because those calls will now be completed
through direct connection. Although Sprint Nextel will incur some incremental costs for this additional
on-network traffic, the merger still will produce substantial savings as the proportion of traffic that’
remains on the Sprint Nextel network increases. Similarly, as the traffic on the two separate networks is
combined, direct interconnection with other wireless carriers will (because of the greater combined

volume) become economical where it is not today. 17

33. Sprint has estimated that the per-minute cost of a call from one of its subscﬁbers to
someone off its network is approximately 19 percent greater than the per-minute cost of a call between
two Sprint PCS subscribers. This gives some indication of the likely cost savings from this source.
These cost savings will permit Sprint Nextel to lower the prices that it charges to subscribers and will

give it the incentive to do so.

' The Commission credited such savings in its Order approving the Cingular-AT&T Wireless
transaction. Cingular-AT&T Wireless Order 1 233. We understand that Sprint customers do not incur’
these costs when they roam into areas served by Sprint affiliates. -

17 Valente-West Declaration 122
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D. Reduced Equipment Procurement Costs

34. Nextel customers will benefit from lower handset costs as they migrate to the Sprint Nextel
CDMA network. Wireless carriers charge less for handsets than their own procurement costs, and this
subsidy represents a significant subscriber acquisition cost. The merger is expected to reduce handset
procurement costs. As a result, Sprint Nextel will be able to reduce the prices that it charges to

subscribers, either by reducing the price of monthly service, handsets, or both.

35. Motorola currently is Nextel’s primary handset supplier.'® In contrast, Sprint currently has
four handset suppliers, which leads to more intensive competition than among the suppliers that serve
Nextel."” Although Nextel might have been able to obtain some of these benefits if it had developed its
own CDMA network, these benefits now will be available sooner for the current Nextel customers who

choose the Sprint Nextel CDMA network.

36. In addition, Sprint Nextel will be able to obtain lower equipment costs, for both handsets
and network infrastructure, than Sprint or Nextel could have achieved alone because Sprint Nextel will
be able to offer larger orders over which suppliers can amortize their research and development costs,
and because larger orders result in lower costs through increased supplier experience. As a result,
equipment suppliers will have an incentive to offer lower handset and network infrastructure prices to
the merged entity than they would to Sprint and Nextel absent the merger. Sprint Nextel subscribers

will benefit from these lower costs.

37. These benefits of reduced procurement costs are merger-specific. Although Nextel

customers eventually may have benefited from competition among equipment suppliers after Nextel

' See Valente-West Declaration  42.

' For an analysis of the effect of multiple supply sources on procurement costs see J.J. Anton and D.A.
Yao, “Split Awards, Procurement, and Innovation,” Rand Journal of Economics, Winter *89, pp. 538-
552. s
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transitioned to CDMA or another next generation network, these benefits will be achieved more quickly

as a result of the merger.

38. Finally, the larger equipment orders that will be placed by Sprint Nextel may increase
competition among suppliers. This can occur because suppliers will have increased incentives to avoid
being “shut out” of any given large long-term procurement. These cost savings from larger equipment

orders also are merger-specific.

E. Reduced Backhaul Costs

39. Sprint Nextel customers will also benefit because a substantial proportion of Nextel’s
backhaul traffic will be carried on Sprint’s wireline network after the merger instead of facilities that
Nextel currently leases from other carriers. Nextel currently leases landline facilities from other carriers
in order to connect its cell sites to its switches and to the facilities of local exchange carriers.”® In
contrast, a substantial portion of Sprint’s traffic is carried on its own facilities, including the
Metropolitan Area Networks that it maintains. The prices that Nextel pays for this backhaul exceed
Sprint’s incremental costs. Therefore, the merged firm expects to achieve significant cost savings by
moving Nextel traffic to the Sprint network. The cc;st savings from using Sprint’s local backhaul
facilities are analogous to gains from eliminating “double marginalization” in a vertical merger.”’
Because these savings will affect the incremental costs incurred to carry current Nextel ;rafﬁc, they can

be expected to reduce the prices charged.

40. These benefits also are merger-specific. Although pricing inefficiencies sometimes can be
eliminated in arms-length contracts, perhaps through the use of complex non-linear pricing systems, it

often is difficult to do so in practice because usage is difficult to predict accurately. In this regard,

2% Valente-West Declaration § 20.

4 That is, Sprint would, in effect, be providing an input to Nextel at marginal cost. | - 4
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Nextel’s current backhaul contracts do not levy a marginal price equal to cost, as evidenced by the cost-

savings that the merger would achieve.

F. Improved Development of Services at 2.5 GHz

41. Sprint Nextel will face serious challenges to provide service over 2.5 GHz, including
dealing with the propagation characteristics of the spectrum, choosing among still-developing
technology options, assembling appropriate blocks of spectrum in the midst of the process of rebanding,
designing a service that meets consumer demands, and confronting competition from other new
services.” Sprint Nextel is more likely to succeed in meeting these challenges than either of the

individual firms alone.

42. The geographic footprint of Sprint Nextel’s 2.5 GHz rights will be larger than that covered
by the rights of either firm alone and will allow 2.5 GHz service by the merged firm to reach more
potential subscribers. By sharing development and deployment costs, Sprint Nextel will have greater
incentives to undertake the development and deployment of innovative, high-speed multimedia wireless

services than would Sprint and Nextel séparately.

43, The greater reach of Sprint Nextel service also is likely to result in efficiencies in acquiring
network and subscriber equipment. Such efficiencies would permit Sprint Nextel to offer 2.5 GHz

services at lower prices than either firm could alone.

44. Finally, nearly nationwide Sprint Nextel service is likely to result in service that consumers
find more valuable than service the individual companies could provide over more limited geographic
areas, even if there were roaming agreements. Increasing the area served by a unified network will

mcrease the value of service to some consumers if roaming would otherwise reduce the functionality of

2 For more details, see the Joint Declaration of Todd Rowley and Robert Finch (hereinafter Rowley--
Finch Declaration). N .
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service. The larger network will also reduce the roaming charges paid by Sprint Nextel. In addition,
because the Sprint Nextel network for 2.5 GHz service will be larger, suppliers of complementary
services — e.g., applications suppliers — are likely to find it more attractive to supply Sprint Nextel than it
would be to supply either of the merging parties. These factors will increase both the range and quality
of the services that the merged entity will be able to offer to its subscribers and to reduce the cost of

offering them.

45. It is unlikely the two compamnies could achieve similar efficiencies without merging. Sprint
and Nextel previously discussed a joint venture to pool the BRS spectrum holdings of the two
companies. However, the venture was never formed.”> Both companies apparently were concerned
about the governance of the venture, including how contract disputes would be resolved and how
incentives for efficient behavior would be maintained as new information became available. In addition,
differences in the wireless networks that the two companies would continue to maintain separately led to
differences in their incentives with respect to the joint venture. Finally, both firms apparently were
concerned about the effect of possible future material changes in the status of its partner on the viability

of the joint venture.

46. These barriers to teaming are the types.of transactions costs discussed earlier and provide a
concrete example of the types of difficulties that cooperation short of merger entails. The merger of
Sprint and Nextel will overcome these difficulties while, at the same time, achieving the benefits that the

parties hoped to receive from the joint venture.

 For more details, see the Rowley-Finch Declaration.
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III. Structural Screens for Competitive Effects Analysis

47. Inthis section, we define the relevant antitrust markets for evaluating this transaction. We
then conduct an initial structural evaluation of the merger, similar to the one that the Commission
performed in its review of the Cingular-AT&T Wireless transaction. We adjust the levels used in the
Commission’s structural screens to take into account a number of key structural differences between the
Sprint-Nextel merger and the Cingular-AT&T Wireless combination, particularly the fact that Sprint and
Nextel are not major ILECs. What these differences mean is that the Sprint-Nextel merger raises fewer
comipetitive risks than did the Cingular-AT&T Wireless merger and, consequently, that the initial
structural screens used by the Commission in Cingular-AT&T Wireless should be relaxed somewhat to
account for these lower risks. In subsequent sections, we follow the approach used by the Commission
in evaluating the Cingular-AT&T Wireless transaction by examining in greater depth those markets that

are identified by the initial screens as requiring further competitive analysis.
A. The Relevant Product Market

48. Inits Cingular-AT&T Wireless Order, the Commission concluded that the relevant wireless
product market includes all mobile wireless services, both interconnected voice and data. In this
Declaration, we follow the Commission and adopt this market definitton. The Commission also
concluded that, although there may be separate antitrust markets for enterprise (i.e., business,
government, institutions) customers and residential (non-enterprise) customers, “enterprise customers
tend to be high-volume users of mobile voice services {and} competition among carriers to attract and
Tetain enterprise customers is likely to be relatively intense.” ** For this reason, the Commission
concluded that the evaluation of a market that combined services to these two sets of customers would

k]

not result in any understatement of possible competitive harm to the market for enterprise services. In

* Cingular-AT&T Wireless Order | 79. - i
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this Declaration, we follow the Commission’s approach of combining enterprise and residential service

into a single market.

B. Competition in the Supply of Wholesale Wireless Services

49. One also might wish to consider whether to treat wholesale services, (i.e., the sale of
wireless mobile services to entities that retail those services to final consumers) and retail services as
separate markets. A number of suppliers purchase wholesale wireless services from Sprint and other
carriers and then resell them to final consumers. Sprint’s wholesale customers include Virgin Mobile
and Qwest. Under these arrangements, network and feature functionality are provided by Sprint and the
wholesale customer generally provides all other services (e.g., branding/marketing, billing, and customer
care). We understand that final customers regard the retail sellers (i.e., wholesale purchasers) as their

suppliers.

