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TO: Ann Cole, Commission Clerk, Office of Commission Clerk
FROM: Ray E. Kennedy, Economic Analyst, Division of Regulatory Analysis %
RE: Docket No. 110013-TP: Sprint's Response to Question Set 1 Regarding Sprint's

Proposal to Provide Relay Services in Florida

Please place the attached information in the file for Docket No. 110013-TP, Request for
submission of proposals for relay service, beginning in June 2012, for the deaf, hard of hearing,
deaf/blind, or speech impaired, and other implementation matters in compliance with the Florida
Telecommunications Access System Act of 1991.

Included in the attachment are staff’s letter and e-mail to Sprint, and Sprint’s responses,
including original of letters from Citibank N.A. and Marsh USA Inc.
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DIvisION OF REGULATORY ANALYSIS

STATE OF FLORIDA

COMMISSIONERS:
ART GRAHAM, CHAIRMAN BETH W. SALAK
Lisa POLAX EDGAR DIRECTOR

RONALD A. BRISE (850)413-6600

EDUARDO E. BALBIS

JULIE]. BROWN
JHublic Serpice Qommission
August 4, 2011
Via U.S. Post, FAX: 913-523-9277
and Email: dottie.cartrite@sprint.com
Sprint

Attn: Dottie Cartrite
707 17th Street, Suite 3750
Denver, CO 80202

Re: Docket No. 110013-TP — Question Set 1 Regarding Sprint's Proposal to Provide Relay
Services in Florida
Dear Ms, Cartrite:

In order to complete the evaluation of Sprint’s proposal in Docket No. 110013-TP, staff
at the Florida Public Service Commission (FPSC) needs a written response to the following:

Check List Item 67 — Financial Information RFP Reference C-4

Request for Proposal Section C-4 requires the bidder to submit:

Audited financial statements (or a SEC 10K Report) for the most recent two (2) years,

a.
including at a minimum:

1) statement of income and related earnings,

2) cash flow statement,

3 balance sheet, and,

4) opinion concerning financial statements from an outside CPA;
b. Primary Banking source letter of reference.

For the items in a. above, Sprint’s proposal provides a website address and refers the FPSC to_
the website. As set forth in the RFP, please submit a hard copy of the data that Sprint wants the FPSO

to evaluate as part of its proposal.

MefR-DAT

For item b. above, Sprint’s proposal provides multiple contacts for bank references. As sef”
forth in the RFP, please submit primary banking source letter(s) of reference that Sprint wants ‘rhez;

FPSC to evaluate as part of its proposal.
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Sprint, Attn: Dottie Cartrite
Page 2
August 4, 2011

Check List Item 70 — Bid Security Deposit RFP Reference C-7

It is not clear that Sprint’s bid security deposit, in the form of a bond, is valid through at least
October 28, 2011. Please explain how the bond is valid through at least October 28, 2011.

Please provide a written response to me no later than August 11, 2011. If you have any
questions, please do not hesitate to contact me at 850-413-6584.

Sincerely,

Croes

Ray Kennedy
Division of Regulatory Analysis
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Ray Kennedy

From: Ray Kennedy
Sent:  Monday, August 08, 2011 1:29 PM
To: 'Cartrite, Dottie [BMG]'

Subject: RE: Docket No. 110013-TP - Question Set 1 Regarding Sprint's Proposal to Provide Relay Services in
Florida

Good Afternoon,

it appears that the bank and bond companies are mailing the letters to us. | will route what you have sent
via e-mail to the evaluators. | will wait for the letters to come in before filing them in the docket file (one
was going to Ann Cole already | see).

This e-mail confirms that | have timely received your filing in response to my letter dated August 4, 2011;
questions to Sprint regarding its proposal to provide relay services in Florida, Docket No. 110013-TP.

Thank you,

Ray Kennedy

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 323995-0850
Phone: 850-413-6584

Fax: 850-413-6585

E-Mail: rkennedy@psc.state.fl.us

From: Cartrite, Dottie [BMG] [mailto:Dottie.Cartrite@sprint.com)

Sent: Monday, August 08, 2011 12:56 PM

To: Ray Kennedy

Subject: Docket No. 110013-TP - Question Set 1 Regarding Sprint's Proposal to Provide Relay Services in
Florida

Mr. Kennedy,

Enclosed, please find Sprint’s response to the State’s questions/request for additional information (also
enclosed) regarding Docket No. 110013-TP
for provision of relay services in Florida, including the following:

a. Audited financial statement — a copy of Sprint’s SEC 10k report;

b. Primary banking source letter of reference

¢. Clarification on Sprint’s bid security bond validation period — through at least October 28, 2011,

Please don’t hesitate to contact me should you have additional questions or need for bid clarification.
Regards,

Dottie

Dottie Cartrite — Sprint Relay
Sr. Account Manager

8/22/2011
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E-mail: dottie.cartrite@sprint.com
Wireless: 303.949.4941

Fax: 913.523.9277
www.sprintrelay.com

From: Ray Kennedy [mailto:RKennedy@psc.state.fl.us]
Sent: Thursday, August 04, 2011 11:37 AM

To: Cartrite, Dottie [BMG]

Subject: Docket No. 110013-TP - Question Set 1 Regarding Sprint's Proposal to Provide Relay Services in Florida

Good Afternoon Ms. Cartrite,
The questions and instructions for filing the response are in the attached file.

Ray Kennedy

Florida Public Service Commission
2540 Shumard Oak Blvd.
Tallahassee, FL 32399-0850
Phone: 850-413-6584

Fax: 850-413-6585

E-Mail: rkennedy(@psc.state.fl.us

This e-mail may contain Sprint Nexdei proprietary information intended for the sole use of the recipient(s). Any use by others is prohibited. If you are not
ihe intended recipient, ptease contact the sender and defete all copies of the message.

8/22/2011




Paige M. Turner
Senior Vice President

M A R S H Marsh USA Inc.

2405 Grand Boulevard, Suite 800

TTAUGIS AM 9:47 Kansas City, MO 64108

+1 B16 556 4267

VIS A paige.m.turner@marsh.com
SLYISION GF www.marsh com

REGULATORY COMPLIANCE

August 04, 2011

Mr. Ray Kennedy

Florida Telecommunications Relay, Inc.
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Subject: Bid Bond

Project: Telecommunications Relay Service
Principal: Sprint Communications Company L.P.
Bid Bond Amount: $500,000

Bid Date: July 13", 2011

Dear Mr. Kennedy:

The bid bond referenced above and issued on June 13", 2011 remains active and in
full support of the Principal’s bid throughout the RFP process. This bid bond will
remain in effect until October 28", 2011 and will continue to support the Principal's

bid should there be any postponements after October 28™ 2011,

Please feel free to contact me for further confirmation or if there are any questions.

urner
-Fact for Berkley Regional Insurance Company

cc: Randy Cathoun, Berkley
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August 5, 2011

Mr. Ray Kennedy

c/o Ms. Ann Cole, Director

Office of Commission Clerk
Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, FL 32399-0850

Dear Sir;

We are pleased to inform you that Sprint-Nextel Corporation has been a customer of Citibank
for more than 10 years. We, at Citibank N.A. and Citigroup, have a valued global relationship

with Sprint-Nextel Corporation the parent company and their subsidiary, Sprint Communications
ColP.

Woe know the company and management well, and hold them in high regard. We agent
syndicated, unsecured credit facilities in the $2,000,000,000.00 range.

Sprint has been financially responsible in our experience. We believe the company handles its
business affairs appropriately.

Yours truly,

Oz, Braon. - Saddin (7)

Denise Brown-Saddler
Vice President
Communications Group

Global Banking

Citigroup Global Markets Inc.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, B.C. 20549

FORM 10-K

© ANNUALREPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 194
For the fiscal year ended December 31, 2010
or

TRANSITION REPORT PURSUANT T-0 SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
O 5934

For the transition period from 4]

Commission file number 1-04721

SPRINT NEXTEL CORPORATION

{Exact name of registrans as apecified iy ity charter)

KANSAS 48-0457967
{Ntate o wher jurisdiction of incorporation or organizatian) AR Emplayer identification No.j
6200 Sprint Parkway, Overiand Park, Kansas 66251
(Addracs of primcipal execative offices) Zip Code)

Registrunt's telephone number, including area code: (300) 819-096%
Securilies regiztered pursuani to Section 12(b) of the Act:

Tithe of ench clysx Nanyt ef each exchange on which registered
Series | common stock, §2.00 par valug New York Stock Exchange
Guarantees of Sprint Capital Corporation 6.875% Notes due 2028 MNew York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act; None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Secunties Acl.  Yes No O
Indicate by chack mark if the registrant is not required 10 file reports pursuant 1o Sectior 13 or Section 15(d) of the Act. Yes ] No (@

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12
months {or for such shorter period that the registrant was required 1o fife such reperts), and (Zj has been subject to such fiing requinements for the past Y0 days. Yes @ Nao D)

Indicate by check mark whether the registrant has submitted electronically and posted on ils corpacate Web site, if any, every Interactive Data File required 10 be submtted and

posted pursuant to Rule 405 of Regulation §-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required Lo submit and post
such files)  Yes No OO

indicate by check mark if disclosure of delinquent filers pursuant 1o dtem 405 of Regulation $-K (§229.405 of this chapter) is not conlained herein, and will not be contained, 1o the
besl of registrant's knowtedge, in definitive proxy of informalion stalements incorporated by refersnce in Pan 111 of this Form E0-K or any amendments 3 this Form 10-K. O

indicate by check mark whethes the registrant is a large aceelerated [iler, an accelerated fler, 8 norraccelerated filer, or a smaller reporting company. See the definitions of “Jarge
accelerated filer,” “accelerated filer” and “smaller reportting company™ in Rule 126-2 of the Exchange Act,

Large accelerated filer @ Accelerated filer m]
Non-accelerated filer {Do not check if smaller reporting company) a Smaller reporting company u]
Indicate by check mark whether the zegistrant is a shell company (as defined in Rule 12b-2 of the Exchange Act) Yes O No
Aggregate market value of voting and non-voling common stock equity held by non-alfiliates al June 30, 2010 was $12,633,223,479

COMMON SHARES OUTSTANDING AT FEBRUARY 18, 2011:

VOTING COMMON STOCK
Series | 2,950,318,170
Documents incorporaied by reference

Portions of the registram's definitive proxy s filed under Regulation 14.A pr Igated by the Securities and Exchange Conunission under the Securities Exchange Act of
1934, which definitive proxy slalernent is to be filed within 120 days afler the end of registrant's fiscal year ended December 31, 2010, are incorporated by reference in Part 111 hereof.
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SPRINT NEXTEL CORPORATION
SECURITIES AND EXCHANGE COMMISSION
ANNUAL REPORT ON FORM 10-K
PART I

Iem 1. Business
QVERVIEW

Sprint Nextel Corporation, incorporated in 1938 under the laws of Kansas, is mainly a hoiding company, with its operations primarily conducted by its
subsidiarics, Our Series 1 voting common stock trades on the New York Stock Exchange (NYSE) under the symbol “S.” Sprint Nextel Corporation and its subsidiaries
(“Sprint,” “we,” “us,” “our” or the “Company”) is a communications company offering a comprehensive range of wireless and wireline communications products and
services that are designed to meet the needs of individual consumers, businesses, government subscribers and resellers. Qur operations are organized to meel the needs of
our targeted subscriber groups through focused communications solutions that incorporate the capabilities of our wireless and wireline services. We are the third largest
wireless communications company in the United States based on the number of wireless subscribers, one of the largest providers of wireline long distance services and
one of the largest carriers of Internel 1raffic in the nation. Our services are provided through cur ownership of ¢xiensive wireless networks, an all-digital global long
distance network and a Tier | Internet backbone.

We offer wireless and wireline voice and data transmission services fo subscribers in afl 50 states, Puerto Rico and the U5, Virgin Islands ynder the Sprint
corporate brand which includes our retail brands of Sprint”, Nextel”, Boost Mobile”, Virgin Mobite®, Assurance Wireless™ and Common Cents™ on networks that utilize
third generation (33) code division multiple access (CDMA), national push-to-talk integrated Digital Enhanced Network (iDEN), or internet protocol {IF) technologies.
We also offer fourth generation (4G) services utilizing Worldwide Interoperability for Microwave Access (WiMAX) technology through our mobile virtual netwerk
operator (MVYNO) wholesale relatienship with Clearwire Carporation and its subsidiary Clearwire Communications LLC {together *Clearwire"}. Sprint 4G is currently
available in 71 markets reaching more than 110 million people as of the end of 2010. We utilize these networks 1o offer our wireless and wireline subscribers
differentiated products and services whether through the use of a single netwoerk or a combination of these networks.

Our Business Segments

Sprint operates two reponiable segments: Wireless and Wireline. For information regarding our segments, see “Part 11, ltem 7 Management's Discussion and
Analysis of Financial Condition and Results of Operations™ and also refer 10 note 14 of the Notes to Consolidated Financial Statements

Wireless

We provide certain wireless services on our 3G network and our nationa) push-to-alk petwork and 4G services through our MYNQ wholesale relationship with
Clearwire. We cffer wireless services on a postpaid and prepaid payment basis to retail subscribers and also on a wholesale basis, which includes the sale of wireless
services to resellers and affiliates. We support the open development of applications and content on our network platforms. We also enable a variety of third-party
providers, location-based services and business and consumer product praviders through our open-device initiative, also known as our machine-ta-machine initiative. The
machine-io-machine initiative incorporates selling, marketing, product development and operations resources to address growing non-traditional data needs, which covers
a wide variety of producis and services including remote monitering, telématics, in-vehicle devices, e-readers, specialized med:cal devices and other criginal equipment
manufacturer devices.
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We believe that our value-driven wireless price plans are very competitive. Our family of Simply Everything” postpaid price plans bundie together popuiar data
applications with traditional mobile voice calling and the addition of our Any Mobile Anytime™ feature to our Everything Data plans offer savings compared to our
competition. In addition to savings offered Lo consumers, Business Advantage pricing plans are available to our business subscribers who ¢an also take advantage of Any
Mobile Anytime™ with certain plans. $print's prepaid portfolio currently includes four brands, each designed to appeal to specific customer segments. Boost Mobile serves
customers who are voice and text messaging-centric with its popular $50 Monthly Unlimited plan with Shrinkage service where bills are recuced after six on-time
payments. Virgin Mobile serves customers who arc device and data-oriented with Beyond Talk™ plans and our broadband plar. Broadband2Ge, that offer consumers
control, flexibility and connectivity through various communication vehicles, Assurance Wireless™ provides eligible customers who meet income requirements or are
receiving government assistance, with a free wireless phone and 250 free minutes of national local and long distance monthly service. Common Cents™ Mobile caters to
budggs-conscious customers with 7-cent minutes that Round Down”™ and 7-cent fext messages.

Services and Products
Data & Voice Services

Wireless data communicatiens services include mobile productivity applications, such as Internet ac¢ess and messaging and email services; wireless photo and
video offerings; location-based capabilities, including asset and fleet management, dispatch services and navigatian tools, and mobile entertainment applications,
including the ability to view live television, listen to Sirius-XM® satellite radio, download and Jisten to music from our Sprint Music Store, a music catalog with thousands
of songs from virtually every music genre, and game play with full-color graphics and pelyphonic and real-music sounds all from a wireless handset.

Wireless 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 and call forwarding. We offer Nextel Direct Connect” push-to-talk services on our iDEN network. We also provide voice and
data services to arsas in numercus countries cutside of the United States through roaming arrangements. We offer customized design, development, implementation and
suppott services for wireless services provided to large companies and government agencies.

Producty

Qur services are provided using a wide variety of multi-functional devices such as smartphones, mobile broadband devices such as aircards and embedded
tablets and laptops manufactured by vanicus suppliers for use with cur voice and data services. We generalfy sell these devices at prices below our cost in response to
competition, to altract new subscribers and as retention inducements for existing subscribers. We sell accessories, such as carrying cases, hands-free devices, batieries,
battery chargers and other items to subscribers, and we sell devices and accessories to agents and other third-pany distributors for resale.

Wireless Network Technologies
We deliver wireless services to subscribers primarily through the ownership of our CDMA and iDEN networks or as a reseller of 4G services.

Qur CDMA network, an all-digital wireless network with spectrum hicenses that allow us to provide service in all 50 states, Puerto Rico and the U.S. Virgin
[slands, uses a single frequency band and a digital spread-spectrum wireless technology that allows a large number of users 1o access the 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 provide nationwide
service through a combination of operating our own digital network in both magor and smafler U.S. metropolitan areas and rural connecting routes, affiliations under
commetcial arrangements with third-party affiliates (Affiliates) and roaming on other providers' networks.

Our iDEN network is an all-digital packet data network based on \DEN wireless technology provided by Motorela Mability, Inc. and Motorola Solutions, Ing.
(colieetively, "Motorola"). We are the only national wireless service previder in the United States that utilizes \DEN technolegy and, generally, the 1IDEN devices that we
currently offer are not enabled to roam on wireless networks that do not utilize iDEN technology. iDEN is a proprietary technology that relies principally on our and
Motorola's efforts for further research, product development and innavation. For additional information, see ltem LA, “Risk Factors—If Motorola is unable or unwalling to
provide us with equipment and devices in support of our iDEN-based services, as well as improvements, our operations wil! be adversely affected.”

Beginning in 2009, our subscribers in certain markets now have access 1o Clearwire’s 4 network through an MYNO wholesale arrangement that enables us to
resell Clearwire's 4G wireless services under the Sprint brand name. The services supported by 4G give subscribers with compatible devices high-speed access to the
Internet. This relationship with Clearwire was developed through a transaction that closed on November 28, 2008, at which time we, third parties and Clearwire joined
together 10 combine a next-generation wireless broadband business.
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Sales, Marketing and Customer Care
We focus the marketing and sales of wireless services on targeted groups of retail subscribers: individual consumers, businesses and government subscribers.
We use a variety of sales channels to attract new subscribers of wireless services, including;

«  direct sales representatives whose ¢fforts are focused on marketing and selling wireless services primarily to mid-sized to large businesses and government
agenacies;

«  retail outiets owned and operated by us, thar focus en sales to the consumer market as well as third-party retailers;

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

= subscriber-convenient channels, including web sales and telesales.

We market cur postpaid 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 1o the applicable pricing plan. We market our prepaid services under the Boost Mobile®, Virgin Mobile”, Assurance Wireless™
and Common Cents™ brands, as a means to provide value-driven prepaid service plans to particular markets. Our wholesale customers are resellers of our wireless services
rather than end-use subscribers and market their products using their brands.

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, including the National Association for Steck Car Auto Racing (NASCAR™). The goal of these marksting initiatives is to increase brand awareness
and sales.

Our custorner management organization works 10 improve our customer's experience, with the goal of retaining subscribers of our wireless services. Customer
service call centers, some of which are operated by us and some of which are operated by unrelated parties subjec! te Sprint standards of cperation, receive and resolve
inquiries from subscribers and proactively address subscriber needs.

Competition

We believe that the market for wireless services has been and will continue 1o be characterized by intense competition on the basis of price, the ty pes of services
and devices offered and quality of service. We compete with a number of wireless camiers, including three other national wireless companies: AT&T, Verizon Wirgless
and T-Mobile, Qur primary competitors offer voice, high-speed data, entertainment and location-based servi¢es and push-to-talk-type features that are designed to
compete with our products and services, Other competitors offer or have announced plans to intreduce similar services. AT&T and Verizon also offer competitive
wirgless services packaged with local and Jong distance vorce, high-speed Internet services and video. Our prepard services compete with a number of carriers and
resellers including Metro PCS Communications, fne., Leap Wireless International, Ine. and TracFone Wireless, which offer compettively-priced calling plans that include
unlimited local calling. Additionally, AT&T, T-Mobile and Verizen also offer competitive prepaid services and whalesale service to resellers. Competition will increase
to the extent that new firms enter the market as a result of the introduction of other technologies such as Long Term Evolution (LTE), the availability of previously
unavailable spectrum bands, such as the 700 megahertz (MHz) spectrum band and potentially the introduction of new services using unhcensed specirum. Wholesale
services and products alse contribute to increased competition. In soms instances, resellers that use our network and offer like services compete against our offerings.

Most markes in which we operate have high rates of penetration for wireless services, thereby limiting the growth of subscribers of wireless services. As the
wireless market matures, it is becoming increasingly important to retain existing subscribers in addition to attracting new subscribers. Wireless carriers are beginning to
address growing non-traditional data needs by working with original equipment manufacturers to develop connected devices such as remote monitoring, in-vehicle
devices and digital signage, which utilize wireless networks to increase customer and business mobility. In addition, we and our competitors continue to offer more
service plans that combine voice and data offerings, plans thai allow users to add additional mobile devices to their plans at attractive rates, plans with a higher number of
bundled minutes included in the fixed monthly charge for the plan, plans that offfer the ability to share minutes ameng a group of related subscribers, or combinations of
these features. Consumers respend to these plans by migrating to those they deem most aftractive. In addition, wireless carriers also try to appeal to subscribers by offering
devices at prices lower than their acquisition cost, and we may offer higher cost devices at greater discounts than our competitors, with the expectation that the loss
incurred on the devige will be offser by future service revenue. As a result, we and our competitors recognize immediate losses that will not be recovered until future
periods when service is provided. Our ability to effectively compete in the wireless business is dependent upen our ability to retain existing and attract new subscribers in

an increasingly competitive marketplace. See Item 1A, “Risk Factors—I1f we are not able attract and retain wireless subscribers, our financial performance will be
wnpaired.”
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Wireline

We provide a broad suite of wireling voice and data communications services to other cominunications ¢ompanies and targeted business and consumer
subscribers. In addition, we provide voice, data and IP communication services to our Wireless segment and IP and other services to cable Multiple System Operators
(MS0s) that resell our local and long distance services and use our back office systems and network assets in support of their telephone service provided over cable
facilities primarily 1o residential end-user subscribers. We are one of the nation's largest providers of long distance services and operate all-digital global long distance and
Tier 1 1P networks.

Services and Products

Our services and products inglude domestic and international data communications using various protocols such as multiprotogal label switching technelogies
(MPLS), IP, managed network services, Voice over Internet Protocal (VolP), Session Initiated Protocol (SIP) and traditional voice services. Our P services can also be
combined with wireless services. Such services include our Sprimt Mobile Integration service which enables a wireless handset to operate as part of a subscriber's wireline
voice network and eur DataLink™ service, which uses our wireless networks to connect a subscriber location into their primarily wireline wide-area IP/MPLS data
network, making it easy for businesses to adapt their network to changing business requirements. In addition to providing services to our business customers, the wireline
network is carrying increasing amounts of voice and data traffic for our Wireless segment as a result of growing usage by those wireless customers,

We continue to assess the portfolio of services provided by our Wireline business and are focusing our efforts on IP-based services and de-emphasizing stand-
afone voice services and non-fP-based data services. We also provide wholessle voice local and long distance services to Yarge cable MSOs, which they offer as part of
their bundled service offerings, as well as traditional voice and data services for their enterprise use. However, the digital voice services we provide to some of our MS0O's
have become farge enough in scale that they have decided to in-source these services. Although we continue to provide voice services 1o residential consumers, we no
longer aclively market those services. Our Wireline segment markets and sells its services primarily through direct sales representatives.

Competition
Our Wireline segment competes with AT&T, Verizen Communications, Qwest Communications, Level 3 Communications, Inc., other major local incumbent
operating companies, cable operators and other telecommunications providers in all segments of the long distance communications market. In recent years, our long

distance voice services have experienced an industry-wide trend of lower revenue from lower prices and competition from other wireline and wireless communications
compantes, as well as cable M5Os and Internet service providers.

Sore competitors are targeting the high-end data market and are offering deeply discounted rates in exchange for high-voltume waffic as they attempt to utilize
excess capacity in their networks. In addition, we face increasing competition from other wireless and [P-based service providers. Many carriers are competing in the
residential and smali business markets by offering bundled packages of both local and long distance services. Competition in long distance s hased on price and pricing
plans, the types of services offered, customer servige, and communications quality, reliability and availability. Our ability to compete suceessfully will depend on cur
ability to anticipate and respond to various competitive factors affecting the indusiry, including new services that may be introduced, changes in consumer preferences,
demographic trends, economic cenditions and pricing strategies. See [tem LA, “Risk Factors—Consalidation and competition in the wholesale market for wireline
services, as well as consolidation of our reaming partners and access providers used for wireless services, could adversely affect our revenues and prefitability” and “—
The blurring of the traditional dividing lines among long distance, local, wirgless, video and Internet services conlribute to increased competition.”

Legislative and Regulatory Developments
Overview

Communications services are subject to regulation at the federal level by the Federal Communications Commission (FCC) and in certain staies by public
utilities commissions (PUCs}. The Communications Act of 1934 (Communications Act) preempts stales from regulating the rates or entry of commercial mobile radio
service (CMRS) providers, such as those services provided through our Wireless segment, and imposes various licensing and technical requirements implemented by the
FCC, including provisions related to the acquisilion, assignment or transfer of radic licenses. CMRS providers are subject to state regulation of other terms and conditions
of service. Our Wireline segment also is subject to federal and state regulation.

The feilowing is a summary of the regulatory environment in which we operate and does not describe all present and proposed federal, state and local
legislation and regulations affecting the communications industry. Some legislation and regulations are the subject of judicial proceedings, legislative hearings and
administrative proceedings that could change the manner in which our indusiry cperates. We cannot predict the outceme of any of these matters or their potential impact
on our business, See Item 1A, “Risk Facters—Gavernment 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, future growth or results of operations.” Regulation in the
communications industry s subject 1o change,
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which could adversely affect us in the future, The following discussion desctibes some of the major communications-related regulations that affect us, but numerous ether
substantive areas of regulation not discussed here may also influence our business.

Regulation and Wireless Operations
The FCC regulates the licensing, construction, operation, acquisition and sale of our wireless aperations and wireless spectrum holdings. FCC requirements

impase operating and other restrictions on our wireless operations that increase out 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 inte any market, although states may regulate other terms and conditions. The )
Coemmunications Act and FCC rules alsc sequire the FCC's prior approval of the assignment or transfer of control of an FCC license, althcugh the FCC's rules permit
spectrum lease arrangements for a range of wireless radio service licenses, including our licenses, with FCC oversight. Appraval 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 MHz band, 900 MHz band, 1.9 gigaheriz (GHz) personal communications services (PCS) band, and license renewals;

«  tule on assignments and transfers of control of FOC licenses, and leases covering owr use of FCC licenses held by other persons and organizations,

+  govemn the interconnection of our CDMA and iDEN networks with other wireless and wireline carriers;

»  establish access and universal service funding provisions;

= impose rules related to unauthorized use of and access 1o customer information;

= 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 the CDMA network, and 800 MHz and 900 MHz licenses utilized in
the IDEN network. We also hold 1.9 GHz and other FCC licenses that are not yet placed inte service but that we intend 16 use in accordance with FCC requirements,

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 (MTAS) and basic trading areas
(BTASs) with several BTAs making up each MTA. Each license is subject 10 build-cut requitements which we have met in all of our MTA and BTA markets.

If applicable build-out conditions are met, these licenses may be renewed for additional ten-year terms. Renewal applicatiens are nof subject to auctions. If a
tenewal application is challenged, the FCC grants a preference commonly referred to as a license renewal expectancy to the applicant if the applicant can demonstrate that
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
icenses 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 belew, have ten-year terms and are not subject
to specific build-out conditicns, but are subject 1 renewal requirements that are similar to those for our PCS licenses

800 MHz and 900 MHz License Conditions

We hodd licenses for channels in the 800 MHz and 900 MHz bands that are currently used to deploy our :DEN services. Because spectsum in these bands
originally was licensed in small groups of channels, we hotd thousands of these licenses, which together allow us to provide coverage across much of the continental
United States. Qur 800 MHz and 900 MHz licenses are subject to requirgments that we meet population coverage benchmarks tied to the initial ticense grant dates. To
date, we have met all of the construction requirements applicable to these licenses, except in the case of licenses that are not material 1o our business. Our 300 MHz and
900 MHz licenses have ten-year terms, at the end of which each license is subject 10 renewal requirements that are similar to those for our 1.9 GHz licenses.

