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SPRINT NEXTEL CORPORATION
SECURITIES AND EXCHANGE COMMISSION
ANNUAL REPORT ON FORM 10-K
Part I
Item 1. Business
Overview
The Corporation

Sprint Nextel Corporation, incorporated in 1938 under the laws of Kansas, is mainly a holding company, with its operations primarily conducted
by its subsidiaries. Unless the context otherwise requires, references to Sprint Nextel, we, us and our mean Sprint Nextel Corporation and its
subsidiaries. On August 12, 2005, a subsidiary of our company merged with Nextel Communications, Inc. and, as a result, we acquired Nextel.

We are a global communications company offering a comprehensive suite of wireless and wireline communications products and services that
are designed to meet the needs of our targeted customer groups: individuals, and business and government customers. Although our operations
are divided into three lines of business, wireless, long distance and local, we have organized our sales and distribution efforts to focus on the
needs of two distinct customer types individuals, and businesses and government agencies, which has enabled us to create customer-focused
communications solutions that can incorporate any of our wireless and wireline services. We are one of the three largest wireless companies in
the United States based on the number of wireless subscribers. We own extensive wireless networks and a global long distance, Tier 1 Internet
backbone. We also provide regulated local exchange telephone services to approximately 7.4 million access lines in our local service territories
in 18 states.

We, together with third-party affiliates, each referred to as a PCS Affiliate, and Nextel Partners, Inc., offer digital wireless service in all 50
states, Puerto Rico and the U.S. Virgin Islands. The PCS Affiliates, through commercial arrangements with us, provide wireless personal
communications services, or PCS, under the Sprint® brand name in certain mid-sized and tertiary United States markets on wireless networks
built and operated at their expense, in most instances using spectrum licensed to, and controlled by, us. Nextel Partners provides digital wireless
communications services under the Nextel® brand name in certain mid-sized and tertiary United States markets on wireless networks built and
operated at its expense. We, together with the PCS Affiliates, Nextel Partners and resellers of our wireless service, served more than 49.6 million
wireless subscribers at the end of 2005. During 2005 and the first quarter 2006, we acquired five PCS Affiliates, and we expect to acquire Nextel
Partners in the second quarter 2006.

We offer a wide array of wireless mobile telephone and wireless data transmission services on networks that utilize code division multiple
access, or CDMA, and integrated Digital Enhanced Network, or iDEN®, technologies. We market wireless services provided on our CDMA
network under the Sprint brand. We are deploying high-speed evolution data optimized, or EV-DO, technology, which increases by up to 10
times average mobile-device data speeds, across our CDMA network. The services supported by this technology, marketed as PowerVisionSM,
give consumer and business subscribers with EV-DO-enabled devices access to numerous sophisticated data messaging, imaging, entertainment
and location-based applications. We first introduced EV-DO commercially in the second quarter 2005, and we will continue to expand our
EV-DO footprint to provide coverage to more people and markets in 2006.

We market wireless services provided on our iDEN network under two brand names: Nextel, for post-paid wireless services, and Boost Mobile,
for prepaid wireless services. Both brands feature our industry-leading walkie-talkie services, which give subscribers the ability to communicate
instantly across the continental United
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States and to and from Hawaii, and, through agreements with other iDEN-based providers, to and from selected markets in Canada, Latin
America and Mexico, as well as a variety of digital wireless mobile telephone and wireless data transmission services.

We are one of the nation s largest providers of long distance services and one of the largest carriers of Internet traffic. We operate an all-digital
long distance and Tier 1, Internet Protocol, or IP, network, over which we provide a broad suite of wireline communications services targeted to
domestic business and residential customers, multinational corporations and other communications companies. These services include domestic
and international voice, data communications using various protocols such as multi-protocol label switching, or MPLS, technologies, IP,
asynchronous transfer mode, or ATM, and frame relay, and managed network services. We also provide switching and back office services to
cable companies, which enable them to provide local and long distance telephone service over their cable facilities.

We also provide regulated local exchange telephone services to approximately 7.4 million access lines in our local service territories in 18 states.
We provide local and long distance voice and data services, including digital subscriber line, or DSL, services, and other
telecommunications-related services to customers in these service areas. We also operate a wholesale product distribution business. As discussed
below, we plan to spin-off these operations to our shareholders in 2006.

Our Series 1 voting common stock trades on the New York Stock Exchange, or NYSE, under the symbol S .
Sprint-Nextel Merger

On August 12, 2005, a subsidiary of ours merged with Nextel and, as a result, we acquired Nextel. The aggregate consideration paid for the
merger was approximately $37.8 billion, which consisted of $969 million in cash and 1.452 billion shares of Sprint Nextel voting and non-voting
common stock, or $0.84629198 in cash and 1.26750218 shares of Sprint Nextel stock in exchange for each then-outstanding share of Nextel
stock.

We merged with Nextel to secure a number of potential strategic and financial benefits, including:

the combination of extensive network and spectrum assets, which enables us to offer consumers, businesses and government agencies a
wide array of broadband wireless and integrated communications services;

the combination of Nextel s strength in business and government wireless services with our position in consumer wireless and data
services, including services supported by our global IP network, which enables us to serve a broader customer base;

the size and scale of the combined company, which is comparable to that of our two largest competitors, is expected to enable more
operating efficiencies than either company could achieve on its own; and

the ability to position us strategically in the fastest growing areas of the communications industry.
We expect to realize significant synergies associated with this merger, which include:

revenue and subscriber synergies primarily arising out of cross-selling opportunities and the accelerated deployment of new features
and services;

reduced capital spending due to the elimination of the need to build a data overlay network as had been planned by Nextel, reduced
construction costs, expected volume discounts and benefits of increased purchasing capacity and reduced and consolidated facilities and
back-office functions;
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reduced network operating costs primarily arising out of co-location of cell sites, process efficiencies and migration of Nextel backhaul
and other telecommunications traffic to our long distance network;

reduced selling, general and administrative expenses primarily arising out of consolidation of customer care, billing and other
information technology, or IT, functions, increased scale and volume discounts and reduced sales and marketing costs and general
administrative expenses; and

marketing, sales and fulfillment savings as a result of headcount savings, the rationalization of distribution channels, greater volume
discounts on devices and other scale benefits.
We began to realize some synergies in 2005, and expect to realize additional synergies over a number of years. However, we believe that our
operating results for at least the next several quarters will be negatively impacted by costs that will be incurred to achieve these synergies. The
ability to achieve these synergies and the timing in which the benefits can be realized will depend in large part on the ability to integrate our
networks, business operations, back-office functions and other support systems and infrastructure.

Contemplated Spin-off of Local Telecommunications Business

At the time that we announced the merger with Nextel, we also announced that we intend to spin-off our local communications business to our
shareholders on a tax-free basis. The business being spun-off, which is the business reported as the local segment in our financial statements,
will be known as Embarq Corporation, and we refer to this business as Embarq, or Local.

We anticipate that the common stock of Embarq will trade on the NYSE under the symbol EQ and that the spin-off will be completed in the
second quarter 2006.

Nextel Partners Purchase Right and Acquisitions of PCS Affiliates

As a result of the merger with Nextel, in October 2005, the shareholders of Nextel Partners exercised their right to require us to purchase, at fair
market value, the 70% of the outstanding shares of Nextel Partners stock that we do not already own. In December 2005, we and Nextel Partners
announced that the purchase price for each share of Nextel Partners stock under this right had been determined to be $28.50. As a result, the
aggregate amount payable to shareholders of Nextel Partners will be about $6.5 billion, including amounts payable upon conversion of debt
securities and settlement of options. The purchase is subject to customary regulatory approvals and is currently expected to be completed by the
end of the second quarter 2006.