50. Some Sprint wholesale customers purchase minutes of use and data packets, often with a
volume discount, and create and price their own retail packages. Others purchase pre-packaged bundles
of voice and data at wholesale prices, which include a monthly recurring charge and a charge for
“overage” (i.e., minutes that exceed the maximum in the package). Some wholesale customers operate
nationally and attempt to serve all types of customers, while others operate in regional, demographic, or
other market niches. For example, Qwest generally operates in its ILEC territory, and Virgin Mobile

seeks young users who use pre-paid service.

51. Itis our understanding that Sprint, Cingular, and Verizon Wirelc;ss together provide service
to about 95 percent of all subscribers who are served through a wholesale intermediary, and that
competition among these carriers is vigorous. We also understand that Nextel isnot asupplier of
wholesale services. Thus, the merger of Sprint and Nextel will not increase-concentration among

existing suppliers of wholesale wireless services. Although, in principle, Nextel could become a
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supplier to wholesale customers at some point in the future, so could T-Mobile. Thus, even if Nextel
were eliminated as a potential entrant, another potential entrant has sufficient capacity to absorb a large

number of end users who are served through wholesale intermediaries.

52. Moreover, our analysis of competition indicates that other carriers generally have sufficient
capacity to absorb not only those Sprint Nextel retail customers who would wish to switch carriers in
response to a post-merger price increase, but also those customers whom Sprint currently serves through
its wholesale customers. In fact, in calculating market shares, we conservatively have assigned to Spnnt

those retail customers whom Sprint indirectly serves through its wholesale customers.

53. In addition, some wholesale customers purchase the underlying service for a lump sum or
fixed unit price under long-term contracts. A post-merger increase in retail prices would lead such
wholesale customers to expand their retail output in response. These wholesale customers, who
independently set their own retail prices, thus act as independent constraints on retail pricing by the

underlying carriers.

54. Finally, the presence of retail competition constrains the prices that can be charged at
wholesale. Because the merger of Sprint and Nextel will not harm retail wireless competition, it also

will not harm wholesale competition.®

%% 1t might be argued that, post-merger, the combined firm would have a heightened incentive to restrict
sales to wholesale customers that compete downstream with the combined firm. However, if the merged
firm lacks the ability to raise downstream prices even if it were to acquire all of the wholesale
customers’ subscribers, and if there is competition in the provision of wholesale services, then the
merged firm would have no incentive to restrict those sales. Thus, for the same reasons that the merger
is unlikely to produce higher wholesale prices as a result of reduced competition. among wholesale
suppliers, this type of vertical foreclosure is also unlikely. L
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C. The Relevant Geographic Market

535. Inthe Cingular-AT&T Wireless Order, the Commission concluded that the relevant
geographic markets were local areas. In particular, the Commuission evaluated subscriber shares within
Component Economic Areas (CEAS), as defined by the Bureau of Economic Analysis of the Department

of Commerce,” and Cellular Market Areas (CMAs), the geographic areas used by the Commission in its

initial cellular licensing proceeding.

56. The Commission used two sources of subscriber data: Numbering Resource
Utilization/Forecast (NRUF) data, which track telephone numbers used by all telecommunications
carriers, including wireless carriers, and are collected “on a rate center area basis™;>’ and billing data that
were submitted by the six nationwide carriers “in response to a staff data request”™® from which the
Commission calculated the number of subscribers per zip code for each carrier. The Commission then
aggregated these subscriber data to CEAs and CMAs. As discussed below, we use Telephia data to

delineate the local markets in our analysis.?

57. The Commission concluded that there was enough local vanation in mobile prices to reject
the national market definition proposed by Cingular and AT&T Wireless.> In this Declaration, we

follow the Commission and assume that the relevant geographic markets are local.”!

%6 See K.P. Johnson, “Redefinition of the BEA Economic Areas,” Survey of Current Business, February
1995, pp. 75-81.

7 Cingular-AT&T Wireless Order § 102. According to the Commission, rate centers are generally
smaller than counties. However, a subscriber can be served by a rate center that is located in a county
other than the one in which he resides.

2 1d.§103. .
# We did not have access t¢ the NRUF and carrier billing data in preparing this Declaration.
3 1d. 4 88. i XE

3! Although we adhere to the Commission’s geographic market definition for purposes of this .
Declaration, we note that the five nationwide carriers advertise both prices and packages on a national
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D. Applying the Commission’s Initial Structural Screens

58. Inthe Cingular-AT&T Wireless matter, the Commission employed several initial
“structural screens” to identify those local geographic areas (1.e., CEAs and CMAs) that warranted
further detailed competitive analysis. There was no presumption that these markets would raise
competitive concerns and, in fact, aimost all of the markets that received more detailed analysis were

ultimately found by the Commission to raise no such concerns.

59. The Commission used three structural screens in its initial analysis. The first screen
identified for further analysis markets in which the post-merger Herfindahl-Hirschman Index (“FHTI)
would be 2800 or higher and the change in the HHI (i.e., the “Delta HHI”") would be equal to or greater
than 100 points. The second screen identified markets in which the change in the HHI would be 250 or
higher, regardless of the post-merger HHI. The third screen identified markets where the merging
parties would hold at least 70 MHz of wireless spectrum after the merger. The markets that were
identified by these screens were subject to further analysis to determnine whether there would be

potential competitive harms if the transaction were approved without restrictions.*

60. Because we did not have access to the NRUF and carrier billing survey data used by the
Commission in connection with the Cingular-AT&T Wireless proceeding, our analysis relies upon

market share data purchased by Sprint and Nextel from Telephia.* We understand that the Telephia

level. This national strategy of these carriers could create competitive linkages across the local markets
and constrain the ability of the carriers to discriminate among local markets.

2 Cingular-AT&T Wireless Order 1112.

** We understand that the Commission intends to employ data from NRUF and carrier billing records in
its review of the Sprint-Nextel merger, and we would be interested in analyzing these data, as well.

22



Sprint/Nextel Application for Transfer of Control
CRA Analysis

data are widely used by wireless carriers in developing their competitive strategies.’® We applied the

Commission’s initial structural screens to all of the local markets for which we have Telephia data.

61. The Telephia data provide estimates of market shares for wireless carriers in 235 local
markets, each of which is a collection of counties. Market share data for 102 markets are based on
consumer surveys regularly conducted by Telephia (Telephia Attitude and Behavior Survey (TABS)).
Using a somewhat different methodology, Telephia estimates market shares for 133 (“snapshot™)
markets on an occasional basis. For these markets, Telephia determines market shares by using
subscriber estimates that are obtained by electronically “‘querying” a panel of numbers and counting as
subscribprs those that return signaling information. Virtually all of the Teiephia data are from 2004.
(Data for six snapshot markets are from 2003.) In conducting our analysis, we conservatively included
the shares of Sprint’s affiliates and wholesale customers and Nextel Partners in the shares of Sprint and

Nextel, respectively, which tends to overstate their market shares.

62. Table 1 lists the 235 Telephia local markets that we used in our analysis, detailing the
subscriber shares of each carrier within those markets.”> Table 2 shows the results of applying the
Commission’s two initial HHI-based structural screens to these markets. It lists those markets for which
the post-merger HHI is 2800 or greater and for which the change in the HHI is 100 or greater. Table 2

also lists the additional markets for which the change in the HHI is 250 or greater.

63. Ofthe 235 Telephia markets, these screens identify 95 markets for further analysis. For

example, San Angelo TX and Hammond LA would require more detailed evaluation because of high

. Although we have no reason to believe that there would be any significant difference between
conclusions based upon the Telephia data and those based upon the NRUF data or carrier billing data,
this view can only be confirmed after we have had the opportunity to analyze the additional databases.

3> All tables appear in Appendix 2 to this Declaration. o
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post-merger HHIs (3380 and 5690, respectively). Gainesville FL is identified because the change in the

HHI is 267.

64. The Commission’s third initia} structural screen identifies markets where the combined
firm would have at least 70 MHz of spectrum, which represents about 35% of the spectrum available to
provide CMRS in each market. The combined spectrum holdings of Sprint and Nextel would not reach
70 MHz in any of the Telephia markets that we examined, and most are well below that amount.® Thus,
applying this screen does not add to the list of markets for which more detailed analysis is needed,

according to the Commission’s methodology.

L. Adjusting the Commission’s Screens

65. Ninety-five Telephia markets would be identified for further competitive analysis if the
structural screens used in the Cingular-AT&T Wireless transaction were applied to the Sprint-Nextel
merger. However, the thresholds used by the Commission in the Cingular-AT&T Wireless transaction
likel).r overstate the number of markets that deserve closer analysis in the Sprint-Nextel transaction. This
is because the HHI levels in the screens used in Cingular-AT&T Wireless fail to account for several
differences between the two mergers, differences that cause the competitive incentives of the merged

firms in the two transactions to diverge.

66. First, Nextel is not an ILEC and the Sprint ILECs account for fewer than 5% of all
switched access lines, all of which are intended to be spun off after the merger. By contrast, SBC and

BellSouth, the owners of Cingular, account for more than 45% of all switched access lines. Second,

36 Sprint and Nextel provided spectrum data to us on a BTA basis. We mapped the BTAs into Telephia
markets using the county definitions of the Telephia markets and BTAs. Most Telephia markets were
contained within one BTA. However, for those Telephia markets whose counties spanned more than
one BTA, we matched the Telephia market with the most populated BTA. It should be understood in
what follows that Telephia is the source of the subscriber market shares and Sprint and Nextel are the
sources of the spectrum holdings data.
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Sprint Nextel will generally have lower spectrum holdings than did Cingular-AT&T Wireless. Finally,
the Commission may find that the Sprint-Nextel merger creates larger and more credible efficiency

benefits than did the Cingular-AT&T Wireless transaction.