Spectrum Reconfiguration Obligations

In 2004, the FCC adopted a Report and Order that included new rules regarding interference in the 300 MHz band and a comprehensive plan to reconfigure the
800 MHz band (the “Report and Order”). The Report and Order provides for the exchange of a portion of our 800 MHz FCC spectrum licenses, and requires us 1o fund
the cost incurred by public safety systems and other incumbent licensees to reconfigure the 860 MHz spectrum band. In addition, we received licenses for 10 MHz of
nationwide spectrum in the 1.9 GHz band; however, we were required to relocate and reimbuese the incumbent licensees in this band for their costs of relocation to

another band designated by the FCC. The minimum cash obligation under the Repont and Order is approximately $2.8 billion. We are, however, obligated te pay the full
ameunt of the costs relating to
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the reconfiguration plan, even if those casts exceed $2.8 billion. As required under the terms of the Repart and Order, a letter of eredit has been secured to provide
assurance that funds wili be available to pay the relocation costs of the incumbent users of the 800 Mz spectrum. We submit the qualified 800 MHz relocation costs to
the FCC for review for potential letter of ¢redit reductions on a periodic basis. As a result of these reviews, our Jetter of credit was reduced from $2.5 billior at the star of
the project to $1.3 bidlion in 2010 as approved by the FCC.

Comipletion of the 800 MHz band reconfiguration was initiaily required by June 26, 2008. The FCC continues to grant 800 MHz public safety ficensees
additional time 1o complete their band reconfigurations which, in turn, delays Sprint's access to some of cur 800 MHz replacement channels. Under an Octaber 2608 FCC
Order, March 31, 2010 was the target date for us to begin to relinguish some of our 800 MHz channiels on a region-by-region basis prior 1 receiving all of our FCC-
designated 300 MHz replacement channels. On March 33, 2010, however, the FCC yranted Sprint's request that it delay the March 31, 2010 deadline for ane year until
March 31, 2011 in 21 markets where public safety licensees have not yet moved off mest of Sprint's replacement channels. We have requested an additiona) extension of
she deadline in a small subset of the 21 markets whese public safety licensees have not yet moved off of Sprint’s replacement channels. Accordingly, we will continue to
transition to our 800 MHz replacement channels consistent with public safety licensees' recenfiguration progress. We completed all our of 1.9 GHz incumbent relocation
and reimbursement obligations in the second half of 2010,

New Spectram Opportunities and Spectrum Auctions

Several FCC proccedings and initiatives are underway that may affect the avalability 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 wiseless carriers, including us, in the futuce

911 Services

Pursuant to FCC rules, CMRS providers, including us, are required to provide enhanced 911 (E911) services in a two-tiered manner, Specifically, wireless
carriers are required 10 fransmit to a requesting public safety answering point (PSAP) beth the 911 caller's telephone number and (a} the Jocation of the cell site from
which the call is being made, or (b} the location of the customer's handset using latitude and longitude, depending upon the capability of the PSAP. Implementation of
E911 service must be completed within six months of a PSAP request for service in its area, or tonger, based on the agreement between the individual PSAP and carrier.
As a part of the FCC's approval of the Clearwire transaction, we committed to measure the accuracy of our 911 systems at the county level with certain exceptions. On
November 29, 2010, we notified the FCC that we had met the first of our ESL1 ecation accuracy commitments. We believe we will be able to comply with the final
benchmark by the 2016 deadline.

National Security

Issues involving national sccurity and disaster recavery are likely to continue to receive altention at the FCC, state and Jocal levels, and Congress. A major
focus of the faderal government is cyber security. Congress is expected to take up legislation implementing measures to incréase the security and resiliency of the Nation's
digital infrastructure. We cannot predict the cost impact of such legislation. The FCC has chartered the Communicatians Security, Reliability and Interoperability Council
consisting of communications companies, public safety agencics and non-profit consumer and community organizations io make recommendations to the FCC to ensure
optimal security, reliability, and interoperability of communications systems. We are a member of the council. Tn addition, the FCC and the Federal Emergency
Management Agency/Depariment of Homeland Security are likely to continue to focus on disaster prepared and communications among first respondess. We have
voluntarily agreed to provide wireless emergency alerts over our CDMA network. Under the time line developed by the FCC, the provision of such alests s to begin no
later than April 2012.

Tower Siting

Wirgless systems must comply with various federal, state and local regulapons that govemn the siting, lighting and construction of transmitter towers and
antennas, including requirements imposed by the FCC and the Federal Aviation Administration. FCC rules subject certain cell site locations to extensive zoning,
environmenta) and historic preservation requirements and mandate consultation with varions parties, including Native Americans. The FCC adepted significant changes to
its rules goveming historic preservation review of projects, which makes it more difficult and expensive to deplay antenna facilities. The FCC recently has imposed a
10wer siting “shot clock™ that would require local authorities to address tower applications within a specific timeframe, This may assist carriers in more rapid deployment
of towers. Other changes lo envirenmental pretection and tower construction rules, however, are still possible. To the extent governmental agencies impose additional
requirements on the tower siting pracess, the time and cost to construct cell towers could be negatively impacted.

6




Table of Contents

State and Local Regulation

While the Communications Act generally preempls state and local govemments from regulating enry of, of the rates charged by, wireless carriers, certain stale
PUCs and lacal governments regulate customer billing, termination of service arrangements, advertising, certification of operation, use of handsets when driving, service
quality, sales practices, management of customer call records and protected information and many other areas. Also, some state attorneys general have become more
active in bringing lawsuits Telated 10 the sales practices and services of wireless carfiers. Varying practices among the states may make it more difficult for us to
implement national sales and marketing programs. States also may impose their own universal service support requirements on wireless and other communications
carriers, similar to the contribution requirements that have been established by the FCC, and some states are requiring wireless carmers to help fund the provision of
intrastate relay services for consumers who are hearing impaired. We anticipate that these trends will continue to require us to devete legal and other resources to work
with the states to respond 1o their concerns while atiempting to mimmize any new regulation and enforcement acticns that could increase our costs of deing business.

Regulation and Wireline Operations
Competitive Local Service

The Telecommunications Act of 1996 {Telecem A<1) the first comprehensive update of the Communications Act, was designed to promote competition, and it
eliminated legal and regulatory barriers for entry into local and long distance communications markets. [t also required incumbent local exchange carriers {ILECs) to
altow resale of specified local services a1 wholesale rates, negetiate interconnection agresments, provids nendiscriminatory access 10 certain unbundled nerwork elements
and allow co-location of interconnection equipment by competitors, The sules implementing the Telecom Act remain subject to legal challenges. Thus, the scope of future
local competition remains uncertain. These local competition Tules impact us because we provide wholesale services to cable television companies that wish to compete 1n
the local voice telephony market. Our communications and back-office services enable the cable companies te provide competitive local and long distance telephone
services primanily in a VoIP faormat 1o their end-user customers,

Voice over Internet Protocol

We pffer a growing number of VoIP-based services to business subscribers and transport VolP-originated traffic for various cable companies. The FCC has not
yet resolved the regulatory classification of VoIP services, but continues to consider the reguelatory status of various forms of VoIP. In 2004, the FCC issued an order
finding that one form of VolIP, invelving 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
aceess charges and contributions 1o the universal service fund (USF), In addition, the FCC preempted states from exercising entry and related economic regulation of
interconnected VolP services that requite the use of broadband cennections and specialized customer premises equipment and permit users to terminate calls to and
receive calls fram the public switched telephone network. However, the FCC's ruling did not address specifically whether this form of VoIP is an “information service” ar
a “telecommunications service,” or what regulatory obligations, such as mntercarrier compensation, should apply. Nevertheless, the FCC requires imerconnected VolP
providers to contribute to the federal USF, offer EG11 emergency calling capahbilities to their subscribers, and comply with the electronic surveillance obligations set forth
tn the Communications Assistance for Law Enforcement Act (CALEA). Because we provide VolP services and transport VolP-originated traffic, an FCC ruling on the
regulatory classification of YolP services and the applicability of specific intercarrier compensation rates is likely to affect the cost to provide these serviges; our pricing
of these services; access to numbering resources needed to provide these services; and leng-1erm E911, CALEA and USF cobligations. Continued regulatory uncenainty
over the appropriate intercarrier compensation for interconnected VolP services has led to many disputes between carriers

International Regulation

The wireline services we provide outside the United States are subject 1o the regulatory jurisdiction of foreign governments and international bodies. In general,
this regulation reguires that we obtain licenses for the provision of wireline services ang comply with certain government requirements.

Other Regulations
Network Neutrality

The regulatory status of broadband services has sparked a debate over “net newtrality™ and “open access.” On December 22, 2010, the FCC adopted so-called
net neutrality rules. The order adopts three basic rules for fixed broadband Internet access services: (a) an obligation to provide transparency o consumers regarding
network management practices, pesformance characieristics, and commereial 1erma of service, (1) a prohibition on blocking access to lawful content, applications,
services and devices; and {e} no unreasonable discrimination, The FCC acknowledged, however, that mebile

7




ablg of Contents

broadband is in its early stages of development and 1s rapidly changing. In this environment, the FCC stated that lesser abligations are warranied on mobile providers
Mebile providers must: provide transparency to consumers in the same manner as fixed providers, and not block access to Jawful websites and applications that compete
with the provider's own voice or video telepheny services, The other rules applicable to fixed broadband, including no blecking of other applications, services or devices,
will not apply 1o mobile. Similarly, mobile providers will not be subject to an "unreasonable diserimination” obligation. Since the net neutrality rules applicable 16 mobile
are relatively narrow and because we have deployed open mobile operating platforms on cur devices, such as the Andraid platform created in conjunction with Google
and the Open Handset Alliance, the rules should not adversely affect the operation of our broadband networks or significantly consirain our ability to manage the
networks and protect our users from harm cavsed by other users and devices.

Truth in Billing and Consumer Protection

The FCC's Truth in Billing rules generally require both wireline and wireless telecommunications carriers, such as us, to pravide full and fair disclosure of all
charges on their bills, including brief, clear, and non-misleading plain language descriptions of the services provided. In response 1¢ a petition from the Naticnal
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. This decision was overturbed by the 11th Circuit Court of Appeals and the Supreme Court denitd further appeal. As a consequence, states may attempt to impose
varicys regulations on the billing practices of wir¢less carriers, 1n addition, the FCC has opened a new proceeding to address issues of censumer protection, including the
use of early termination fees, and appropriate state and federal roles. If this proceeding or individual state proceedings create changes in the Truth in Billing rules, our
billing and customer service costs could increase.

Access Charge Reform

ILECs and competitive local exchange carriers (CLECs) impose access charges for the origination and terrnination of long distance ¢alls upon wireless and long
distange carriers, ingluding our Wireless and Wireline segments. Also, interconnected local earriers, including our Wireless segment, pay to each other reciprocal
compensation fees for terminating interconnected local calls. In addition, ILECs and CLECs impese special access charges for their provision of dedicated facilities to
other carriers, including both our Wireless and Wireline segments. These fees and charges are a significant cost for cur Wireless and Wireline segments. There are
angoing proceedings at the FCC related to aceess charges and special aceess rates, which could impact our costs for these services and the FOC has released recently a
further Public Notice addressing special access charges. We cannot predict when these proceedings will be completed.

Several [LECs have sought and recsived forbearance from FCC regulation of ¢ertain enterprise broadband services. Specifically, the FCC granted forbearance
o AT&T, ACS Anchorage, CenturyLink {formerly Embarg}, Frantier and Citizens from price regulation of their non-time division multiplexing (TDM) based high-
capacity special aceess services. Furthermore, in 2007, the U.8. Court of Appeals for the District of Columbia found that Verizon was “deemed granted” forbearance from
the same rules when the FCC deadlocked on its similar forbearance petition, and that the “deemed grant” was unreviewable by the Court. Qur request for en banc review
was denied. The appeat of the FCC's rylings with respect to AT&T, Citizens, Frontier and CenturyLink was denied. These dercgulatory actions by the FCC could enable
the [ILECs to raise their special access prices

The FCC gurrently is considering measures to address “traffic pumping” by local exchange carriers (LECs} predominantly in rural exchanges, that have very
high access charges. Under traffic pumping arrangements, the LECs partner with other entities to offer “free” or almost free services (such as conference calling and chay
lines) to end users; these services (and payments to the LECs' partners) are financed through the assessment of high access charges on the end user's long distance or
wireless carrier. Because of the peculiarities of the FCC's access rate rules for small rural carriers, these LECs are allowed to base their rates on low historic demand levels
rather than the vastly higher “pumped” demnand levels, which enables the LEC to earn windfal! profits. The FCC is considering the legality of traffic pwmping
arrangements as well as rule changes to ensure that rates charged by LECs experigncing substantial increases in demand volumes are just and reasonable. As a major
wireless and wireline carrier, we have been assessed millions of dollars in access charges for “pumped”™ wraffic. Adaption by the FOC of measures to limit the windfall
profits associated with traffic pumping would have a direct baneficial impact en us resolving outstanding disputes associated with such matters. Positive decisions against
several LECs and their traffic pumping partners in U S. district courts and before the [owa Utilitics Beard and the FCC have not resulted in a significant decrease in this
activity.
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Universal Service Reform

Communications carriers contaibute to and receive support from various universal service funds established by the FCC and many states. The federal USF
program funds services provided in high-cost areas, reduced-rate services to low-income consumers, and discounted ¢ommunications and Intemet services fior schools,
libraries and rural health care facilities, The USF is funded from assessments on communicatiens providers, including our Wireless and Wireline segments, based on
FCC-prescribed contribution factors applicable to our interstate and international end-user revenues from telecommunications services and interconnected VoIP services.
Similarly, many states have established their own universal service funds to which we contribute. The FCC is considering changing its USF contribution methodology,
and may replace the interstate telecommunications revenue-based assessment with one based on either connections (1¢lephone numbers or connections to the public
network) or by expanding the revenue base to include data revenues, The latter appreach in particular could impact the ameunt of our assessments. The FCC is expected
o issue a notice of proposed nilemaking on USF reform in the near future, but final action on the contnbution methodology does not seem imminent (within next 6
months). As permitted, we assess subscribers a fee to recover cur USF contributions.

In 2010, Sprint received approximaiely $47 million in high-cost USF support in 25 jurisdictions as an Eligible Telecommunications Carrier (ETC). Pursuant to
the FCC order authorizing the Clearwire transaction, Sprint is required to phase cut its high-cest USF support to zere by 2013, and that process is curseéntly being
implemented on a state-by-state basis.

Virgin Mobile is now designated as a Lifeline-only ETC in 22 jurisdictions, providing service under our Assurance Wireless brand, and has ETC applications
pending or planned in other jurisdictions as well Virgin Mobile's Federal Lifeling USF receipts are anticipated to increase substantially in 2011,

The FCC also is considering implementation of new broadband universal service funds which may eventually replace the existing high-cost voice-centric USF.
Although timing on the new broadband fund is unclear, Sprint will evaluate the relative costs and benefits of requesting support from these new funds when they become
available.

Electronic Surveillance Obligations

The CALEA requires telecommunications carriers, including us, to modify equipment, facilities and services to allow for authorized electronic surveillance
based on enher industry or FCC standards. Our CALEA obligations have been extended to data and VoIP networks, and we are in compliance with these requirements.
Certain laws and regulations require that we assist various government agencies with electronic surveillance of communications and records concerning those
communications, We are a defendant in four purported ¢lass action Jawsuits that allege that we participated in a program of intelligence gathering activities for the federal
government following the 1errorist attacks of September 11, 2001 that viclated federal and state law. Relief sought in these cases includes injunctive relief, statutory and
punitive damages, and atierneys' fees. We believe these suits have ho merit, and they were dismissed by the district ¢ourt. The plaintiffs’ appeal to the US Court of
Appeals for the Ninth Circuit is pending. We do not disclose customer informalicn to the government or assist government agencies in electronic surveilfance unless we
have been provided a lawful request for such information.

Environmental Compliance

Qur gnvirpnmental compliance and remediation obligations relale primarily to the operation of siandby power generators, bateries and fuet storage for our
telecommunications equipment. These obligations require compliance with sterage and related standards, obtaining of permits and c¢casional remediation. Although we
cannot assess with certainty the impact of any future compliance and remediation obligations, we do not believe that any such expenditures will have a material adverse
effect an our financial condition or resuits of operations.

We have identified seven former manufactured gas plant sites in Nebraska, not currently owned or operated by ug, that may have been owned or operated by
entiti#s acquired by Ceneel Corporation, formerly a subsidiary of ours and now & subsidiary of CenturyLink. We and CenturyLink have agreed te share the envirehmental
liabilities arising from these former manufactured gas plant sites. Three of the sites are pant of ongoing settlement negotiations and administrative censent crders with the
Environmenta! Protection Agency {(EPA}). Two of the sites have had initial site assessments conducted by the Nebraska Department of Environmental Quality (NDEQ) but
no regulatory actions have followed. The two remaining sites have had no regulatory action by the EPA or the NDEQ. Centel has entered in1e agreements wath other
potentially responsible parties to share costs in connection with five of the s¢ven sites. We are working to assess the scepe and nature of this responsibility, wiich is not
expected to be material,

Patents, Trademarks and Licenses

W own numerous patents, patent applications, service marks, trademarks and other intellectual property in the United States and other countries, including
“Sprint”,” “Nextel”,” “Direct Cormect”,” and “Boost Mobile®” Our services often use the intellectual property of others, such as licensed software, and we often license
copyrights, patents and trademarks of others, like “Virgin Mobile”” In total, these licenses and our copyrights, patents, trademasks and service marks are of material
importance 10 the business. Generally, our trademarks and service marks endure and are enforceable so long as they continue to be used. Our patents and licensed patents
have remaining terms generally ranging from one to 19 years
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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 third parties from whom we license or purchase goods or services, 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 10 pay significant damages or stop selling certain products or services of stop using cerain trademarks. We, or third parties frem whom we
license ar purchase goods or services, also could enter into licenses with unfavorable terms, including royalty payments, which could adversely affect our business

Employee Relations
As of December 31, 2010, we employed approximately 40,000 personnel.

Access io Pablic Filings and Board Commiitee Charters

Important information is routinely posted on our website at www.sprint.com. Information contained on the website is not part of this annual report. Public
access is provided 1o our annual reports on Porm 10-K, quarterly reports en Form 10-Q, curzent reports on Form B-K, and amendments to these reports filed with the
Securities and Exchange Commission (SEC) under the Securities Exchange Act of 1934, These documents may be accessed free of charge on our website at the following
address: hitp:/investors.sprint.com. These documents are available as soon as reasonably practicable after filing with the SEC and may alsc be found at the SEC's website
at WwW.SEC. gov.,

Public access is provided to our Code of Ethics, entitled the Sprint Nextel Code of Conduct, cur Corporate Governance Guidelines and the charters of the
following committees of our board of directors: the Audit Committee, the Compensation Commttce, the Executive Committee, the Finance Committee, and the
Nominating and Corporate Governance Committee. The Code of Conduct, corporate governance guidelines and committee charters may be accessed free of charge on our
website at the following address: www.sprint.com/governance. Capies of any of these documents can be obtained free of charge by writing to: Sprint Nextel Shareholder
Relations, 6200 Sprint Parkway, Mailsiop KSOPHF0302-3B424, Overland Park, Kansas 66231 or by email at shareholder.relations@sprint.com. 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 er
executive officer, a notice of such action will be posted on our website at the following address: www.sprint.com/governance. Only the Audit Committee may consider a
waiver of the Code of Conduct for an executive officer or director,

[tem 1A, Risk Faclors

th addition to the other information contained in this Form 10-K, the following risk factors should be considered carefully in evaluating us. Our business,
financaal condition, liquidity or results of operations could be materially adversely affecied by any of these rsks.

If we are not able 1o atiract and retnin wireless subscribers, our financial performance will be impaired.

We are in the business of selling communications services to subscribers, and our economic success is based on our ability to attract new subscribers and retain
current subscribers. 1f we are unable 1o attract and retain wireless subscribers, our financial performance will be impaired, and we could fail to meet our financial
chligations, which could result in several outcomes, including controlling investments by third parties, 1akeover bids, hiquidation of assets or insolvency. Beginning in
2008 through 2010, we experienced decreases in our total retail postpaid subscriber base of approximately 8.5 million subscribers (excluding the impact of our 2609
acquisitions), while our two largest competitors increased their subscribers. Tn addition, our average postpaid chum rate was 1.95% and 2.15% for the years ended
December 3§, 2010 and 2009, respectively, while our two largest comnpetitors had churn rates that were substantially lower. Although we have begun to see a reduction in
our net loss of posipaid subscribers, if this trend does not continue our financial condition, results of operations and hquidity coitld be materially adversely affected.
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Our ability to compete successfully for new subseribers and 10 retain our existing subseribers and reduce our rate of churn depends on:

+  our successful execution of marketing and sales strategies, including the acceptance of our value proposition; service delivery and customer care
activities, including new account set up and billing; and our credit and collection policies;

+  Clearwire's ability to successfully obtain additional financing for the continued buiid-out of its 4G network;

*  The successful deployment and completion of our network modernization plan, Network Vision, including a multi-mode network infrastructure and
CDMA push-to-talk capabilihes of comparable quality to our existing iDEN push-to-talk capabilities;

= actual or perceived quality and coverage of our netwarks, including Clearwire's 4G network;
= public perception about our brands,
= our ability to anticipate and develop new or enhanced technolcgies, preducts and services that are altractive 10 ¢xisting or potential subscribers;

+  aur ability to anticipate and respond to various competitive factors affecting the industry, including new technologies, products and services that may be
intreduced by our competitors, changes in consurner preferences, demographic trends, economic conditions, and discount pricing and other strategies that
may be implemented by our competitors; and

«  our ability to enter intc arrangements with MVNOs

Until recently, our efforts to atiract new posipaid subscribers and reduce chumn had not been successful. The net less of postpaid subscribers in 2009 and 2010
can be expected to cause wireless service revenue in 2011 to be approximately $2.4 billion lower than it would have been had those subscribers not been lost. Our ability
to retain subseribers may alse be negatively affected by industry trends related to subscriber contracts. For example, we and our competitors no longer require subscribers
to renew their contracts when making changes to their pricing plans. These types of changes could negatively affect our ability to retain subseribers and could lead to an
increase in our churn rates if we are not successful in providing an attractive product and service mix.

We expect 10 incur expenses to attract new subscribers, improve subscriber retenticn and reduce chum, but there can be no assurance that our ¢fforts will result
ir new subscribers or a lower rate of subscriber churn. Subscriber losses and a high rate of churn adversely affect our business, financial condition and results of
eperations because they result in lost revenues and cash flow. Although attracting new subscribers and retention of existing subscribers are important to the financial
viability of our business, there is an added focus on retention because the cost of adding a new subscriber is higher than the cost associated with retention of an existing
subscriber.

As the wireless market mutures, we muist increasingly seck to attract subscribers from competitors and face increased credit risk from new posipaid wireless
subscribers.

We and our competitars increasingly must seek to attract a greater proportion of new subscribers from each other's existing subscriber bases rather than from
first-time purchasers of wireless services. Beginning in 2008 through 2010, we experienced decreases in our total retail subscriber base of approximately 8.5 million
postpaid subscribers (excluding the impact of our 2005 acquisitions), while our two fargest competitors increased their subscribers.

In addition, the higher market penetration also means that subscribers purchasing postpaid wireless services for the first time, on average, have a lower credit
score than existing wireless users, and the aumber of these subscribers we are willing 1o accept is dependent on our credit policies. To the extent we cannot compete
effectively for new subscribers, our revenues and results of operations will be adversely affected.

Competition and technological changes in the market for wireless services could negatively uffect our average revenue per subscriber, subscriber churn, operating
costs and our ability to atiract new subscribers, resulting in adverse effects on our revenues, future cush flows, growth and profitability.

‘We compete with a number of other wireless service providers in each of the markets in which we provide wireless services, and we expect competition to
increase as additional spectrum is made available for commercial wireless services and as new technologies are developed and jaunched. As competition among wireless
communications providers has increased, we have created pricing plans that have resulted in declining average revenue per subscriber for voice and data services.
Competition in pricing and service and product offerings may also adversely impact subscriber retention and our ability to attract new subscribers, with adverse effects on
our resilts of operations. A decline in the average revenue per subscriber coupled with a decling in the number of subscribers would negatively impact our revenues,
future cash flows, grawth and overall profitability, which, in tumn, could impact our ability to meet our financial obligatiens.
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The wireless communications industry is experiencing significant technological change, including improvements in the capacity and qualiry of digital
technelogy and the deployment of unlicensed spectrum devices. This change causes uncertainty about future subscriber demand for our wireless services and the prices
that we will be able to charge for these services. Spending by our competitors en new wireless services and netwerk improvements could enable our competitors te abtain
a competitive advantage with new technologies or enhancements that we do not offer. Rapid change in technology may lead to the development of wireless
communications technologies, products or alternative services that are superior to cur technologies, preducts,or services or that consumers prefer over ours. If we are
unable to meet future advances in competing technologies on a limely basis, or at an acceptable cost, we may not be able 1o compete effectively and could lose subscribers
10 our competitors.

Mergers or other business combinations invelving our competitors and new entrants, including new wholesale relationships, beginning to offer wireless services
may also continue 10 increase competition. These wireless operators may be able to offer subscribers network features or products and services not offered by us, coverage
in areas not served by either of our wareless networks or pricing plans that are lower than those offered by us, all of which would negatively affect our average revenue per
subscriber, subscriber churn, ability to attract new subscribers, and operating costs. For example, AT&T, Verizon and T-Mobile now offer competitive wireless services
packaged with local and long distance voice and high-speed Internet services, and flat rate voice and data plans. Our prepaid services compete with several regional
carriers, including Metro PCS and Leap Wireless, which offer competitively-priced prepaid calling plans that include unlimited local calling. In addition, we may lose
subscribers of our higher priced plans to our prepaid offerings.

Several wireless equipment vendors, including Moterola, which supplies equipment for our push-to-talk services, have begun to offer wireless equipment that is
capable of previding push-to-talk services that are designed to compete with our current push-to-talk services. Several of our competitors have introduced devices that are
capable of providing push-to-talk services. We announced a major network modernization plan in December 2010, Network Vision, one component of Network Vision is
the deployment of push-to-tatk technology through the use of multi-modal technology on a single integrated network. If our efforts to deploy such technology are not
achieved, we may not be able to successfully compete for such services. See “The success of cur network modernization plan, Network Vision, will depend on the timing,
extent and cost of implementation; the performance of third-parties; upgrade requirements; and the availability and reliability of the various technologies required to
provide such modemization.”

The success of our network modernization plan, Network Vision, will depend on the timing, extent and cost of implementation; the performance of third-parties;
upgrade requir ; and the availability and refiability of the various technologies required to provide such modernization

We are implementing Network Vision, which is a multi-year initiative intended to reduce operating costs and provide customers with an anhanced network
experience by improving veice quality and faster data speeds, while creating netwerk flexibility and improving environmental sustainability. The focus of the plan is on
upgrading the existing Sprint networks and providing flexibility for new 4G technelogies. 1f Network Vision does not provide an enhanced network experience or 1s
unable te previde CDMA push-to-talk capabilities of comparabie quality to our existing iDEN push-to-talk capabilities, our ability to provide enhanced wireless services
to our customers, to retain and attract customers, and to maintain and grow our cusiomer revenues could be adversely affectad.