In the second half of 2005, we acquired the following three PCS Affiliates for a total of $1.4 billion:

US Unwired, Inc., which, at the time of acquisition, provided wireless service to more than 500,000 direct subscribers in nine Southeast
region states, for $968 million;

Gulf Coast Wireless Limited Partnership, which, at the time of acquisition, provided wireless service to more than 95,000 direct
subscribers in southern Louisiana and Mississippi, for $211 million, net of the 13.4% ownership interest held by us; and

IWO Holdings, Inc., which, at the time of acquisition, provided wireless service to more than 240,000 direct subscribers in five
Northeast region states, for $192 million.
In the first quarter 2006, we also acquired the following two PCS Affiliates for a total of $3.5 billion:

Alamosa Holdings, Inc., which, at the time of acquisition, provided wireless service to more than 1.5 million direct subscribers in 19
states, for $3.4 billion of net cash paid; and
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Enterprise Communications Partnership, which, at the time of acquisition, provided wireless service to more than 50,000

direct subscribers in Alabama and Georgia, for $77 million of net cash paid.
We believe that the acquisitions of Nextel Partners and the PCS Affiliates we have acquired to date will give us control of the distribution of
services under our Sprint and Nextel brands, and provide us with the strategic and financial benefits associated with a larger customer base and
expanded network coverage, which include a number of markets with favorable growth and competitive characteristics. We believe that the
acquisitions also will facilitate the integration relating to the Nextel merger by allowing us to provide consistent service offerings and customer
experiences across a wider geographic area.

Access to Public Filings and Board Committee Charters

Our website address is www.sprint.com. Information contained on our website is not part of this annual report. We provide public access to our
annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to these reports filed with the
Securities and Exchange Commission, or SEC, under the Securities Exchange Act of 1934. These documents may be accessed free of charge on
our website at the following address: www.sprint.com/sprint/ir. These documents are provided promptly after filing with the SEC. These
documents also may be found at the SEC s website at www.sec.gov.

We also provide public access to our Code of Ethics, entitled the Sprint Nextel Code of Conduct, our Corporate Governance Guidelines and the
charters of the following committees of our board of directors: the Audit Committee, the Human Capital and Compensation Committee, and the
Nominating and Corporate Governance Committee. The Code of Conduct, corporate governance guidelines and committee charters may be
viewed free of charge on our website at the following address: www.sprint.com/governance. You may obtain copies of any of these documents
free of charge by writing to: Sprint Nextel Investor Relations, 2001 Edmund Halley Drive, Reston, Virginia 20191. If a provision of the Code of
Conduct required under the NYSE corporate governance standards is materially modified, or if a waiver of the Code of Conduct is granted to a
director or executive officer, we will post a notice of such action on our website at the following address: www.sprint.com/governance. Only the
board of directors or the Audit Committee may consider a waiver of the Code of Conduct for an executive officer or director.

Certifications

The certifications of our Chief Executive Officer and Chief Financial Officer pursuant to Sections 302 and 906 of the Sarbanes-Oxley Act of
2002 are attached as Exhibits 31(a), 31(b), 32(a) and 32(b) to this annual report. We also filed with the NYSE in 2005 the required certificate of
our Chief Executive Officer certifying that he was not aware of any violation by Sprint Nextel of the NYSE corporate governance listing
standards.

Our Business Segments
Wireless

We offer a wide array of wireless mobile telephone and wireless data transmission services on networks that utilize CDMA and iDEN
technologies.

The financial performance of our Wireless segment for 2005, 2004 and 2003 is summarized as follows:

Year Ended December 31,
2005 2004 2003
(in millions)
Net operating revenues $ 22328 $ 14,647 $ 12,690
Operating income'" 2,173 1,552 634

(1) See Partll, Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations — Results of Operations
Segmental Results of Operations  Wireless for more information regarding the financial performance of our Wireless segment.
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Strategy

Our strategy for the Wireless segment is to utilize state-of-the-art technology to provide differentiated wireless services and applications in order
to acquire and retain high-quality wireless subscribers. To enable us to offer innovative applications and services, we are deploying high-speed
EV-DO technology across our CDMA network. The services supported by this technology, marketed as PowerVision, give consumer and
business subscribers with EV-DO-enabled devices access to numerous sophisticated data messaging, imaging, entertainment and location-based
applications. On our iDEN network, we continue to develop features and services that are designed to meet the needs of business and
government customers, with a particular focus on services that build upon our walkie-talkie features. To offer customers all of the benefits of
PowerVision and our walkie-talkie features, we expect to introduce a dual-mode handset designed to operate on both our CDMA and iDEN
network platforms. We also seek to realize operating efficiencies in our business, in part from merger-related synergies, and optimize the
performance of our network while minimizing costs.

Products and Services

We offer a wide array of wireless mobile telephone and data transmission services and features in a variety of pricing plans, including prepaid
service plans. Our wireless mobile voice communications services include basic local and long distance wireless voice services, as well as
voicemail, call waiting, three way calling, caller identification, directory assistance, call forwarding, speakerphone and voice-activated dialing
features. Through a variety of roaming arrangements, we provide roaming services to areas in over 170 countries outside the United States,
including areas of Asia, including China, Guam, Hong Kong, Taiwan and Thailand, New Zealand, Canada, Central and South America,
including Argentina, Bolivia, Chile, Ecuador, Guatemala, Mexico, Paraguay, Peru, Uruguay and Venezuela, and most major Caribbean islands.

The data communications services include:

wireless imaging, including the ability to shoot and send digital still pictures and video clips from a wireless handset;

wireless data communications, including Internet access and messaging and email services;

on our CDMA network, wireless entertainment, including the ability to view live television; listen to Sirius® satellite radio; download
and listen to music from our Sprint Music StoreSM, a music catalogue with thousands of songs from virtually every music genre; and
play games with full-color graphics and polyphonic sounds all from a wireless handset; and

location-based, asset and fleet management, and dispatch services.
We also offer walkie-talkie services, which give subscribers with iDEN-based devices the ability to communicate instantly across the continental
United States and to and from Hawaii. Also, through agreements with third parties, subscribers with iDEN devices can communicate instantly
with our walkie-talkie feature to and from selected areas in Canada, Latin America and Mexico. Our walkie-talkie features offer subscribers
instant communications in a variety of other ways, including push-to-email applications that allow a user to send a streaming voice message to
an email recipient, and off-network walkie-talkie communications available on certain handsets.

Our services are provided using a wide variety of handsets and personal computer wireless data cards manufactured by various suppliers for use
with our voice and data services. We generally sell our handsets at prices below our cost in response to competition, to attract new customers
and as retention inducements for existing customers.

We also sell accessories, such as carrying cases, hands-free devices, batteries, battery chargers and other items to consumers, and we sell
handsets and accessories to agents and other third party distributors for resale.



Edgar Filing: SPRINT NEXTEL CORP - Form 10-K

We also offer wholesale services on our CDMA network to resellers, commonly known as mobile virtual network operators, or MVNOs.
MVNOs purchase wireless services from us at wholesale rates and resell the services to their customers under their own brand names. These
companies bear the costs of acquisition, billing and customer service. We currently provide wholesale services, through multi-year, exclusive
wholesale agreements, to a number to MVNOs, including Qwest Communications International, Inc., Disney and ESPN. We also provide
wholesale services to Virgin Mobile USA, which offers prepaid wireless service targeted to the youth and prepaid markets, and is a joint venture
between us and the Virgin Group. As of December 31, 2005, the number of subscribers served through resellers represented approximately 18%
of the total subscribers served by our CDMA network.

We offer customized design, development, implementation and support services for wireless services provided to large companies and
government agencies. We also recently entered into a joint venture with several cable companies to develop converged next generation products
for consumers designed to combine many of cable s core products and interactive features with wireless technology to deliver a broad range of
services, including video, wireless voice and data services, high speed Internet and cable phone service.

Sales and Marketing

We focus the marketing and sales of wireless services on two targeted groups of customers: individuals, and businesses and government
agencies. We offer a variety of pricing options and plans, including plans designed specifically for business customers, and individuals and
families. We use a variety of sales channels to attract new subscribers of wireless services, including:

direct sales representatives whose efforts are focused on marketing and selling CDMA- and iDEN-based wireless services
primarily to mid-sized to large businesses and government agencies that value our industry and technical expertise and
extensive product and service portfolio, as well as our ability to develop custom communications capabilities that meet the
specific needs of these larger customers;

retail outlets that focus on sales to the consumer market, including Radio Shack, Best Buy, Target, Wal-Mart and Sprint Nextel retail
stores;

indirect sales agents that primarily consist of local and national non-affiliated dealers and independent contractors that market and sell
services to small businesses and the consumer market, and are generally paid through commissions; and

customer-convenient channels, including web sales and telesales.
We market our post-paid services under the Sprint and Nextel brands. We offer these services on a contract basis typically for one or two year
periods, with services billed on a monthly basis according to the applicable pricing plan. We market our prepaid services under the Boost Mobile
brand, as a means to directly target the youth and prepaid wireless service markets.