67. These three factors predictably lower the competitive risks raised by the Sprint—i\lextel
merger as compared to the Cingular-AT& T Wireless transaction. This suggests that the Commission
should evaluate the Sprint-Nextel merger with more permnissive initial structural screens.”” In our
analysis, we adjust the thresholds used in the screens to account for this lower nsk. We discuss the three

relevant risk factors in turn.

1. ILEC Integration

68. The most important differentiating risk factor is that the Cingular-AT&T Wireless
transaction mvolved the acquisition of an independent wireless carrier by an entity owned by two major
ILECs. This structural characteristic significantly increases the incentive to raise wireless prices and
also raises intermodal competition issues that could lead to both higher wireline and wireless prices. In
light of Sprint’s far smaller presence as a local exchange carrier, and the fact that Sprint Nextel intends
to spin off its limited JL.LEC holdings shortly after the merger is consummated, this factor is not a
significant consideration in the Sprint-Nextel merger. This difference in incentives is the most

important rationale for applying more relaxed structural screens to the Sprint-Nextel merger.

69. Relative to an independent wireless provider, an ILEC-affiliated wireless provider has less

incentive to lower wireless prices in areas in which it is the local exchange carrier. This is because

%7 The fact that this merger reduces the number of national carriers from 5 to 4, and reduces by 1 the
number of carriers in any local market where both Sprint and Nextel currently provide service, should
not lead the Commission to consider reducing the HHI thresholds in the screens. A market with a HHI
of (say)- 2700 and a HHI delta of (say) 75 is not more prone to possible adverse competitive effects in
this matter than in the Cingular-AT&T Wireless matter. Of course, the.Commission’s initial screens in
this merger will identify more markets because the screens take the earlier transaction as given. -
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lower wircless prices encourage some wireline customers to switch to wireless service, which reduces
wireline profits. Thus, an ILEC-affiliated wireless provider would only value the incremental profits
associated with a wireline-to-wireless subscriber switch, whereas an unintegrated wireless provider
would value the fotal profit from adding a new subscriber to its wireless service. This adverse
intermodal pricing incentive effect arises even if substitution between wireless and wireline is limited
mainly to secondary lines and the two products comprise separate relevant antitrust markets.”® The
magnitude of the impact on pricing incentives depends on the gains to the ILEC-affiliated wireless
carrier from obtaining wireless customers from other wireless carriers as compared to the costs of

“cannibalizing” its existing wireline customers.*

70. In addition, an ILEC that is integrated into, and has a substantial share of, wireless service,
also has the incentive to raise wireline prices relative to an unintegrated ILEC. This is because the
integrated ILEC recognizes that higher wireline prices would cause some substitution to its own wireless
carrier. In the case of Cingular-AT&T Wireless, the Commission could reasonably have concluded that
the merger would increase somewhat the incentives of BellSouth and SBC to raise wireline prices

because the now-affiliated AT&T Wireless would capture some of the lost customers. The extent to

38 Wireless services would not likely be such a potent constraint on wireline pricing that the antitrust
market for wireline services would include wireless services under the market definition paradigm of the
Merger Guidelines.

* YL EC-affiliated wireless carriers pay interconnection charges to themselves on in-region calls. This
might appear to suggest they would earn a higher profit margin on 2 new subscription than does an
independent wireless carrier, which would induce them to charge lower wireless prices. However, their
incentives actually are more complex and likely push in the direction of higher prices. First, the ILEC-
affiliated carrier would eamn those same interconnection fees if instead the independent carrier obtained
the customer, which eliminates any increased incentive to attempt to cannibalize the independent’s
subscribers. Second, as discussed in the text, the ILEC-affiliated carrier would want to charge relatively
higher prices than would an independent, because it recognizes the opportunity cost of cannibalizing its
own wireline subscribers. Thus, on balance, in a maturing wireless market, it is unlikely that the ILEC-
affiliated wireless carrier would choose to set a lower price than would an otherwise comparably-
situated independent. .
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which integrated ILECs can act on this wireline pricing incentive depends upon the effectiveness of

regulatory oversight.

71. Finally, an ILEC that is integrated i-nto wireless service has the incentive to degrade
wireless rivals’ access to its wireline net;work and to raise interconnection charges to competing wireless
carriers, relative to an unintegrated ILEC. This exclusionary conduct would increase the integrated
ILEC’s profits. Here, too., the incentive and ability to engage in either type of exclusionary conduct

depend upon the effectiveness of regulatory oversight.

72. This difference between the Cingular-AT&T Wireless transaction and the Sprint-Nextel
merger implies that the Sprint-Nextel combination raises fewer competitive concerns. Although the
Commission approved the Cingular-AT&T Wireless transaction, it viewed the loss of the independent
(unintegrated) AT&T Wireless as cause for competitive concern. For example, the Commission
observed that the record evidence “indicates that Cingular has developed and marketed many of its
wireless products and services to complement—and specifically not to replace—residential wireline
voice services.™ The Commission also noted the clear contrast with AT&T’svincentives: “unhke
Cingular whose strategies are influenced by SBC’s and BellSouth’s concerns about its wireline revenues
and access lines, {the pre-merger} AT&T Wireless is not likely to be concerned with the impact of its
strategies on wireline revenues or access lines, except to the extent that they represent a potential source
of new wireless customers. In fact, the documentary evidence indicates that AT&T Wireless sought to

4]

encourage mass market consumers to cut the {wireline} cord.”" And the Commission recognized that

the Cingular acquisition of AT&T Wireless would “further reduce Cingular’s incentives to make

® Cingular-AT&T Wireless Order v 244.
1 1d. 9 243.
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available wireless substitute offerings {for wireline}...” and may reduce AT&T’s incentive to continue

to market and develop these wireless substitutes.*

73. Of course, the reduced incentive to lower wireless prices by ILEC-affiliated wireless
providers is not the only adverse consumer effect of the ILEC affiliation. In addition, at the margin, the
incentive of the ILEC-affiliated wireless carrier to invest in wireless innovation and to deploy new
services will also be reduced. For ILEC-affiliated wireless carriers, investing in innovations that make
wireless a more attractive substitute for wireline service will tend to further cannibalize their ILEC’s
wireline offerings. As the Commission noted, “SBC and BellSouth influence the development of
Cingular’s products and services; that some of Cingular’s products and services are focused on
retaining/integrating with ... its corporate parents’ wireline customers; and that SBC and BellSouth plan

to use the acquisition of AT&T Wireless, to some degree, to further this goal.”43

74. Because the Sprint-Nextel merger does not involve a significant ILEC affiliation, the
Commission can safely apply more permissive initial structural screens to this transaction. Similarly,
the Commission also should take the lack of ILEC affiliation into account in its more detailed market-

by-market competitive effects analysis.

2. Spectrum Holdings

75.  We understand that there are many geographic markets in which the combined Cingular-
AT&T Wireless has substantial spectrum holdings. Cingular-AT&T Wireless has more than 60 MHz in
41 of the top 106 Telephia markets for which we have spectrum holdings data for major carriers. In

contrast, Sprint Nextel will have more than 60 MHz in only 1 of the 106 markets. In none of the 235

2 1d. 9 245.
® Id. 9244,
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Telephia markets do Sprint Nextel’s spectrum holdings exceed 68 MHz, and most are well below this

amount.

76. This evidence indicates that there would generally be less spectrum capacity available to
competitors if Cingular-AT&T Wireless were to attempt to raise its prices after the merger than if Sprint
Nextel were to attempt to do so. Because lower spectrum holdings create a reduced incentive to raise
prices, the merger of Sprint and Nextel raises fewer competitive concerns.** We take spectrum shares
into account in our more detailed analysis of markets that are identified by the initial screens. However,
this risk factor also suggests that the Commission can safely apply more permissive structural screens at

the initial stage of its analysis.

3. Efficiency Benefits

77. Inany merger, the overall consumer impact depends on the relative magnitudes and
likelihoods of anticompetitive harms and procompetitive benefits. The Commission did not give
significant weight to Cingular-AT&T Wireless’ cost-saving claims in balancing potential public interest
harms.and benefits.*® It follows that if the Commission finds larger or more credible efficiency benefits
in the Sprint-Nextel merger than it found in the Cingular-AT&T Wireless transaction, the Commission
can be somewhat more permissive with respect to its competitive effects analysis. Just as the
Comumission demands more significant efficiencies when the likely competitive harms are more
significant, it can similarly accept somewhat greater competitive risks where the efficiencies are larger

or more credible. If the Commission credits the cost-savings for the merger claimed by Sprint and

* This is true even for markets that pass the Commission’s initial spectrum screen since the amount by
which they pass the screen also is relevant.

Y Cingular-AT&T Wireless Order § 232. L oo
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Nextel, that finding also would suggest that the Commission could safely apply more permissive initial

structural screens.

F. Analysis Using Adjusted Levels for the Structural Screens

78. Because the Cingular-AT&T Wireless transaction generally provided a more risky balance
of public -interest benefits and harms than does the Sprint-Nextel merger, it is approprate for the
Commission to utilize somewhat more relaxed initial structural screens. We present results for several
different degrees of modification, corresponding to various degrees of confidence in the importance of
the three risk factors. In particular, we replace the Commission’s HHI screens (i.e., a 2800 post-merger
HHI plus a 100 HHI increase, or a 250 HHI increase for any post-merger HHI) with three alternative

screens that increase these levels by 10%, 15%, or 20%.