Using a new and sophisticated technelogy on a very large scale entails risks. Should implementation of cur upgraded network be delayed ar costs exceed
expected amounts, our margins would be adversely affected and such effects could be material. Should the delivery of services expected to be deployed on our upgraded
network be delayed due to technological eonstraints, performance of third-party suppliers, or other reasons, the cost of providing such services could become higher than
¢xpected, which could result in higher costs to customers, potentizlly resulting in decisions to purchase services from our competitors adversely affecting our revenues,
prafitability and cash flow from cperations

Failure to complete development, testing and deployment of new technology that supports new services could affect our ability to compete in the industry. The
depluy of mew technology and new service offerings could result in network degradution or the loss of subscribers. In addition, the technology we use, i
WiMAX, may place ux ut & competitive disadvantage.

By i

We develop, tes1 and deploy various new technologies and support systems intended 1o enhance our competitiveness by both supporting new services and
featyres and reducing the costs associated with providing those services. Successful development and implementation of technclogy upgrades depend, in part, on the
willingness of third parties to develop new applications or devices in a timely manner. We may not successfully complete the development and rollout of new technology
and related features or services in a imely manner, and they may not be widely accepted by our subscribers or may not be profitable, in which case we could not recover
our investment in the technology. Deployment of technology supporting new service offerings may also adversely affect the performance or reliability of our networks
with respect to both the new and existing services and may require us to take action like curtailing new subscribers in certain markets. Any resulting subscriber
dissatisfaction could affect our ability to retain subscribers and have an adverse effect on cur results of operations and growth
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Qur wireless networks provide services utilizing CDMA and iDEN technologies. Wireless subscribers served by these two technologies represent a smaller
portion of glebal wireless subscribers than the subscribers served by wireless networks that utilize Global System for Mobile Communications {GSM}) technalogy. As a
result, our costs with respect to both CDMA and iDEN netwerk equipment and devices may continue to be higher than the comparable costs incurred by our competitors
who use GSM technolegy, which places us at a competitive disadvantage

We have expended significant resources and made substantial investments to deploy a 4G mobile broadband network through Clearwire using WiMAX
technology. WiMAX may not perform as we expect, and, therefore, we may not be able to deliver the quality or types of services we expect. Other competing
technologies, including other 4G or subsequent 1echnologies such as LTE, that may have advantages over WiIMAX are being developed, and cperators of other networks
based on those competing technologies may be able to deploy these alternative technolegies at a lower cost and more quickly than the cost and speed with which
Clearwire deploys its 4G network providing 4G MVNO services to Sprint, which may allow those operators to compete mare effectively or may require us and Clearwire
1o deploy such technologies. These risks could reduce our subscriber growth, increase our cosis of providing services or increase our churn,

We entered into agreements in 2008 with Clearwire to integrate our former 4G wireless broadband business with theirs. See “Risks Related to our Invesiment in
Clearwire” below for additional risks related to our investment in Clearwire and the deployment of 4G.

Current economic conditions, our recent financial performunce and our debt ratings could negatively impact aur access to the capital markets resulting in lesy growth
than planned or failure to satisfy financial covenants under our existing debt agreements. Moreover, Clearwire may be considered a subsidiary under certain
agreements relating to our indebtedness.

Although we do not believe we will require additional capital to make the capital and operating expenditures necessary to implement our business plans or to
satisfy our debt service requirements for the next few years, we may need to incur additional debt in the future for a variety of reasons, including future investments or
acquisitions. Qur abality to amvange additional financing will depend on, among cther factors, our financial performance, debt ratings, general economic conditions and
prevailing market conditions. Some of these factors are beyond our control, and we may not be able to amange additional financing on terms acceptable to us, or at all.
Failure to obtain suitable financing when needed could, amang other things, result in our inability 16 continue 10 expand aur businesses and meet competitive challenges
Our debt ratings could be downgraded if we incur significant additional indebtedness, or if we do not generate sufficient cash from our operations, which would likely
increase our future borrowing costs and could affect our ability 1o access capital.

Our eredit facility, which expires in October 2013, requires that we maintain a ratio of 1otal indebtedness to trailing four quarters earnings before interest, {axes,
depreciation and amontization and other non-cash gains or losses, such as goodwill impairment charges, of no more than 4.5 to 1.0. The ratio will be reduced to 4.25 t0 1.0
beginning in April 20)2, and further reduced to 4.0 to 1.0 in January 2313 As of December 31, 2010, the ratio was 3.7 o 1.0. If we do not continye to satisfy this ratio,
we will be in default under our credit facility, which could wrigger defaults under our other debt obligations, which in tuen could result in the maturities of certain debt
obligations being aceelerated. Certain indentures governing our notes limit, ameng other things, our ability to incur additional debt, pay dividends, create liens and sell,
transfer, lease or dispose of assets.

As of December 31, 2010, we own a 54% ecenomic interest tn Clearwire. As a result, Clearwire could be considered a subsidiary under certain agreements
relating to our indebtedness. Whether Clearwire could be considered a subsidiary under cur debt agreements is subject to interpretation. In December 2010, as a result of
an amendment to the Clearwire equityholders' agreement, Sprint obtained the right to unilaterally surrender voting securities to reduce its voting secunty percentage
below 50%, which could eliminate the potential for Clearwire to be considered a subsidiary of Sprint. Uniil Sprint exercises this right, certain actions or defaults by
Clearwire would, if viewed as a subsidiary, result in a breach of covenants, including potential cross-default provisions, under certain agreements relating to cur
indebtedness

The trading price of our common stack has been and puy continue to be volatile and muay not reflect our actual operations and performance.

Market and industry factors may seriously harm the market price of our common stock, regardless of our actual operations and performance. Stock price
volatility and sustained decreases in gur share price could subject our sharehalders to losses and us to takeover bids or lead to action by the NYSE. The trading price cf
our common stock has been, and may continue to be, subject to fluctuations in price in response to various factors, some of which are beyond our control, including, but
not limited to:

+  quarterly announcements and variations in our results of operations or those of our competitors, either alone or in comparison to analysts expectations,
including announcermnents of subseriber counts and rates of churn that would result tn downward pressure on our stock price;

« the availability or perceived availability of additional capital and market perceptions relating to our access ta this capital;
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*  seasonality or other vanations in our subscriber base, including our rate of churn;

+ anmouncements by us or our competitors of acquisitions, new products, technelogies, significant contracts, commercial relationships or capital
commitments;

»  the performance of Clearwire and Clearwire's Class A common stock or speculation about the possibility of future actions we or other significant
sharehelders may take in connection with Clearwire,

+  disruption to our operations or those of other companies critical to cur network operations;

»  announcements by us regarding the entering into, or termination of, material (rangactions,

= our ability to develop and market new and enhanced technologies, products and services on a timely basis, including our 4G network;

+  recommendations by securities analysts or changes in estimales congeming us;

= the incurrence of additenal debt, dilutive issuances of our stock, short sales or hedging of, and cther dertvative transactions in our common stock;
«  any major change in cur board of directors or management;

= litigation,

= changes in governmental regulations or approvals; and

*  perceptions of general market conditions in the technolegy and communications industries, the UJ.8. economy and global market conditions

G lidation and competition in the wholesale market for wireline services, as well as ¢ lidation af our roaming purtners and access providers used for wireless
services, conld adversely affect our revenues and profitability.

Our Wiretine segment competes with AT&T, Verizon, Qwest Communications, Level 3 Communications Inc., other major local incumbent operating
companies, and cable operators, as well as a host of smaller competitors, in the provision of wireline services. Some of these companies have high-capacaty, [P-based
fiber-cptic networks capable of supporting large amounts of voice and data traffic. Some of these companies claim certain cest structure advantages that, among other
factors, may allow them to offer services at a price below that which we can offer profitably. In addition, consolidation by these companies could lead to fewer companies
controlting access to more cell sites, enabling them to control usage and rates, which could negatively affect our revenues and profitability.

We provide wholesale services under long term contracts 10 cable televigion aperators which enable these operators te provide consumer and business digital
telephong services. These contracts may not be renewed as they expire, generally in the time period between 2011 and 2013. Increased competition and the significant
increase in capacity resuliing from new technologies and networks may drive already low prices down further. AT&T and Verizon continue to be our two largest
competitors in the domestic long distance communications marker. We and other long distance carriers depend heavily on locat access facilities obtained from ILECs to
serve our long distance subseribers, and payments to ILECs for these facilities are a significant cost of service for our Wireline segment. The long distance operations of
AT&T and Venzon have cost and operational advantages with respect 1o these access facilities because these carniers serve significant geographic areas, including many
large urban areas, as the incumbent local carrier.

In addition, our Wireless segment could be adversely affected by changes in rates and access fees that result frem consolidation of our roaming partners and
access providers, which could negatively affect our revenues and profitability .

The blurring of the traditional dividing lines among long distunce, local, wireless, video and Internet services contribute to increused competition.
The traditional dividing tings among long distance, local, wireless, video and Internet services are increasingly becoming blurred, Thaough mergers, joint
ventures and various service expansion strategies, major providers are striving to provide integrated services in many of the markets we serve. This trend is also reflected

in ¢t in the latory envir it that have encouraged competition and the offering of integrated services.

We expect competition to intensify across all of our business segments as a result of the entrance of new competitors or the expansion of services offered by
existing competitors, and the rapid development of new technologies, products and services. We cannct predict which of many pessible future technologies, products, or
services will be important to maintain our competitive position or what expenditures we will be required to make in order to develep and provide these technelogies,
preducts or services, To the extent we do not keep pace with technological advances or fail to timely respond to changes in the competitive environment affecting our
industry, we could lose market share or experience a decline in revenue, cash flows and net income. As a result of the financial strength and benefits of scale enjoyed by
some of our competitors, they may be able to offer services at lower prices than we can, thereby adversely affecting our revenues, growth and prefitability
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If we are unable to continue to improve our resuits of operations, we fuce the passibility of addifional charges for impairments of long-lived or indefinite-lived aysets,
Further, our fulire operating reswlts will be impacted by our share of Clearwire's net loss or net income, which during this period of their network build-out will
likely negatively affect our results of eperations. The carrying vaiue of owr investment in Clearwire may be subject to impairment.

We review our wireless and wireline long-lived assets for impairment when changes in circumstances indicate that the book amount may not be recoverable. If
we are unable to continue to improve our results of cperations and cash flows, a review could lead to a material impairment in our consolidated financial statements. In
addition, if we ¢entinue to have challenges retaining subscribers and as we continue to assess the impact of rebanding the iDEN network, management may conclude in
future periods that certain CDMA and iDEN assets will never be either depleyed or redeplayed, in which case cash and non-cash charges that couid be material to our
consolidated financial statements would be recognized.

We account for our investment in Clearwire using the equity method of accounting and, as a result, we record our share of Clearwire's net income or net loss,
which cculd adversely affect our consclidated results of aperations. Clearwire disclosed it would be required 1o raise addinoenal capital in the near term tn order o
continug it3 current operations, and that as of September 39, 2010, there was substantial doubt about its ability to continue as a going concern. In December 2010,
Clearwire successfully raised $1.4 billion in debt financing. As a result of this action, as of December 31, 2010, Clearwire no longer reported substantial doubt about i1s
ability to continue as a going concern. Clearwire's ability, however, 1o raise sufficient additional capital in the long-term on acceptable terms, or at all, remains uncentain
Clearwire’s inability to obtain sufficient additional funding to continue its current operations may have an adverse effect on its estimated fair value based, in part, on its
publicly quoted stock price. A decling in the value of Clearwire may requite Sprint te evaluare the decling in relation to Sprint's carrying value of i1 invesument in
Clearwire. A conelugion by Sprint that a decling in the valug of Clearwire is other than temperary could result in a material impairment in our consolidated financial
statements.

If Motorola is unable or unwilling to provide us with equipment and devices in support of our IREN-based services, as well as improvements, owr aperations will be
adversely affected.

Motorola is our sole source for all of the devices we offer under the Nextel brand, except BlackBerry devices. Aithough our handset supply agreement with
Motorola is structured to provide competitively-priced devices, the cost of iDEN devices is generally higher than devices that do not incerporate a similar multi-function
capability. This difference may make it more difficult or costly for us to offer devices a1 prices thal are attractive to potential subscribars. 1n addition, the higher cost of
IDEN devices requires us 10 absorb a larger part of the cost of offering devices to new and exist:ng subscribers, which may reduce our growth and profitability. Also, we
must rely on Motorela to develop devices capable of supporting the features and services we offer 10 subscribers of services on our IDEN network and 1o provide
maintenance and support for our iDEN-based infrastructure. A decision by Motorola te discontinue, or the inability of either company to continue manufacturing,
maintaining or supporting our IDEN-based infrastructure and devices could have a material adverse effect on us. Further, our ability 10 complete the spectrum
reconfiguration plan in connection with the FCC's Report and Order is dependent, in part, on Matorola.

We have entered inte agreements with unrelated parties for certain business operations. Any difficulties experienced in these arrangements cowld result in additional
expense, loss of subscribers and revenue, interruption of our services or a delay in the roll-out of new technology.

We have entered inte agreements with unrelated parties for the day-te-day execution of services, provisianing and maintenance for our CDMA, iDEN and
wireline networks, for the implementation of Network Vision, and for the development and maintenance of certain software systems necessary for the operation of our
business. We also have agresmems with unretared parties 10 provide customer service and related support to our wirgless subscribers and oulscurced aspects of cur
wireline network and back office functions to unrelated parties. In addition, we have sublease agreements with unrelated parties for space on communications towers. As a
result, we must rely on unrelated parties to perform certain of our operations and, in certain circumstances, interface with our subscribers. If these unrelated parties were
unable to perform to our requirements, we would have 10 pursue alternative strategies to provide these services and that could result in delays, interruptions, additional
expenses and loss of subscribers,

The products and services utilized by us ard our suppliers und service providers muy infringe un inteflectual property rights owned by others.

Some of our products and services use intellectual property that we own, We also purchase products from suppliers, including device suppliers, and outsource
services Lo service providers, including billing and customer care functions, that incorporate or utilize intellectual property. We and serne of our suppliers and setvice
providers have received, and may receive in the future, assertions and claims from third parties that the products or software unlized by us or our suppliers and service
providers infringe on the pments or other intellectual property rights of these third parties. These claims could require us or an infringing supplier or service provider to
¢ease certain activities or to cease selling the relevant preducts and services. These claims and assertions also could subject us to cestly lingation and significant liabilities
for damages or royalty payments, or require us to cease certain activities or to cease selling certain products and services
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For example, we cbtain some of our CDMA handsets from HTC Corp. Apple Inc. has filed an action with the Intenational Trade Commission (ITC} and with
& District Courts accusing HT'C of patent infringement. HTC has filed an action against Apple with the ITC accusing Apple of infringing HTC patents. Apple's claims
against HTC, if successful, could require us to cease providing certain products.

Government regulation could adversely affect our prospects and reswlts of operations; the FCC und state regulatory commissions muy adopt new regulufions or tuke
other actions that could adversely affect our business prospects, future growth or results of operations.

The FCC and other federal, state and local, as well as intemational, governmental authorities bave jurisdiction over our business and could adept regulations or
take other actions that would adversely affect our business prospects or results of operations,

The licensing, construction, operation, sale and interconnection arrangements of wireless telecommunicabens systems are regulated by the FCC and, depending
on the jurisdiction, international, state and loca! regulatory agencies. In particular, the FCC impeses significant regulation on licensees of wireless spectrum with respect
1o how radio spectrum is used by hicensees, the nature of the services that ligensees may offer and how the services may be offered, and resolution of issues of interference
between spectrum bands.

The FCC grants wireless licenses for terms of generally ten years that are subject to renewal and revocation. There is no guarantee that our licenses will be
renewed. Failure to comply with FCC requirements in a given license area could result in revocation of the license for that license area

Depending on their outcome, the FCC's proceedings regarding regulation of special aceess rates could affect the rates paid by our Wireless and Wireline
segments for special access services in the future. Similarly, depending on their cutcome, the FCC's proceedings on the regulatory classificanen of VolP sarvices could
affect the intercarrier compensation rates and the level of USF contributions paid by us.

Various states are considering regulations over terms and conditions of service, including certain billing practices and consumer-related issues thar may not be
pre-empted by federal law. If imposed, these regulations could make it more difficult and expensive to implement national sales and marketing programs and could
increase the costs of our wireless operations.

Dagradation in network performance caused by compliance with government regulation, loss of spectrum or additional rules associated with the use of
spectrum in any market could result in an inability to attract new subscribers or higher subscriber churn in that market, which could adversely affect our revenues and
results of operations. In addition, addisional costs or fees imposed by governmental regulation could adversely affect our revenues, future growth and results of operations.

Proposed regulatory developments regarding the use of “conflict” minerals mined from the Democratic Republic of Congo and adjoining countries could affect
the sourcing and availability of minerals used in the manufacture of certain products, including handsets. Although we do not buy raw materials, manufacture, or produce
any electronic equipment directly, the proposed regulation may affect some of our suppliers. As a result, there may oaly be a limited pool of suppliers who provide
conflict free metals, and we cannot assure you that we will be able ta obtain products in sufficient quantities or at competitive prices. Also, because cur supply chain is
complex, we may face reputational challenges with our customers and other stakeholders if we are unable to sufficiently verify the origins for all metals used in the
products that we sell.

If vur business partners and subscribers fuil to meer their contractual obligutions it could negatively affect our resuits of operations.

The current economic environment has made it difficult for businesses and consumers to obtain credit, which could cause our suppliers, distributors and
subscribers to have problems meeting their contractual obligations with us. If our suppliers are unable to fulfill our orders or meet their contractual obligations with us, we
may nol have the services or devices available to meet the needs of our current and future subscribers, which could cause us to lose current and potential subscribers to
cther carriers. In addition, if our distributors are unable to stay in business, we could lose distribution points, which could negatively affect cur business and results of
operations. Finally, if our subscribers are unable to pay their bills or potential subscribers feel they are unable to take en addit:onal financial obligaticns, they may be
forced 10 forgo our services, which could negatively affect our results of cperations.

Qur business could be negatively impacied by security threats and other disruptions.

Major equipment failures, natural disasters, including severe weather, terrorist acts, cyber attacks or other breaches of network or information technology
security that affect our wireline and wireless networks, including transport facilities, communications switches, routers, microwave links, cell sites or other equipment or
third-party owned local and long-distance networks on which we rely, could have a material adverse effect on our operanons. These events could disrupt our operations,

require significant resources, result in a loss of subscribers or impair our ability 10 attract new subscribers, which in tum could have a material adverse effect an our
business, results of operations and financial condition
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Concerns about health risks associated with wireless equipment may reduce the demand for our services.

Portable communications devices have been alleged 1o pese health risks, including cancer, due to radio frequency emissions from these devices. Purported class
actions and other lawsusts have been filed against numerous wireless carriers, including us, seeking not only damages but also remedies that could increase our cost of
doing business. We canaat be sure of the outcome of thase cases or that our business and financial cendition will not be adversely affected by litigation of this nature or
public perception about healsh risks. The actual or perceived risk of mobile communications devices could adversely affect us through a reduction in subscribers, reduced
network usage per subscriber or reduced financing available to the mobile communications industry. Further research and studies are ongoing, and we cannot guarantee
that additional studies will not demonstrate a link between radio frequency emissions and health concems.

Risks Related to our Investment in Clearwire

We are a majority shareholder of Clearwire, a term we use to refer (o the consolidated entity of Clearwire Corporation and its subsidiary Clearwire
Communications LLC. Under this section, we have included certain important risk faciors with respeci to our invesiment in Clearwire. For more discussion of Clearwire
and the risks affecting Clearwire, you should refer to Clearwire's annual report on Farm 16-K for the year ended December 31, 2010,

Qur investment in Clearwire expases us to risks because we do nof control the board, determine the strategies, manage operations or control management, including
decisions relating to the build-out and operation of a 4G network, and the value of our investment in Clearwire or our financial performance may be adversely
affected by decisions made by Clearwire or other large investors in Clearwire that are adverse to our interests.

Although we have the ability to nominate seven of Clearwire's 13 directors, at least one of our neminees must be an independent directar. Thus, we do not
conzrol the board, and we do not manage the operations of Clearwire or control management. Clearwire has a group of investors that have been provided with
representation on Clearwire's board eof directors. These investors may have nterests that diverge from ours or Clearwire's. Differences in views among the large investors
could result in delayed decisions by Clearwire's board of directors or failure to agree on major issues. Any differences in our views or problems with respect to the
aperaticn of Clearwire could have a material adverse effect on the value of our investment in Clearwire or our business, financial cendition, results of operations or cash
flows. See alse "Current economic conditions, our recent financial perforeance and our debi ratings could negatively impaet our access to the capital markets resulting in
less growth than planned er failure to satisfy financial covenants under our existing debt agreements. Moreover, Clearwite may be considered a subsidiary under certain
agreements relating to our indebtedness."

In addition, the corporate opportunity provisions in Clearwire's restated certificate of incorporation provide that unless a director is an emplayee of Clearwire,
the person does not have a duty to present to Clearwire a corporate opportunity of which the direcior becomes aware, except where the corporate opportunity is expressly
effered to the directer in his or her capacity as a director of Clearwire. This could enable certain Clearwire sharehclders te berefit from oppertunities that may otherwise
be available ta Clearwire, which could adversely affect Clearwire’s business and our investment in Clearwire.

Clearwire's restated certificate of incorporation aisc expressly provides that certain shareholders and their affiliates may, and have no duty not to, engage in any
businesses that are similar to or competitive with those of Clearwire, do business with Clearwire's competitors, subscribers and suppliers, and employ Clearwire's
employees or officers. These shareholders or their affiliates may deploy competing wireless broadband networks or purchase broadband services from other providers.
Any such actions could have a material adverse effect on Clearwtre's business, financial condition, results of operatiens or prospects and the value of our investrnent in
Clearwire.

Moreover, we currently rely on Clearwire to build, launch and operate a viable 4G network. Our intention is to integrate these 4G services with our products
and services in a manner that preserves our time to market advantage. Clearwire's success could be affected by, among other things, its ability to offer a competitive cost
structure and its ability 1o obtain additional financing in the amounts and at terms that enable it 1o continue to build a 4G network in a timely manner. Clearwire's delay in
its network build and deployment or operation of their 4G network may negatively affect our ability to generate future revenues, cash flows or overall profitability from
4G services. See “Fatlure 10 complete development, testing and deployment of new technology that supports new services could affect our ability to compete in the
industry. The deployment of new technoiogy and new service offerings could result in network degradation or the loss of subscribers. In addition, the technology we use,
in¢luding WiMAX, may place us at a competitive disadvantage.”

We are currently engaged in ap arbitration with Clearwire relating to the pricing of service on Clearwire's 3G network for dual-mode wireless handsets used by
Sprint customers, pursuant to our MVNO agreement with Clearwire. We do not expect the resolution of this matter will have a material adverse effect on our consolidated
financial pesition, results of operations or operating cash flow, however, ultimate resolution of this matter could affect the pricing and competitiveness of our 4G services.
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We may be unable to self some or all of aur investment in Clearwire quickly or at alf.

Clearwire's publicly traded Class A commaon stock is velatile. In addition, the daily trading volume of Clearwire's Class A commen stock is lower than the
number of shares of Class A common stock we would hold if we exchanged all of our Clearwire Class B common stock and interests. If we should decide to sell some or
all of our equity securities of Clearwire, ther¢ may not be purchasers available for any or all of our steck, or we may be ferced e sell at a price that is below the then
current trading price of over a sigmficant period of time, We are also subject to certain restrictions with respect to the sale of cur equity securities of Clearwite,

Item 1B, Unresolved StafT Comments
None.

Item 2. Properties
Our corporate headquarters are located in Overland Park, Kansas and consists of about 3,853,000 square feet.
Cur gross property, plant and equipment at December 31, 2010 totaled $46.1 billion, as follows:

2010
i bifiions)
Wirgless $ 392
Wireline 4.5
Corporate and cther 24
Total 3 46.1

Properties utilized by cur Wireless segment generally consist of base transceiver stations, switching equipment and fowers, as well as leased and owned general
office facilities and retail siores. We lease space for base stabon towers and swrich sites for our wireless network.

Properties utilized by our Wireline segment generally consist of land, buildings, switching equipment, digital fiber optic network and other transport facilities.
‘We have been granted easements, rights-of-way and righis-of-occupancy by railroads and other private landowners for our fiber optic netwoerk.

As of December 31, 2019, about $1.3 billion of cutstanding debt, comprised of certain secured notes, financing and capital lease cbligations and mortgages, is
secured by $1.1 bullion of gross property, plant and equipment, and other assets.

Item 3. Legal Proceedings

In December 2010, the U.S District Court for the Distriet of Kansas granted summary judgment in favor of Sprint and the other defendanis, in a class action
lawsuit filed in 2003, which alleged that our 2001 and 2002 proxy statements were false and misleading in violation of federal securities laws to the extent they described
new employment agreements with certain senior executives without disclosing that, according to the aliegations, replacement of those executives was inevitable. No
appeal was taken from that decision, and the case is row closed.

On January 6, 2011, the U8 District Court for the District of Kangag denied our motion to dismiss a shareholder lawsuit, Benneit v. Sprint Nextel Carp., that
alleges that the Company and three of our former ofTicers violated Section 10(b) of the Securities Exchange Act of 1934 and Rule 10b-5 by failing adequately to disclose
certain alleged operations difficulties subsequent to the Sprint-Nextel merger, and by purportedly issuing false and misleading statements regarding the write-down of
goodwill, The complaint was originally filed in March 2009 and is allegedly brought on behalf of purchasers of company stock from October 26, 2006 to February 27,
2008. On January 20, 2011, we moved to certify the January 6® order for interlocutory appeal. We believe the complaint is without merit and intend to defend the matter
vigorously. We do not expect the resclution of this matter to have a material adverse effect on our consolidated financial position or results of operations.

Two related shareholder derivative suits were filed against the Company and certain of our present and/or former officers and directors. The first, Murphy v.
Forsee, was filed in state court in Kansas in April 2009, was removed to federal court, and was stayed by the court pending resolution of the motion to dismiss the Sennetf
case. The second, Randolph v. Forsee, was filed in July 2010 in staie court in Kansas, was removed to federal court, and was remanded back to state court. The parties are
discussing a schedule for these cases going forward in light of the pendency of the Bennett case.

We are currently engaged in an arbitration with Clearwire relating to the pricing of service on Clearwire's 4G network for dual-mode wireless handsets used by
Sprim customers, pursuant 1o our MYNQ agreement with Clearware, We do not expect the resolution of this matter will have a material adverse effect on our consolidated
financsal position or results of operations.
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We are involved in certain legal proceedings that are described in note 11 of Notes to the Consolidated Financial Statements included in this report. During the
quarter ended December 31, 2010, there were no material developments in the status of these legal proceedings. Various other suits, proceedings and claims, including
purported class actions typica for a large business enterprise, are pending against us or our subsidiaries. While it is not possible to determine the ultimate disposition of
each of these proceedings and whether they will be rescived consistent with our beliefs, we expect that the outcome of such proceedings, individually or in the aggregate,
will not have a material adverse effect on our financial condition or results of operations.

Item 4. (Removed and Reserved)
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Executive Officers of the Registrant

The following peopte are serving as our executive officers as of February 24, 2011. These exceutive officers were elected to serve until their successors have
been elected Thers is no familial relationship between any of our executive officers and directors.

Nam¢

Business Experiemce

Current
Fusitivw
Meld Since

Age

Daniel K. Hesse

Robert H. Brust .. .

Keith O. Cowan... ...

Robert L. Johnson... ...

Robert H, Johnson..

Charles K. Wunsch. .. ..