Although we market our services using traditional print and television advertising, we also provide exposure to our brand names and wireless
services through various sponsorships. We are the title sponsor of the NASCAR NEXTEL Cup Series™, the National Association for Stock Car
Auto Racing, or NASCAR®, premier national championship series. We are NASCAR s official telecommunications sponsor, which entitles us to
a variety of branding, advertising, merchandising and technology-related opportunities, many of which are exclusive with NASCAR, its drivers
and teams, and the racetrack facilities. We also are the official telecommunications service provider of the National Football League, or NFL,

and the provider of exclusive and original NFL-related content as part of our Sprint-branded wireless service. We also have been the exclusive
sponsor of a number of NFL events, including the Super Bowl XL half-time show. The goal of these initiatives, together with our other
marketing initiatives, which include affiliations with most major sports leagues, is to increase brand awareness in our targeted customer base and
expand the use of our customer-convenient distribution channels: web sales, telesales and retail stores.
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Wireless Network Technologies
CDMA Network

We provide our Sprint-branded wireless services over our CDMA network, an all-digital wireless network with spectrum licenses that allow us
to provide service to the entire United States population, Puerto Rico and the U.S. Virgin Islands. The CDMA network uses a single frequency
band and a digital spread-spectrum wireless technology that allows a large number of users to access a single frequency band by assigning a
code to all voice and data bits, sending a scrambled transmission of the encoded bits over the air and reassembling the voice and data into its
original format. We supplement the CDMA network through commercial affiliation arrangements with the PCS Affiliates. Under these
arrangements, the PCS Affiliates offer wireless services under the Sprint brand on CDMA networks built and operated at their own expense. In
most instances, the PCS Affiliates use spectrum licensed to, and controlled by, us. Following the acquisitions of US Unwired, Gulf Coast
Wireless, and IWO Holdings, completed in 2005, and the acquisitions of Alamosa and Enterprise Communications completed in early 2006,
there are five remaining PCS Affiliates with networks that collectively serve markets where about 23.3 million people live or work.

We, together with the PCS Affiliates, operate CDMA networks in over 400 metropolitan markets, including the 125 largest U.S. metropolitan
areas, that reach where a quarter billion people live and work. We provide nationwide service through a combination of:

operating our own digital network in both major and smaller U.S. metropolitan areas, and rural connecting routes using CDMA
technology;

affiliating under commercial arrangements with the remaining PCS Affiliates, each of which operates a CDMA network, mainly in and
around smaller U.S. metropolitan areas;

roaming on other providers analog cellular networks using multi-mode and multi-band handsets; and

roaming on other providers digital networks that use CDMA.
CDMA subscribers can use their phones through roaming agreements in countries other than the United States, including areas of:

Asia, including China, Guam, Hong Kong, Taiwan and Thailand;

New Zealand;

Canada;

Central and South America, including Argentina, Bolivia, Chile, Ecuador, Guatemala, Mexico, Paraguay, Peru, Uruguay and
Venezuela; and

most major Caribbean islands.
We are in the process of deploying the high-speed EV-DO technology across our CDMA network. With peak rates of up to 2.4 megabits per
second for downloads, EV-DO increases average mobile-device data speeds up to 10 times faster when compared to the prior generation
technology. In addition, this technology delivers superior application and service performance on EV-DO-capable handsets and laptops equipped
with EV-DO-enabled Sprint PCS Connection Cards. The services supported by this technology, marketed as PowerVision, give consumer and
business customers access to numerous sophisticated applications using EV-DO-enabled devices, including data messaging, imaging,
entertainment and location-based applications. We first introduced EV-DO
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commercially in the second quarter 2005, and at December 31, 2005 EV-DO was deployed in markets where about half of the U.S. population
lives or works. We will continue to introduce EV-DO in additional markets in 2006.

The cell site equipment used in the CDMA network resides on space on communications towers. Although we own many of these towers, in
May 2005, we closed a transaction whereby we provided Global Signal Inc. with the exclusive rights to lease or operate more than 6,600 of our
communication towers for a negotiated lease term that is the greater of the remaining terms of the underlying ground leases or up to 32 years,
assuming successful re-negotiation of the underlying ground leases at the end of their current lease terms. We have committed to sublease space
from Global Signal on approximately 6,400 of these towers for a minimum of ten years. We have erected additional communications towers to
expand the capacity and coverage of our CDMA network. The acquisition of Nextel has given us access to cell site communications towers
erected for use in connection with the Nextel iDEN network, which in many cases will enable us to co-locate CDMA cell site equipment on
these towers, instead of requiring us to erect new towers or co-locate the equipment on towers owned by third parties, which we expect will
reduce our costs. Similarly, we will also be able to co-locate iDEN cell site equipment on the CDMA communications towers.

iDEN Network

We provide our Nextel post-paid and Boost Mobile prepaid wireless services over our iDEN network. Our iDEN network is an all-digital packet
data network based on iDEN wireless technology provided by Motorola, Inc. We, together with Nextel Partners, are the only national wireless
service provider in the U.S. that utilizes iDEN technology, and, generally, the iDEN handsets that we currently offer are not enabled to roam
onto wireless networks that do not utilize iDEN technology. We, together with Nextel Partners, operate iDEN networks that serve 297 of the top
300 U.S. markets where about 270 million people live or work. Nextel Partners provides digital wireless communications services under the
Nextel brand name in mid-sized and tertiary U.S. markets, and has the right to operate in 98 of the top 300 metropolitan statistical areas in the
United States ranked by population. As discussed above, we will acquire Nextel Partners when the required regulatory approvals are obtained.

We have roaming or interoperability agreements with iDEN-based wireless service providers that operate in Latin America and Canada. We
have entered into interoperability agreements with NII Holdings, Inc., which provides for coordination of customer identification and validation
necessary to facilitate roaming between our domestic markets and NII Holdings Latin American markets. We also have roaming agreements in
effect with TELUS Mobility, Inc. in Canadian market areas where it offers iDEN-based services. With the 1930 iDEN handset, subscribers can
roam in areas of over 100 countries. In addition, any iDEN subscriber can remove the subscriber identity module cards found in each iDEN
handset and place them in certain Motorola handsets that utilize global system for mobile communication, or GSM, technology, the network
technology utilized by many wireless providers throughout Europe and other parts of the world.

Although the iDEN technology offers a number of advantages over other technology platforms, including the ability to offer our walkie-talkie
features, unlike other wireless technologies, it is a proprietary technology that relies solely on our and Motorola s efforts for further research, and
product development and innovation. We rely on Motorola to provide us with technology improvements designed to expand our iDEN-based
wireless voice capacity and improve our services. Motorola provides all of the iDEN infrastructure equipment used in the iDEN network, and
substantially all iDEN handset devices, under agreements that set the prices we must pay to purchase and license this equipment, as well as a
structure to develop new features and make long-term improvements to our network. Motorola also provides integration services in connection
with the deployment of iDEN network elements. We have also agreed to warranty and maintenance programs and specified indemnity
arrangements with Motorola. Motorola is and is expected to continue to be our sole source supplier of iDEN infrastructure and iDEN handsets,
except BlackBerry® devices, which are manufactured by Research In Motion, or RIM. See Item 1A. Risk Factors If Motorola is unable or
unwilling to provide us with equipment and
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handsets in support of our Nextel branded services, as well as anticipated handset and infrastructure improvements for those services, our
operations will be adversely affected.