79. Table 3 1llustrates the 10%-adjusted HHI screen as applied to the 95 Telephia markets
1dentified for further analysis by the Commission’s initial HHI screens. If the Commission’s screen
levels are increased by 10% (i.e., a 3080 post-merger HHI plus a 110 HHI increase, or a 275 HHI
increase for any post-merger HHI), the number of Telephia markets identified by the screens is reduced
to 79. For example, the adjusted screen does not identify San Antonio for further analysis, which was

identified using the Commission’s screen because the HHI change was 259.

80. Table 4 lists the Telephia markets that are identified by the Commission’s initial structural
screen. The second column lists those markets that are identified by the 10%-adjusted screen. If the
Commission’s screen levels are increased by 15% (i.e., a 3220 post-merger HHI plus a 115 HHI
increase, or a 287.5 HHI increase for any post-merger HHI), the number of Telephia markets identified
for further analysis declines to 70. The 9 additional markets that are no longer identified are the ones
below the line in the second colummn of the Table. Finaily, if the Commission’s screen levels are - »
increased by 20% (i.e., a 3360 post-merger HHI plus a 120 HHI increase, or a 300 HHI increase for any
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post-merger HHI), the number of Telephia markets identified by the screens falls to 60. The 10
additional markets that are no longer identified for further analysis are the ones below the line in the

third column of the Table.

81. Inits Cingular-AT&T Wireless Order, the Commission did not presume that the markets
that were identified for further analysis by its initial screens were necessarily ones in wﬁch the
Cingular-AT&T Wireless transaction would harm consumers. Instead, the Commission undertook more
detailed competitive analysis of these markets. This is because the Commussion stated that “a
calculation of the HHI in a market is only the beginning of our analysis of the competitive effects of the
merger, because its purpose is to eliminate from further analysis markets in which there is no potential

for competitive harm.”*®

82. We follow the same basic methodology in this Declaration. For purposes of this
Declaration, we conservatively use the 10% adjustment factor, so that our more detailed analysis focuses
on the 79 markets identified by these adjusted initial screens. Our assumption that the subscribers of
Nextel Partners, Sprint’s affiliates, and Sprint’s wholesale customers are included in the Sprint Nextel
share is also conservative, i.e., this assumption has the effect of identifying more markets for further
analysis than might in fact be warranted. However, even if the Comrmission were to choose not to make
any adjustments to its structural screens, the Commission should still account for the Sprint-Nextel
transaction’s lack of ILEC affiliation, Jower spectrum holdings, and efficiency benefits when balancing

the competitive harms and consumer benefits of this transaction.

14,y 184
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Iv. Unilateral Effects Analysis

83. Inits Cingular-AT&T Wireless Order, the Commission foHowed its initial structural
analysis with a more detailed market-by-market evaluation of the potential for anticompetitive unilateral
effects. The Commission focused on a number of factors that would be relevant to the evaluation of
these effects. In this section, we first set out the framework for unilateral effects analysis. We then
" examine the key economic factors. These factors include the closeness of substitution between Sprint
and Nextel, the potential for competitor repositioning and expansion, and the efficiency beneﬁ‘;s of the

IMErgET.
A, Unilateral Effects Framework

84. Inthe Cingular-AT&T Wireless Order, the Commission concluded that wireless service is a
differentiated product. It then followed the basic framework in the Merger Guidelines for analyzing
unilateral effects in differentiated product markets. We also follow that framework. We examine the
likelihood that the merged firm would gain the power and incentive to raise its post-merger price

unilaterally, that is, even if it assumes that other competitors would not follow its price increase.

85. The most serious unilateral effects concemns arise when the merged firm becomes by far the
largest firm in the market. In every Telephia market but one (Brownsville TX), Sprint Nextel’s market
share is under 50% (and { ] in Brownsville).*’ In contrast, Cingular and AT&T Wireless had a
combined subscriber share of more than 50% in 30 of the Telephia markets. These markets, and
Cingular’s shares, are listed in Table 5. For example, absent divestitures, Cingular would have achieved
a subscriber share of [  ]in Tupelo MS,[  ]inHammond LA, and[ ] in Telephia’s Texas 6-

Jack market. Moreover, many of the markets in which Cingular had a dominant market share were

* In this market, T-Mobile is the next-largest competitor, with a market share of [ ]-
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located in the ILEC regions of BellSouth and SBC. In over a third of these 30 markets, the Commission

conditioned its approval of the Cingular-AT&T Wireless merger on spectrum or asset divestitures.

86. At least three key economic factors may deter unilateral price increases — low diversion
ratios between the merging parties, the ability of rivals to reposition and expand output in response to a

price increase, and the efficiencies of the merger. We discuss these three factors in tummn.

B. Diversion Ratios and Closeness of Substitutes

87. The more distant substitutes are the products of the merging firms, the smaller is the post-
merger incentive to raise price, other things equal. In the pre-merger market, a firm’s profit-maximizing
price is set at the level where the additional profits gained from the higher price charged to customers
who remain with the firm are just equal to the profits lost from customers who switch to other firms, or
purchase less. After the merger, the firm recaptures lost profits from the fraction of its lost customers
who switch to the service of the now-acquired rival. This fraction is called the diversion ratio and
affects the degree of profit recapture. As the diversion ratio decreases, the profit recapture rate
decreases, and the incentive to raise price correspondingly declines.*® As discussed below, there is no
evidence that Sprint and Nextel are each other’s next-best substitute. This suggests that the diversion

ratio between them should be relatively small.
1. Customer focus

88. Sprint and Nextel do not share a common customer focus, which reduces the extent to
which Sprint customers regard Nextel as a close substitute for Sprint, and similarly for Nextel’s

customers. Nextel’s focus is much more skewed toward enterprise customers than is Sprint’s. This

* As discussed earlier, if the wirel;‘ess firm is owned by an ILEC, its profit recapture calculation will also
include the diversion to and from its wireline operations, which can further raise its incentives to
increase both wireless and wireline prices. L
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difference in focus also is reflected in part by the features that each promotes. Nextel is noted for its
enterprise-friendly push-to-talk feature. In contrast, Sprint promotes color screen handsets, picture
phones, data use, and the elimination of overages that are designed to appeal to non-enterpnse

customers.

2. Customer switching data

89. We have also reviewed data from Nextel and Sprint on customer switches following the
introduction of wireless local number portability (“WLNP”) and from exit surveys conducted by both
merging parties. Evaluating subscriber switches by Nextel and Sprint subscribers can provide insight
into the extent to which consumers regard Nextel and Sprint as close substitutes relative to other
carriers. Although a single observation of switching behavior in a market may not always accurately
measure long-term substitution behavior, switching patterns over a longer period of time can nonetheless
be helpful in assessing whether two services are each other’s closest substitutes. The data indicate that

Sprint and Nextel are not each other’s closest substitutes.

a) Number Portability Data

90. The WLNP data indicate that the subscriber switches between Sprint and Nextel are lower
than those between each firm and their ILEC-affiliated competitors. Of the subscribers that left Nextel
in 2004, only | ] switched to Sprint. In contrast, [ ] of the lost Nextel subscribers switched to

[ ] and [ 1 switched to [ ] and | ]. (See Table 6.)

91. Similarly, of the subscribers that left Sprint in 2004, only [ ] switched to Nextel. In
contrast, | ] of those Sprint subscribers switched to [ Jand [ ] switched to
[ Jand [ ]J- Thus, according to these data, Sprint and Nextel do not appear to be

particularly close competitors.
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92. This WLNP data can be disaggregated into residential and enterprise subscribers with the

same result. In the residential segment, only [ ] of the lost Nextel subscribers switched to Sprint,
versus [ Jto[ ] and [ Jto{ Jand [ ]J. (See Table 7.)
For Sprint’s residential customers, only [ ] switched to Nextel versus [ Jto[ - ]
and [ Jto[ ] and [ ]

93. Inthe enterprise segment, only [ ] of the lost Nextel subscribers switched to Sprint,
versus { Jto[ Jand [ Jtof Jand [ 1. (See Table 8.)
For Sprint’s exiting enterprise customers, only [ ] switched to Nextel versus [ Jto[

Jand [ Jto[ ]and [ 1.

94. Using the WLNP data to predict diversion ratios is subject to several criticisms, some of
which have been previously noted by the Commission.*” First, the WLNP data involve all switches, not
just those that arise in response to price increases. Second, because many subscribers have long-term
contracts with their carriers, the originating carrier may no longer be the next-best alternative to the
subscriber’s new carrier by the time that the subscriber actually makes the switch. Third, the WLNP
data contain two different measures of switching, the number of subscribers who switch away from a
carrier (“port-out”) and the number who switch to a carrier (“port-in”). There can be substantial
differences between the two measures. Fourth, the WLNP data do not identify subscribers who reduce
their wireless usage or drop their wireless subscriptions altogether. We discuss these criticisms briefly,
in turn, and conclude that they do not undermine the use of these data for competitive analysis. That is,
these criticisms do not imply that Sprint and Nextel should be regarded as especially close competitors,

but rather that the porting data may have some limitations in assessing the.closeness of substitution.

“ Cinguldr-AT&T Wireless Order § 131.
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95. Use of Historical Data on all Switches: Aggregate historical switching data capture
substitution from all causes, not just price changes. For example, suppose that subscnibers care about
quality as well as price. If one carrier reduces its quality, the resulting substitution pattern could be
different from the substitution pattern that would occur if the carrier instead had raised its price.”®

However, because competition involves quality as well as price, substitution in response to quality

differences still could be relevant to unilateral effects analysis.”"