Chief Executive Officer and President. He was appointed Chief Executive Officer, President
and s member of the Board of Directors on December 17, 2007, He served as Chaieman,
President and Chief Executive Officer of Embarq Corporation from May 2006 1o December
2007. He served as President of cur local telecommunications business from June 2005 to
May 2006. He served as Chairman, President and Chief Executive Officer of Terabeam
Caorporation, a Seattle-based communications company, frem March 2000 to June 2004, He
served as President and Chief Executive Officer of AT&T Wireless Services, a division of
AT&T, from 1997 to 2040,

Chief Financial Officer. He was appointed Chief Financial Officer in May 2008. He served
as Executive Vice President and Chief Financial Officer of Eastman Kedak Company from
2000 to 2007. He also served twe years as Senior Vice President and Chief Financial Officer
of Unisys Cerporation, Earlier in his career, he held a series of operations and finance
leadership positions at General Electric, concluding his service there as Vice President,
Finance for G E. Plastics.

President - Strategic Planning and Corporate Initiatives. He was appointed President -
Strategic Planning and Corporate [nitiatives in July 2007, He also served as Acting President
- CDMA from November 2008 to May 2009. He served as Executive Vice President of
Genuine Parts Company from January 2007 to July 2067, He held several key positions with
Bel1South Corperation from 1996 to January 2007, including Chief Planning and
Development Officer, Chief Field Operations Officer, President - Marketing and Product
Management and President - Interconnection Services. He was previously an associate and
partner at the law firm of Alsten & Bird LLC.

Chief Service Officer. He was appointed Chief Service Officer in October 2007, He served
as President - Northeast Region from September 2006 to October 2007, He served as Senior
Vige President - Consumer Sales, Service and Repair from August 2005 to August 2006, He
served as Senior Vice President - National Field Operations of Nextel from February 2002 to
July 2005.

Presideat - Consumer. He was appointed President - Consumer in May 2009. He co-founded
and served as Cheef Operating Officer of Sotto Wireless Inc. from February 2006 to January
2009. Pricr to joining Sotlo Wireless, he served in various executive positions at AT&T
Wireless Services, Inc. since 1988, most recently as Executive Vice President, National
Operations.

General Counsel and Carporate Secretary. He was appointed General Counsel and Corporate
Secretary in October 2008, He served as our Vice President for corporate transactions and
business law and has served in various legal positions at the company since 1990. He was
previously an associate and partner at the law firm Watson, Ess, Marshall, and Enggas.
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Name

Cwrrent
Posltlon
Business Experience Held Since Ape

Paget L. Alves... .

Steven L. Elfman... ..

Danny L. Baowman... ..

Matthew Carter......

Ryan H. Siurek ...

President - Business Markets. He was appointed President - Business Markets in February 2009 56
2009, He served as President - Sales and Distribution from March 2008 until February 2009,

and as Regional President from Sepiember 2006 through March 2008. He served as Senior

Vice President, Enterprise Markets from January 2006 through September 2006. He served

as our President, Strategic Market from Nevember 2003 through January 2008,

President - Network Operaticns and Wholesale, He was appointed President - Netwotk 2008 55
Operations and Wholesale in May 2008. He served as President and Chief Operating Officer

of Motricity, a mobile data technology company, from January 2008 to May 2008 and as

Executive Vice President of Infospace Mobile (currently Metricity) from July 2603 to

December 2007. He was an independent consultant working with Accenture Ltd., a

consulting company, from May 2003 to July 2003. He served as Executive Vice President of

Operations of Terabeam Corporation, a Seattle-based communications company, from May

2000 to May 2003, and he served as Chief Information Officer of AT&T Wireless from June

1957 1o May 2000,

President - Integrated Solutions Group. He was appointed President - Integrated Sclutions 2009 45
Group in September 2009. He served as President - IDEN from June 2008 10 August 2009.

He served in varicus executive positions including Product Development and Management,

Sales, Marketing and General Management since 1997,

President - 4G. He was appointed President - 4G in January 2010. He served as Senior Vice 2010 50
President, Boost Mobile from April 2008 until January 2010 and as Senior Vice President,

Base Management frem December 2006 until April 2008. Prior to joining Sprint, he served

as Senior Yice President of Marketing at PNC Financial Services.

Vice President - Controller. He was appointed Vice President, Controller in Movember 2009 39
2009. He served as Vice President and Assistant Controller from January 2009 to November

2009. Prior to joining Sprint, he worked for LyondellBasell Industries, a chemical

manufacturing company, from January 2004 through Januvary 2009, where he heid various

executive kevel finance and accounting positions, including Controller - Eurapean

Operations.

The following individual has been chosen to serve as an executive officer. There is no familial relationship between Mr. Buteneuer and any of cur executive

officers or diregtors.

Name Business Bxperience Start Date Age
Joseph J. Euteneuer... ... Mr. Euienewer has been serving since September 12, 2008 as Executive Vice President, Hire date to be 55
Chief Financial Officer of Qwest, a telecommunications carrier providing local and long determined

distance voice, data and internet wireline services as well as wireless and digital television
services through certain partnerships. Previously, Mr. Eutensuer served as Executive Vice
President and Chief Financial Officer of XM Satellite Radio Holdings Inc., a satellite radio
provider, from 2002 until September 2008 afier it merged with SIRIUS Satellite Radio, Inc.
Prior to joining XM, Mr. Euteneuer held various management positions at Comcast
Corporation ang its subsidiary, Broadnet Europe.
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Item 5.
Common Share Data

PARTII

Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

The principal trading market for our Series 1 commen stock is the NYSE. Our Series 2 common stock is not publicly traded The high and low Sprint Series |
common stock prices, as reported on the NYSE composite are as follows:

Series 1 common stock
First quarter

Second quarter

Third quarter

Fourth quarter

268t Murke Price

2009 Market Price

High End of Period High Low End of Period
5 423 OB LV 3 380 % 420 % 183 & 3.57
531 38 4.24 5.94 349 4.81
5.08 382 4.63 491 3.47 195
4.88 370 423 441 278 3.66

Number of Shareholders of Record

As of February |8, 2011, we had about 48,000 Series | common stock recerd holders, no Series 2 common steck record holders and no nen-veting cemmen
sioek record halders
Dividends

We did not declare any dividends on our commen shares in 2008, 2009 or 2010. We are currently restricted from paying cash dividends by the terms of our
revolving bank credit facility as described under frem 7 “AManagement’s Discussion and Analysis of Financial Condition and Results of Operations - Liguidity and Capital
Resonrces - Liquidity. "
Tssuer Purchases of Equity Securities

None.

Performance Graph

The graph below compares the yearly change in the cumulative total shareholder return for cur Series 1 commeon stock with the 8&P° 500 Stock Index and the
Dow Jones U.S. Telecommunications Index for the five-year peried from December 31, 2005 to December 31, 2010. The graph assumes an initial investment of 100 on
December 31, 2005 and reinvestment of all dividends.

5-Year Total Return

—O-Spunt Naxisl | womSEPA00 ~-DawJomes 115 Talcon idex |
200 -
$150
)—-'/"40
é 100 W_ﬁ;—-——'ﬂ
- \E,___.——El———ﬂ
ey rone AT eizt L T
Value of $100 Invested on December 31, 2005
2005 20005 27 2008 2009 10l
Sprint Nextel g 10000 § 8846 8 6176 % 861 § 1722 % 16.90
S&P 500 $ 10060 § 11579 § 12216  § 7656 6733 % 11199
Dow Jones U.S. Telecom [ndex 3 10000 § 13683 % 15657 § 10098 § 11052 % 13060
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Item 6. Selected Financial Data

The selected financial data presented below is not comparable for all periods presented primarily as a result of transactions such as the acquisitons of Nextel
Partners, Inc., Virgin Mobite USA, Inc. (Virgin Mobile) and Affiliates, as well as the November 2008 contribution of our next generation wireless network to Clearwire.
The acquired companies’ resulis of operations subsequent to their acquisition dates are included in our consolidated financial statements. Embarg Corporation, our former
local segment, which was spun-off’ in 2006, is shown as discontinued operations. The primary reason for the increase in net operating revenues for 2010 was related to the
additional subscribers obtained in cur 2009 a¢quisitions and the 783,000 retail wireless subscribers added in 2010 which were partially oifset by a decrease n revenue as a
result of our losses of subscribers in prior periads. We lost approximately 1.0 million retail wireless subscribers in 2009, 5.1 million in 2008 and 658,000 in 2007, which
caused the majority of the reduction in net operating revenues in those perniods.

Year Ended December 31,

e Pl 1008 2087 06

(in mallions, except per share amvoents)

Results of Operations

Net operating revenues b3 32,563 % 12260 % 35635 % 40,146  § 41,003

Goodwil} impairment — — 963 29,649 —

Depreciation and amortization 6,248 7416 8,407 8,933 9,552

Operating (loss) income™ {565) (1,398) (2,642) (28,740) 2,484

(Loss) income from continuing operations'™” (3,465) (2,436) (2,796) (29,444) 985

Discontinued operations, net = = = = 334
{Loss) Earnings per Shave and Dividends

Basi¢ and diluted (loss} earnings per common share Continuing

operations'™® 3 (1.16y S {0.84) % 098y § (10.24) § 0.34

Discontinued operations = = — = A1l

Dividends per common share” — — — 010 0.10
Financial Position

Total assets 3 51,654 % 55424 % 58550 § 64295 8 97,161

Property, plant and equipment, net 15,214 18,280 22,373 26,636 25,868

Intangible assets, net 22,704 23,462 22 386 28,139 60,057

Total debt, capital lease and financing obligations {including equity unit

notes) 20,191 21,061 21,610 22,130 22,154

Shareholders' equity 14,546 18,095 19915 22 4458 53,441
Cash Flow Data

Net cash provided by operating activities by 4815 § 4891 % 6179 9245 % 10,053

Capital expenditures 1,935 1,603 3,882 6,322 1,556

1y In 2010, operating loss improved 3803 million primarily due to the increase in nel eperaling revenues of 8303 milfion as described ahove in addition 1o decreases in
aperating expenses of $500 aritlion as o resull of our cost cutting initiatives in prior periods. In 2009, we recogrized net charges of $389 million (8248 million
after tax) primarily related fu severance exit cosis and asset impairmenis cther than goodwill. In 2008, we recorded net charges of 5936 million (3586 million
after tax) primarily related to asset impatrments other than goodwill, severance and exit costs, and merger and integration cosis. In 2007, we recegnized net
charges of 8956 million (8590 million after tax) primarily related to merger and integration costs, asset impoirmenus other than goodwill, and severance and exit
costs, In 2006, we recogrized net charges of $620 million (8381 million after tax) primarily rejated 1o merger and integrafion cosis, asset impairments, and
severance and exit costs.

2)  During 2010, the Compuny did hot recognize significant tax benefits associated with federal and state net operating fosses generated during the period. As a resuil,
the Company recognized an increase in the vatwation aflowance on deferred tax assels affecting the income 1ax provision by approximately $1.4 billion and 3281
million for the years ended December 31, 2010 and 2009, respectively.

3} We did not declare oy dividends on our common shares in 2010, 2008 and 2008. In each quarter of 20607 and 3606, the dividend was 30.025 per share.
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[tem 7. Management's Discussion and Analysis of Financial Condition and Resulls of Operations

OVERVIEW
Business Strategies and Key Priorities

Sprint is a communications ¢company offering a comprehensive range of wireless and wireline communications products and services that are designed to meet
the needs of individual consumers, businesses, government subscribers and resellers, The communications industry has been and will continue to be highiy competitive on
the basis of price, the types of services and devices offered and the quality of service. As discussed below in “Effects on our Wireless Business of Posipaid Subscriber
Losses,” the Company has experi¢nsed significant losses of subscribers in the critical postpaid wireless market since the third guarter 2006, but, as a result of steps taken
to attract and retain such subscribers, has reduced net subscriber losses beginning in 2009,

Our business strategy is to be respensive to changing customer mobility demands by being innovative and differentiated in the marketplace. Our future growih
plans and strategy revolve around achieving the following three key priorities:

*  Improve the customer experience;
*  Strengthen our brands; and
= Generate operating cash flow,

We have reduced confusion over pricing plans and complex bills with our Simply Everything® and Everything Data plans and our Any Mobile Anytime™ feature
that offer savings compared to our competition. In addition to savings offered te consumers, Business Advantage pricing plans are available to our business subscribers
who can alse take advantage of Any Mobile Anytime™ with certain plans. To simplify and improve the customer experience, we introduced the Sprint Free Guarantee,
which gives any customer opening a new line of service the chance to try Sprint for 30 days for free (excluding overages and premium services not included in price
plans). In addition, we have continued to offer Ready Now, which trains our customers before they leave the store on how to use their mobile devices. For our business
customers, we aim to increase their productivity by providing differentiated services that utilize the advantages of combining 1P networks with wireless technology. This
differentiarion enables us 1o acquire and retain both wireline, wireless and combined wireline-wireless subscribers on our networks. We have also continsed to focus on
further improving customer care. We implemented initiatives that are designed to improve call center processes and procedures, and standardized our performance
measures through various metrics, including cusiomer satisfaction ratings with respect to customer care, first call resolution and calls per subscriber.

Our product strategy is to provide our customers with a broad array of device selections and applications and services that run on these devices to meet the
growing needs of customer mobility. Qur multi-functicnal device partfolio includes devices such as the Samsung Epic 4G Android™ device, which can also act as a mabile
hetspot for up to five wireless fidelity (WiFi} enabled devices and the world's first 3G/4G Android” device, the HTC EVO™ 4G, which can also act as a mobils hotspot for
up ta eight WiFi enabled devices. Our portfolio also includes the Matorela il which 15 the world's first Direct Connect® Android-powered smartphone, Other devices in
our partfolio are the HTC Hero™ and the Samsung Moment™ with Google”, the BlackBerry 8530 and BlackBerry® Bold™, the Samsung Seck™, the Rumeor Touch from LG
and the Touch Pro 2 from HTC. Our mobile breadband device portfolic consists of devices such as the Gverdrive™ 3G/4G Mobile Hotspot, which allows the connection of
up to five WiFi enabled devices, the Sprint 4G USB U1901 and the Ovation™ U760 by Novatel Wireless. We support the open development of applications and content on
our network platforms. We also enable a variety of third-party providers, location-based services and business and consumer product providers through cur machine-to-
maching initiative. The machine-to-machine initiative incorporates selling, marketing, product development and operations resources to address growing non-traditional
data needs, which covers a wide variety of products and services including remote moritoring, telematics, in-vehicle devices, e-readers, specialized medical devices and
other original equipment manufacturer devices.

Qur prepaid portfalio launched additional brands in the second quarter 2010. Sprint's prepaid portfolio currently includes four brands, each designed to appeal to
specific customer segments. Boost Mobile serves customers who are voice and text messaging-centric with its popular $50 Monthly Untimited plan with Shrinkage
service where bills are reduced afler six on-time payments. Virgin Mebile serves custamers who are device and data-onented with Beyond Tatk™ plans and our broadband
plan, Broadband2Go, that offer consumers control, flexibility and cornectivity through various communication vehicles. Assurance Wireless provides eligible customers,
who meet income requirements or are receiving government assistance, with a free wireless phone and 250 free minutes of national Jocal and long-distance menthly
service. Common Cents™ Mobile caters to budget-conscicus customers with 7-cent minutes that Round Down”™ and 7-cent text messages.

Sprint has focused its wholesale business as a reselier of new cenverged services that leverage the Sprint network but are sold under the wholesaler's brand by
providing a suite of integrated and customizeable value-added solutions focused on assisting our customers to improve their business. We have adopted new pricing
madels, made it easier for our wholesalers 1o acquire access and resell our services by bundling wireless and wireline services and focused our attention Lo partners with
existing distribution channels. In addition, we have strengthened our sales efforts and expanded to new markets in the rapidly
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growing machine-to-machine space.

In addition to our brand and customer-onented goals, we have also taken steps, beginning in 2008, 1o generate increased operating cash flow through
competitive new rate plans for postpaid and prepaid subscribers, multi-branded strategies and reductions te our €08t structure to align with the reduced revenues from
fewer postpaid subscribers. Our cost reductions are primarily attributable 1o reductions in capital spending, workforce reductions, call center closures as a result of fewer
calls per subscriber and limiting marketing spend te focused initiatives. We believe these actions, as well as our centinued efforts to reduce other operating expenses, will
allow us to continue to maintain an adequate cash position

Neswork Vision

In December 2010, Sprint announced Network Vision, a multi-year network infrastructure initiative intended to previde customers with an enhanced network
experience by improving voice quality and providing faster data speeds, while creating network flexibility, reducing operating costs, and improving envirenmental
sustainability by enabling the aggregation of multiple spectrum bands onto a single multi-mode base station. In addition to implementing these muhi-made base stations,
this plan encompasses next-generation push-tostalk technology with broadband capabilities and the integration of multi-mode chipsets im¢ smartphones, tablets and cther
broadband devices, including machine-to-machine capabilities. Conselidating and optimizing the use of Sprint's 800 MHz, 1 9GHz and potentially other spectrum (such
as the 2.5GHz owned by Clearwire) into multi-mode stations should allow Sprint to repurpose Spectrum to enhance caverage, particularly around the in-building
experience. The multi-mode technology alse utilizes software-based solutions with interchangeable hardware to provide greater network flexibality, which allows for
opportunities to evaluate new 4G technologies to better utilize Sprint's available spectrum.

The first stages of equipment testing are expected to begin in early 2011 and, if successful, broad scale deployment is expected in the lanter half of 2011 with an
expected completion time of anywhere from three to five years. As Network Vision is implemented, the size and power required to operate cell sites used by Sprint is
expected to be reduced. Sprint expects the plan to bring financial benefit to the company through convergenee o one common netwark, which is expected to reduce
network maintenance and operating costs through capital efficiencies, reduced energy costs, [ower roaming expeénses, backhaul savings and the eventual reduction {n total
cell sites and also by reducing the cost of handling expanded data traffic.

Sprint has entered into agreements relating to Network Vision to deploy a cost-effective, innovative network to enhance the voice quality and data speeds by
coensclidating multiple technologies into one network. The successful testing and deplayment related to these changes in technology will result in incrementai charges
during the period of impiementation including, but not imited 1o, an increase in depreciation and amortization asseciated with existing iDEN assets due 1o changes in cur
¢stimatas of the remaining useful lives of long-lived assets, and the expected timing of asset retiremem obligations, which ¢ould have a material impact on our
consolidated financial statements. The successful testing of push-to-talk technotogy on the CDMA network in our test markets in 2011 would result i increased
depreciation and amortization expense expected to range from $1.0 billion to $1.5 billion if implementation can be completed by the end of 2014. Successful completion
of Network Vision earlier or later than the end of 2014 would result in an acceleration or detay, respectively, of these depreciation and amertization costs.

Effects on onr Wireless Business of Postpaid Subscriber Losses

The following table shows annual net additions {losses) of posipaid subscribers for the past five years, excluding subscribers obtained through business
combinations.

Year Ended a1,
30 P 1008 2007 2006
(i thousands)
Total net additiens {|csses} of postpaid subscribers {855) {3,546) {4,073) (1,224) 279

As shown by the table below under “Results of Operations,” Wireless segmient eamnings represents approximately 80% of Sprint's tetal consolidated segment
earnings. The wireless industry is subject to intense competition te acquire and retain subscribers of wireless services. Most markets in which we operate have high rates
of penetration for wireless services Wireless casriers accordingly must altract a greater proportion of new subscribers from competitors rather than from first time
subscribers. Within the Wireless segment, postpaid wireless voice and data services represent the most significant contributors to earnings, and are driven by the number
of postpaid subscribers to our services, as well as the average revenue per subscriber or user (ARPU).
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Beginning in 2008, in conjunction with changes in senior management, Sprint underiook steps to address and reduce postpaid subscriber losses. Perceptions in
the marketplace, in part as a result of the subscriber losses themselves, as well as other factors, reduced the Sprint brand's effectiveness in attracting and retaining
customers. Steps were taken to improve the Sprint networks, as well as to improve the quality of Sprint's customer care experience, as confirmed by independent
comparisons with competitors. Steps were also 1aken to improve the credit quality mix of our subscriber base and to improve our financial stability, including cost control
actions, which have resulted in our continuing strong cash flow from operations. In addition, beginning in 2008 and continuing through 2010, we have undertaken
initiatives to strengthen the Sprint brand, We continue 1o increase market awareness of the improvements that have been achieved in the customer experience, including
the speed and dependabality of our networks. We have also intreduced new devices improving our overall lineup and providing a competitive portfolio for customer
selection, as well as competitive new rate plans providing simplicity and value. We believe these actions had a favorable impact on net postpaid subscriber losses in 2009
and 2010, and we expect these to further improve our subscnber results

Beginning in the second quarter 2009 and continuing through 2010, the Company has begun to see a reduction in our net loss of postpaid subscribers. For the
year ended December 31, 2010, net postpaid subscriber losses of 835,000 impraved by 2.7 million, or 76% compared 1o losses of 3.5 million in 2009,

The net Ipss of postpaid subscribers in 2009 and 2010 can be expected to cause wireless service revenue in 2011 to be approximately $2.4 billion lower than it
would have been had those subscribers not been lost. Notwithstanding our histerical postpaid subscriber losses, consolidated service revenue has begun 10 stabilize
primarily as a result of increased service revenue associated with our prepaid wireless offerings, including the a¢quisition of Virgin Mobile in the feurth quarter of 2008,
As aresult, Sprint's prepaid wireless offerings, as well as cost controls that have been implemented, will continue to partially offset the effects of net pastpaid subscriber
losses, but are unlikely to be sufficient to sustain the Company's level of resylts from cperations and cash flows unless we are successful in further improving our postpaid
subseriber results. If our trend of improved postpaid subscriber results does net continue, it could have a material negative impact an our financial condinon, results of
operations and liquidity in 2011 and beyond. The Company believes the actions that have been taken, as described above, and that continue to be taken in marketing,
customer service, device offerings, and network quality, should continue to reduce the number of net postpard subscriber losses expenienced during 2011

RESULTS OF OPERATIONS
¥ear Ended December 31
2010 2008 2008
(in miflions)

Wireless segment earnings L3 4,531 $ 5198 % 6,776
Wireline segment earings 1,050 1,221 1,175
Corporate, other and eliminations 12 (12) (287)

Consolidated segment earnings 5,633 6,407 7,604
Depreciation and amertization (6,248) (7.416) {8,407)
Goodwill impairment — —_ (963)
Merger and integration expenses — — (130)
Other, net 20 389 (808)

Operating loss {595) (1,298) {(2,642)
Interest expense, net (1,464) {1,430} {1,362)
Equity in fosses of unconsofidated invesemerits, net {1,285} {B03) (345)
Other income, net 46 157 a9
Encome tax (expense) benefit {166} 1,058 1,264

Net loss $ (3.465) £ (2436) % {2,796)

I} Consolidated results of operations include the results of our next-generation wireless broadband retwork, which was contributed to Clearwire in a transaction that
closed on November 28, 2008,

Censolidated segment earnings decreased $774 million, or 12%, in 2010 compared to 2009 and $1.26 billion, or 16%, in 2009 compared to 2008. Consolidated
segment eamings consist of our Wireless and Wareling segments, which are discussed below, and Corp other and eliminations. Carporate, other and eliminations
improved $275 million for 2009 compared to 2008 primarily as a result of costs ineurred related to the build-up of our next-generation wireiess broadband network in
2008 that are no longer being incurred in 2009 due 1o the close of the transaction with Clearwirg in late 2008.
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Depreciation and Amortization Expense

Depreciation expense decreased $753 millian, or 13%, in 2010 compared to 2008 and $137 million, er 2%, in 2009 compared to 2008 primarily dueto a
reduction in the replacement rate of capital additions resulting from reduced capital spending associated with our cost control actions beginning in 2008, The average
annual capital expenditures for the three ycars ended 2007 were approximately $6.2 billion as compared to average annual capital expenditures of $2.5 billion for the three
years ended 2010, Amortization expense declined $415 million, o 26%, in 2010 compared to 2008 and $854 million, or 35%, in 2009 as compared to 2008, primarily due
10 reductions in amortization of customer relationship intangible assets as a resull of those refated te the 2005 acquisition of Nextel becoming fully amortized. These
reducticns were partjally offset by an increase in amortization related to customer retationship intangible assets acquired in connection with the iPCS, Inc. (iPCS) and
Vizgin Mobile acquisitions in the fourth quarter 2009. Customer relationships are amortized using the sum-of-the-years'-digits method, resulting in higher amortization
rates in early periods that decling over time.

Goodwill Impatirment and Merger and Integration Expenses

The Company recognized & non-cash goadwill impairment of $363 million during 2008. The impaired goodwill was primarily atributable to the Company's
acquisition of Nextel in 2005 and reflects the reduct:on in the estimated fair value of Sprint's wireless reporting unit subsequent to the acquisitton resulting fiet, amang
other factors, net losses of postpaid subscribers. Merger and integration expenses decreased $130 million, or 100%, in 2009 compared to 2008 as integration activities
were completed during 2008.

Other, net
The following table provides additional information of items included in “Other, net” for the years ended December 31, 2010, 2009 and 2008

Yeur Emled Dcember 31,

wie 204 2008
(ize mifions}
Severance and exit costs s & % 400y § {355)
Asset imparments (125) 47) {480)
Gains from asset dispositsons and exchanges 69 68 29
Other 84 {10} —
Total 5 20 s (389) § (206)

Other, net improved $409 million, or 105%, in 2019 compared to 2009 and $417 millien, or $2%, in 2009 compared to 2008, During 2010 we recognized $8
million of severance and exit costs primarily relaled 10 ¢xit costs incurred in the second and fourth quarter 2010 associaled with vacating certain office space which is no
longer being utilized. We recognized $400 million and $355 million in 2009 and 2008, respectively, of severance and exit costs related to the separation of employees and
organizational realignment initiatives Asset impairments increased by $78 miflion, or [66%, in 2010 compared 1o 2009 and decreased $433 millior, or 0%, in 2009
compared to 2008. Asset impairments primarily relate to assets that are ne longer necessary for management's strategic plans. In 2010 and 2009 these costs were primanly
related 1o network asset equipment. Asset impairments in 2008 also include previously recognized cell site development costs. Gains from asset dispositions and
exchanges for 2010, 2009, and 2008 are primarily related to spectrum exchange transactions. Other increased $94 miilion primarily due to an increase in benefits resulting
from favorable developments relating to access cost disputes with certain exchange carriers in 2010 as compared 10 2009

Interest Expense

Interest expense increased $14 mitlion, or 1%, in 2010 as compared to 2009. This increase was pnimarily due to higher effective interest rates on our average
long-term debt balances and increased ¢osts on our revolving credit facilities, which include the accelerated amartization of previously unamortized debt issuance costs
from the retirement of our former credit facility in May 2010 partially offset by reductions in interest expense previously recorded as a result of favorable 1ax outcomes,
Interest expense increased $88 million, or 7%, in 2009 as compared to 2008, as fewer capital prejects led 1o a decrease of $111 million of capitalized interest partially
offset by a decrease of $56 million related to a $1.5 billion decline in the weighted average long-term debt balance between the comparative periods. The effective interest
rate on the weighted average long-term debt balance of $20.6 billion, $21.4 billion and $22.% billion was 7.2%, 6 8% and 6.6% for 2010, 2009 and 2008, respectively. See
“Liquidity and Capital Rescurces™ for mere infermation on the Company's financing aclivities
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Equity in Losses of Unconsolidated Investments, net

This item consists mainly of cur preponicnale share of losses from our equity method investments. Equaty losses associated with the investment in Clearwire
consists of Sprint's share of Clearwire's net loss and other adjustments such as gains or losses associated with the dilution of Sprint's ownership interest resulting from
Clearwire's equaty issiances. Equity i losses from Clearwire were $1.3 billion, $803 million, and $142 million for 2030, 2009 and 2008, respectively. The 2009 equity in
losses of Clearwire include a pre-tax dilutien loss of $154 million (896 million after tax) recagnized in the first quarter 2009, representing the finalization of owmership
percentages associated with the formation of Clearwire, which was subject to change based on the trading price of Clearwire stock during the 90 days subsequemt 1o the
November 2008 closing

Clearwire owns and operates a next generation mobile broadband network that provides high-speed residential and mobile internet access services and
Tesidential voice services in communities throughout the country. Clearwire is an early stage company, and as such, has heavily invested in building its network and
acquiring other assets necessary to expand the business during 2009 and 2010, which has resulted in increased operating losses and reduced liquidity. We expect
Clearwire to continue to generate significant net losses in the near trm as if excoules its business plan.