Competition

We believe that the market for wireless services has been and will continue to be characterized by intense competition on the basis of price, the
types of services offered and quality of service. We compete with a number of wireless carriers, including three other national wireless
companies: Cingular Wireless, Verizon Wireless and T-Mobile. We also compete with regional providers of mobile wireless services, such as
Alltel Corporation. Competition will increase to the extent that new firms enter the market as additional radio spectrum is made available for
commercial wireless services. We also expect competition to increase as a result of other technologies and services that are developed and
introduced in the future, including potentially those using unlicensed spectrum, including wireless fidelity, or WiFi. The continued addition of
MVNOs also contributes to increased competition.

Although pricing is an important factor in potential customers purchase decisions, we believe that our targeted customers are also likely to base
their purchase decisions on quality of service and the availability of differentiated features and services that make it easier for them to get things
done quickly and efficiently. We believe we compete based on our differentiated service offerings and products, including our PowerVision
applications and push-to-talk walkie-talkie feature. Several of our competitors have introduced high-speed data, imaging, entertainment and
location-based services and walkie-talkie-type features that are designed to compete with our differentiated products and services. Other
competitors have announced plans to introduce similar services. If our competitors are able to provide applications and features that are

comparable to ours, any competitive advantage from the differentiation of our services from those of our competitors would be reduced. To the
extent that the competitive environment requires us to decrease prices or increase service and product offerings, our revenue could decline or our
costs could increase. Competition in pricing and service and product offerings also may adversely impact customer retention. See Item 1A. Risk
Factors We face intense competition that may reduce our market share and harm our financial performance.

Long Distance

Through our Long Distance segment, we provide a broad suite of wireline voice and data communications services targeted to domestic business
and residential customers, multinational corporations and other communications companies. As one of the nation s largest providers of long
distance services, we operate all-digital long distance and Tier 1 IP networks.

The financial performance for our Long Distance segment for 2005, 2004 and 2003 is summarized as follows:

Year Ended December 31,
2005 2004 2003
(in millions)
Net operating revenues $ 6,834 $ 7,327 $ 8,005
Operating income (loss)'" 512 (3,589) (1,442)

(1) See Partll, Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations  Results of Operations
Segmental Results of Operations Long Distance for more information regarding the financial performance of the Long Distance
Segment.

Strategy

In order to maintain market share in an increasingly competitive long distance communications environment, our Long Distance segment
focuses on expanding its presence in the data communications markets by utilizing our principal strategic assets: our high-capacity national
fiber-optic network, our Tier 1 IP network, our base of
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business and residential customers, our established national brand and offerings available from our other operating entities.
Products and Services

Through our Long Distance segment, we provide a broad suite of wireline voice and data communications services, including domestic and
international voice and data communications using various protocols such as next generation MPLS technologies, as well as IP, ATM, frame
relay and managed network services. We also provide services to cable companies that resell our long distance service and/or use our back office
systems and network assets in support of their telephone service provided over cable facilities. Although we continue to provide voice services
to consumers, we no longer actively market those services. In 2004, we sold our Dial IP business, a data service that was focused largely on the
consumer market.

Competition

Our Long Distance segment competes with AT&T, Verizon, Level 3, other major local incumbent operating companies, cable operators and
other telecommunications providers in all segments of the long distance communications market. Some competitors are targeting the high-end
data market and are offering deeply discounted rates in exchange for high-volume traffic as they attempt to fill their networks. In addition, we
face increasing competition from other wireless and IP-based service providers. Many carriers are competing in the residential and small
business markets by offering bundled packages of both local and long distance services. Competition in long distance is based on price and
pricing plans, the types of services offered, customer service, and communications quality, reliability and availability. Our ability to compete
successfully will depend on our ability to anticipate and respond to various competitive factors affecting the industry, including new services

that may be introduced, changes in consumer preferences, demographic trends, economic conditions and pricing strategies. See Item 1A. Risk
Factors We face intense competition that may reduce our market share and harm our financial performance.

Local

Our Local segment primarily provides regulated incumbent local phone services in local service territories in 18 states. At December 31, 2005,
we provided these services to approximately 7.4 million access lines, with our largest presence in Florida, North Carolina, Nevada and Ohio.
Through this segment, we provide local voice, long distance and data services, including DSL, to customers located within our local service
territories, access by consumers and other carriers to the local network, sales of telecommunications equipment, and other services within
specified calling areas to residential and business customers. We also provide wireless and video services to customers in our local service
territories through agency relationships. Our wholesale telecommunications product distribution business, known as Sprint North Supply
Company, or North Supply, also is part of the Local segment. We plan to spin-off the Local segment to our shareholders on a tax-free basis in
the second quarter 2006.

The financial performance for our Local segment for 2005, 2004 and 2003 is summarized as follows:

Year Ended December 31,
2005 2004 2003
(in millions)
Net operating revenues $ 6,527 $ 6,421 $ 6,486
Operating income""” 1,758 1,736 1,820

(1) See Partll, Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations - Results of Operations
Segmental Results of Operations Local for more information regarding the financial performance of the Local segment.
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Strategy

The strategy of our Local segment is to sell a bundled package of products and services to meet the needs of our consumer and business and
wholesale customers within our local service territories. To enable us to meet these needs, we offer a wide array of products and services that we
bundle in a variety of packages.

Products and Services

We offer customers a wide array of voice, data and other services. Our voice services include local calling services to consumers and business
customers within our local service territories, generally for a fixed monthly charge, and a variety of enhanced calling features, such as call
forwarding, caller identification, voicemail and call waiting, for which we generally charge an additional monthly fee.

We also offer switched access services to long distance carriers, wireless carriers and competitive local exchange carriers, known as CLECs, to
enable them to connect their networks to customer locations. As required by regulations of the Federal Communications Commission, or FCC,
we offer CLECs the use of unbundled network facilities and the ability to co-locate some of their equipment in our central offices.

We offer high-speed Internet access, primarily using a DSL service delivery platform. We also offer large businesses, long distance carriers,
wireless carriers and CLECs dedicated circuits to connect their sites or networks to our network, their customers locations or other network
facilities.

We offer customers within our local service territories long distance voice, data and wireless services using the networks and facilities of our
Wireless and Long Distance segments. We also offer video services through a sales agency relationship with EchoStar Communications
Corporation. In addition, we sell service communications equipment that resides at a business customer s location for management of voice and
data networks and applications. We also procure, configure and distribute equipment, materials and supplies to many communication service
providers.

Sales and Marketing

We locally manage our service offerings in an effort to serve the needs of each customer, and have sales representatives with local market
knowledge relevant to the service territories in which we operate. We operate approximately 20 retail stores and two wholesale call centers,
located mainly in our local service territories. We also have automated many of our customer service functions, including Internet e-commerce
systems, so that our customers can receive answers to many frequently asked questions regarding their communications services without
speaking to a customer service representative.

Local Network

The network utilized by our Local segment consists of host and remote central office digital switches and digital loop carriers interconnected
with copper, microwave and fiber facilities. Our equipment typically operates on the most current software in generally available release. The
outside plant infrastructure connecting the customer with the core network also consists of a mix of copper and fiber optic cables.

Competition

There is widespread competition among wireline communications services providers. The traditional dividing lines between local, long distance,
wireless, video and Internet services are becoming increasingly blurred. We face competition from alternative communication systems
constructed by facilities-based CLECs. We also face increasing competition from cable operators providing high-speed Internet services, which
can be used as a platform to support voice services utilizing voice over IP technology, or VoIP. Furthermore, wireless communications services
increasingly constitute a significant source of competition, as some customers have
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chosen to forgo use of traditional wireline phone service and instead rely solely on wireless services. We expect competition to intensify as a
result of the entrance of new competitors and the rapid deployment of new technologies, products and services. See Item 1A. Risk Factors We
face intense competition that may reduce our market share and harm our financial performance.