96. Long-Term Contracts: Historical switching data also can be potentially misleading when
there are long-term contracts. The long-term contracts can slow down consumer switches and carrier
rankings can change during the interim. This possibility suggests that porting data provide “noisy”

measures of substitutability among carriers, but not necessarily that they produce biased measures.

97. Multiple Diversion Measures: The diversion ratio could be measured from data on
switches away from (ports-out) or switches to (ports-in) a carrier. These two measures generally will
differ because the total number of switches away from each of the other carriers will affect the
percentage of a carrier’s new subscribers who come from any particular carrier, not just the consumer
preferences among the carriers. For this reason, substitution away from a carrier provides a better

estimate of the diversion ratio than substitution to a carrier.

98. Overstatement of Diversion Ratios: Switching percentages may overstate actual diversion
ratios. When a carrier raises its price, some subscribers will shift to other wireless camriers. Other

dissatisfied customers instead stay with their current carrier but reduce their wireless usage. In addition,

3% Only if all of the carrier’s subscribers value the carriers on the basis of quality per dollar of cost, and
all subscribers measure quality changes in the same way, would the price and quality diversion ratios be
equal.

%1 I the Commission decides that unilateral effects analysis should be focused solely on price, then the
use of quality-based diversions could bias the results, but the direction of any bias would be unclear.
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some dissatisfied customers may decide to give up wireless service entirely instead of switching to a
new wireless carrier. The estimated diversion ratio should take account of these factors. These factors
imply that the total number of subscribers who switch away from a carrier is likely to understate the

carrier’s total volume loss.>”

99. Conclusion. The WLNP data have limitations. Nonetheless, observing over a significant
period of time that Nextel subscribers consistently tend to switch more to Cingular and Verizon Wireless
than they do to Sprint provides evidence that Nextel customers regard Cingular and Verizon Wireless as
better substitutes for Nextel than Sprint, so that Cingular and Verizon Wireless will have higher
diversion ratios. Similar evidence suggests that Sprint customers also regard Cingular and Venzon
Wireless as better substitutes than Nextel. In addition, the comparable results from the Nextel and
Sprint exit surveys discussed next increase the confidence in these data for inferring consumer

substitution patterns and relative diversien ratios.

b) Nextel’s Exit Surveys

100. We also have reviewed data from exit surveys that Nextel conducted among its departing
subscribers at the end of 2004. The exit survey results also indicate that Sprint’s wireless service is not
the next-best choice of most Nextel customers, although they may be subject to some of the same kinds

of cniticisms as the WLNP data.

%2 The impact of the overstatement of diversion ratios on gauging incentives would be smaller for an
ILEC-affiliated wireless carrier. That carrier would take into account the substitution between wireless
and wireline caused by price changes. For example, customers who are deciding whether to drop a
wireline number for wireless, or what type of additional telephony service to obtain, would be more
likely to stick with wireline if the carrier's wireless prices were higher. The ILEC-affiliated carrier would
reckon the (marginal)} impact on its wireline profits into its wireless pricing calculus, whereas the
independent wireless carrier would not. T
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101. Nextel’s survey asked departing customers to identify their replacement wireless provider
if they have switched, or intend to switch, carriers. As reported.in Table 9, only about [ ] of these
departing customers identified Sprint. In contrast, [ ] identified [ ] as their
replacement carrier and [ ] identified [ ]. The pattern was similar when the
sample was split into enterprise and residential customers and into different regions. Only about [ ]
of the enterprise customners and | ] of the residential customers-identified Sprint as the replacement

carrier. [ Jand [ ] were the replacement carriers for the vast

majority of exiting Nextel subscribers.

102. Nextel also tabulated the results for three separate regions of the country-North, South
and West-with the same results. The percentage of exiting Nextel subscribers who identified Sprint as

their replacement carrier was only[  JintheNorth,[  ]inthe South,and|[ ] inthe West.

103. Like the WLNP data, the use of the exit surveys to infer service substitutability is not
problem-free. However, as with the WLNP data, there is no reason to believe that the data are biased.
Therefore, these data can be useful as evidence for inferring the low likelihood of adverse unilateral

effects in this matter.

c) Sprint’s Exit Surveys

104.  Sprint also conducts exit surveys of its departing customers. These surveys identified a
subset of exiting customers who identified price as their main reason for leaving Sprint.>> The Sprint
survey results are consistent with the Nextel surveys and the WLNP data. As reported in Table 10,

fewerthan{ ] of departing Sprint customers who said that they switched on the basis of price moved

53 This data set only includes those subscribers who switched to another major carrier; not customers
who switched to regional carriers or dropped their wireless service entirely. Thus, the calculated
diversion ratios would be overstated.
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to Nextel, versus [ ] who switched to [ Jand[  ]who switched to
( I3

105. These data are not subject to the criticism that the results may reflect choices made in
response to factors other than price changes. In addition, because the results from the Sprint exit
surveys are consistent with the results fom the WLNP data and the Nextel exit surveys, one can place

greater confidence in the use of all of these data to predict low substitution between Sprint and Nextel.

106. A substantial fraction of all exiting Sprint customers also reported that they dropped
wireless service altogether. For the summer of 2003, the apparent diversion to “no wireless service”
(presumably, to wireline service only) was{  ]. In the summer of 2004, the corresponding figure was
[ ]- Theseresults suggest that wireline options apparently continue to play a significant role in the
decisions of consumers in choosing wireless service. These results also suggest that the wireline
cannibalization rate may be substantial and that the switching data overstate diversion ratios among

wireless carriers.

C. Competitor Repositioning and Expansion

107.  If competitors can easily reposition their products and expand their output in response to
a competitor’s unilateral price increase, that price increase will be less profitable. In the case of wireless
mobile service, rivals could increase the number of cell sites and more closely match, for example, the
calling plans of the merging firm. As discussed below, our analysis indicates that the ability of
competitors to reposition and expand would significantly constrain the profitability of unilateral price

increases by Sprint Nextel.

108.  In 1ts review of the Cingular-AT&T Wireless transaction, the'Commission noted that a

key factor in its competitive effects evaluation was the availability of spectrum that rival carriers might
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use to absorb subscribers from the merged firm in the event of a post-merger price increase. In
particular, for a sample of markets, the Commission asked “whether other carriers could absorb in the
near term an increase in subscribers equal to 10 percent of the merged entity’s subscribers in that

market.”>*

109. Specifically, the Comrmssion noted that “where a firm is already present in a market, has
comparable service coverage, and has excess capacity relative to its current subscriber base, it should be
able to adjust rates, plan features, handsets, advertising, etc., in the short run.”” The Commission went
on to state, “As a technical and operational matter, it will generally be feasible for firms to add
customers quickly because excess capacity is often available and because non-trivial increases in the
capacity to service customers can be realized rapidly in established cellular and PCS mobile radio

"5 This suggests that if Sprint Nextel were to attempt a unilateral price increase, rivals could

systems.
respond by expanding their service and repositioning their subscriber plans to be more similar to those
offered by Sprint Nextel, attracting customers away from Sprint Nextel, and thus reducing the price-

increasing incentive of the merged firm.

110.  Of course, the strength of the rivals’ response to a unilateral price increase by Sprint
Nextel depends importantly on whether rivals can expand the number of subscribers that they serve
(e.g., by cell splitting or increasing coverage) without incurring any significant increase in incremental
costs and without incurring any reduction in the quality of service. Determining whether sufficient

spectrum capacity exists to permit the carriers to absorb the additional Sprint Nextel subscribers under

5 Cingular-AT&T Wireless Order 1 136.
55 1d. § 134.

%8 Jd 9 135. The Commission also noted that “there are limits to repositioning. Firms may not be able
to add quickly to their operating footprints, purchase additional spectrum if needed, secure tower s1tmg
permits, improve.overall quality, or deploy a new technology.” Id. 9 137. o
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these conditions is a complicated technical and economic matter, given the factors that affect spectrum
efficiency, including the particular spectrum band that is being used, geographic conditions, and

3

differences in technologies, among others.

111.  There are many more markets in which Cingular-AT&T Wireless has a dominant share
of subscribers than will Sprint Nextel. At the same time, Sprint Nextel’s rivals will generally have more
capactity than do the rivals of Cingular-AT&T Wireless. Sprint Nextel has more than 60 MHz of
spectrum in only one of the 79 local markets that were identified for further analysis by the most
conservative adjusted version (i.e., 10%-adjusted) of the Commission’s structural screens. In contrast,
Cingular-AT&T Wireless has more than 60 MHz in almost half of the markets (among the 79 markets)

for which we have carrier-specific spectrum shares.”’

112.  In this Declaration, we have implemented, on a market-by-market basis, the
Commission’s suggestion to evaluate the number of additional subscribers that rivals could serve with
their existing spectrum capacity.® We do not know precisely how the Commission conducted its own
analysis. In this Declaration, we make the assumption that full capacity in a market is equal to the
maximum number of subscriber share points that can be supported by 1 share point of spectrum among
the major carriers. We use the carrier in each market with the largest subscriber share relative to its
spectrum share to calculate this assumed maximum, We then apply that maximurm to every firm in the
market to determine the maximum subscriber share points that rivals of Sprint Nextel could support.
These assumptions may be refined with subsequent analysis. To estimate the ability of the Sprint Nextel
nivals to absorb additional share points, we then subtract the current share of the rivals from the

(assumed) maximum supportable share points of the rivals.