Other income, net
The following table provides additienal information of items included in “Other income, net” for each of the three years ended December 31, 2010,

Year Ended December 31,
2010 2008 ™8
(in mitiions)
Interest income 3 5 % KL 97
Realized loss from investments (€)] 2% (24)
Gain on previously held non-controlling interest in Virgin Mobile 151 —
Other 14 1 15
Total ] 46 3 157 § 89

Interest income remained relalively stable in 2010, as compared to 2009, Interest income decreased $63 million, or 65%, in 2009 as compared to 2008,
primarily due to lower interest rates. Realized loss from investments decreased $26 millien, or 90%, in 2010, as compared to 2009 primarily due to fewer sales of
marketable securities. As a result of the acquisition of Virgin Mobile, a non-cash gain of $151 million ($92 million after 1ax) was recognized in the fourth quarter 2009
related to the estimated fair value over net carrying value of cur préviously held non-¢entrolling interest in Virgin Mohile

Incoms Tax (Expense) Benefit

The consolidated effective tax rate was an expense of approximately 5% in 2010 and a benefit of approximately 30% and 3 1% in 2009 and 2008, respectively.
The income tax expense for 2010 and the benefit for 2009 include a $1.4 billion and $28) millich net increase to the valuation atlowance for federal and state deferred tax
assets related Lo net operating loss carryforwards generated during the periods. We do nat expect 10 record significant tax benefits on future net operating losses umtii our
circumstances justify the recognition of such benefits. The 2008 income tax benefit includes $278 million related to non-cash goodwill impairment as substantially all of

the charges are not separately deductible for tax purposes Additional information related to stems impacting the effective tax rates can be found in note 10 of Notes 10 the
Cansolidated Financial Statements.

Segment Earnings - Wireless

Wireless segment earnings are primarily a function of wireless service revenue, £osts to acquire subseribers, network and interconnection costs to serve those
subscribers and cther Wireless segment operating expenses. The costs to acquire our subscribers include the net cost at which we sell our devices, referred 1o as subsidies,
as well as the marketing and sales coats incurred to attract those subscribers, Network costs primarily represent switch and cell site costs and interconnection costs, which
generally consist of per-minute usage fees and roaming fees paid to other carriers. The remaining costs associated with operating the Wireless segment include the costs to
operate our customer care organization and administrative support. Wireless service revenue, costs te acquire subscribers, and variable network and interconnection costs
fluctuate with the changes in our subscriber base and their related usage, but same cost elements do not fluctuate in the short term with these changes. The following table
pravides an overview of the results of operations of our Wireless segment for each of the three years ended December 31, 2010.
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Year Emded Decetnber 3,
Wircless Earnine 018 2008 2008
fin millions}

Postpaid % 21,921 $ 23,205 5 25,894
Prepaid 3,756 2,081 1,498

Retail service revenue 25,677 25,286 27,492
Wholesale, affiliate and other revenue 217 546 943

Total service revenue 25894 25,832 28,435
Cost of services {exclusive of depreciation and amortization) (8,288) {8,384} {8,745}
Service gross margin 17,606 17,448 19,690
Service gross margin percentage 68 % 68 % 69 %
Equipment revenue 2,703 1,954 1,992
Cost of products (6,965} {5,545) {4,859)

Equspment net subsidy (4,262) {3,591} {2,867)
Equipment net subsidy percentage (158)% (184)% (144)%
Selling, general and adminisirative expense (8,813) (8,659) {10,047)

Wirgless sagment earnings 3 4,531 3 5,198 3 6,776

Service Revenue

Our Wireless segment generates revenues from the sake of wireless services, the sale of wireless devices and accessories and the sale of wholesale and other
services, Service revenue consists of fixed monthly recurring charges, variable usage charges and miscellaneous fees such as activation fees, directory assistance,
Toaming, equipment protection, late payment and early termination charges and certain regulatory related fees, net of service eredits. The ability of our Wireless segment
to generate servige revenues is primarily a function of:

= revenue generated from each subscriber, which in tum is a function of the types and amount of services utilized by each subscriber and the rates charged
for those services; and

«  the number of subscribers that we serve, which in turn is a function of our ability to acquire new and retain existing subscribers

Retail comprises those subscribers 10 whom Sprimt directly provides wireless services on our networks or networks we utilize through MVNO relationships,
such as our relationship with Clearwire, whether those services are provided on a postpaid or a prepaid basis. Retail service revenue increased $391 million, or 2%, in
2016 as compared to 2009 and decreased $2.2 billion, or 8% in 2009 as compared to 2008. The increase in 1#tail service revenue was primarily driven by attracting
subscribers to the Company's Nationat Boost Monthly Unlimited prepaid plan in addition te service revenue related to the subscribers acquired through cur fourth quarter
2009 acquisitions of Virgin Mobile and iPCS. This increase in retail service revenue was partially offset by a decrease in postpaid service revenue driven by a reduction in
the Company's average prumber of postpaid subscribers of approximately 1.4 million, or 4%, in 2010 as compared to 2009. The majority of the decline in 2009 as
compared to 2008 is primarily due to a decrease in postpaid service revenus driven by a reduction in the Company's average rumber of postpaid subseribers of
approximately 4.1 million, or 11%, for the year ended December 31, 2009 partially offset by an increase in prepaid revenue primarily driven by attracting subscribers to
the Company's National Boost Monthly Unlimited prepaid plan.

Wholesale and affiliates are those subscribers who are served thirough MVYINO and affiliate refationships, such as our relationship with Clearwire, and other
arrangements through which wireless services ar¢ sold by Sprint to other companies that resell those services to subscribers. Wholesale, affiliate and other revenues, mn
total, decreased $32% million, or 60%%, for 2010 as compared 1o 2009, and 5397 million, or 42%, for 2009 as compared 1o 2008 The majority of the decrease in 2010 as
compared 1¢ 2009 was due to the transfer of $.4 million subscribers from wholesale and affiliates inte postpaid and prepaid classifications as a result of the fourth quarter
2009 acquisitions of Virgin Mabile and iPCS. The remaining decline in 2010 as compared to 2009 was primarily due to losses from two of our large MVNOs throughout
2009 in addition to lower revenues 1eceived from services provided through our machine-to-machine initintive. The decrease in 2009 as compared to 2008 was pnmarily
due to losses from two of our larpe MVNOs during 2009 Approximately 41% of our wholesale and affiliate subscribers represent a growing number of deviees that
utilize our network under our machine-to-machine initiative. These devices generate revenue from non-cantract usage which varies depending on the machine-to-machine
service being utilized. Average revenue per subscriber for our open-device machine-to-machine services is generally significantly lower than revenue from other
wholesale and affiliate subscribers; however, the cost to service these customers is also lower resulting i a higher profit margin as a percent of revenue,
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Average Manihly Service Revenue per Subscriber and Subscriber Trends

The table below summarizes average number of retail subscribers and average revenue per subscriber for the years ended December 31, 2010, 2009 and 2008,
Additicnal information about the number of subscribers, net additions to subscribers, average monthiy service revenue per subscriber and average rates of monthly
postpaid and prepaid customer churn for each quarter since the first quaster 2008 may be found :n the table on the following page.

Yeur Embed December 31,
o 2009 2008
(awchscribers in thoasands}
Average postpaid subscribers” 33,24% 34,540 38,752
Average prepaid subscribers” 11,272 5,313 4,135
Average monthly service revenue per subscriber™:
Pastpaid 5 55 8 56 % 56
Prepaid 23 33 30
Average retail 43 53 53

I} Average subscribers include subscribers acquired through business combinations prospeciively from the date of acquisition. Average subscribers for the years ended
December 31, 2010 and 2009 are inclusive of prepaid and postpaid subscribers acquired through our 2009 business combinations of Virgin Mobile and iPCS,
which were previously included within wholesale and affilivie subscribers. In addition, average prepaid subscribers for the same periods are exclusive of 49,000
subscribers iransferred (o wholesale and affifiates as a result of a safe and transfer of customers to an affiliate in 2010.

2} Average monthly service revenue per subscriber is calcwlated by dividing service revenue by the sum of the average number of subscribers. Changes in average
monihiy service revenue reflect subscribers who change rate plans, the level of voice and data usage, the amount of service credits which are offered to
subscribers, plus the nei effect of average monthly revenue generaied by new subscribers and deactivating subscribers.

Average monthly postpad service revenue per subscriber for 2010 declined slightly as compared to 2009 due to declines in overage revenues resulting from the
increased popularity of fixed-rate bundled plans including the Any Mobile Anytime™ feature. Average monthly retail postpaid service revenue per subscriber was stable
for 2009 compared t¢ 2008 as a result of improved retention of higher revenue subseribers an bundled rate plans offset by towar overage and roaming revenues

Average monthly prepaid service revenue per subseriber for 2000 decreased compared to 2009 dus to prepaid subscribers acquired in our fourth quanter 2005
business combination of Yirgin Mobile as well as net subscriber additions under our Assurance Wireless brand launched in early 2010, which carry a lower average
revenue per subscriber compared to Sprat's other prepaid subscribers. Average monthly prepaid service revenue per subscriber increased during 2009 as compared 10
2008 due to higher revenue from cur National Boost Monthly Unlimited users combined with more stable average revenue per subscriber from our traditional prepaid
users. The lower prepaid average revenue per subscriber and the increased weighting of average prepaid subscribers to total subscribers resulted in a decline in our
average retail service revenue per subscriber for 2010 compared to 2009.
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The following table shows {a) net addilions (1osses) of wireless subscribers for the past twelve quaners, excluding subscribers obtained through busi combinalions, (b) our
total subscribers as of the end of each quartedy period, {c} our average menthly post paid and prepaid service revenus per subscriber, and (d) cur average rates of monthly pesipaid and
prepaid customer chum for the pasi twelve quarters.

{uarter Ended
Murch 31, Jume 30, Seplember 30, December 31, March 3L, June 30,  Sepiember M), December 31, March 31, June 3, Seprember 30, December 31,
oA 008 2008 008 iK% 209 2009 25 Hs i 018 2011
Net additions (losses) (in
tDusands)
Postpaid""
iDEN {L067) (843) (364} (’36) [gpit) (598) (330) (507 447 (364} {383) (395}
CDMA™ (3} 73 (243} (249) (530} (393) (271) 3 (1313 136 276 453
Tolal retail posipaid (1,070} (776) (1,122} {1,105) {1,250) (991} (801} {504) (578} {228) {107) 58
Prepaid™
iDEN (547) (250) (305} Q64 764 38 801 483 (44} 46%) {700 (768)
CDMA 343 112 {24) (50} {90} {161} {135) (48) 392 638 Li71 1414
Talal retail prepaid (260 {138) {329) 314 674 777 666 435 348 173 47 646
Whaolesale and affiliales 183 11 L30 146 394 (43) {4L0) (ki3] 155 166 280 393
Totnl Wirekess (1,087) {901} (1321) (1,273) (L&) {157) {545) (148} (75} LLE 644 1,097
End uf peried subscribers
{im thowsaunds)
Postpaid:
iDEN 12,179 11,330 10,466 9,610 8,390 8,292 7,762 7,255 6,308 6,444 6,061 5,666
CDMA™™ 17,502 27,575 27.317 27,068 26,538 26,145 25874 26,712 26,581 26,117 26,953 27446
Total retail posipaid  39.681 38,905 37,783 36,678 35428 34,437 33,636 33,967 33,389 33,161 33,054 33,112
Prepaid:
iDEN 3552 1302 2,997 2733 3497 4,435 5236 571% 5675 5210 4510 3,742
CDMA™ 826 Y34 914 864 774 613 378 4,969 5361 5999 7111 8,535
‘Toial retail prepaid 4378 4,240 3,911 1597 4,271 5,048 5714 10,688 11,036 11,209 11,631 12,277
Wholesale and affiliates™ 8,701 8,714 8,844 8,950 9,384 9341 8931 3,478 3,633 3,799 4,128 4,521
Total Wircless 52,760 51,859 50,538 49,265 49,043 45,826 48,281 48,133 43,658 4R8.159 48813 49,510
Average moathly scrvice
reveane per s bscriber
Retail Posipaid 5 %6 § % 3 56 5 % 0§ % § W 3 5 H 503 55§ 35§ 55 H 5%
Retail Prepaid $ % 5§ W 3 3 o f 31 F M8 35 $ 3 3 YA B ) $ 8 1 28
Monthly customer churn
rate”®
Retail posipaid 245% 1.94% 2.15% 216% 2.25% 205% 217% 2111% 2.15% | R5% 193% 1.86%
Retail prepaid 9.93% 7.36% 8.16% 8.20% 6.86% 6.38%, 6.65% 5.56% 574% 561% 532% 493%

(1} Postpaid swbscriber ner additions by plotform GDEN and CDMA} have been madified for aif periods presented to include subscribers that migrated between nebwork fechnologies, which were previcusly
exciuded. This change in presentation of previeusly reported amounts had no effect on iotal retail postpaid nef additions or other subscriber velated performance merrics in any prior perivds and befter
reflects Sprint’s trend of subscriber actwity by network technolugy.

(2} Includes subscribers with PowerSource devices, which aperate seamiessly berween our CDMA and i[XEN networks.

(3} In the first quarter 2008, Boost Monthly Unlimited was lavached on IDEN. In the first guarter 2018, Boost AMonthly ntimited was launched un CDMA.

4}  Reflecis the transfer of 4,539,000 Prepaid and 835,000 Postpaid subscribers from Wholesale and affiliates as a result of the business combinations completed in the fourth quarter 2009 as well as the third
quarier 2010 transfer of 49,000 Wholesale and affiliates subscribers from Prepaid as o reswli of a sole and transfer of customers 1o an affiliate.

£5) Churn is calculared by dividing net subscriber deactivations for the quarler by the sum of the average nunber of subscribers for each month in the quarter. For posipaid accoutis comprising multiple
subscribers, such as family plans and enterprive accaunls, net deacti are defined as de ir excess af customeay activations ity a parficular accouni within 38 days. Postpald and Prepaid chirn
consist of boh voluntary ciirn, where the subscriber prakes his or her awn determination b cease being a customer, ond involuntary churn, where the cuslomer’s service is lerminated dwe (o & lack of payment
or other reasons.
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Retail Posipaid Subscribers - -We lost 855,000 net pestpaid subseribers during 2010 as compared to losing 3.5 million and 4.1 million ne1 postpaid subscribers
during 2009 and 2008, respectively. Ous improvement in net postpaid subscriber losses year over year can be attzibuted 1o our improvements in retail postpaid gross adds
and lower postpaid churn resuiting from simplified and value-driven bundled offers, a more competitive device line-up, as well as our continued improvements in overall
custorner ¢xperience and customer care satisfaction.

Reiail Prepoid Subscribers  We added approximately 1.6 million net prepaid subscribers duning 2010 as compared to adding 2.6 million and losing 981,000
net prepaid subscribers in 2009 and 2008, respectively. Cur net prepaid subscriber additions in 2010 were principally driven by net additions from the Assurance Wircless
and Boost Mobile brands, partially offset by net losses assaciated with the Virgin Mobile brand including a transfer of 49,000 subscribers from prepaid to whelesale and
affiliates as a result of a sale and transfer of customers to an affiliate. Our net prepaid subscriber additions in 2009 as compared to losses in 2008 were principally driven
by the Boost Monthly Unlimited plan, Prepaid subscribers are generally deactivated between 60 days and up to 150 days from the date of activation or replenishment,
however, prior to account deactivation, targeted retention programs can be offered to qualifying subscribers to maintain ongoing service by providing up to an additienal
150 days to make a replenishment. Subscribers targeted through these retention offers are not included in the calculation of churn until their retention offer expires without
a replenishment to their account. As a result, end of period prepaid subscribers include subscribers engaged in these retention programs. Retention offers 10 these targeted
subscribers remained consistent as a percentage of our total prepaid subscriber base during 2010,

Wholesale and Affitiate Subscribers—Wholesale and affiliate subscribers represent customers that are served on our networks through companies that resell our
services to their subscribers, customers residing in affiliate territories and a growing pertion of subscribers from our machine-10-machine initiative pnmanly representing
devices that utilize our network. During 2010, wholesale and affiliate subscriber additions were 994,000 resulting in approximately 4.5 miltion whelesale and affiliate
subscribers as of December 31, 2010, compared to approximately 3.5 miltion and 5.0 million whalesale and affiliate subscribers as of December 31, 2009 and 2008,
respectively. The increase in the wholcsale subscriber base was primarily due to subscriber additions in other MVNO relationships during 2010. The decrease from 2008
to 2009 was primarily due to subscribers transferred to postpaid and prepaid as result of the fourth quarter 2009 business combinations of Virgin Mobile and iPCS. Of the
remaining 4.5 million subscribers inctuded in whalesale and affilinte, approximately 41% represent machine-to-machine activities such as e-readers, in-vehicle devices
and telematics. Subscribers through some of cur MYNO relationships have inactivity either in voice usage or primarily as a result of the nature of the devics, where
activity only occurs when data retrieval is initiated by the end-user and may occur infrequently. Although we continue to provide these customers access to our network
through our MVNO relationships, approximately $59,000 subscribers through these MYNQ relationships have been inactive for at least six months, with no associated
revenue,

Cost of Services
Cost of services consists primarily of:

+  costs to operate and maintain our CDMA and iDEN petworks, inciuding direct switch and cell site costs, such as rent, utilities, maintenance, labor costs
associated with network employees and spectrum frequency leasing costs;

+  fixed and variabie intercornection costs, the fixed component of which consists of monthly flat-rate fees for facilities leased from local exchange carmers
based on the number of cell sites and switches in service in a particular period and the related equipment mstailed at ¢ach site, and the variable
compenent of which generally consists of per-minute use fees charged by wireline providers for calls terminating on their networks, which fluctuate in
relation to the level and duration of those terminating calls,

+ long distance costs paid to the Wireline segment;
*  costs to service and repair devices;

= regulatory fees;

»  roaming fees paid to other carriers; and

= fixed and variable costs relating to payments 1o third parties for the use of their proprietary data applications, such as messaging, music, TV and
navigation services by our subscribers
Cost of services decreased $96 million, or 1%, in 2010 compared ta 2009, primanly refiecting a decline in service and repair costs by focusing on device repairs
and refurbishment rather than utilizing new devices, & decline in long distance network costs as a result of lower market rates as well as a decline in payments to third
party vendors providing premium services as a result of changing from usage based payments to flat rates. This decline was partially offset by increased roaming due to
higher data usage and an increase in license fees as a resuit of the continued growth in smartphone devices, which carry hugher fees. Cost of services decreased 5361
miltion, or 4%, in 2609 as compared 10 2008 primarily reflecting a decline in labor, outside services and maintenance costs consistent with the Company's cost cutting
efforts, as well as a decline in network casts associated with fewer subscribers.
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Eguipment Net Subsidy

We recognize equipment eevenue and corresponding costs of devices when title of the device passes 1o the dealer or end-user customer. Qur marketing plans
assume that devices typically will be sold at prices below cost, which is consistent with industry practice, as subscriber retention effons ofien include providing incentives
to subscribers such as offering new devices at discounted prices, We reduce equipment revenue for these discounts offered directly to the customer, or for certain
payments to third-party dealers to reimburse the dealer for point of sale discounts that are offered 1o the end-user subscriber. Additionally, the cost of devices is reduced
by any rebates that are eamed from the supphier. Cost of devices and accessories also includes order fulfillment related expenses and write-downs of device and related
accessory inventory for shrinkage and obsolescence. Equipment cost in excess of the revenue generated from equipment sales is referred to in the indusiry as equipment
net subsidy. Equipment revenue increased $749 million, or 38%, in 2010 compared to 2009 and cost of devices increased $1.4 billion, or 26%, in 2010 compared to 2009.
The increase in both equipment revenue and cos1 of devices is primarily due to an increase in the number of postpaid devices sold with a greater mix of devices that have a
higher average sales price and cost, as well as an increase in the number of prepaid devices sold. Equipment revenue decreased $38 million, or 2%, in 2009 compared to
2008 primarily due to declining average sales prices for devices with higher functionality as a result of competitive and economic pressures, partially offset by an increase
in the number of lower priced prepaid devices sold in 2009 as compared to 2008. Cost of devices increased $69% million, or 15%, in 2009 compared to 2008, primarily
due to our mix of devices sold reflecting a greater mix of postpaid devices seld with a higher functionality and an ingrease in the number of devices sold.

Selling, General and Administrative Expense

Sales and marketing costs primarily consist of customer acquisition costs, including commissions patd to our indirect deaters, third-party distributors and retail
sales force for new device activations and upgrades, residual payments to our indirect dealers, payroll and facilities costs associated with our retail sales force, marketing
employees, advertising, media programs and sponsorships, including costs related to branding. General and administrative expenses primarily consist of costs for bikling,
customer care and information technology operations, bad debt expense and administrative support activities, including collections, legal, finance, human resources,
strategic planning and technology and product development.

Sales and marketing expense increased $322 million, or 7%, in 2010 from 2009 as compared to a decrease of $273 million, or 6%, 1 2009 from 2008. The
increase in sales and marketing expenses for the year ended December 31, 2010 is primarily due to the additional costs associated with our increase in subscriber gross
additions combined with incremental ¢osts associated with our business combinations in the fourth quarter 2009, offset by a decline in marketing expenditures related to
our cost cutting initiatives. The decline in sales and marketing expenses for the year ended December 31, 2009 is primarily due to a decling in gross subscriber additions
compared to 2008 and a decline in labor related cests due 10 our workforce and cost reduction activities

General and administrative cosis decreased $203 million, or 5%, in 2010 from 2005 and §1.4 billion, or 22%, tn 2009 frem 2008, The decline in general and
administrative costs for the year ended December 31, 2010 reflects a reduction in customer care costs and minor continued effects of workforce reductions and cost
cutting nitiatives announced in 2009 offset by increases as a result of the fourth quarter 2009 business ¢embinations of ¥irgin Mobile and iPCS in addition to an increase
in bad debt expense. The decline in general and administrative costs for the year ended December 31, 2009 15 primarily due to reductions in customer care costs, the
decrease in employee related costs as part of our cost cutting initiatives and Jower bad debt expense. Customer care costs decreased $87 million in 2010 as compared to
2009 and $363 million in 2009 as compared to 2008, The improvement in customer care costs is largely attributable to customer care quality initiatives launched in 2008
that have resulted in a reduction in calls per subscriber by 39% from 2007 peak levels which allowed for a reduction of 19 call centers in 2009 and 11 cali centers in 2008
Employee retated costs in 2010 were consistent with 2009 and costs decreased approximately $536 million in 2009 as compared 10 2008, due to workforce reductions
announced in January and November 2009 Bad debt expense was $423 million for the year ended December 31, 2010 representing a $31 million increase, as compared to
bad debt expense of $392 million in 2009, The increase in bad debt expense primariy reflects 2009 reductions in allowances for bad debt due to increased rates of
re¢overy Eor the year ended Decernber 3 1, 2009, bad debt expense decreased $240 million as compared 10 bad debt expense of $632 million in 2008. The improvement
in bad debt expense resulted from lower rates of uncollectibility during the peried, as well as lower estmated uncollectible accounts in cutstanding accounts receivable
We reassess our ailowance for doubtful accounts quarterly. Changes in our allowance for doubtful accounts are largely attributable to credit pelicies established for
subscribers and analysis of historical collection experience. Our mix of prime postpaid subscribers 10 total postpaid subscribers remained flat at 84% as of December 31,
2010 and 2009, respectively.
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Segment Earnings - Wireline

Wireline segment eamings are primarily a function of wireline service revenue, network and interconnection costs and other Wireline segment operating
expenses. Network costs primarily represent special access costs and intercennection costs whick generally consist of domestic and international per-minute usage fees
paid to other carriers. The remaining costs associated with operating the Wireline segment include the costs to eperate cur customer care and billing organizations in
addition to administrative support, Wireline service revenue, and variable network and interconnection costs fluctuate with the changes in our customer base and their
related usage, but some cost elements do not fluctuate in the short term with the changes in cur customer usage Our wireline services provided to our Wireless sepmeny
are generally accounted for based on market rates which we believe appreximate fair value. The Company generally re-establishes these rates at the beginning of each
fiscal year, Over the past several years, there has been an industry wide trend of lower rates due to increased competition from other wireline and wireless
communications companies as well as cable and intemet service providers. For 2011, we expect wireline service gross margin to decline by approximately $200 ta $250
million to reflect changes in market prices for services provided by our Wireline segment 1o our Witeless segment. This decling in wireline service gross margin related to
intercompany pricing will not affect Sprint's consolidated results of operations as our Wireless segment will benefit from an equivalent reduction in cost of service The
fallewing 1able provides an overview of the results of operations of our Wireline segment for the years ended December 31, 2010, 2009 and 2008

Vews Evbed December 31,
Wirkliag Exraliea 210 2009 2008
fin millions)

Voice 2249 § 2,963 § 3,079
Data 319 662 959
Internet 2,175 2,293 2,148
Other 97 111 146

Total net service revenue 5,040 5,629 6,332
Cost of services and products {3.319) (3,663) {4,192)
Service gross margin 1,721 1,956 2,140
Service gross margin percentage 34% 35% 34%
Selling, general and admimistrative expense (631) {745) {965)

Wireline segment earnings 1,050 § 1,221 % 1,175

Wireline Revenue
Voice Reverues

Vaoice revenues decreased $314 million, or 12%, in 2010 as compared 10 2009 and decreased $516 million, or 17%, in 2009 as compared to 2008. The 2010 and
2009 decreases were primarily driven by volume declines due to customer churn as well as overall price declines. Voice revenues generated from the sale of services to
our Wireless segment represented 33% of total voice revenues in 2010 as compared te 31% in 200% and 26% in 2008,

Datg Revenues

Data revenuss reflect sales of data services, including ATM, frame relay and managed network services. Data revenues decreased $143 million, or 22%, n
2010 as compared (¢ 2009 and decreased $297 million, or 3 1%, in 2009 as compared to 2008 due to declines in frame 1elay and asynchronous transfer mode (ATM)
services as subscribers migrated to IP-based technologies. Data revenues generated from the provision of services to the Wireless segment represented 27% of total data
revenue in 2010 as compared to 19% in 2009 and 13% in 2008.

Internef Reverues

Internet revenues reflect sales of IP-based data services, including MPLS, VolIP and StP_ Internet revenues decreased $1 18 million, or 5%, in 2010 from 2009
as compared to an increase of $145 millien, or 7%, in 2009 from 2008, The 2018 decrease was due to 2 decline in new [P custorners with lower market rates as a result of
increased competition. The 2009 increase was due to higher IP revenues as business subscribers were increasing requirements to support wireless customer's data traffic,
in additien 10 revenue growth in cable VoIP, which experienced a 15% increase in subscribers in 2009 as compared te 2008, Internet revenues generated from the
provision of services to the Wireless segment represented 10% of total Internet revenues in 2010 as compared ta 11% in 2008 and 9% in 2008. Some MSO's are in the

process of in-seurcing their digital voice products for which the transition and associated revenue reductions will occur over the next several years with a decrease of
appreximately $200 millien to cccur in 2011,
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Other Revenies

Other revenues, which primarily consist of sales of customer premises equipment (CPE), decreased $14 million, or 13% in 2010 as compared to 2009 and $35
million, or 24%, in 2009 as compared to 2008 ag a result of fewer projects n 2010 and 2009

Costs of Services and Products

Costs of services and products include access costs paid to local phone companies, other domestic service providers and foreign phone companies to complete
calls made by our domestic subscribers, costs to operate and maintain our networks and costs of equipment. Costs of services and products decreased $344 million, or 9%,
in 2010 from 2009 and §529 million, or 13%, in 2609 from 2008, The decrease in 2010 and 200 is primarity due to declining voice volumes and a shift in mix to lower
cost products as a result of the migration from data to 1P-based technologies. Service gross margin percentage increased from 34% in 2008 to 33% in 2009 and decreased
back to 34% in 2010, The increase from 2008 to 2009 was primarily due to revenue growth in our cable VolP business and a decrease in costs of services and products
offset by a decrease in voice revenue. The decrease from 2009 to 2010 was as a result of a decrease in net service revenue cffset by a decrease in costs of services and
products.