Legislative and Regulatory Developments
Overview

Communications services are regulated both at the federal level by the FCC and at the state level by public utilities commissions, or PUCs. In
general, incumbent local exchange carriers, or ILECs, such as Embarq, are subject to the most extensive regulation. Regulation covers not only
rates and service terms, but also the terms on which ILECs provide connections and network elements to CLECs. Long distance providers, such
as us with respect to our Long Distance segment, are subject to less regulation, but still must comply with various statutory requirements and
regulations. The Communications Act of 1934, or Communications Act, preempts states from regulating the rates of commercial mobile radio
service, or CMRS, providers, such as us with respect to our Wireless segment, but CMRS providers are subject to various licensing and technical
requirements imposed by the FCC, including provisions related to the acquisition, assignment or transfer of radio licenses. The FCC also
imposes mandates on CMRS providers, such as those that require CMRS providers to transmit the telephone number and certain location
information of someone calling 911 to the appropriate 911 dispatch center, and to allow customers to retain existing telephone numbers when
switching from one communications carrier to another. Although the Communications Act preempts state regulation of CMRS rates and entry of
CMRS providers, CMRS providers are subject to state authority over terms and conditions of service, such as certain billing practices and other
consumer-related matters.

The following summary of the regulatory environment in which our business operates does not describe all present and proposed federal, state

and local legislation and regulations affecting the communications industry. Some legislation and regulations are currently the subject of judicial
proceedings, legislative hearings and administrative proceedings that could change the manner in which our industry operates. We cannot predict
the outcome of any of these matters or their potential impact on our business. See Item 1A. Risk Factors Government regulation could adversely
affect our prospects and results of operations; the FCC and state regulatory commissions may adopt new regulations or take other actions that

could adversely affect our business prospects or results of operations. Regulation in the communications industry is subject to rapid changes, any
of which could have an adverse effect on us in the future. The following discussion describes some of the major communications-related
regulations that affect us, but numerous other substantive areas of regulation not discussed here may also influence our business.

Wireline Operations
Competitive Local Service

The Telecommunications Act of 1996, or Telecom Act, the first comprehensive update of the Communications Act, was designed to promote
competition, and it eliminated legal and regulatory barriers to entry into local and long distance communications markets. It also required ILECs
to allow resale of specified local services at wholesale rates, negotiate interconnection agreements, provide nondiscriminatory access to
unbundled network elements, or UNEs, and allow co-location of interconnection equipment by competitors. The rules implementing the
Telecom Act remain subject to legal challenges. Thus, the scope of future local competition remains uncertain. These local competition rules
impact us because we provide communications services as an ILEC to approximately 4% of the access lines in the United States, which
represents the substantial part of the operations of our Local segment.

In March 2005, the FCC implemented an order that terminated the obligation of ILECs to offer a platform of UNEs to CLECs after a one-year
transition period. The order, which has been challenged, has led our Long Distance segment to discontinue its use of the unbundled element
platforms. ILECs generally have benefited
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from this order. Competitors in the service territories of our Local segment generally have not made extensive use of their unbundled element
platforms.

During 2005, we entered into agreements with major cable television companies to provide communications and back-office services to enable
the cable companies to provide competitive local and long distance telephony services in a VoIP format to their end-user customers. Certain
ILECs have taken steps that have impeded our ability to provide services to the cable companies in an efficient manner.

Access Charge Reform and Universal Service Requirements

Intercarrier compensation includes interstate and intrastate switched access charges that ILECs, including our Local segment, are entitled to
receive from long distance carriers, including our Long Distance segment, for origination and termination of long distance calls, and reciprocal
compensation that interconnected local carriers pay to each other for terminating interconnected local wireline and wireless calls. In addition,
ILECs, including our Local segment, receive special access charges for providing dedicated facilities to other carriers and businesses. On
average, intrastate switched access rates, which are currently regulated by PUCs, are substantially higher than interstate switched access charges,
which are regulated by the FCC, and in turn interstate switched access charges are substantially higher than reciprocal compensation. Special
access services are a significant cost for our Wireless and Long Distance segments.

In 2001, the FCC began a proceeding to determine whether access charges, as well as reciprocal compensation for local interconnected calls,
should be replaced. Proposals include a bill-and-keep system (under which intercarrier compensation would be eliminated and all carriers would
recover their costs solely from end-user customers), a unified intercarrier compensation system, in which the same rates would apply to all forms
of intercarrier compensation (i.e., interstate and intrastate switched access and reciprocal compensation), and phased reductions in intercarrier
compensation charges to a low, uniform level, except in certain rural areas over three years. This proceeding remains pending with the FCC, and

it is difficult to predict the changes that might result or their timing and impact.

In January 2005, the FCC initiated a proceeding to examine the appropriate regulatory framework for the rates charged for special access
services provided by ILECs to long distance, wireless and other carriers. These services typically connect large business customers to long
distance carriers networks and are used by wireless carriers to connect their switches to their cell sites. The FCC is considering reforms to
modify or eliminate special access pricing flexibility, and additional reforms to the price cap rules affecting special access pricing. This
proceeding could affect the amount our Local segment charges for special access and the amount our Long Distance and Wireless segments pay
for the special access services they use.

In addition to the intercarrier compensation regime, many communications carriers receive revenues from the universal service funds, or USF,
established by the FCC and many states. The federal USF program provides funding for services provided in high-cost areas, for reduced-rate
services to low-income consumers, and for discounted communications and Internet services for schools, libraries and rural health care facilities.
These programs impact all three of our business segments because the USF is funded largely from assessments on communications carriers, who
must make contributions into the fund. We are a net payor into the federal USF, although we do receive some funding for both our Local and
Wireless segments. The FCC is considering changing the way it distributes this support to carriers, and its actions could adversely affect our
eligibility to receive support or reduce the amount of support we currently receive. In particular, FCC actions could make it more difficult for
our Wireless segment, currently receiving support in 19 states as an Eligible Telecommunications Carrier, or ETC, to qualify for and to receive
support. Further restrictions on our ETC status at the federal and state levels could result in the rescission of our ETC status.

Our contributions to the federal USF are based on an FCC-prescribed percentage of our interstate and international end-user revenues from
telecommunications services, including from our Wireless and wireline
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segments. The FCC is considering changing the interstate revenue-based assessment in whole or in part with an assessment based on telephone
numbers or connections to the public network.

Voice over Internet Protocol

With the increasing availability of VoIP services, the FCC has and continues to consider the regulatory status of various forms of VoIP. In 2004,
the FCC issued an order finding that one form of VoIP, involving a specific form of computer-to-computer services for which no charge is
assessed and conventional telephone numbers are not used, is an unregulated information service, rather than a telecommunications service, and
preempted state regulation of this service. The FCC also ruled that long distance offerings in which calls begin and end on the ordinary public
switched telephone network, but are transmitted in part through the use of IP, are telecommunications services, thereby rendering the services
subject to all the regulatory obligations imposed on ordinary long distance services, including payment of access charges and contributions to
universal service funds. In addition, the FCC preempted states from exercising entry and related economic regulation of VolP services that do
not use conventional phone numbers and that originate through the use of broadband connections and specialized customer premises equipment.
However, this ruling, which has been appealed in the courts, did not address specifically whether this form of VoIP is an information service or a
telecommunications service, or what regulatory obligations, such as intercarrier compensation and USF contributions, should apply. These issues
surrounding how retail VolIP offerings should be regulated (if at all), including whether they should pay access charges and/or contribute to the
federal USF, remain pending. The FCC requires certain VoIP providers to offer enhanced 911, or E911, emergency calling capabilities to their
subscribers.

High-speed Internet Access Services

Following a June 2005 U.S. Supreme Court decision affirming the FCC s classification of cable modem Internet access service as an information

service and declining to impose mandatory common carrier regulation on cable providers, the FCC issued an order in September 2005 declaring

the high-speed Internet access services, which are provided by ILECs, including our Local segment, are information services rather than
telecommunications services. As a result, over time ILECs will be relieved of the obligations to provide the underlying broadband transmission

to other Internet service providers. A decision on whether all high-speed Internet access services, regardless of the technology used, are subject

to various FCC consumer protection regulations is pending, and the imposition of any such obligations could result in significant costs to us.