57 We only have spectrum shares for carriers other than Sprint and Nextel fora subset of the markets.
38 Cingular-AT&T Wireless Order 9§ 136.
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113. This difference thus estimates the ability of the rivals using existing spectrum to absorb
additional subscribers, which we refer to as the rival’s Subscriber Absorption Capacity (SAC). We then
use the SAC measure for each carrier to determine whether rivals collectively have sufficient excess
spectrum capacity to absorb 10% of Sprint Nextel subscribers, if those subscribers wished to switch

carriers in response to a hypothetical post-merger unilateral price increase by the merged firm.

114.  To illustrate our methodology, assume that Sprint Nextel’s three rivals in a hypothetical
market have the subscriber and spectrum shares listed in the example below. The largest ratio of
subscriber share to spectrum share is for Carrier A, for which every share point of spectrum supports
1.67 subscriber share points. If we assume that this ratio represents full capacity utilization for all three
rival carriers, then the other carriers can support maximum subscriber shares of 12.5% each (i.e., 1.67
times 7.5%). Because each of these rivals currently accounts for 5% of subscribers, each has a SAC
equal to 7.5 share points, as shown in the last column of the example. Taken together, the total SAC for

these competitors (i.e., 15%) exceeds 10% of Sprint Nextel’s subscriber share in this illustrative

example.
Subscriber Absorption Capacity (SAC): An Example
Maximum

Subscriber  Spectrum Subscriber

Share Share Ratio Share SAC
Sprint 65% 70% 93 na na
Nextel
Carrier A 25% 15% 1.67 25% 0
Carrier B 5% 7.5% 0.67 12.5% 7.5%
Carrier C 5% 7.5% 0.67 12.5% 7.5%

100% 100% . 15.0%
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115, We recognize that this methodology is subject to 2 number of caveats. First, we used the
carrier in each market with the largest subscriber share relative to its spectrum share to calculate the
assumed maximum capacity utilization. This assumption does not take into account possible differences
in maximum spectrum utilization of various carriers. It also means that markets will differ significantly
with respect to the assumed number of subscribers that can be served with a given amount of spectrum.
Consequently, the results calculated for some markets may turn out to be implausible. Second, at this
time, the spectrum share data for all carriers necessary to carry out this analysis i1s available to us only
for the top 106 markets. For other markets, we only have data for the spectrum holdings of Sprint and
Nextel. To deal with this data limitation, we calculated the maximum (full-capacity) subscriber share
points per spectrum share point in these smaller markets based on the average of the maximums of the
top 106 markets, which is a ratio of 1.77. We may be able to modify this assumption if additional data
on spectrum holdings become available to us. Third, in those markets for which we did not have carrier-
specific spectrum data, we assumed that a total of 200 MHz of spectrum is available in each of those

markets, as described by the Commission in the Cingular-AT&T Wireless Order.”

116. The approach used here to measure excess spectrum capacity is conservative in several
significant dimensions. First, the “full capacity” carrier is assumed to be incapable of absorbing any
additional customers beyond the normal growth at stable prices, so that there is no subscriber capacity
cushion available to that carrier. A subscriber capacity cushion would further deter post-merger price

increases.

117.  Second, in calculating available spectrum capacity, the SAC test excludes unassigned
Auction 58 spectrum. The acquisition and use of additional spectrum by Sprint Nextel’s competitors

would further deter post-merger price increases. If a market fails to pass:the SAC test, it would be

% Id 9 81.
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necessary to examine the results of Auction 58 to determine whether additional spectrum is being made
available to Sprint Nextel’s rivals in that market. In this regard, the Commission has noted that the
ability to deter post-merger price increases may depend in part on the ability of rival carriers “to obtain
access to additional spectrum suitable for the provision of mobile telephony services in the relevant
market in a reasonably short period of time.” % In evaluating the Cingular-AT&T Wireless transaction,
the Commission considered the impact of additional spectrum from both Auction 58 and from spectrum

that could be leased from NexiWave.

118. Third, to the extent that wholesale customers of Sprint, Cingular, and Verizon Wireless
have longer-term, fixed-price contracts for wireless service, these customers can expand their retail sales
in the event of a post-merger price increase. Thus, these wholesale customers can act as a further
constraint on the pricing of Sprint Nextel. However, in this Declaration, we do not take this factor into

account in the SAC analysis.

119.  Finally, even if a market fails fo satisfy the SAC test, a unilateral price increase would not
necessarily be profitable: If it were to impose a price increase, Sprint Nextel would lose subscribers to
other carriers and wholesalers, as well as experience reduced sales to subscribers who cut their usage or
drop wireless service altogether, such that the price increase could be unprofitable. Thus, the SAC test

does not mark the end of the analysis.

120. Table 11 reports the results of our preliminary SAC analysis for the 79 markets that were
identified by the adjusted levels of the structural screens. In all but one of these markets, other carriers
have more than sufficient spectrum capacity to absorb 10% of Sprint Nextel subscribers. Even in the
Brownsville TX market, where Sprint Nextel will have a subscriber share of [ ], the SAC

methodology indicates that its rivals would have sufficient excess capacity:to absorb an additional 87.
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share points, or { ] times the [ ] share points that that they would need to absorb under the

Comrnission’s 10% output reduction assumption.

121. The only market that fails the SAC test for unilateral effects is Minneapolis. In that
market, Sprint Nextel will have a subscriber share of | ] and, as a result, rivals of the merged firmn
must have sufficient excess SAC to absorb [ ] share points in order to defeat a hypothetical unilateral
price increase. However, according to the method used in our calculations, Sprint Nextel’s rivals could
absorb only 0.3 share points, which seems implausibly small in light of Sprint Nextel's modest leading

market share.

122.  The reason for this small SAC is that the maximum ratio of subscriber share to spectrum
share in Minneapolis is only 1.09, one of the lowest ratios in the entire data set. Given the rapid wireless
subscriber growth (i.e., 14% nationally), it seems implausible that there is so little room for expansion in
Minneapolis and that the “full capacity” carrier does not have any subscriber capacity cushion beyond
normal growth. After all, Sprint Nextel will have a subscriber share of less than[ ], which means
that its competitors would need to expand their volumes by only about 4% each (e.g., froma[ ]
sharetoa[  ]share)toclosethe|[ ] share point gap.®' The merged firm would face three other
national competitors, each with more than a [ ] subscriber share, so making up this small gap seems
highly likely.

123.  Even if the current capacity in Minneapolis is found to be so limited that the gap cannot
be absorbed with current spectrum capacity, the spectrum capacity in the market will grow. We
understand that 40 MHz of additional spectrum will become available in Minneapolis as a result of
Auction 58. This increased spectrum will further reduce any competitive concern if Sprint Nextel’s

competitors obtain some of it. Thus, following the Commission in accounting for excess spectrum

 Thatis,[ ] share poiuts is about 4% of [ ] share points.
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capacity as a post-merger competitive constraint, the SAC test using the data available to us for this

Declaration suggests that there are unlikely to be unilateral-effects concerns.%

D. Efficiencies

124.  Unilateral incentives to raise price are reduced if the merger generates significant variable
cost reductions.®® Such reductions would create incentives for the merged firm to reduce its price in
order to sell more output. As we have discussed earlier, the merging parties believe that the Sprint-

Nexiel combination will create substantial synergies between the two firms and that many of these

efficiencies will lead to pressure to reduce wireless prices.

125. In Section IT of this Declaration, we reviewed the substantial efficiency benefits that the
parties have estimated for this merger. These efficiencies have not been estimated on a market-by-
market basis. Nonetheless, they provide a significant pro-competitive factor that should be taken into

account by the Commission.

E. Conclusions on Umlateral Effects

126. This SAC analysis of competitor repositioning and expansion suggests that there are
unlikely to be any markets for which a claim of a significant post-merger unilateral price increase would
raise significant competitive concerns. The analysis of diversion ratios does not indicate that Sprint and
Nextel are each other’s closest competitors. The analysis of efficiencies also suggests that the merger
would have pro-competitive tendencies that would deter unilateral price increases. Thus, based on our

analysis to date, and subject to the qualifications discussed above regarding the data and assumptions

52 We also evaluated the SAC for the 16 markets that were identified by the'Commission screen but not
the 10% adjusted screen. Each of the 16 markets has enough SAC to absorb 10% of the share of Sprint
Nextel

%2 This could also take the form of a reduction in the quahty—adjusted price if the firm offers better
products at the same price.
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used in the SAC analysis, we conclude that there are unlikely to be adverse unilateral effects from this

merger.

V. Coordinated Effects Analysis

127.  Inits Cingular-AT&T Wireless Order, the Commission also examined the potential for a
wireless merger to facilitate anticompetitive coordinated effects, either through explicit or tacit
coordination. In its analysis, the Commission considered a number of factors, including the number of
firms in a market, transparency of information, firm and product homogenetty, differing positions on the

technology path, the presence of mavericks, existing cooperative ventures, and carriers’ excess capacity.

128. The Commission concluded that there was no evidence that the wireless competitors had
resiricted competition through coordinated interaction in specific markets, or that the Cingular-AT&T
Wireless combination would make coordinated interaction more likely as a general matter. Indeed, the
Commission noted as a general matter that it was “persuaded. . .that certain characteristics of the mobile
telephony market environment, including firm heterogeneity and the presence of carriers with excess
spectrum or network capacity, may continue to make it difficult for carriers first to reach terms of

coordination and then effectively to detect and punish deviations in specific markets.”**

129. Moreover, the Commission found it implausible that even a small subset of carriers
would be able to reach an enforceable price agreement. In particular, the Commission noted that even
though the shares of Verizon Wireless and the post-merger Cingular would become more similar, it was
unlikely that even these two wireline-affiliated carriers would be able to coordinate. As the Commission
stated, “since Verizon Wireless has already differentiated its brand from rival offerings based on

network coverage and voice quality, Cingular may be less willing to agree to restrict competition on

 Cingular-AT&T Wireless Order Y 164.
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other terms, such as promotions and advertising, which could offset or narrow this advantage.” In that
paragraph, the Commission alse cited differences in current and future technology positioning,
equipment costs, and migration issues that would further complicate efforts to reach coordinated

agreement even between the two ILEC-affiliated carriers.