Selling, General and Administrative Expense

Selling, general and administrative expense decreased 5114 million, or 15%, in 2010 as compared to 2009 and $220 million, or 23% in 2009 as compared 2008,
The decreases were pnimanily due to a reduction in employee headcount and a decline in the use of outside services and maintenance as part of our cost cutling initiatives.
Total selling, general and admin:strative expense as a percentage of net services revenue was 13% in 2010 and 2009 and 15% in 2008,

LIQUIDITY AND CAPITAL RESOURCES

Cash Flow
Yewr Ended December 31,
2010 2009 2008
(in miflions)
Net cash provided by operating aclivities 3 4,815 % 4891 % 6,179
Net cash used in investing activities {2,556) (3,844) (4,250)
Net cash used in financing activities (905) (N9 (484)
Operating Activities

Net cash provided by operating activities of $4.8 billion in 2010 decreased $76 million from the same period in 2009 primarily due to a 3156 million decrease
in cash received from our subscribers resulting from a decline in our postpaid subscriber customer base, an increase of $217 millicn in cash paid ta cur suppliers and
employees, and an increase of $36 million in cash paid for interest. These were partially offset by an increase of $170 million in cash received for income tax refunds. Net
cash provided by operating activities for 2009 also includes a cash payment of $200 million resulting from a contribution to the Company pension plan.

Net cash provided by operaning activities of $4 9 billion in 2009 decreased by $1.3 billion from 2008, primarily due to a 33 6 billion decrease in cash recerved
from our subscribers as a result of declining service revenues from our loss of post-paid subscribers and a $200 miilion contribution to the Company pension plan during
2009. These declines were offset by a decrease of $2.1 billion in cash paid to our suppliers and employees primarily due to reductions in variable cost of services and
products and selling, ganeral and administrative expenses due to the various cost cutting initiatives implemented ever the past year.

Net cash provided by aperating activities for 2008 is net of cash used for operating activities of approxamately $300 million that related to our operations that
were sontributed 1o Clearwire in November 2008,

Investing Activities

Net cash used in investing activities for 2010 decreased by $1.3 billion from 2009, due to a decrease of $300 million in purchases of short-term investments and
a decrease of $132 million in expenditures related to FCC licenses as determined by specific operations requirements of the Report and Order. These decreases were
partially offset by reduced proceeds from sales and maturities of short-term investments of $418 million and increased capital expenditures of $332 million to add
coverage and capacity 1o our wireless networks. Sprint also increased its investment in Clearwirg by $1.1 billion and acquired iPCS and Virgin Mobiie for $560 million in
2009, which resulted in the remaining decline in 2010 as compared to 2005,

Net cash used in investing activities for 2009 decreased by $406 mullion from 2008, primarily due 10 an increase of $369 million in proceeds from short-term
investments and a decrease in capital expenditures of $2.3 billion in 2009 as
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compared to 2008 mainly due to fewer cell sites built in 2009, fewer 1T and network development projects and costs incurred related to the bunid-up of WiMAX in 2008
that are no longer being incurred in 2009 due to the close of the transaction with Clearwire in November 2008. The decreases were offset by increased purchases of $599
million in shor-tern investments, a $1.1 billion increase of Sprint's investment in Clearwire and $560 million used to acquire Virgin Maobile and iPCS in the fourth
quarter 2309,

Net cash vsed in investing activities for 2008 include expenditures of approximately $600 millien related 1o capital assets and FCC licenses that were
contributed to Clearwire in November 2008

Financing Activities

Net ¢ash used in financing activities was $305 million during 2010 compared to net cash used by financing activities of 3519 million in 2009, Activities in 2010
included a $750 millicn debs payment in June 2010 and a $51 million payment for debt financing costs associated with our new revalving credit facility. In addition, 1n the
fourth quarter 2010, we exercised an option to terminate our relationship with a variable interest entity, which resulted in the repayment of financing, capital lease and
other obligations of $165 million

Net cash used in financing activities was $519 million during 2009 as compared to net cash used in financing activities of $484 million in 2008. Activities in
2009 include debt repayments of $600 million of senior notes in May 2009, the early redemption of $607 million of cur convertible senior notes in Septernber 2009, and a
$1.0 billion payment on our revolving bank credit facility in November 2009 offset by the issuance of $1.3 billion of senior noies in August 2009,

Net cash used in financing activities was $484 million during 2008. Activities in 2008 include the draw-down of $2.5 billich under our revolving bank credit
facility in February 2008, the net proceeds from the financing obligation with TowerCo Acquisition LLC related to a sale and subsequent leaseback of multiple tower
locations in September 2008 of $645 million, and proceeds from the issuance of commercial paper of $681 million, offset by the early redemption of $1.25 billion of cur
senior notes in June 2008, the extinguishment in September 2008 of $235 million of US Unwired Inc.'s 10% Second Priority Senior Secured Notes due 2012, the
extinguishment in September 2008 of $230 million of Alamosa (Delaware), Inc.'s £.5% Senior Notes due 2012, the repayment of ¥1.5 billion of our revolving bank credit
facility in the third and fourth quarters of 2008 and matunties of commercial paper of $1.1 billion,

We received $8 million, $4 million and $57 million in 2010, 200% and 2008, respectively, in proceeds from common share issuances, primarily resulting from
exercises of empioyee options
Liquidity

As of December 31, 2010, our cash, cash equivalents and short-term investments totaled $5.5 billion. On May 21, 2010, we entered inte a new 32.1 billion
unsecured revelving credit facility that expires in October 2013, This new credit facility replaced the $4.5 billion credir facility that was due to expire in December 2010.
As of December 31, 2018, $1.4 biliion in lerters of credit, including a $1.3 billion letter of credit required by the Report and Order to reconfigure the 800 MHz band, were
outstanding under our $2.) billion revolving bank credit facility. As a result of the outstanding letters of credit, which directly reduce the availability of the revolving bank
credit facility, we had $700 million of borrowing capacity available under our revolving bank credit facility as of December 31, 2010. Accordingly, Sprint's liguidity as of
December 31, 2010, including cash, cash equivalents, shert-term investments and available borrewing capacity under our revolving credit facility was $6.2 billion. In
addition, in January 2011, $1 .65 billion of Sprint Capitat Corporation 7.625% senior notes were repaid upon maturity and we amended $30C million of our 5750 million
Export Development Canada loan to extend the maturity date from 2012 to 2015.

The terms and conditions of our revolving bank credit facility require the ratio of total indebtedness to trailing four quarters ¢amings before interest, taxes,
depreciation and amortization and certain other non-recurring items, as defined by the credit facility (adjusted EBITDA}, to be ne more than 4.5 to 1.0, Beginning in April
2012, the ratio will be reduced to 4.25 to 1.0, and further reduced to 4.0 to 1.0 in January 2017 As of Decamber 31, 2010, the ratio was 3.7 to 1.0 as compared to 3.5 1o
1.0 as of Decamber 31, 2006 resulting from our decline in adjusted EBITDA. Under this revolving bank credit facility, we are currently restricted from paying cash
dividends because our ratic of total indebtedness to adjusted EBITDA exceeds 2.5 10 1.0, The terms of the revelving bank credit facility provide for an interest rate equal
to the Lenden Interbank Offered Rate (LIBOR), plus a margin of between 2.75% and 3.50%, depending on our debt ratings. Certain of our domestic subsidiaries have
guaranteed the revolving bank credit facility.

A default under our borrowings could trigger defaults under our other debt obligations, which in turn ¢ould result in the maturities being accelerated. Certain
indentures that govern our outstanding notes also require compliance with various covenants, including limitations on the incurrence of indebtedness and liens by the
Company and its subsidiaries, as defined by the terms of the indentures. As of December 31, 2010, we own a 54% economic interest in Clearwire, As a result, Clearwire
could be considered a subsidiary under certain agreements relating 1o our indebtedness. Whether Clearwire could be considered a subsidiary under our debt agreements is
subject to interpretation In December 2010, as a result of an amendment to the Clearwire equityholders’ agreernent, Sprint obtained the right to unilaterally surrender
voling secutities 10 rechice its voting security percentage below 50%, which could eliminate the petent:al for Clearwite 1o be considered a subsidiary of Sprint,
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Certain actions or defaults by Clearwire would, if viewed as a subsidiary, result in a breach of covenants, including potential cross-default provisions, under certain
agreements relating 1o our indebiedness. However, we believe the unilateral rights ebtained in December significantly mitigate the possibility of an ¢vent that would
cross-default against Sprint's debt obligations

W expect te remain in compliance with our covenants through at least the end of 2012, although there can be no assurance that we will do so. Although we
expect te improve our postpaid subscriber results, if we do not meet our plan, depending on the severity of the actual subscriber results versus what we currently
anticipate, it is possible that we would not remain in compliance with our covenants or be able 1o meet our debt service obligations, which ceuld resuit in acceleration of
our indebtedness. If such unforeseen events ocour, we may engage with our lenders to obtain appropriate warvers of amendrments of our credit facilities or refinance
borrowings, although there is no assurance we would be successful in any of these actions.

Sprint's current liquidity position makes it likely that we will be able to meet our debt service requirements and other funding needs currently idensified threugh
at least the #nd of 2012 by using our anticipated cash flows from operating activities as weli as our cash and cash equivalents on hand. In addition, we also have available
the remaining borrewing capacity under our revolving bank credit facility. Nevertheless, if we are unable to continue to reduce the rate of losses of postpaid subscribers, it
ceuld have a significant negative impact on cash provided by operating activities and our liquidity in future years

In determining that we expect to meet our funding needs through at least 2012, we have considered:

+ expenses relating to our aperatiens;

+ anticipated levels of capital expenditures, including the capacity and upgrading of our networks and the deployment of new technologies in our networks,
and FCC ligense acquisitions;

» anticipated payments under the Report and Order, as supplemented;

+ any contributions we may make 1o our pension plan,

= scheduled debt service requirements;

+ any additional investment we may choose 10 make in Clearwire, and

+ other future contractual obligations and general corporate expenditures.

Any of these events or circumstances could involve significant additional funding needs in excess of anticipated cash flaws from operating activities and the
identified currently available funding sources, including existing cash and cash equivalents and borrowings available under our existing revolving credit facility If
existing capital 1esources are not sufficient to meet these funding needs, it would be necessary to raise additional capital to meet those needs.

Qur abitity to fund our capital needs from cutside sources is ultimately affected by the averall capacity and terms of the banking and securities markets, as wel
as cur performance and our credit ratings. Given our recent financial performance as well as the volatility in these markets, we continye to menitor them closely and te
take steps to maintain financial flexibility and a reasonable cost of capital

As of December 34, 2010, Moody's Investor Service, Standard & Poor's Ratings Services, and Fiteh Ratings had assigned the following credit ratings to certain
of our cutstanding obligations:

Ratiig
Senlor Unaecured
Bank Credit Senlur
Ralfing Agency Facility Unsecured Debt Outlaak
Moody's BaaZ Ba3 Under Review
Standard and Poor's Not Rated BB- Negative
Fitch BB- BB- Negative

Downgrades of our current ratings do not accelerate scheduled principal payments of our existing debt. However, downgrades may cause us to incur higher
interest costs on our credit facilities and future borrowings, if any, and could negatively impact our access to the public capital markets.

As of Decemnber 31, 2010, we had werking capital of $2.0 biilion compared to $1.8 billion as of December 31, 2009,
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CURRENT BUSINESS OUTLOOK

We endeaver to both add new and retain our existing wirgless subscribers in crder to reverse the net Joss in postpaid wireless subscribers that we have

experienced. We expect to improve our subscriber rends by contimuing to improve the customer experience and through affers which provide value, simplicity and
productivity.

Given the curvent economic environment, the difficulties the economic uncertainties create in forecasting, as wetl as the inherent uncestainties in predicting
future customer behavior, we are unable to forecast with assurance the net retail postpaid subscriber results we will experience during 2011 or thereafter, However, the
Company expects postpaid subscriber net additions for the full year 2011 and to improve total wireless subscriber net additions in 2011, as compared to 2010.

Our net subscriber losses have significantly reduced our revenue and operating cash flow. These effects will continue if we do not continue to attract new
subseribers and/or reduce our rate of churn. See “Effects on our Wireless Business of Postpaid Subscriber Losses” above for a discussion of how our subseriber trends will
impact our segment eamings trends. Also, subscriber losses will further decrease our adjusted EBITDA, as defined by our revalving bank ¢redit facility. Management
implemented cost reduction programs designed 1o decrease our cost structure by reducing our labor and other costs; however, we do not expect that the reduction in cests
will fully offset the revenue declines described above.

The above discussion is subject 1o the risks and other cautionary and qualifying factors set forth under “—Forward-Locking Statements™ and Part I, Item LA
“Risk Factors” in this report,
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FUTURE CONTRACTUAL OBLIGATIONS

The following table sets forth cur best estimates as to the amounts and timing of contractual payments as of December 31, 2010. Future events, including
additional purchases of aur securities and refinancing of those securities, could cause actual payments to differ significantly from these amounts. See “—Forward-Locking
Statements.”

k6 umd

Furure Contractusl Obligutions Total 2011 3 2013 2014 018 thereatter
fire milfians)

Senior notes, bank credit facilities and debentures™ 5 30,586 % 299 § 3914 % 2831 3% 2,261 % 3007 $ 15,604
Capital leases and financing obligation™ 1,748 84 85 87 82 82 1,327
Operating leages”® 13,392 1,654 1,705 1,576 1,415 1,136 5866
Purchase orders and other commitments” 11,788 7,166 1,625 1,227 589 326 555
Total $ 57514 5 1913 8§ 7630 § 5721 8 4347 § 4551 5§ 23352

fi) inctudes principai and estimated inerest payments. Interest payments are based on managemeni’s expeciations for future inferesi rales. In January 2011, §300 miilion of our 750
miilion Export Development Canada loan was amended 10 exiend ihe maturity date from 2042 to 2015, whick is not reflected in the fable above.

(2} Represents capitai lease payments Including interest and financing obligation related to the sale and subsequent leaseback of multiple tower sifes.
(3)  Includes future lease casts related to cell and switch sites, real gstate, network equipment and office space.
(4} Inciudes service, spectrum, network capacity and other execuiory contracts. Kxcludes blanket purchase orders in the amount of $44 million. See below for further discission.

“Purchase ordess and other commitments” include minimum purchases we commit to purchase from suppliers aver time and/or the unconditional purchase
obligations where we guarantee to make a minimum payment to suppliers for goods and services regardiess of whether suppliers fully deliver them. Amounts actually
paid under some of these “other” agreements will likely be higher due to variable components of these agreements. The more significant variable components that
determine the ultimate obligation owed include hours contracted, subscribers and other factors. In addition, we are party 10 various arzangements that are conditional in
nature and create an obligation to make payments only upon the cecurrence of certain events, such as the delivery of functioning software or products. Because it is not
possible 10 predict the timing or amounts that may be due under these conditional arrangements, no such amounis have been included in the table above. The table above
alse excludes about 544 million of blanket purchase erder ampunts since their agreement terms are not specified. No time {rame is set for these purchase orders and they
are not legally binding. As a result, they are not firm commitments. Qur liability for uncertain tax positions was $228 million as of December 31, 2010. Due to the
inherent uncertainty of the timing of the resolution of the underlying tax positiens, it is not practicable to assign this liability to any particular year(s) in the table.

The table above does not include remaining costs 1o be paid in connection with the fulfillment of our obligations under the Report and Order. The Report and
Order requires us 10 make a payment to the U.S. 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 in the 700 MHz and 800 MHz bands that we surrendered under the decision plus the actual costs, or
qualifying costs, that we incur 10 retune incumbents and our own facilities. The total minimum cash obligation for the Report and Order is $2.8 billien. From the inception
of the program through December 31, 2010, we have incurred appreximately $2.8 billion of costs dizectly attributable to the spectrum recenfiguration program. This
amount does not include any of our internal network costs that we have preliminarily allocated to the reconfiguratien program for capacity sites and modifications for
which we may request credit under the reconfiguration program, We estimate, based on cur experience to date with the reconfiguration program and on information
currently available, that our total direct costs attributable to complete the spectruin reconfigurations wiil range between $3.4 and $3.7 billion. Accordingly, we believe that
it is unlikely that we will be required to make a payment to the U.S. Treasury

OFF-BALANCE SHEET FINANCING
We do not participate in, of secure, financings for any unconsclidated, special purpose entitias.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Sprint applies those accounting policies that management believes best reflect the underlying business and sconomic events, consistent with accounting
principles generally accepted in the United States. Sprint's more critical accounting policies include those related 10 the basis of presentation, allowance for doubtful
accounts, valuation and recoverability of our equity methed investment in Clearwire, valuation and recoverability of tong-lived assets, evaluation of goodwill and
indefinite-lived assets for impairment, and accruals for taxes based on income. Inherent :n such policies are certain key assumptions and estimates made by management.
Management periodically updates its estimates used in the preparation of the financial statements based on its latest assessment of the curent and projected business and
general economic environment. These critical accounting policies have been discussed with Sprint's Board of Directors, Sprint's significant accounting policies are
summarized in the Notes to the Consolidated Financial Statements.

Busis of Presentation

The consolidated financial statements include the accounts of Sprint and its censolidated subsidiaries. Investments where Sprint maintains majority ownership,
but lacks full decision making ability over all major (ssues, are accounted for using the equity method. Governancs for Sprint's major unconsolidated investment,
Clearwire, i3 based on Clearwire board representation for which Sprint does not have a majority vote.

Allewance for Doubtful Accounts

We maintain an allowance for doubtful accounts for estimated losses that result from failure of cur subscribers to make required payments. Qur estimate of the
atlowance for doubtful accounts considers a number of factars, including collection experience, aging of the accounts receivable portfolios, credit quality of the subscriber
base, estimated proceeds from future bad debt sales and other qualitative considerations. To the extent tha actual loss experienge differs significantly from historical
trends, the required allowance amounts could differ frem our estimate. A 10% change in the amount estimated te be uncollectible would r¢sult in a corresponding ¢hange
in bad debt expense cf about $19 million for the Wireless segment and $t million for the Wireline segment.

Valuation and Recoverability of our Equity Method Investment in Clearwire

‘We assess our equity method investment for other-than-temporary impairment when indicators such as decline in quoted prices in active markets indicate a
value below the carying value of our investment. This evaluation requires significant judgment regarding, but not limited to, the severity and duration of decline in
market prices, the ability and intent to held the securities until recovery; financial condition, liquidity, and near-term prospects of the issuer, specific events, and other
factors. Sprint's assessrent that an investment is not other-than-temporarily impaired could change in the future due to changes in facts and circumstances.

Sprint owns a 54% ownership interest in Clearwire for which the carrying value as of December 31, 2010 was $3.1 billion while the value of such investment
based on Clearwire's closing stock price was $2.7 billion. Sprint's ability to recover the carrying value of its investment depends, in part, upon Clearwire's ability to obtain
sufficient funding to support its operations and its ability to successfully develop, deploy, and maintain its 4G network. A decline in the estimated fair value of Clearwire
that would be deemed (o be other-than-temporary could result in a material impairment 1o the arrying value of our investment. We do not intend 10 get! our 54%
economic interest in the foreseeable future, and recoverability of our #quity investment is not affected by short-term fluctuations in Clearwire's stock price. Accerdingly,
we expect 1o fully recaver the carrying value of our invesiment in Clearwire.

Valuation and Recoverability of Long-lived Assets

Long-lived assets consist primarily of property, plant and equipment and intangible assets subject 10 amortization. Changes in technelogy or in our intended use
of these assets, as well as changes in economic or industry factors or in our business or prospects, may cause the estimated period of use or the value of these assets to
change.

Property, plant and equipment are generaily depreciated on a straight-line basis over estimated economic useful lives. Certain network assets are depreciated
using the group life method. Depreciable life studies are performed periodically 1o confirm the appropriateness of depreciable lives for certain categories of property, plant
and equipment. These studies take into account actual usage, physical wear and 1ear, replacement history and assumptions about technclogy evolution. When these factors
indicate that an asset's useful life is different from the previous assessment, we depreciate the remaining book values prospectively over the adjusted remaining estimated
useful life. Depreciation rates for assets using the group life methad are revised periodically as required under this method. Changes made as a result of depreciable life
studies and rate changes generally do not have a material effect on depreciation expense.

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable, Long-
lived asset groups were determined based upon certain factors including assessing the lowest level for which identifiable cash fiews are largely independent of the cash
flows of other groups of assets and liabilities. If the total of the expected undiscounted future cash flows is less than the carrying amount of our assets, a loss is recognized
for the difference between the estimated fair value and carrying value of the assets. [mpairment analyses, when
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performed, are based on our current business and technolegy strategy, views of growth rates for our business, anticipated future economic and regulatory conditions and
expected technological availability. During 2010, we analyzed long-lived assets in our Wireless segment for recoverability and, based on our estmate of undiscounted
cash flows, determined the carrying value to be recoverable. Our estimate of undiscounted cash flows exceeded the carrying value of these assets by more than 10% If we
continue te have operational challenges, including obtaining and retaining subsenibers, future cash flows of the Company may not be sufficient to recover the carying
value of our wireless asset graup, and we could record asset impairments that are material to Sprint's consolidated results of operations and financial condition

In addition to the analyses described abeve, certain assets that have nat yet been deployed in the business, including network equipment, cell site development
costs and software in development, ase periodically assessed to determine recoverability. Network equipment and cell site development costs are expensed whenever
events or changes in circumsiances cause the Company lo conclude the assets are no longer needed to meet management's strategic network plans and will not be
deployed. Software development costs are expensed when it is no longer probable that the software project will be deployed. Network equipment that has been removed
from the netwark is also periodically assessed 1o determing recoverability. If we continue to have challenges retaining subscribers and as we continue to assess the impact
of rebanding the iDEN network, management may conclude in future periods that certain CDMA and iDEN assets will never be either deployed or redeployed, in which
case non-cash charges that could be material to our consolidated financial sraiements would be recognized.

Evaluation of Goodwill und Indefinite-Lived Intungible Assets for Impairment

Goodwill represems the excess of purchase price paid over the fair value assigned to the net tangible and identifiable intangible assets of acquired businesses.
Sprint evaluates the carrying value of goedwill annuatly ar more frequently if events or changes in ¢ircumstances indicate that the carrying amount may exceed estimated
fair value. Our analysis includes a comparison of the estimated fair value of the reporting unit to which geodwill applies to the carrying value, including goodwill, of that
reporting unit,

We regularly assess whether any indicators of impairment exist, which requires a significant amount of judgment Such indicators may include a sustained
significant decline in our share price and market capitalization; a decline in our expected future cash flows; a significant adverse change in legal factors or in the business
climate; unanticipated competition; the testing for recoverability of a significant asset group within a reporting unit; and/er slower growth rates, among others. Any
adverse change in these factors could result in an impairment that could be material to our consolidated financial stalements.

The determination of the estimated fair value of the wireless reporting unit requires significant estimates and assumptions. These estimates and assumptions
primarily include, but are not limited to, transactions within the wireless industry and related contrel premiums, discount rate, terminal growth rates, operating income
before depreciation and amortization {OIBDA) and capital expenditures forecasts. Due to the inherent uncertainty involved in making those estimases, actual results could
differ from those estimates. The merits of each significant assumption, both individually and in the aggregate, used to estimate the fair value of a reporting unit are
evaluated for reascnableness.

FCC licenses and our Sprint and Boost Mobile trademarks have been identified as indefinite-lived intangible assets, in addition ta goodwill, afier cansidering
the expected use of the assets, the regulatory and economic environment within which they are being used, and the effects of obsolescence on their use. When reguired,
Sprint assesses the recaverability of other indefinite-lived intangibles, including FCC licenses which are carried as a single unit of accounting. In assessing recoverability
of FCC licenses, we estimate the fair value of such licenses using the Greenfield direct value methed, which approximates value through estimating the discounted future
cash flows of a hypothetical start-up business. Assumptions key in estimating fair value under this methed include, but are not limited te, capital expenditures, subscriber
activations and deactivations, market share achieved, tax raies in &ffect and discount rate. A one percent decline in our assumed revenue growth rate used to estimate
terminal value, a one percent decline in our assumed net cash flows or a ane percent adverse change in any of the key assumptions referred to above would net result in an
impairment of our FCC licenses as of the most recent testing date. A decline in the estimated fair value of FCC licenses of approximately 20% also would not result in an
impairment of the carrying value.

Accruals for Taxes Based on Income

Uncertainties exist with respect to interpretation of complex U.S. federal and siate tax regulations. Management expects that Sprint's interpretations will prevail.
Also, Sprint has recognized deferred tax benefits relating to its future utilization of past operating Josses. Sprint believes it is more likely than not that the amounts of
deferred tax assets in excess of the related valuation allowances will be realized.

The accounting estimates related to the tax valuation allowance require us to make assumptions regarding the timing of future events, including the probability
of expected future taxable income and available tax planning opportunities. These assumptions require significant judgment because actual performance has fluctuated in
the past and may do so in the future. The impact that changes in actual performance versus these estimates could have on the realization of tax benefits as reperted in our
resuits of operations could be material.

The accounting estimates related to the liabulity for unrecognized tax benefits require us to make judgments
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regarding the sustainability of each uncertain tax position based on its technical merits. These estimates are updated based on the facts, circumstances and information
available. We are also required to assess at each annual reporting date whether it is reasonably possible that any significan increases or decreases to the unrecognized tax
benefits will occur during the next twelve months.

NEW ACCOUNTING PRONOQUNCEMENTS

In June 2009, the Financial Accounting Standards Board (FASB) issued authoritative literature regarding Amendmenis o FASB Interpretation No. 46(R}, which
changes various aspects of accounting for and disclosures of interests in variable interest entities, and Accotnting for Transfers of Financial Assets, which was issued in
arder to improve the relevance, representaticnal faithfulness, and comparability of the information. that a reporting entity provides in its financial statements about &
{ransfer of financial assets; the effects of a transfer on its financial positicn, financial performance, and cash flows, and a transferor’s continuing involvement, if any, in
transferred financial assets. This guidance was effective beginning in January 2010 and did not have a material effect on cur consolidated financial statements.

In Septernber 2009, the FASE modified the accounting for Multiple- Deliverable Revenue Arrangemenis and Certain Revemie Arrangements that Include
Safiware Elements. These modifications alter the methods previously required for allocating consideration received in multiple-element arrangements to require revenue
allocation based on a relative seiling price method, including arrangements contaiming software components and non-software components that function together to
deliver the product’s essential functionality. These modifications will be effective prospectively for the fiscal year ending Drecember 31, 201 1 and are not expected to have
a material effect on cur consolidated financial statements.

In January 2010, the FASB issued authoritative guidance regarding Improving Disclosures about Fair Value Measurements, which requires new and amended
disclosure requirements for classes of assets and liabilities, inputs and valuation techniques and transfers between levels of fair value measurements and Accourting for
Distributions to Shareholders with Componenis of Stock and Cash, which clarifies the accounting for distributions to shareholders that offer them the ability to elect to
receive their entire distribution in cash or shares of equivalent value. This guidance was effective beginning in January 2010 and did not have a material effect on our
consolidated financial statements.