Wireless Operations

The FCC regulates the licensing, construction, operation, acquisition and sale of our business and wireless spectrum holdings. FCC requirements
impose operating and other restrictions on our business that increase our costs. The FCC does not currently regulate rates for services offered by
CMRS providers, and states are legally preempted from regulating such rates and entry into any market. The Communications Act and FCC

rules also require the FCC s prior approval of the assignment or transfer of control of an FCC license, although the FCC s rules permit spectrum
lease arrangements for a range of wireless radio service licenses, including our licenses, with FCC oversight. Approval from the Federal Trade
Commission and the Department of Justice, as well as state or local regulatory authorities, also may be required if we sell or acquire spectrum
interests. The FCC sets rules, regulations and policies to, among other things:

grant licenses in the 800 megahertz, or MHz, band, 900 MHz band, 1.9 gigahertz, or GHz, PCS band, and 2.5 GHz Broadband Radio
Service, or BRS, and Educational Broadband Service, or EBS, bands, and license renewals,

rule on assignments and transfers of control of FCC licenses, and leases covering our use of FCC licensees held by other persons and
organizations,

govern the interconnection of our iDEN and CDMA networks with other wireless and wireline carriers,
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establish access and universal service funding provisions,

impose fines and forfeitures for violations of FCC rules,

regulate the technical standards governing wireless services, and

impose other obligations that it determines to be in the public interest.
We hold several kinds of licenses to deploy our services: 1.9 GHz PCS licenses utilized in our CDMA network, and 800 MHz and 900 MHz
licenses utilized in our iDEN network. We also hold 2.1 GHz BRS licenses, 2.5 GHz BRS licenses, and we lease use of others 2.5 GHz BRS and
EBS licenses, for our first generation fixed wireless Internet access service. We also hold and lease 2.5 GHz, 1.9 GHz and other FCC licenses
that we currently do not utilize in our networks or operations.

1.9 GHz PCS License Conditions

All PCS licenses are granted for ten-year terms. For purposes of issuing PCS licenses, the FCC utilizes major trading areas, or MTA, and basic
trading areas, or BTA, with several BTAs making up each MTA. Licenses may be revoked if the FCC s construction requirements are not met.
We have met these requirements in all of our MTA and BTA markets.

If applicable buildout conditions are met, these licenses may be renewed for additional ten-year terms. Renewal applications are not subject to
auctions. If a renewal application is challenged, the FCC grants a preference commonly referred to as a license renewal expectancy to the
applicant if it can demonstrate it has provided substantial service during the past license term and has substantially complied with applicable
FCC rules and policies and the Communications Act. The licenses for the 10 MHz of spectrum in the 1.9 GHz band that we received as part of
the FCC s Report and Order, described below, have 10-year terms and are not subject to specific buildout conditions, but are subject to renewal
requirements that are similar to those for our PCS licenses.

800 MHz and 900 MHz License Conditions

We hold licenses to deploy our iDEN services in the 800 MHz and 900 MHz bands. Because spectrum in the 800 MHz and 900 MHz bands was
originally licensed in small groups of channels, we hold thousands of these licenses, which together allow us to provide coverage across much of
the continental United States. Our 800 MHz and 900 MHz licenses are subject to requirements that we meet population coverage benchmarks
tied to the initial license grant dates. To date, we have met all of the construction milestones applicable to these licenses, except in the case of
licenses that are not material to our business. Our 800 MHz and 900 MHz licenses have 10-year terms, at the end of which each license is
subject to renewal requirements that are similar to those for our 1.9 GHz licenses.

BRS-EBS License Conditions

We hold and lease FCC BRS and EBS licenses. We currently use this spectrum to provide fixed wireless Internet access services to homes and
small businesses using first generation line-of-sight technology. This service operates across the country in 14 markets with approximately
18,000 subscribers. We operate our network and a third party provides customer care. We intend to provide Wireless Interactive Multimedia
Services, or WIMS, using this spectrum along with other services, such as fixed point-to-point communications. In 2004, the FCC ordered the
2496-2690 MHz band, or the 2.5 GHz band, reconfigured into upper and lower-band segments for low-power operations, and a mid-band
segment for high-power operations. Pending final FCC rules, no actual reconfiguration transition to the new band plan has begun, but planning
for this work has commenced, and we expect field transition work will begin in 2006 and continue for several years. The FCC also affirmed its
prohibition of commercial ownership on approximately 62% of the total 2.5 GHz spectrum band, which is held
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primarily by educational and non-profit institutions; however, these institutions are authorized to lease up to 95% of their licensed spectrum to
commercial operators, such as us, subject to certain restrictions. In addition, the FCC adopted a band plan that requires the relocation of licensed
BRS operations from the 2150-2162 MHz band, or the 2.1 GHz band, into the 2.5 GHz band. The FCC has sought comment on how to ensure
that 2.1 GHz incumbents, such as us, receive reimbursement for their relocation costs. We and other parties intend to transition the 2.5 GHz band
to its new configuration market-by-market in a process that may require several years to complete nationally. When the transition is completed,
we believe that the 2.5 GHz band will be more suitable for fourth generation 4G technology that will enable fixed, portable and mobile WIMS
services.

The FCC conditioned its approval of the Sprint-Nextel merger on two deployment milestones in the 2.5 GHz spectrum. Within four years
following the August 8, 2005 effective date of the merger order, we must offer service in the 2.5 GHz band to a population of no less than

15 million people. This deployment must include areas within a minimum of nine of the nation s most populous 100 BTAs and at least one BTA
less populous than the nation s 200th most populous BTA. In these ten BTAs, the deployment must cover at least one-third of each BTA s
population. In addition, within six years from the effective date of the merger order, we must offer service in the 2.5 GHz band to at least

15 million more people in areas within a minimum of nine additional BT As in the 100 most populous BTAs, and at least one additional BTA
less populous than the nation s 200th most populous BTA. In these additional ten BT As, the deployment must also cover at least one-third of
each BTA s population.

800 MHz Band Spectrum Reconfiguration

In recent years, a number of public safety communications systems operating on high-site systems in the 800 MHz block of spectrum have
experienced interference that is believed to be a result of the low-site operations of CMRS providers operating on adjacent frequencies in the
same geographic area.

In 2001, we filed a proposal with the FCC that would result in a more efficient use of spectrum through the reconfiguration of spectrum licenses
and spectrum allocations in the 700, 800 and 900 MHz bands and, thereby, resolve many of these interference problems. In 2004, following a
rulemaking to consider proposals to solve the public safety interference issue, the FCC adopted a Report and Order that included new rules
regarding interference in the 800 MHz band and a comprehensive plan to reconfigure the 800 MHz band. In February 2005, we accepted the
Report and Order, which was necessary before the order became effective, because the Report and Order required us to undertake a number of
obligations and accept modifications to our FCC licenses.

The Report and Order provides for the exchange of a portion of our FCC spectrum licenses, which the FCC is implementing through
modifications to these licenses. Specifically, the Report and Order modified a number of FCC licenses in the 800 MHz band, including many of
our licenses, and implemented rules to reconfigure spectrum in the 800 MHz band in a 36-month phased transition process. It also obligated us
to surrender all of our holdings in the 700 MHz spectrum band and certain portions of our holdings in the 800 MHz spectrum band, and to fund
the cost incurred by public safety systems and other incumbent licensees to reconfigure the 800 MHz spectrum band. Under the Report and
Order, we received licenses for 10 MHz of nationwide spectrum in the 1.9 GHz band, but we are required to relocate and reimburse the
incumbent licensees in this band for their costs of relocation to another band designated by the FCC.

The Report and Order requires us to complete the first phase of reconfiguration of the 800 MHz band in certain of our markets, including many
of our larger markets, within an 18-month period. Completion of the reconfiguration process in any particular market involves reaching
agreement and coordinating numerous processes with the incumbent licensees in that market, as well as vendors and contractors that will be
performing much of the reconfiguration.

We are permitted to continue to use the spectrum in the 800 MHz band that was surrendered under the Report and Order during the
reconfiguration process. However, as part of the reconfiguration process in most markets,
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we will cease use of a portion of the 800 MHz spectrum that we currently use before we are able to commence use of replacement 800 MHz
spectrum in that market. To mitigate the temporary loss of the use of this spectrum, in many markets we will need to construct additional
transmitter and receiver sites for use by our iDEN network or acquire additional spectrum in the 800 MHz or 900 MHz bands. In markets where
we are unable to construct additional sites or acquire additional spectrum, the decrease in capacity may adversely affect the performance of our
iDEN network, require us to curtail subscriber additions on the iDEN network in that market until the capacity limitation can be corrected, or
both. Degradation in iDEN network performance in any market could result in increased subscriber churn in that market, the effect of which
could be exacerbated if we are forced to curtail iDEN subscriber additions in that market. The reconfiguration process contemplated by the
Report and Order may adversely affect our business and operations, which could adversely affect our future growth and operating results.