130. In this section, we review the factors raised by the Commission in the context of the
Sprint-Nextel transaction. We also examine the role of the efficiency benefits of the transaction and

network effects.

131, Number of Firms: The merger of Sprint and Nextel will reduce the number of national
competitors by one. However, there still will be four national competitors in most large markets and
many smaller markets, as well as regional competitors.®® Moreover, the reduction in the number of
firms and increase in concentration is not by itself a sufficient basis for concluding that coordinated
interaction is likely in a market like this with no history of coordination. As the Commission stressed in
its review of the Cingular-AT&T Wireless transaction, “market share data are the beginning, not the

end, of the competitive analysis.”®’

132.  Pricing Transparency: The Commission observed that carriers regularly monitor their
rivals’ prices and packaging for residential customers, but that they have little information about rivals’
pricing to enterprise customers.*® This suggests that pricing coordination would be a greater concern for

residential customers.

5 1d4.9157.
68 1d. 9 154.
7 1d. 9 96.
S 1d. 9154
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133.  Although carriers monitor each other’s prices, reaching and enforcing an agreement may
be complicated by the complexity of pricing plans. For example, we understand that Nextel has at least
25 plans available to consumers and that, within each plan, there are numerous options involving such
factors as the size and composition of the minutes in the “bucket” and the charges for overages.
Moreover, we understand that numerous firms allow their employees (and their fanii]ies) to purchase
wireless services for their personal and family use through their employers. As a result, any post-merger
incentive to raise residential prices may be blunted by the ability of many individuals to acquire wireless
service through their employers. In this situation, the high degree of competition for enterprise
customers also would constrain the prices charged to individuals when they purchase directly from

wireless carriers,

134.  Firm and Product Homogeneity: Significant asymmetries will remain after the merger of
Sprint and Nextel. Products will remain differentiated. Sprint Nextel will have somewhat different
incentives because of Nextel’s higher share of enterprise customers. In addition, we have already
discussed the significant incentive differences that flow from Verizon Wireless” and Cingular’s ILEC
affiliations. These differences in firm characteristics are obstacles to any post-merger effort to

coordinate pricing.

135.  Technology Development and Competition. Coordinated interaction is less likely to
succeed in wircless telephony because of the dynamic nature of the market. The wireless market has
been, and continues to be, in the process of technological change as carriers deploy 2.5G and 3G
services, and the robustness of consumer demand for these services is uncertain. In addition, the
differences in the positioning of the firms on their technology paths will remain substantial following the

merger and will continue to complicate pricing agreement and enforcement. Finally, investments in
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these markets are quite lumpy. This is the kind of dynamic market environment that is not conducive to

successful tactt coordination.

136. Network Effects: The wireless market also 1s subject to network effects because of the
lower costs to the carrier of on-net calls and the customer benefits of push-to-talk calls.%? The desire to
create network effects increases the benefits of deviating from a coordinated outcome. Although the
Commission suggests that network effects have not had a significant impact so far, they are yet another

factor that would complicate coordination.”

137. Mavericks: The Commission noted in its review of the Cingular-AT&T Wireless
transaction that regional carriers would remain potential mavericks.”' In addition, the Commission
concluded that “no single nationwide carrier is uniquely positioned to be a maverick.”’? Indeed, it
concluded that even Verizon Wireless and Cingular may be mavericks in some markets.” These same
points will remain equally valid after the merger of Sprint and Nextel. Thus, this merger does not

involve the acquisition of 2 unique maverick.

138.  Cooperative Ventures: The Commission raised concerns about cross-ownership
aurrangements.74 These concerns would not appear to apply to the Sprint-Nextel merger. In addition, we

have counted Sprint affiliates and Nextel Partners as part of the merged firm in our analysis.

5 "Network effects arise when the value of a product increases with the number of consumers who
purchase it." Id. § 143.

™ 14 9 145.
" fd 9161
" 1d. 9 162.
P 1d. 9162
™ 1d. 9163
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139.  Efficiencies: The efficiencies created by the Sprint-Nextel merger will make coordinated
interaction less likely. By reducing its costs, the newly merged firm will have a greater incentive to

deviate from a proposed coordinated outcome and expand its output instead.

140.  Spectrum Capacity: Attempts to coordinate are less likely to succeed if rivals have
sufficient capacity to expand without any significant increase in incremental costs or reduction in the
quality of service. The availability of that capacity would increase incentives to defect from the terms of
coordination. It also would permit firms that are not part of the coordinating group to reposition and
expand in response to price increases and output restrictions by the coordinating group. As the
Comumission noted, “a rival carrier may have a strong incentive to deviate from the terms of
coordination if it has excess spectrum and (or) network capacity relative to the traffic generated by its

existing customer base.””

141. We have already discussed the SAC algorithm for measuring the ability of carriers to
absorb additional subscribers and applied it to the unilateral effects analysis. In this section, we employ
the SAC methodology to evaluate the potential for successful coordination between the two leading
firms in a market.”® We estimate whether the remaining smaller firms, who are not part of the assumed
coordinating group, will have sufficient SAC to absorb 10% of the combined shares of the two leading
firms, if they were to attempt a coordinated price increase. The SAC analysis of coordinated effects is

subject to the same caveats and data limitations discussed with respect to unilateral effects.

142.  We have applied the SAC methodology to the subset of the 79 Telephia markets

identified by the adjusted structural screen where Sprint Nextel would be one of the two leading firms.

P rd q187.

7 As noted eatlier with respect to unilateral effects, failure to satisfy the SAC'test'‘does not necessaﬁly
mean that a coordinated price increase would be profitable.
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This identifies a total of 61 markets.”’ The combined subscriber share of the two leading carriers in
these markets ranges from a low of [ ] for Sarasota FL to a high of [ } in Wilson TX.
Although the hypothetical coordinating firms likely would not be able to reach agreement unless both of
their market shares are high, we applied the algorithm to all of these markets, not just those that satishied

some particular market share threshold. The results of our calculations appear in Table 12.2

143. To illustrate the application of the SAC methodology to coordination by the two leading
firms, consider the example of St. Louis. In this market, the combined share of Sprint Nextel and
Cingular-AT&T Wireless (the other leading firm) willbe[  ]. Using the Commuission’s 10% output
reduction standard, the issue is whether the other smaller carriers have sufﬁcient SACtoabsorb| ]
share points in the event of a hypothetical coordinated price increase by these two firms. The SAC
methodology described earlier suggests that the remaining carriers could absorb an additional [ ] share
points, or about 2.8 times the capacity required to absorb the [ ] share point output reduction (i.e.,

[ V[ 1. Therefore, the SAC algorithm suggests that pricing coordination will be unlikely to succeed

in the St. Louis market in the face of repositioning and expansion by rivals.

144. The SAC methodology for coordinated effects indicates that rivals are able to absorb the
requisite share point output reduction in 55 of the 61 markets that we analyzed. In only six markets,

Hammond LA, Kansas City, Minneapolis, Houston, Chicago, and Wilson TX is this not the case.

" Whether or not the Commission chooses to use our adjustments to its structural screens, the
Commission’s competitive analysis should still recognize the differences between this transaction and
the Cingular-AT&T Wireless transaction in its public interest evaluation, including the differences
resulting from the lack of ILEC affiliation, the more credible efficiency benefits, and the differences in
spectrum holdings. :

8 Note that we have spectrum data for the leading carriers only for the top 106 markets. For others, we
have only the spectrum holdings of Sprint and Nextel. In markets that were identified by our 10%
adjusted screen, we assume that the non-Sprint Nextel member of the two leading firm group has a
spectrum share proportional to its subscriber share. This assumption may.lead to mnaccurate results in
SOmMeE cases. C
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However, there are several reasons why there are unlikely to be coordinated effects problems even in

these six markets.

145. Minneapolis: We have already discussed Minneapolis in the unilateral effects section.
We note here that the assumptions used for applying the SAC methodology to the potential for
coordination between Sprint Nextel and Verizon, the other leading firm in Minneapolis, produce the
implausible result that the estimated SAC is negative. Interpreted literally, this would mean that the
rivals in these two markets lack enough spectrum even to support the subscriber shares that they
- currently have. This result occurs because the maximum ratio of subscriber sbare to spectrum share
estimated for Minneapolis is only 1.09, far lower than the ratio found for many large markets.”” If even
a modestly higher ratio (of 1.28) had been applied to Minneapolis, the resulting SAC would have been
sufficient to absorb all the necessary subscribers. Similarly, if even a small subscriber cushion had been

assumed, the same result would be obtained.

146. Moreover, further economic analysis of Minneapolis suggests that there would not be a
coordinated effects issue in this market. First, additional spectrum will be added in Minneapolis as a
result of Auction 58. This additional spectrum can increase the SAC of smaller rivals and increase their
ability to deter post-merger coordinated price increases. For example, if rivals obtain only 11 MHz of
the 40 MHz being auctioned for Minneapolis, that alone will be sufficient to absorb the requisite
subscriber share. Second, the Commission expressed its greatest concern about coordinated effects in
markets with only two competitors.** In Minneapolis, all four national firms will be present after the
Sprint-Nextel merger, all of which will have subscriber shares of at least [ ]. In fact, Sprint Nextel

and Verizon Wireless will have a combined share of only [ ). This means that thesmaller non-:

” Inthis regard, we note that the data set for Minneapolis was incomplete. Some rival carriers have

subscriber shares but had no reported spectrum holdings in the data set that we used.
% Cingular-AT&T Wireless Order 4 191.
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coordinating firms already supply over [ ] of subscribers. This factor would make attempted

coordination between the two leading fimms less likely to succeed.