In July 2010, the FASB amended the requitements for Disclosures about the Credit Onality of Firancing Receivables and the Allowance for Credit Losses. As
aresult of these amendments, an entity is required to disaggregate by portfolio segment or class certain existing disciosures and provide certain new disclosures about its
financing receivabies and related allowance for credit losses. The new disclosures as of the end of the reporting peried are effective for the fiscal year ending
December 31, 2010, while the disclosures about activity that occurs during a reparting period are effective for the first fiscal quarter of 2011. The disclosure requirements
effective for the fiscal year ending December 31, 2010 did not have a material effect on our consclidated financial statements. The requirements effective for the first
fiscal quarter of 2011 are not expecied to have a material effect on our consolidated financial statements

FORWARD-LOOKING STATEMENTS

We include certain estimates, projections and other forward-looking statements in our annual, quarterly and current reports, and in other publicly available
material. Statements regarding expectations, including performance assumptions and estimates relating to capital requirements, as well as cther statements that are not
historical facts, are forward-locking statements.

These statements reflect management's judgments based on currently available information and invelve a number of risks and uncertainties that could cause
actual results to differ materially from those in the forward-looking statements. With respect ic these forward-looking statements, management has made assumptions
regarding, ameng other things, subscriber and netwerk usage, subscriber growth and retention, pricing, operating cests, the timing of various events and the economi¢ and
regulatary environment

Future performance cannot be assured Actual results may differ materially from these in the forward-looking statements. Some factors that could cause actual
results to differ include:

v+ our ability to atiract and retain subscribers;
«  the ability of our competitors 1o offer products and services at lower prices due to lower cost structures,

»  the effects of vigorcus competition on a highly penetrated market, including the impact of competition on the price we are able fc charge subscribers for
services and equipment we provide and cur ability to atiract new subscribers and retain existing subscribers; the overall demand for our service offerings,
including the impact of decisions of new or existing subscribers between our postpaid and prepaid services offerings and between our two network
platforms; and the impact of new, emerging and competing technologies on our business;

«  the ability to generate sufficient cash flow to fully implement our network modernization plan t improve and enhance our networks and service
offerings, implement our business strategies and provide competitive new
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The words “may,” “could,” “cstimate,

technologies,

the effective implementation of our network modermizatien plan, Network Vision, including timing, technolagies, and costs,
changes in available technology and the effects of such changes, including product substitutions and deployment costs;

our ability to obtain additional financing on terms acceptable to us, or at all;

volatility in the trading price of our common stock, current economic canditions and our ability to access capital;

the impact of unrelated parties not meeting our business requirements, including a significant adverse change in the ability or willingness of such parties
1o provide devices or infrastructure equipment for our CDMA netwaork, or Moterola's ability or willingness to provide related devices, infrastructure
equipment and software applications for our iDEN network;

the costs and business risks associated with providing new services and entering new geographic markets;
the financial perforinance of Clearwire and its deployment of a 4G network,

the impact of difficulties we may encounter in connection with the continued integration of the business and assets of Virgin Moble, sncluding the nisk
that these difficultics may limit our ability to fully integrate the operations of this business;

the effects of mergers and consolidations and new entrants in the communications industry and unexpected announcements or developments from others
in the communications industry;

unexpected results of litigation filed against us of our suppliers ot vendors;
the impact of adverse network performance;

the coats or poténtial customer impacts of compliance with regulatory mandates including, but not limited 1o, compliance with the FCC's Report and
Order ta reconfigure the 800 MHz band,

equipment failure, natural disasters, terrorist acts or other breaches of network er information technology security,

one or more of the markets in which we compete being impacted by changes in political, economic or other factors such as monetary policy, legal and
regulatery changes or other external factors over which we have no control, and

other risks referenced from time to time in this report, including in Part I, Item 1A “Risk Factors” and other filings of ours with the SEC

reject,” “forecast,” “intend,” “expect,” “believe,” “target,” “plan,” “providing guidance™ and similar expressions ar¢
P P ¥

intended to identify forward-looking statemers, Forward-leoking statements are found throughout this Management's Discussion and Analysis of Financial Condition and
Results of Operations, and eisewhere in this report, Readers are cautioned that other factors, although not listed above, could also materially affect cur future performance
and operating results. The reader should not place undue reliance on forward-looking statements, which speak only as of the date of this report. We are not abligated to
publicly release any revisions to forward-looking statements to reflect events afler the date of this report, including unforeseen events

FINANCIAL STRATEGIES

General Risk Management Policies

Our board of directors has adopted a financial risk management policy that authorizes us 10 gnfer into derivative transactions, and all transactions comply with
the pelicy. We do not purchase or hold any derivative financial instruments for speculative purposes with the exception of equity rights cbtained in connection with
commercial agreements or strategic investments, usually in the form of warrants to purchase common shares.

Derivative instruments are primarily used for hedging and risk management purposes. Hedging activities may be done for various purposes, including, but not
limited to, mitigating the risks associated with an asset, liability, committed transaction or probable forecasted transaction. We seek to minimize counterparty credit risk
through stringent credit approval and révievw processes, credit support agreements, continual réview and monitoring of all counterparties, and thorough legal review of
contracts. Exposure to market risk is controlled by regularly menitoring changes in hedge positions under normal and siress conditions to ensure they do not exceed
established himits.

Item 7A,

Quantitative and Qualitative Disclosures About Market Risk

We ate primarily exposed to the market risk associated with unfavarable movements in interest rates, foreign
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currencies, and equity prices. The nisk inherent tn our market risk sensitive instruments and positions is the potential loss arising from adverse changes in those factors.
Interest Rate Risk

The communications industry is a capital intensive, technoiogy driven business, We are subject 10 interest rate risk primarily associated with our borrowings.
Interest rate risk is the risk that changes in interest rates could adversely affect earnings and cash flows. Specific interest rate risk includes: the risk of increasing interest
rates on floating-rate debt and the risk of increasing interest rates for planned new fixed raie leng-term financings or refinancings.

About 86% of our debt as of December 31, 2010 was fixed-rate debt, While changes in interest rates impact the fair value of this debt, there is no impact to
earnings and cash flows because we intend to hold these obligations to maturity unless market and other conditions are favorable

We perform interest 1ate sensitivity analyses on ouz variable rate debt. Thess analyses indicate that a one percentage point change in interest rates would have
an annual pre-tax impact of $27 million on our consolidated statements of operations and cash flews for the year ended Decomber 31, 2010, W also perform a sensitivity
analysis on the fair market value of our putstanding debt. A 10% decline in market interest rates would cause 2 $751 million increase in the fair market value of our dedt
to §20.8 billion.

Foreign Currency Risk

We aiso enter into forward contracts and options in foreign currencies to reduce the impact of changes in foreign exchange rates. Qur foreign exchange risk
management program focuses on reducing transactioh eXposure 10 optimize consolidated ¢ash flow, We use foreign currency derivatives to hedge our foreign currency
exposure related 1o settlement of intemational telecommunications access charges and the operation of our international subsidiaries. The dollar equivalent of our net
foreign currency payables from international settlements was $7 million and the net foreign currency receivables from international operations were $4 million as of
December 31, 2010, The potential immediate pre-tax loss to us that would result from a hypothetical 10% change in foreign currency exchange rates based on these
positions would be insignificant.

Eqguity Risk

We are exposed to market risk as it relates to changes in the market value of our investments. W invest in equity inslruments of public companies for
operational and strategic business purposes. These seourities are subject to significant fluctuations in fair market value due to volatility of the stock market and industries
in which the companies cperate. These secunities, which are classified in investments en the consolidated balance sheets, primarily include equity methad investments,
such as our investment in Clearwire and available-for-sale securities.

In certain business transactions, we are granted watrants 16 purchase the securities of other companies at fixed rates. These warrants are supplemental to the
terms of the business transaction and are not designated as hedging instrurments.

ltem 8. Financial Statemenis and Supplementary Data

The consolidated financial statements required by this item begin on page F+1 of this annual report on Form 10-K and are incorporated herein by reference. The
financial statements of Clearwire, as required under Regulation 8-X, are filed pursuant ¢ lteth 15 of this annual repert ot Form 104K and incorporated herein by
Teference

Hem 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

ltem 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Disclosure controls are pracedures that are designed with the objective of ensuring that information required to be disclosed in our reports under the Securities
Exchange Act of 1934, such as this Form 10-K, is reported in accerdance with the SEC's rules. Disclosure contrals are also designed with the objective of ensuring that
such informatien is accumulated and communicated 1o management, including the Chief Executive Officer and Chief Financial Officer, to allow timely decisions
regarding required disclosure

In connection with the preparation of this Form 10-K, under the supervision and with the participation of our management, including our Chief Executive
Officer and Chief Financial Officer, we carried out an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures. Based on this
evaluation, the Chief Executive Officer and Chief Financial Officer coneluded that the design and operaticn of the disclesure controls and procedures were effective as of
December 31, 2010 in providing reasonable assurance that information required to be disclosed in reports we file or submit under the Securities Exchange Act of 1934 is
accumulated and communicated to management, including the Chief Executive Officer and Chief Financial Officer, to allow imely decisions regarding required
disclosure and in providing reasonable assurance that the information is recorded, processed, summarized and reported within the time periods specified in
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the SEC's rules and forms

Internal controls over our financial reporting continue to be updated as necessary te accommodate modifications to our business processes and accounting

procedures. There have been no changes in our internat contrel ever financial reporting that oceurred during the fourth quarter 2010 that have materially affected, ot are
reasonably likely to materially affect, our internal control over financial reperting,.

Management's Report on Internal Control over Financial Reporting

Our management is responzible for establishing and maintaining adequate internal control ever financial reporting. Cur internal centrol system was designed to
provide reasonable assurance to cur management and board of directors regarding the reliability of financial reporting and the p

on of financial st for
external purposes.

Qur management conducted an assessment of the effectiveness of pur internal control over financial reporting as of December 31, 2010. This assessment was
based on the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control—Integrated Framework, Based on this
agsessment, management believes that, as of December 31, 2010, our internal centrol ever financial reporting was effiective.

Cur independent registered public accounting firm has issued a report on the effectiveness of our internal centrol over financial reporting. This report appears on
page F-2.

Ttem 9B. Other Information
None.
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PART LI

[tem 10. Directors, Executive Officers and Corporate Governance

The information required by this item regarding our directors is incorporated by reference to the information set forth under the captions “Proposal 1. Election
of Directors—Nominees for Director,” “Board Committees and Director Meetings—The Audis Committee™ and “Board Committees and Director Meetings—The
Nominating and Corporate Governance Committee” in our proxy statement relating to our 2011 annual meeting of shareholders, which will be filed with the SEC, and
with respect to family relationships, to Part [ of this report under “Executive Officers of the Registrant.” The information required by this item regarding our execulive
officers is incorporated by reference to Part I of this report under the caption “Executive Officers of the Registrant.” The information réquired by this item regarding
compliance with Section 16(a) of the Secumities Exchange Act of 1934 by our directors, executive officers and holders of ten percent of a registered class of our equity
securities is incorporated by reference to the information set forth under the ¢aption “Section 16(a} Beneficial Ownership Reporting Compliance” in our proxy statement
relating to our 201 | annual meeting of shareholders, which will be filed with the SEC.

We have adopted the Sprint Nextel Code of Conduct, which applies to all of our directors, officers and employees. The Code of Conduct is publicly available
on our website at fiip:;www.sprini.com/governance, If we make any amendment to our Code of Conduct, other than a technical, administrative or non-substantive
amendment, or if we grant any waiver, including any implicit waiver, from a provision of the Code of Conduct that applies to our principal executive afficer, principal
financial officer, principal accounting officer or controller, we will disclose the nature of the amendment or waiver on our website at the same location. Also, we may
elect to disclose the amendment or waiver in a current repert on Form 8-K filed with the SEC

Item 11. Executive Compensation

The infermation required by this item regarding compensation of executive officers and dircctots is incorporated by reference to the information set forth under
the captians “Compensation of Directors,™ “Executive Compensation,” “Board Committees and Director Meetings—Compensation Committee—Compensation
Committee Interlocks and Insider Participation” and “Compensation Commitiee Report” in pur proxy statement relating to our 2011 annual meeting of shareholders,
which will be filed with the SEC.

Item 12, Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item, other than the equity compensation plan information presented below, is incorporated by reference te the information set
forth under the captions “Security Ownership of Certain Beneficial Qwners” and “Security Ownership of Directors and Executive Officers” in our proxy statement
relating to cur 2011 annual meeting of shareholders, which will be filed with the SEC

Compensation Plan Information

Currently we sponsor 1wo aclive equity incentive plans, the 2007 Omnibus Incentive Plan (2007 Plan) and ouwr Employ¢e Stock Purchase Plan (ESPP). We alsa
sponsor the 1997 Long-Term Incentive Program (1997 Program}; the Nextel Incentive Equity Plan {Nextel Plan) and the Management Incentive Stock Option Plan
(MISOP). Under the 2007 Plan, we may grant stock options, stock appreciation rights, restricted stack, restricted stock units, performance shares, performance units and
other equity-based and cash awards to our employees, cutside directors and certain other service providers. The Compensation Committee of cur board of directors, or one
or more executive officers should the Compensation Committee so authorize, will determine the terms of each award. No new grants can be made under the 1997
Program, the Nextel Plan or the MISOP.
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The following table provides information about the shares of Series | sommon stock that may be issued upon exercise of awards as of December 31, 2010,

Number uf Securithes
Number of Securities Weighted Aversge Remnatulag Avallablc fur
To he Iisued Exercise Price of Future Lisusnce Under
Upon e reise of Outatanding Options, Equiy Compensation Plsns
‘Ouistanding, Optiung, Warrant s {Excluding Securities
Plan Cotegary Warrapts sl Rights Riights Rellected W Colump (s)
@ (b (]
Equily compensation plans approved by shareholders il o e
of Series | common stock 80,255,833 £ 10.67 255,471,594

Equity compensation plans not approved by &
shareholders of Series | common stock 3,455,196 1318 —

Total 83,711,029 255,471,594

Includes 45,387,515 shares covered by options and 11,080,761 restricted stock units under the 2007 Plan, 11,836,878 shares cavered by options and 41,607

restricled stock vaits outstanding under the 1997 Pragram and 10,962,599 shares covered by options outstanding under the MISOP. Alse includes purchase rights
1o gequire 946,473 shares of common stock accrued at December 31, 2010 under the ESFP. Under the ESPP, each eligible employee may purchase common siock
al quarterly infervals at a purchase price per share equal to 93% of the marker value on the last business day of the offering period.

Inciuded in the total of 80,255,833 shares are 11,080,761 restricied stock wnits under the 1007 Flan, which wil{ be counted aganst the 2007 Plan mazimuhe ing 2.5
e 1 ratic.

The weighted average exercise price does not take inlo accouni the shares of common stock issuable wpon vesting of resiricted stock whits issued wnder the 1997
Program or the 2007 Plan. These resiricled siock unils kave no exercise price. The weighted average purchase price alse does not take into account the
946,473 shares af common stock issuable as a result of the purchase rights decrued under the ESPP; the purchase price of these shares was 3400 for ench share.

Of these shares, 174,048, 741 shares af conman stock were available under the 2007 Flan, Throngh December 31, 2010, 104,263,797 cumulative shares came from
the 1997 Program, the Nextel Plan and the MISOP.

Includes 81,422,853 shares of common stack available for isswance under the ESPP after issuanice of the 936,473 shares purchased in the fourth quarter 2010
offering. See note | above.

Nov new awards may be granted wnder the 1997 Program or the Nexsel Plon.

No hew options musy be granted nnder the MISOP and therefore ihis figure does not include any shares of our common stock that may be issued under the MISOP,
Most options cuisianding under the MISOP, however, grant the holder the right 1o recelve additional options to purchase pur commun stock If the holder, when
exerciving a MISOP option, makes paymen! of the purchase price wsing shares of previously owned stock, The addirional option gives the holder the right to
purchase the number of shares of our common siock witlized in puyment of the purchase price and tax withholding. The exercise price for this option Is equal 1o
the market price of the stock on the date the vption is granted. and this option becomes exercisable one year from the date the original aption is exercised. This
option does not include a right 1o recesve additional options.

Consisis of 3,455, 196 aptions oulstanding under the Nextel Plan. There are no deferred shares ontstonding wunder the Nexied Plan.

ltem 13. Certain Relationships and Related Transactions, and Director Independence

The information reguired by this item is incorporated by reference to the information set forth under the captions “Certain Relationships and Cther

Transactions” and “Election of Directars—Independence of Directors” in cur proxy statement relating to cur 2011 annual meeting of shareholders, which will be filed
with the SEC.

Item 14, Principal Accountant Fees and Services

The information required by this istem is incorporated by reference 1o the information set forth under the caption “Ratification of Independent Registered Public

Accounting Firm” in our proxy statement relating te sur 2011 annual meeting of sharebolders, which will be filed with the SEC.
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Ttem 15.

I. The consolidated financial statements of Sprint Nextel Corporation filed as part of this report are listed in the Tndex to C;

PART IV

Exhibits and Financial Statement Schedules

tidated Financial St

1. The consalidated financial statements of Clearwire Corporation filed as part of this report are listed in the Index 1o Consclidated Financial Statements.
3. The following exhibits are filed as part of thus report.

Incorpayated by Reference

SRC

Filed

Exhitit No. Exhibit Description Fuem File No. Exhibit Filing Dute Herewith
{2) Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession
2.1+ Separation and Distributicn Agreement by and between Sprint 10-12B/A 001-32732 21 $/2/2006
Nexiel Carporation and Embarg Corporation, dated as of May 1,
2006
22 Transaction Agreement and Plan of Merger dated as of May 7, B-K 001-04721 21 5/7/2008
2008, by and among Sprint Nextel Corporation, Clearwire
Corporation, Comcast Corporation, Time Warner Cable Inc,
Bright House Networks, LLC, Google Inc. and Intel Corporation
23 Agreement and Plan of Merger, dated as of July 27, 2009, by and 8-K 001-04721 21 7/28/200%
among Sprint Nextel Corporation, Sprint Mozart, Inc. and Virgin
Mabile USA, Inc
(3} Articies of Incorparation and Bylaws
3 Amended and Restated Articles of Incorporation K 001-04121 31 8/18/2005
32 Amended and Restated Bylaws 8-K 001-04721 32 11/4/2010
{4) Instruments Defining the Rights of Sprint Nextel Security Holders
41 The rights of Sprint Nextel Corporation's equity security holders 8-K 001-04721 3 8/18/2005
are defined in the Fifth, Sixth, Seventh and Bighth Articles of
Sprint's Articles of Incorporation, See Exhibit 3.1
42 Provision regarding Kansas Conirel Share Acquisition Act is in 8-K 001-04721 3 2/28/2007
Arnicle 2, Section 2.5 of the Bylaws. Provisions regarding
Stockholders' Meetings are set forth in Article 3 of the Bylaws. See
Exhibit 3.2
431 Indenture, dated as of October 1, 1998, among Sprint Capital 16-:Q 001-0472) 4(b) 1172/1998
Corporation, Sprint Corporation and Bank One, N A, as Trustee
4.32 First Supplemental [ndenture, dated as of January 15, 1999, amonyg 8-K 001-04721 4(b} 2/3/199%

Sprint Capital Corporation, Sprint Corporation and Bank One,
N.A_, os Trustee
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SEC Fibed
Exhibit No. Exhibit Description Form File No. Lhiblt Flling Date Herewith
433 Second Supplemental Indenture, dated as of October 15, 2001, among 8-K 00§-04721 99 10/29/2001
Sprint Capital Corporation, Sprint Corporation and Bank One, N.A,
as Trustee
{10) Material Agreements:
190.1 Reyistration Rights Agreement, dated as of November 23, 1998, §-3/A 333-64241 10.2 1/22/199%
among Sprint Corporation, TCI Telephony Services, Inc., Cox
Communicatians, Inc. and Comcast Corporaticn
102.1***  Letter Agreement between Motorola, Inc. and Nextel, dated November 8-1 33-43415 10.47 11/15/1991
4, 1963
10.2.2***  iDEN Infrastructure Supply Agreement between Motorola and Nextel, 10-Q 000-19656 102 8/16/19%9
dated Apnl 13, 1999
10.2.3***  Term Sheet for Subscriber Units and Services Agreement, dated 10-Q 000-19636 10.1.2 5/10/2004
December 31, 2003 between Nextel and Moterola
1024 Second Extension Amendment 1o the iDEN Infrastructure 5 Year 10-K 001-04721 10.1.20 311172005
Supply Agreement, dated December 14, 2004, between Motorola, Inc
and Nextel Communications, Inc.
10.2.5***  Amendment Seven to the Term Sheet for Subscriber Unats and 10-K 001-04721 19.1.21 3/11/2005
Services Agreement, dated December 14, 2004, between Motorola,
Inc. and Nextel Comimunications, Inc.
Amendment Twenty-Seven 10 the Term Sheet for Subscriber Units
and Services Agreement between Nextel Communications, En¢. and
1026 Mototola, Ing., effective January 1, 2010,
103 Credit Agreement, dated as of May 21, 2010, among Sprint Nextel 8-K 001-04721 101 5/24/2010
Corporation, as Barrower, the ienders named therein, and JPMorgan
Chase Bank, N. A, as Adminigtrative Agent
10.4.1 Voting Agreement, dated as of July 27, 2009, by and among Sprint 8-K 001-04721 101 T/28/2009
Nextel Cerporation, Covina Holdings Limited and Cortaire Limited
1042 Voting Agreement, dated as of July 27, 2005, by and among Sprint 8-K 001-04721 10.2 7/28/2009
Nextel Corporation and SK Telecom Co., Ltd
{10} Executive Compensation Plans and Arrangements:
10.5 Summary of 2010 Shon-Term Incentive Plan 8-K 001-04721 3/3/2010
10.6 Amended Summary of 2010 Short-Term Incentive Plan 8-K/A 001-04721 1/8/2010
0.7 Summary of 2009 Short-Term Incentive Plan 8-K 001-04721 1/26/200%
1038 Amended Summary of 2009 Shert-Term Incentive Plan 8-K 001-0472] 8/5/2009
109 Summary of First Quarter 2008 Short-Term Incentive Plan 8-K 001-04721 2/15/2008
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10.10 Summary of Second, Third and Fourth Quarters 2008 Short-Term 8-K 001.04721 2/15/2008
Incentive Plan
10.11 Sprint Nextel Short-Term Incentive Plan 10-K 001-04721 10.4 3/7/2006
10.12 Sprint Nextel 2006-2007 Integration Overachi¢vement Plan 8K 001-04721 10.1 2/22/2006
10,13 Sprint Nextel 1997 Long-Term Stock Incentive Program, as amended 10-K 001-04721 19.9 2/2712009
10.14 Form of 2004 Award Agreement {awarding stock options and 10-Q 001-04721 10(b} 117972004
restricted stock units) with Execotive Officers
10.1% Form of 2004 Award Agreement (awarding résiricted stock units ) 10-Q 001-04721 10(c} 11/9/2004
with Directors
i0.is Form of 2005 Award Agreement (awarding restricted stock units) with 8-K 001-04721 102 2/14/2005
Directors
1017 Form of 2005 Award Agreement (awarding stock options and 1¢-K 001-04721 10{ft) 3/11/2005
restricted stock units) with Executive Officers
1018 Form of Award Agreement for Restricted Stock Unit Awards under 3-K 001-04721 10.1 6/16/2006
the 1997 Long-Term Stock Incentive Program for 2006 for non-
employee directors of Sprint Nextel
10,19 Form of Award Agreement for Restricted Stock Unit Awards under 3-K 001-04721 10.4 6/16/2006
the 1997 Long-Term Stock Incentive Program for 2006 for the
executive officers with Nextel employment agreements
1020 Form of Award Agreement for Restricted Stock Unit Awards under -K $01-04721 10.5 6/16/2006
the 1997 Long-Term Stock Incentive Program for 2006 for executive
officers
1021 Form of Award Agreement for Restricted Stock Unit Awards under 8-K 001-04721 102 7/21/2006
the 1997 Long-Term Stock Incentive Program for retention awards
made to certain executive officers
1022 Summary of 2010 Long-Term Incentive Plan 8-K 001-0472) 3/22/2010
10.23 Summary of 2009 Long-Term Incentive Plan 8-K 001-04721 1/26/2009
10.24 Summary of 2008 Lang-Term Incentive Plan 8-K 001-04721 3/25/2008
10.25 Form of Award Agreement (awarding stock options and restricted 10-K 001-04721 10.25 3/1/2007
stock units} under the 1997 Long-Term Incentive Program for 2007
for executive officers with Nextel employment agreements
1026 Form of Award Agreement {awarding stock eptions and restricted 10-K 001-04721 10.26 3/4/2007
sicek units) under the 1997 Long-Term Stock Incentive Program for
2007 for other executive officers
10.27 Farm of Award Agreemsnt (awarding stock options) under the 2010 10-Q 001-0472) 18.1 51542010

Long-Term Incentive Plan for executive officers with Nextel
employment agreements
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Exhibit No. Exhibit Deseriplivn Fuimn File No. Eahibit Filing Dute Hercwith

1028 Fotm of Award Agreement (awarding stock opticns) uader the 2010 10-Q 00104721 102 5/5/2010
Lang-Term Incentive Plan for all other executive officers (other than
Robert H. Brust).

10.29 Form of Award Agreement (awarding restricted stock units) under the 10-G 901-04721 10.3 5/5/2010
2010 Long-Term Incentive Plan for executive efficers with Nextel
employment agreements.

1030 Form of Award Agreement (awarding restricted stock units) under the 10-Q 001-04721 10.4 3452010
2010 Long-Term Ingentive Plan for all other executive officers (ather
than Robert H. Brust).

10.31 Form of Award Agreement (awarding stock options) under the 2010 10-Q 0a1-04721 0.5 3/5/2010
Long-Term Incentive Plan for Robert H. Brust

1032 Form of Award Agreement (awarding restricted stock units) under the 10-Q Q01-04721 10.6 5/5/2010
2010 Long-Term Incentive Plan for Robert H. Brust.