The Report and Order requires us to make a payment to the United States Department of the Treasury at the conclusion of the band
reconfiguration process to the extent that the value of the 1.9 GHz spectrum we received exceeds the total of the value of licenses for spectrum
positions in the 700 MHz and 800 MHz bands that we surrendered under the decision, plus the actual costs that we incur to retune incumbents
and our own facilities under the Report and Order. The FCC determined under the Report and Order that, for purposes of calculating that
payment amount, the value of this 1.9 GHz spectrum is about $4,860 million and the aggregate value of the 700 MHz spectrum and the 800
MHz spectrum surrendered, net of 800 MHz spectrum received as part of the exchange, is about $2,059 million, which, because of the potential
payment to the U.S. Treasury, results in minimum cash expenditures of about $2.8 billion by us under the Report and Order. The FCC has
designated an independent Transition Administrator to monitor, facilitate and review the expenditures of the 800 MHz and 1.9 GHz band
reconfigurations. A precise methodology for evaluating and confirming our internal costs has not yet been established by the Transition
Administrator. Because the Transition Administrator may not agree that all of the costs we submit as external and internal costs are appropriate
or are subject to credit, we may incur certain costs as part of the reconfiguration process for which we will not receive credit against the potential
payment to the U.S. Treasury. In addition, we are obligated to pay the full amount of the costs relating to the reconfiguration plan, even if those
costs exceed $2.8 billion. As of December 31, 2005 we had incurred, on a cash basis, approximately $338 million of costs under the Report and
Order. Pursuant to the terms of the Report and Order, we have established an irrevocable letter of credit in the amount of $2.5 billion to provide
assurance that funds will be available to pay the relocation costs of the incumbent users of the 800 MHz spectrum.

New Spectrum Opportunities and Spectrum Auctions

Several FCC proceedings and initiatives are underway that may affect the availability of spectrum used or useful in the provision of commercial
wireless services, which may allow new competitors to enter the wireless market. We cannot predict when or whether the FCC will conduct any
spectrum auctions or if it will release additional spectrum that might be useful to the wireless industry or us in the future.

Other FCC Requirements
911 Services

Pursuant to FCC rules, CMRS providers, including us, are required to provide E911 services in a two-tiered manner. Phase I requires wireless
carriers to transmit to a requesting public safety answering point, or PSAP, both (a) the 911 caller s telephone number and (b) the location of the
cell site from which the call is being made. Phase II requires the transmission of more accurate location information using latitude and longitude.
Implementation of Phase I or Phase I E911 service must be completed within six months of a PSAP request for service in its area, or longer,
based on the agreement between the individual PSAP and carrier.

We have deployed the necessary platforms and infrastructure to support Phase I and Phase I E911 service throughout our network. Actual
availability of Phase I or Phase I E911 services in any particular market is dependent upon receipt of a request for service and completion of
necessary upgrades by local governments,
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local exchange carriers and third party database providers. These upgrades are not within our control and we cannot unilaterally deploy E911
services. With respect to our iDEN and CDMA network services, the more accurate information delivered in Phase II can only be determined if
the customer is using a handset with global positioning satellite, or GPS, capability.

Because our Phase II E911 services can be accessed only with GPS capable handsets, the FCC has required that a certain percentage of new
handset activations be GPS capable, and that 95% of our total subscriber base use GPS capable handsets by December 31, 2005. All new handset
activations are currently GPS capable. However, we were unable to meet the December 31, 2005 deadline to convert our existing subscriber base
to GPS enabled devices. We have filed a request for a waiver that seeks additional time to comply, on which the FCC has not yet ruled. Failure
to comply with the FCC s rules may result in FCC sanctions.

The costs we may incur in an effort to accelerate our customers transition to GPS capable handsets to meet these requirements could be
significant, and will be dependent on a number of factors, including the number of new subscribers added to our network who purchase GPS
capable handsets, the number of existing subscribers who upgrade from non-GPS capable handsets to GPS capable handsets, the rate of our
customer churn and the cost of GPS capable handsets.

Truth in Billing and Consumer Protection

The FCC s Truth in Billing rules generally require CMRS licensees, such as us, to provide full and fair disclosure of all charges on their wireless
bills, including brief, clear, and non-misleading plain language descriptions of the services provided. In response to a petition from the National
Association of State Utility Consumer Advocates, the FCC found that state regulation of CMRS rates, including line items on consumer bills, is
preempted by federal statute. However, many states continue to attempt to impose various regulations on the billing practices of wireless
carriers, and the FCC is continuing to look at issues of consumer protection and the appropriate state and federal roles. If states gain such
authority, or there are other changes in the Truth in Billing rules, our billing and customer service costs could increase.

CALEA Requirements

The Communications Assistance for Law Enforcement Act, or CALEA, requires telecommunications carriers, including us, to modify
equipment, facilities and services to allow for authorized electronic surveillance based on either industry or FCC standards. In September 2005,
the FCC extended CALEA obligations to facilities-based broadband Internet access providers and to interconnected VoIP providers, whether
wireline or wireless. The FCC has pending a range of issues involving CALEA, including CALEA compliance extensions and exemptions, cost
recovery issues, identification of future services and entities subject to CALEA, and enforcement matters. We build our networks to industry
standards, and those standards include the ability for law enforcement to conduct authorized surveillance. Like other CMRS carriers, we have
sought an extension of CALEA deadlines for packet-mode data services and this request remains pending. If the extension requests are not
granted, we could be subject to fines if we are unable to comply with a surveillance request from a law enforcement agency.

Homeland Security

Homeland security issues are receiving attention at the FCC, from the states and in Congress. The FCC chairman has announced plans for a new
FCC bureau devoted to this area. We expect that several initiatives, including the delivery of emergency alerts over wireless devices, and
increased scrutiny of wireless carriers networks in the aftermath of last year s natural disasters, could lead to new regulatory requirements
regarding disaster preparedness, network reliability, and communications among first responders. We are unable to predict the impact of these
initiatives on our business.
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Privacy-Related regulations

We comply with FCC-mandated rules that limit how carriers may use customer proprietary network information, or CPNI, for marketing
purposes, and specify what carriers must do to safeguard CPNI held by third parties. It has recently been reported that the call detail records of
both wireline and wireless telephone customers are available from certain Internet-based vendors. Both Congress and state legislatures are
considering legislation to criminalize the sale of call detail records and to further restrict the manner in which carriers make such information
available. The FCC is investigating these practices and is examining whether existing regulations with respect to CPNI require revision or
expansion, which could result in additional costs to us, including administrative or operational burdens on our customer care, sales, marketing
and IT systems.

Tower Siting

Wireless systems must comply with various federal, state and local regulations that govern the siting, lighting and construction of transmitter
towers and antennas, including regulation promulgated by the FCC and Federal Aviation Administration, or FAA. FCC rules subject certain cell
site locations to environmental and historic preservation statutory requirements. To the extent governmental agencies impose additional
requirements on the tower siting process, the time and cost to construct cell towers could be negatively impacted.

Environmental Compliance

We have identified seven sites, not currently owned or operated by us, that formerly contained manufactured gas plants that may have been
owned or operated by entities acquired by our subsidiary, Centel Corporation, before we acquired it. We and the current land owner of the site in
Columbus, Nebraska are working with the Environmental Protection Agency, or EPA, pursuant to an administrative consent order. Amounts
expended pursuant to the order are not expected to be material. We are negotiating with the EPA as to whether clean up is required at two
additional sites. In addition, Centel has entered into agreements with another potentially responsible party to share costs in connection with four
of the sites, including two of those where the EPA is involved. We are working to assess the scope and nature of these sites and our potential
responsibility. Other environmental compliance and remediation expenditures result mainly from the operation of standby power generators for
our telecommunications equipment. These expenditures arise in connection with standards compliance, permits or occasional remediation, which
are usually related to generators, batteries or fuel storage. Although we cannot assess with certainty the impact of any future compliance and
remediation obligations, we do not believe that future environmental compliance and remediation expenditures will have a material adverse
effect on our financial condition or results of operations.