147.  Kansas City: A similar economic analysis applies to this market. First, additional
spectrum will be added in Kansas City in Auction 58. In fact, if rivals obtain only 11 MHz of the 30
MHz being offered in Kansas City, that alone would be sufficient to absorb 10 percent of the subscribers
of the two leading firms. Second, in Kansas City, Sprint Nextel and Cingular will have 2 combined
share of only | ]. This means that non-coordinating firms currently have a combined share of almost
[ ] of subscribers, which will make coordination between the two leading firms less likely to
succeed. In addition, all four national firms will be present in Kansas City and each will have a

subscriber share of at least [ ] after the merger.

148.  Chicago: No additional spectrum will be added in Chicago in Auction 58. However, in
Chicago, Sprint Nextel and Cingular will have a combined share of only[  ]. This means that non-
coordinating firms already supply more than{ ] of subscribers, which would make attempted
coordination between the two leading firms less likely to succeed. In terms of number of finms, there
will be five firms present in Chicago with subscriber shares of at least [ ] after the merger, the four

national firms plus US Cellular, which has a market share of [ ].

149.  Houston: As in the case of Minneapolis, we estimated a negative value for SAC, which
suggests that the maximum ratio of subscriber share to spectrum share, 1.18, used inn the SAC
calculation, may be too low. If that ratio had been only modestly higher (at 1.36), rivals would have
sufficient SAC to absorb 10% of the subscribers of the two leading firms. Beyond the SAC test, similar
economic analysis applies to this market. First, additional specfrum will be added in Houston in Auction
58. In fact, if nvals obtain 12 MHz of the 20 MHz being offered in Houston, this alone would be

sufficient to absorb all the necessary subscribers. Second, in Houston, Sprint Nextel and Cingular will.
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have a combined share of only [ ]. This means that non-coordinating firms already supply more than
[ ] of the subscriber share, which would make coordination between the two leading firms less likely
to succeed. In Houston, all four national firms will be present after the merger, each with a share of at

least[ 1.

150.  Wilson TX and Hammond LA: The SAC results for both Wilson TX and Hammond LA
are distorted by the data limitations we faced. The assumptions that we made result in a significant
overestimate of Cingular-AT&T Wireless’ combined spectrum share, which were estimated to be in
excess of 80 MHz in both markets. Once those overestimates are corrected, both of these small markets

pass the SAC test by a substantial n'_lar,cg,ir:.81

151. Based on the Commission’s methodology and our SAC analysis to date, there are
unlikely to be coordinated effects problems resulting from this merger. In the 55 of the 61 Telephia
markets where Sprint Nextel would be one of the two leading firms, the SAC test indicated that rival
carriers had sufficient capacity to absorb at least 10 percent of the subscribers of the two leading firms,
if those firms were to attempt to raise their prices after the merger. For the four large markets for which

this is not the case, other economic factors, together with the use of assumptions that are more

81 As discussed earlier, we do not know the spectrum holdings of any carriers other than Sprint Nextel
for the Telephia markets outside the top 106 markets. Therefore, we used information from these larger
markets to estimate the “full capacity” subscriber share/spectrum share ratio. In addition, for the
coordinated effects analysis for these smaller markets, we had to estimate the spectrum holdings of the
other leading firm. To do so, we assigned the spectrum share not held by Sprint Nextel to the other
leading carrier in proportion to its subscriber share in that market. This methodology leads to an
overestimate of the spectrum holdings of Cingular-AT&T Wireless, which are found to exceed 80 MHz
using this assignment methodology. We understand that Cingular-AT&T Wireless will not have more
than 80 MHz in any market after the merger. Cingular-AT&T Order, note 103. Assuming, therefore,
that Cingular has no more than 80 MHz in these two markets, the SAC in Wilson 1s more than 6 times
the amount required to absorb 10% of the combined shares of the two leading carmiers ([ ] share
points). In Hammond, the assumption results in a SAC that is 5 times the amount necessary to absorb
10% of the combined shares of the two leading firms in this market (i.e., [ ] share points). It is possible
that a similar overestimate would apply to some other markets in which Sprint Nextel is not one of the
two leading firms. .
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appropriate to these markets, indicate that there are unlikely to be significant coordinated effects issues.
Finally, in Hammond LA and Wilson TX, the initial SAC test was distorted by incomplete spectrum
holdings data. After correcting for this distortion, however, these two small markets passed the SAC

te:s.t.32

VI Intermodal Competition

152. Inits Cingular-AT&T Wireless Order, the Commission raised concerns about the impact
of that merger on intermodal competition.®* In this Declaration, we have already discussed the fact that
a wireless carrier that is owned by a significant ILEC has the incentive to charge higher wireless and
wireline prices. We also have discussed the fact that the integrated ILEC has the incentive to charge
higher access prices and to degrade the access that it offers to its local exchange network to wireless
competitors. Integrated firms also have potential marketing advantages from their ability to bundle

wireline and wireless services.

153. Inits analysis of the Cingular-AT&T Wireless transaction, the Commission conchuded

that the potential public interest harms from a loss in intermodal competition are currently quite limited

% We also examined those 16 Telephia markets that were identified by the Commission’s screen, but not
by our 10% adjusted screen. Sprint Nextel would be one of the two leading firms in only 5 of these
markets. In only 2 of these 5 markets does our estimate of the SAC indicate that rivals would have
insufficient capacity to absorb 10% of the subscribers of the two leading firms. In Tampa, one of these
two markets, the combined shares of the two leading firms is less than [ ] and there will be 5 firms
with market shares of at least [ ]. In addition, the SAC calculation is negative, highlighting the
limitations of this approach discussed earlier. In San Antonio, the maximum ratio of subscriber share to
spectrum share is just above unity (1.06), which, like Minneapolis, should be viewed as implausibly low.
If that ratio were raised to only 1.15, the rivals of the two leading firms would have sufficient spectrum
capacity to absorb 10% of the combined share of the two leading firms. In addition, we understand that
30 MHz of spectrum in San Antonio will be made available in Auction 58. If non-coordinating carriers
would obtain at least 12 MHz in these auctions, that alone would be sufficient for them to absorb the
requisite number of subscribers of the two leading carriers. In all of these markets, we only considered
coordination between the two leading firms, because coordination among more than two firms would
face even greater obstacles. See Cingular-AT&T Wireless Order § 191. \

¥ Cingular-AT&T Wireless Order 11 237-246.
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and would be outweighed by public interest benefits.** However, it cautioned that it would continue to
monitor the market to ensure that independent wireless competitors and intermodal competition would
not be impeded.®® In this regard, the merger of Sprint and Nextel should facilitate, rather than diminish,
intermodal competition by increasing the ability of these independent wireless competitors to reduce

their costs, improve their product offerings, and compete more effectively.

VII.  Conclusions

154. The merger of Sprint and Nextel is unlikely to raise significant competitive concerns.
The merger will produce a number of efficiencies that will reduce the cost of serving additional
subscribers or producing extra minutes of service, and improve the quality of the service that is offered
by Sprint Nextel. Thus, these efficiencies will directly benefit wireless subscribers and increase wireless
competition. Many of these efficiencies likely would not have occurred absent the merger or would not

have occurred as quickly. Therefore, they are merger-specific.

155.  The initial structural screens used by the Commission for identifying markets for further
analysis in the Cingular-AT&T Wireless transaction would not identify most of the local geographic
markets that appear in the Telephia data that we have analyzed. Even fewer Telephia markets would be
identified if the structural screens were adjusted to reflect significant differences between the two
transactions, especially the fact that Sprint Nextel will not be affiliated with one of the leading local

exchange carriers.

156. In the local markets where more detailed competitive analysis would be required by the
structural screens, there seems hitle likelihood that the merger will give Sprint Nextel an incentive to

raise prices unilaterally. Sprint and Nextel do not appear to be especially close substitutes, nor would

 1d. 99 247-249.
8 1d. 9 250.
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Sprint Nextel be the leading firm in most markets. Rival carriers also appear to have sufficient capacity
to absorb a significant number of additional subscribers in the event of an.attempted unilateral price
increase by Sprint Nextel, even in screen-identified markets in which the Sprint Nextel share 1s large.
The potential for output expansion by rivals will, therefore, deter the merged firm from raising prices.
Taken together with the efficiencies that the merger is expected to p'roduce, these factors make unilateral

price increases uniikely.

157.  Similarly, based on our analysis to date, we conclude that there is little concern that the
merger could increase the likelihood of coordination among the leading firms. Pricing to enterprise
customers does not appear to be transparent. There are now, and will remain, substantial asymmetries
among wireless carriers, including the fact thatl only some carriers are affiliated with JLECs and the fact
that the carriers are situated differently on their technology paths. Moreover, there appears to be
sufficient capacity to discipline attempts to coordinate price increases by the two leading firms in a
market. Given these faétors and the expected efficiencies, coordinated price increases also seem
unlikely. Closer examination of those few markets where the SAC is inadequate suggests that even in
these markets, the merger is not likely to lead to pricing coordination. Moreover, the merger will not
decrease intermodal competition and more likely will increase it by permitting Sprint Nextel to become

more efficient.
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