Patents, Trademarks and Licenses

We own numerous patents, patent applications, service marks and trademarks in the United States and other countries. We have a program to file
applications for trademarks, service marks and patents where we believe this protection is appropriate. Sprint, PowerVision,  Sprint PCS,
and Boost Mobile are our registered trademarks. Our services often use the intellectual property of others, such as licensed software, and we
often license copyrights, patents and trademarks of others. In total, these licenses and our copyrights, patents, trademarks and service marks are
of material importance to the business. Generally, our trademarks, trademark licenses and service marks have no limitation on duration. Our
patents and licensed patents have remaining terms generally ranging from one to 19 years.

We occasionally license our intellectual property to others, including licenses to others to use the trademarks Sprint and Nextel.

We have received claims in the past, and may in the future receive claims, that we, or that third parties from whom we license intellectual
property, have infringed on the intellectual property of others. These claims can be time-consuming and costly to defend, and divert management
resources. If these claims are successful, we could be forced to pay significant damages or stop selling certain products or services, or the third
parties from whom
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we license intellectual property could be forced to pay significant damages, which could increase the cost of these products and services or force
them to stop providing certain products or services to us. We also could enter into licenses with unfavorable terms, including royalty payments,
which could adversely affect our business.

Employee Relations

As of December 31, 2005, we had approximately 79,900 active employees, an increase of about 20,000 since December 31, 2004 due primarily
to the Sprint-Nextel merger. Approximately 7,000 of these employees were represented by unions. It is anticipated that Embarq will have
approximately 20,000 employees at the time of the spin-off.

In 2003 and continuing throughout 2004, we recognized charges from organizational realignment initiatives. The restructuring was a
company-wide effort to create a more customer-focused organization. These decisions included work force reductions in each segment and
corporate functions.

In 2003, we announced the wind-down of our web hosting services. Restructurings of other Long Distance operations also occurred in the
continuing effort to create a more efficient cost structure. These decisions included work force reductions.

Additional information regarding the impacts of these decisions can be found in note 8 of the Notes to the Consolidated Financial Statements
appearing at the end of this annual report on Form 10-K.

Management
For information concerning our executive officers, see Executive Officers of the Registrant in this document.
Information as to Business Segments

For information regarding our business segments, see Part II, [tem 7 Management s Discussion and Analysis of Financial Condition and Results
of Operations and also refer to note 20 of the Notes to the Consolidated Financial Statements appearing at the end of this annual report on Form
10-K.

Item 1A. Risk Factors
Risks Related to the Sprint-Nextel Merger and the Spin-off of Embarq
We may not be able to successfully integrate the businesses of Nextel with ours and realize the anticipated benefits of the merger.

Significant management attention and resources are being devoted to integrating the Nextel wireless network and other wireless technologies
with ours, as well as the business practices, operations and support functions of the two companies. The challenges we are facing and/or may
face in the future in connection with these integration efforts include the following:

integrating our CDMA and iDEN wireless networks, which operate on different technology platforms and use different spectrum bands,
and developing wireless devices and other products and services that operate seamlessly on both technology platforms;

developing and deploying next generation wireless technologies;

combining and simplifying diverse product and service offerings, subscriber plans and sales and marketing approaches;

preserving subscriber, supplier and other important relationships;
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consolidating and integrating duplicative facilities and operations, including back-office systems;

addressing differences in business cultures, preserving employee morale and retaining key employees, while maintaining focus on
providing consistent, high quality customer service and meeting our operational and financial goals; and

adequately addressing business integration issues while also planning and preparing for the contemplated spin-off of Embargq.
The process of integrating Nextel s operations with ours could cause interruptions of, or loss of momentum in, our business and financial
performance. The diversion of management s attention and any delays or difficulties encountered in connection with the integration of the two
companies operations could have an adverse effect on our business, financial condition or results of operations. We may also incur additional
and unforeseen expenses in connection with the integration efforts. There can be no assurance that the expense savings and synergies that we
anticipate from the merger will be realized fully or within our expected timeframe.

We also recently acquired five PCS Affiliates (US Unwired, IWO Holdings, Gulf Coast Wireless, Alamosa Holdings and Enterprise
Communications), and will acquire Nextel Partners when the required regulatory approvals are obtained. The process of integrating the business
practices, operations and support functions of these companies could involve challenges similar to those identified above or add to those
challenges by placing a greater strain on our management and employees.

Operational challenges, proposed tax law changes and other uncertainties may make it difficult or less economical to complete the
contemplated spin-off of Embarq on terms that are acceptable to us. Failure to complete the spin-off could adversely affect our growth.

There are significant operational and technical challenges that need to be addressed in order to separate the assets and operations of Embarq
from the rest of our business in connection with the planned spin-off of Embarq to our shareholders. The spin-off will require the creation of a
new publicly traded company with a capital structure appropriate for that company, the creation and staffing of operational and corporate
functional groups and the establishment of ongoing commercial arrangements and transition services arrangements between us and Embarq. The
spin-off may result in additional and unforeseen expenses, and completion of the spin-off cannot be assured because it is conditioned upon,
among other things, receipt of required consents and approvals from various federal and state regulatory agencies, including state PUCs. These
consents and approvals, if received, may impose conditions and limitations that could jeopardize or delay completion of the spin-off and could
reduce the anticipated benefits of the merger and the spin-off.

The U.S. House of Representatives and the U.S. Senate have separately approved legislation either of which would, if enacted, make certain
changes to Section 355 of the Internal Revenue Code of 1986, as amended, or the Code, which governs the tax treatment of the spin-off. These
bills, which are currently subject to conference negotiation between members of the House and Senate, contain similar, but not identical
provisions. In addition, the U.S. Department of the Treasury has recommended a similar provision regarding spin-offs in its revenue proposals
for the fiscal year 2007 budget. After consultation with our tax advisors, we believe that it is unlikely that any of the proposed legislation, as
currently drafted, would prevent the contemplated spin-off of Embarq. However, if we are unable to obtain satisfactory opinions from counsel
regarding the tax-free qualification of the spin-off, our Board of Directors would consider several options, including electing not to complete the
spin-off.

We expect to receive approximately $6.6 billion in the form of cash and senior notes of Embarq in exchange for the assets contributed to
Embarq. We expect to sell the senior notes issued to us and intend to use the proceeds from any such sale and the proceeds paid to us by Embarq
to repay various obligations. There can be no assurance of the final amount of indebtedness to be incurred by Embarq or the proceeds to be
received by us.

If the contemplated spin-off of Embarq is not completed, we may have slower rates of growth than currently expected because of the
industry-wide trends of increased competition and product substitution that are adversely
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affecting local communications businesses. Moreover, our strategy of developing our higher growth wireless business may conflict with the
strategy and interests of Embarq, particularly as customers are increasingly choosing between wireline and wireless services.

If the spin-off of Embarq does not qualify as a tax-free transaction, tax could be imposed on both our shareholders and us.

We have received a private letter ruling from the Internal Revenue Service, or IRS, that the spin-off of Embarq will qualify for tax-free treatment
under Code Sections 355 and 361. In addition, we intend to obtain opinions of counsel from each of Cravath, Swaine & Moore LLP and Paul,
Weiss, Rifkind, Wharton & Garrison LLP that the spin-off will so qualify. The IRS ruling relies, and the opinions will rely, on certain
representations, assumptions and undertakings, including those relating to the past and future conduct of Embarq s and our business, and neither
the IRS ruling nor the opinions would be valid if such representations, assumptions and undertakings were incorrect. Moreover, the IRS private
letter ruling does not address all the issues that are relevant to determining whether the distribution will qualify for tax-free treatment.
Notwithstanding the IRS private letter ruling and opinions, the IRS could determine that the distribution should be treated as a taxable
transaction if it determines that any of the representations, assumptions or undertakings that were included in the request for the private letter
ruling are false or have been violated, or if it disagrees with the conclusions in the opinions