1033 Form of Stock Option Agreement (for certain Nextel Communication Sch. TO-1 005-41991 d(2) 5/17/2010
Inc. employees under the Stock Optien Exchange Program)

10.34 Form of Stock Option Agreement (for all other employees under the Sch. TO- 005-41991 d(3) 5/21/2010
Stock Option Exchange Program) /A

10,35 Management Incentive Stock Option Plan, as amended 10-K 001-04721 10.22 2/27/2009

1036 Amended and Restated Employment Agreement, effective December 8-K 001-04721 10.1 12/16/2008
3, 2008, between Daniel R. Hesse and Sprint Nextel Corporation

1037 First Amendment to Amended and Restated Employment Agreement, 8-K 001-04721 101 12/23/2009
effective December 22, 2009, between Robest H. Brust and Sprint
Nextel Corperatien

10.38.1 Amended and Restated Employment Agreement, effective December 10-K 001-04721 10.25.1 2/27/2009
31, 2008, between Keith O. Cowan and Sprint Nextel Corporation

10.38.2 Compensatory Agreement, dated June 11, 2008, between Keith O 10.Q 001-04721 10.2 8/6/2008
Cowan and Sprint Nextet Corporation

10.38.3 First Amendment to Amended and Restated Employment Agreement, 8-K 001-04721 10.] 8/3/2010
effective August 5, 2010, between Keith O. Cowan and Sprint Nextel
Corporation

10351 Amended and Restated Employment Agreement, effective December 10-K 001-04721 10.26.1 2/27/2009
31, 2008, between Robert L. Johnson and Sprint Nextel Corporation

10.39.2 Compensatory Agreement, dated June 11, 2008, between Robert L. 10-Q Q01-04721 103 8/6/2008
Johnson and Sprint Nextei Cerporation

10393 Letter, dated May 24, 2010, to Reben L. Johnson regarding the Speint 1¢-Q 001-04721 10.1 8/5/2010

Nextel Corporation Relocation Program
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10.40.1 Amended and Restated Employment Agreement, effective December 10-K 001-04721 10.27.1 2/27/2009
31, 2008, between Steven L. Elfman and Sprint Next¢l Corporation

10.40.2 Litigation Release Arangement with Steven L. Elfman 10-Q 001-04721 10.1 117242008

10.41 Amended and Restated Employment Agreement, effective December 10-K 001-04721 10.28 2/21/2009
3], 2008, between Paget L. Alves and Sprint Nextel Corporation

10.42 Amended and Restated Employment Agreement, effective December 19-K 001-04721 10.29 2/277200%
31, 2008, between Charles R. Wunsch and Sprint Nextel Corporation

10.43 Employment Agreement, effective as of May 20, 2009, between 10-Q 005-04721 10.1 8/4/2009
Robert H Johnson and Sprint Nextel Corperation

1044 Amended and Restated Employment Agreement, effective as of May 10-Q 401-04721 10.4 5/8/2009
31, 2008, batween Danny L. Bowman and Sprint Nextel Corporation

10.45 Employment Agreement, dated April 29, 2009, between Matthew 10-K 001-04721 10.33 2/26/2010
Carter and Sprint Nextel Corporation

10.46 Employment Agreement, executed December 20, 2010, effective ata 8-K 001-04721 19.1 12/21/2010
future hire date to be determined, between Joseph ). Euteneuer and
Sprint Nexted Corporation

£0.47 Form of Award Agreement {awarding stock options) under the 2009 16-Q 061-04721 10.2 5/8/2009
Long-Term Incentive Plan for executive officers with Nextel
employment agregments

10.48 Form of Award Agreement {awarding stock options) under the 2005 10-Q 001-04721 103 5/8/2009
Long-Term Incentive Plan for al) other exccutive officers

10.4% Sprint Nextel Deferred Compensation Plan, as amended and restated 10-Q 001-0472] 107 8/9/2606
effective May 17, 2006

10.50 Executive Deferred Compensation Plan, as amended and restated 10-K 001-04721 10.35 2/27/2009
effective January 1, 2008

10.51 Amended and Restated Centet Directors Deferred Compensation Plan 10-Q 001-04721 10(c) 5/142004

10.52 Director's Deferred Fee Plan, as amended 10-K 001-04721 10.37 227172009

10.53 Amended and Restated Sprint Nextel Corporation Change in Conteol 8-K 001-04721 19.1 12/29/2008
Severance Plan effective as of January 1, 2008

10.54.1 Sprint Suppl tal Executive Reti Plan, as ded 10-K/A 001-04721 10¢1) 3/5/2002

10.54.2 Summary of Amendments to the Sprint Supplemental Executive 14-Q 001-04721 10(e<) 11/9/2065
Retirement Plan

10.55 Retirement Plan for Directors, as amended 10-K 00104721 10{u) 3/11/1997

10.56 Form of Indemnificauon Agreement between Sprint Nextel and its 10-K H-04721 10.55 3/1/2007

Directors and Officers
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Exhibi No. Exbiblt Description Form File No. Exhilsd Filing Dute Herewith
10.57 2007 Omaibus Incentive Plan Amended and Restated on November 3, 10-K 001-04721 10.42 272772009
2008
10.58 Form of Award Agreement (awarding restricted stock units) under the 10-Q QA01-04721 16.10 5/9/2007
2007 Omntbus Incentive Plan for Non-Employee Directors
10.5% Form of Evidence of Restricted Stock Unit Award under the 2007 10-Q 001-04721 10.1 11/9/2007
Omnibus Incentive Plan for Non-Emplayee Directors
10.60 Summary of Benefits and Fees for Non-Employee Directors 10-K 0801-04721 1046 2/27/2009
12 Computation of Ratio of Earnings to Combined Fixed Charges and

Preferred Stock Dividends

21 Subsidiaries of the Registrant

231 Consent of KPFMG LLP, fndependent Registered Public Accounting
Firm

212 Consent of Deloitte & Touche LLP, Independent Registered Public

Accounting Firm

31 Centificaton of Chief Executive Officer Pursuant to Securities
Exchange Act of 1934 Rule 13a-14(a)

312 Certification of Chief Financial Otticer Pursuant to Securities
Exchange Act of 1934 Rule |3a-14(a)

321 Certification of Chief Executive Officer Pursuant to 18 U.S.C. Secticn
1350, As Adopted Pursuant to Section 906 of the Sarbanes Oxley Act
of 2002

iz Certification of Chief Financial Officer Pursuant 10 18 U.8.C. Section
1350, A Adopted Pursuant lo Section 906 of the Sarbanes Oxley Act
of 2002

(101) Formatted in XBRL (Extensible Business Reporting Language)
101.INS XBRL Instance Document

10L.SCH  XBRL Taxonomy Extension Schema Document

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document
101 DEF  XBRL Taxcnomy Extension Definition Linkbase Document
101 LAB  XBRL Taxoncmy Extensicn Label Linkbase Document

101 PRE XBRL Taxoncmy Extension Presentation Linkbase Document

*  Filed or furnished herewith.

**  Schedudes andfor exhabits not filed will be furnished 1o the SEC upon request.
[ E 2]

Portions of this exhibit have been omitted and filed separately with the SEC pursuant to a request for confidential treatment.

Sprint will furnish 1o the SEC, upon request, copies of instruments defining the rights of holders of long-term debt not exceeding 10% of the total assets of

Sprint.
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Pursuant to the requirements of Section 13 or |5(d) of the Securities Exchange Act ef 1934, the registrant has duly caused this report to be signed on it behalf
by the undersigned, thereunto duly authorized.

SPRINT NEXTEL CORPORATION
{Registrant)

By /s Danit R, Hesse

Dunlel . Hesse
Chiel Executive Officer and President

Date: February 24, 2011

Pursuant to the requirements of the Securities Exchange Act of 1934, this repor has been signed below by the following persons on behalf of the registrant and
in the capacities indicated on the 24" day of February, 2011,

fs/  DaniEL R. HESSE

Dwnlel R Hease
Chiel Executive Officer wnd President

/s/  RoBerT H. BRUST

Robert H. Brust
Chief Finnnclal Oficer

s/ Ryan H. Siurek

o K. Siurck
Wice Preskdent, Contruller and Frincipal Aceoumting Offlest
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SPRINT NEXTEL CORPORATION
{Registrant)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the registrant and
in the capacities indicated on the 24* day of February, 2011.

/s/  Iames H. HaNCE, JR. /s/ V. Janer HiL
James H. Hunce, Jr., Chuirman V. Junet Hill, Director
/s/  RoBERT R. BENNETT /s/ FRANK [ANNA
Rober1 R Benaett, Direcior Frank lsnas, Director
/s/ GorboN M. BETHUNE /! SviN-CiRisTER NILSSON
Gordom M. Beibune, Direcior Sven-Christer Nibson, Dvrechur

/s/ Larry C. GLASSCOCK

Larty C. Glasscock, Director William R. Nusi, Direcior
/5! Dawien R. Hesse /s/  Robwiy O'NialL
Druplel R Heswe, Dicector Radney O'Neal, Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Sprint Nextel Corporaticn:

We have audited the accompanying consolidated balance sheets of Sprint Nextel Corporation and subsidiaries as of December 31, 2010 and 2009, and the related
consolidaled statements of operations, cash flows and shareholders’ equity for each of the years in the three-year period ended December 31, 2010. We also have audited
Sprint Nextel Corporation's internal control over financial reporting as of December 31, 2010, based on criteria ¢stablished in Inrernal Control - Iniegrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Sprint Nextel Corporation's management 13 responsible for these
consolidated financial statements, for maintaining effective internal contrel over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting, included in Management's Report on Intemal Centrol over Financial Reporting. Gur responsibility is to express an opinion on these censolidated
financial statements and an opinion on the Company’s internal control over financial reporting based on our audits, We did not audit the financial statements of Clearwire
Corporation and its consolidated subsidiary Clearwire Communications, LLC (collectively, “Clearwire™), a 54% owned investee company. Sprint Nextel Corperation's
investment in Clearwire at December 31, 2040 was $3.1 billion and s equity in losses from Clearwire was $1.3 billion for the year ended December 31, 2010. The
financial statements of Clearwire were audited by other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included for
Clearwire, is based solely on the report of the other auditors.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audits 1o obtain reasonable assurance about whether the financial statements are free of material misstaiement and whether effective internal control
over financial reporting was maintained in all material respects. Our audits of the consolidated financial statememts included examining, on a tesi basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting pringiples used and significant estimates made by management, and
evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and cperating effectiveness of intermal control based on the
assessed risk. Qur audits also in¢luded perferming such other procedures as we considered y in the gircur . We believe that our audits provide a reasonable
basis for our cpinions. ’

A company's internal control over financial reporting is a process designed 10 provide reasonable agsurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reascnable detail, accurately and fairly reflect the transactions and
dispesiticns of the assets of the company, (2) provide reasonable assurance that transaglions are recorded as necessary 1o permit preparation of financial staiements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of
management and direciors of the company; and (3) provide reasonable assurance regarding prevention or timely detectien of unautherized acquisition, use, or dispesition
of the company’s assets that could have a material effect on 1he financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness 1o future periods are subject 10 the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the
palicies or procedures may deteriorate.

In our epinion, based on cur audits and the report of the cther auditors, the consolidated financial statements refesred to above present fairly, in all matenal
respects, the financial pesiticn of Sprint Nextel Corperation and subsidiaries as of December 31, 2010 and 2009, and the results of their operations and their cash flows for
each of the years in the three-year period ended December 31, 2310, in conformity with U.S. gererally accepted accounting principles. Also in our opinion, Sprint Nextel
Corporation maintained, in all material respects, effective intemal control over financial réporting as of December 31, 2010, based on criteria #stablished in /Mnfernal
Conirof - Infegrated Framework 1ssued by the Commitiee of Sponsoring Organizations of the Treadway Commission.

The Company adopted accounting guidance regarding accounting for business combinations and equity method investments i 2009

/s/ KPMG LLP

Kansas City, Misseuri
February 24, 2011
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SPRINT NEXTEL CORPORATION
CONSOLIDATED BALANCE SHEETS

Decamber 31,
2010 2008
(in millions, except share and
per share data)
ASSETS
Current assets

Cash and cash eguivalents 3 5,173 5 31,319
Short-term investments 390 105
Accounts and notes receivable, net 3,006 2,996
Device and accessory inventory 670 628
Deferzed tax assets 185 295
Prepaid expenses and other current assets sie 750
Total cutrent assets 9,880 8,593
Invesiments 3,389 4,624
Property, plant and equipment, net 15,214 18,280

Iniangible asseis
Goodwill 3359 373
FCC licenses and other 20,336 19911
Definite-lived intangible asseis, net 2,009 1,178
Other assets 467 465

¥ 51654 % 55,424

LIABILITIES AND SHAREHOLDERS' EQUITY
Current lisbilities

Accounts payable 5 2,662 % 2,267
Accrued expenses and other currant hiabilities 3,573 3,750
Current portion of long-term debt, financing and capital lease abligations 1,656 768
Total current liabilities 7,891 6,785
Long-term debt, financing and capital lease obligations 18,535 20,293
Deferred tax liabilities 6,802 6,693
Other liabilities 3,880 3,558
Total ligbilities 37,108 17,329

Commiiments and contingencies
Shareholders' equity
Common shares, voting, par value $2.00 per share, 6.5 billion shares authorized,

3.008 and 3.007 billion shar¢s issued, 2.988 and 2 972 hillion shares cutsianding 6,016 6,015
Paid-in capital 46,841 46,793
Treasury shares, a cost {227} {582}
Accumulated deficit (37,582} (33,779)
Accumulated other comprehensive loss (502) (352)
Total shareholders' equity 14,546 18,095

% 51,654 % 55,424

See Notes to the Co lidated F. il Sig.




SPRINT NEXTEL CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Yenr Ended December 31,
2000 2009 2006
(ix millions, excep per thare amounsy)

Net operating revenues g 32,563 § 32260 % 35,635
Net operating expenses

Cost of services and products (exclusive of depreciation and amortization

included below) 17,492 16,435 16,746

Selling, general and adminisirative 9,438 9,453 11,355

Severance, exit costs and assel ympairments 123 447 235

Goodwill impairment — — 963

Depreciation 5,074 4,827 5,964

Amortization 1,174 1,589 2,443

Other, net (153) (53 (29)

33,158 33,658 38,277

Operating loss {595) {1,398) (2,642)
Other (expense) income

Interest expense {1,464) (1,450) {1,362)

Equity in losses of unconsolidated investments, net (1.286) (803) (145)

Other income, net 48 157 29

(2,704) {2,096) (1,418)

Loss before income taxes {3,299) {3,494) (4,060)
Income tax (expense) benefit {166} 1,058 1,264
Net loss 3 {3,465y § (2,436} % (2,796)
Basic and diluted loss per comman share $ (1.16) § {0.84) § (0.98)
Basic and diluted weighted average common shares outstanding 2,988 2,886 2,863

See Notex io the Consolidated Financial Sta
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SPRINT NEXTEL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Goodwill and asset impairments
Depreciation and amortization
Provision for losses on accounts receivable
Share-based compensation expense
Deferred and other income taxes
Equity ir logses of unconsolidated investments, net
Gains from asset dispositions and exchanges
Contributien to pgnsion plan
Gain on previpusly held non-controlling interest in Virgin Mobile
Other changes in assets and liabilities, net of effects of acquisitions:
Accounts and notes receivable
Inventories and other current assets
Accounts payable and other current liabilities
Other, net
Net cash provided by operating activities
Cash flows from investing activities
Capital expenditures
Expenditures relating to FCC lLicenses
Acquisitions, net of cash acquired
Proceeds from equity method investments
Investment in Clearwire
Proceeds from sales and maturities of short-term invesiments
Purchases of short-term investments
Proceeds from sales and exchanges of assets
Other, net
Net cash used in investing activites
Cash flows from financing activities
Proceeds from debt and financings
Repayments of debt and capital lease obligations
Debt financing costs
Proceeds from issuance of cemmon shares, net
Net cash usad in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalenis, end of year

See Netes 1o the Consolidoied Financigl Statements
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Year Ended December 31,

2010 1009 1008
(in millians)
(3,465) § (2.436) & (2,796)
125 47 1,443
6,248 7.416 8,407
430 398 652
70 7 267
230 (850) (1,263)
1,286 0% 145
(69) (58) (29
— (200) —
= (s1) —
473 % 203
9 3 342
558 (100) (1,137
(134) (76) (55)
4,815 4,891 6.179
(1,935) (1,603) (3,887)
(459) (591 (801)
— (560) -
— = 213
(58) {1,118) =
155 573 204
(350) (630} (503
101 115 75
(10) (10) (8)
(2,556) (3,844) (4,250)
— 1,303 1826
(862) (2,226) (4,367)
{51} = —
8 4 57
(505) (919) (484)
1354 128 1,445
1819 1,691 2,246
5173 8 3819 § 1,691
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SPRINT NEXTEL CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
(in mitlions)

(Accumuluted Accamulated
Comman Shares Tremury Shares Deficity Other
Paid-in Comprebensive Reluined Comprehenidve
Shares(1} Amuunt Cuphtsd Shares Amount Income (Lass) Enrmlngs Loss Total
Balunce, Becember 31, 2007 2951 ¥ 5,902 5 46,711 106 3 (2,160 - (27,296} M § 22445
Corprehensive losa
Nel loas 5 (2,796} (2,796} (2.796)
Other yomprehensive income loss), net of lax
Unrecognized net poriodic pension and atlier
pealiretirement benelits a1
Forcign cumrency tanslation sdjusiment an
Unrealized holding loases on securilica on
Heclassification adjuatmend for realized gains on
scountien 14
Other comprehenaive loas W13y ©213)
Comprebensive loss
Issuasce of common sharcs, nct 5 (23 8 (164} 59
Gain on decondolidation of net nasets coniribuicd to
Clearwire'™ 424 424
Sharc-based compensation cxpenie 257 257
Orer, net (63} 4 (61}
Balance, December 31, oW 29351 § 5902 5 47,332 94 $ (1,939} 5 {30,836} (524) % 19915
Comprehcnsive loss
Netlony 5 (2,436) (2436) {2,935)
Okher comprehensive incame, nel of X
Uneecognized et periodic persion and olher
paslretirement benefils 140
Forcign curency Lrandstion adjusiment 1%
Unrealized holding gaina on sccurities 14
Other compecheraive income 172 172 172
Comprchensive loss 5 (2.264)
e —
Iisuance: of common sharcs, net (20} a9l {487} 4
Share-bused compensalion expense kL] 18
Conversion of serics 2 1o serics | comman sharey (a0 {30} (785 40) a5
Fquity consideration related to Virgin Mabile acquisiuon 9% 193 186 o)
Other, net {18} l amn
Balance, December 31, 208 3,007 £ 6M35 3 46,753 34 5 {582) 5 (33.77%) (352) % 18095
Comprehensive joes
Net loss 5 (3.465) (3.463) (1,465}
Other compeehensive Jass, act of Lax
Unirecognized nel periodic persion and other
pesuctirement benefils (1393
Foreign currency inanslatian adjustment 8
Unreatized holding loascs on sccurities {3}
Oxher comprehensive loss {1503 (150 €150y
Comprehenmve loss $ 3615
————
Isauance of common shares, el 1 1 8] 4y 355 (347 ¥
Sharc-bused compenaation cxpense £ 59
Other, niet {10y 3 [¢)]
Balance, December 31, 2H# 1008 5 6016 5 46,841 20 5 (227 5 {37,582) (502) § 14546

‘1) See note 13 for information regarding commin shares.
2} On November 28, 2008, we recorded a 424 millian gain on the deconsnlidarion of net assets contributed to Clearwire, net of 3260 million in related taxes.

See Notes 1o the Consolidated Financial Statements
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SPRINT NEXTEL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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SPRINT NEXTEL CORPORATION
NOTES TO THE CONSQLIDATED FYNANCIAL STATEMENTS

Note 1, Description of Operations .

Sprint Nextel Cerporation, including its consolidated subsidiaries, (“Sprint,” “we,” “us,” “our” or the “Compsny"? isla lcommunicalinm company eifering a
comprehensive range of wireless and wireline communications products and services that are designed to meet the needs of individual consumers, businesses, government
subscribers and resellers. We have organized our operations 1o meet the needs of our 1argeted subscriber groups through focused communications solutions that
incorporate the capabilities of cur wireless and wireline services. As a result of the acquisition af Virgin Mebile USA, Inc. !:Virgm Moblle) inI\lTovember 24, 2009 and
iPCS, Inc. (iPCS} on December 4, 2009, the operations of Virgin Mobile and iPCS are consolidated prospectively from their respective acquisition dates.

The Wireless segment includes retail and wholesale service revenue from a wide array of wireless mebila telephone and wireless data transmission services and
equipment revenue from the sale of wireless devices and accessories in the U.S., Puerto Rico and the U.8. Virgin Islands.

The Wireline segment includes revenue from domestic and international wircline veice and data communication services, including services to the c;able
multiple systems operators that resel) cur local and tong distance service and use our back office systems and network assets in suppart of their teleghone services
provided over cable facilities

Sprint's fourth generation (4G) technalogy capabilities exist through our mobile vintual network operator (MYNO) relationship with Clearwire Corporatien and
its consolidated subsidiary, Clearwire Communications LLC (1egether, *Clearwire”) in which we own a $4% economic interest. Clearwire is deploying Worldwide
Interoperability for Microwave Access (WiMAX) technology as a new netwaork i markets that we serve. The services supported by this 1echnology give subscribers with
compatible devices high-speed access to the Intemet and a variety of increasingly sophisticated data services (See note 3).

Note 2. Summary of Significant Accounting Policies and Other Information

Consolidation Policies and Estimates

The consolidated financial statements include our accounts, those of our wholly owned subsidiaries, and subsidiaries we control or in which we have a
controlling financial interest. All significant intercompany transactions and balances have been eliminated in cansolidation. Investments where Sprint maintains majority
ownership, but lacks full decision making ability over all major issues, are accounted for using the equity method. Sprint's most significant equity investment is in
Clearwire for which Sprint does not have a controlling vote or the ability to control operating and financial poficies,

The consolidated financial statements are prepared in conformity with accounting principles generally accepted in the United States (GAAP). This requires
management of the Company te make estimates and assumptions that affect the reported amounts of assets and liabilities, revenues and expenses and the disciosure of
contingent assets and liabilities as of the date of the consclidated financial statements, These estimates are inherently subject 1o judgment and actual results could differ.

Certain prior period amounts have been reclassified to conform to the current period presentation. Subsequent events were evaluated for disclosure through the
date on whigh the financial statements were filed with the Securities and Exchange Commission (SEC).

Summary of Signilicant Accounting Policies
Cash and Cash Equivalents

Cash equivalents generally include highly liguid investments with maturities at the time of purchase of three months or less. These investments may include
money market funds, certificates of deposit, U.S. government and government-sponsered debt securities, corporate debi securities, municipal securities, bank-related
securities, and credit and debit card ransaclions in process.

Abfowance far Doabiful Accowrts

An allowance for doubtful accounts is established sufficient to cover probable and reasonably estimable losses. Because of the number of subscriber accounts, it
is not practical to review the collectibility of each of those accounts individually to determine the amount of allowance for doubtful accounts each period, atthough some
account Jevel analysis is performed with respect to large wireless and witeline subscribers, The estimate of allowance for doubtful accounts considers a number of factors,
including collection experience, aging of the accounts recervable portfolios, credit quality of the subscriber base and other qualitative considerations, including macro-
economic fagtors. Amounts writien ofT against the allowance for doubtful accounts, net of recoveries and other adjustments, were $437 million, $487 million, and $826
millien in 2019, 2009 and 2008, respectively.
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SPRINT NEXTEL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Device and Accessory Inventory

Inventories are stated at the lower of cost or market. Cost is determined by the first-in, first-cut (FIFO) method, Costs of devices and related revenues generated
from device sales (equipment net subsidy) are recognized at the time of sale. Expected equipment net subsidy is not recognized prior to the time of sale because the
promotional discouat decision is generally made at the point of sale and because the equipment net subsidies are expecied 10 be Tecovered through service revenues.

The net realizable value of devices and other inventory is analyzed on a regular basis. This analysis inctudes assessing obsolescence, sales forecasts, preduct life
cycle, marketplace and other considerations. If assessments regarding the above factors adversely change, we may be required to sell devices at a higher subsidy or
potentially record expense in future periods prior to the point of sale.

Property, Plant and Equipment

Property, plant and equipment {PP&E), including improvements that extend useful lives, are recognized at cost. Depreciation on property, plant and equipment
is generally calculated using the straight-line method based on estimated ecenomic useful lives of 3 10 30 years for buildings and improvements and network equipment,
site ¢osts and related software and 3 to 12 years for nen-network internal use software, office equipment and other, Leaschold improvements are depreciated over the
shoster of the lease 1erm or the estimated useful life of the respective assets. We calculate depreciation on certain network assets using the group life method. Accordingly,
ordinary asset retirements and disposals on those assets are charged against accumulated depreciation with no gain or loss recognized, Gains or losses associated with all
other asset retirements or disposals are recognized in the consolidated statements of operations. Depreciation rates for assets using the group life method are revised
pericdically as required under this depreciation methed. Repair and maintenance costs and research and development costs are expensed as incurred.

We capitalize costs for network and nen-network seftware developed or obtained for internal use during the application development stage. These costs are
in¢luded in PP&E and, when the software is placed in service, are depreciated over estimated useful lives of 3 1o 5 years. Costs ingurted during the preliminary project and
post-implementation stage, as well as maintenance and training costs, are expensed as incurred.

fnvestments

Short-term investmens are recognized at amartized cost and classified as current assets on the consolidated balance sheets when the original maturities at
purchase are greater than three months but tess than one year. Certain investments are accounted for using the equity method based on the Company's ownership interest
and ability to exercise significant influence. Accordingly, the initsal investment is recognized at cost and subsequently adjusted to recognize the Company's share of
earnings or losses of the investee in each reporting period subsequent to the investment date

Equity method investments are evaluated for other-than-temporary impairment on a regular basis. Other-than-temporary impajtment eeeurs when the estimated
fair value of an investment is below the carrying value, and the difference is determined to not be recoverable. This evaluation reguires significant judgment regarding,
among other things, the severity and duration of the decline in value; the ability and intent to hold the secunities until recovery; financial condition, liquidity, and near-
term prospects of the issuer, specific events, and other factors.

Long-Lived Asset Impairment

Sprint evaluates long-lived assets, including intangible assets subject to amortization, for impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset group may not be recoverable. Assel groups are determined at the lowest level for which identifiable cash flows are largely independent of
cash flows of other groups of assets and liabilities. When 1t is probable that undiscounted future cash Mlows will not be sufficient to recover an asset group's carrying
amounit, an impairment is determined by the excess of the asset group's net carrying value over the esttmated fair value. Refer to note B for additional information on asset
impairments.
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SPRINT NEXTEL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Certain assets that have not yet been deployed in the business, including network equipment, cell site development costs and software in development, are
periodically assessed 1o determine recoverability, Network equipment and cell site development costs are expensed whenever events or changes in circumstances cause
the Company to conclude the assets are no longer needed to meet management's strategic network plans and will not be deployed. Software development costs are
expensed when it is no longer probable that the software project will be deplayed. Network equipment that has been remeved from the network is also periodically
assessed to determine recoverability, If we continue to have operational challenges, including obtaining and retaining subscribers, future cash flows of the Company may
not be sufficient to recover the carrying value of our wireless asset group, and we could record asset impairments that are material to Spnint's censolidated results of
operations and financial condition

During 2010, we assessed the recoverability of the wireless asset group, which includes tangible and intangible long-lived assets subject to amortization as well
as indefinite-lived intangible assets. We included cash flow projections from wireless operations along with cash flows associated with the eventual disposition of the
long-lived assets, which included estimated proceeds from the assumed sale of FCC licenses, trademarks and customer relationships. The estimated undiscounted future
cash flows of the wireless long-tived assets exceeded their carrying amount and, as a result, no impairment charge was recorded. In addition, we re-assessed the remaining
useful lives of these long-lived assets and cencluded they were appropriale

Indefinite-Lived Intangible Assets

Goodwill represents the excess of consideration paid over the estimated fair value of the net tangible and identifiable intangible assets acquired in business
combinations. Qur indefinite-lived intangible assets include Federal Communications Commission {FCC) Jicenses, acquired primarily through FCC auctions and business
combinaticns, to deploy our wireless services, and certain of our trademarks. In determining whether an intangible asset, other than goodwill, is indefinite-lived, we
consider the expected use of the assets, the regulatory and economic environment within which they are being used, and the effects of obsolescence on their use. We
assess our indefinite-lived intangible assets for impaicment at least annually or, if necessary, more frequently, whenever events or changes in circumnstances indicate the
asset may be impaired. Such indicatars may include a sustained, significant decline in our market capitalization since our previous impairment assessment, a significant
decline in our expected future cash flows, a significant adverse change in legal factors or in the business climate, unanticipated competition, and/or slower growth rates,
among others

Benefit Plans

We provide a defined benefit pension plan and certain other postretirement benefits to certain employees, and we sponsor a defined centribution plan for alt
employees. As of December 31, 2005, the pension plan was amended to freeze benefit plan accruals for participants. The objective for the investment portfolic of the
pension plan is to achieve a long-term neminal rate of return, net of fees, which exceeds the plan's long-term expected rate of return on investments for funding purposes
which was 8.5% for 2010. To meet this objective, our investment strategy is governed by an asset allocation policy, whereby a targeted allocation percentage is assigned
to each asset class as follows: 50% 16 U5, equities; 15% to international equities; 15% to fixed income investments; 10% to real estate investmends, and 10% to other
investments including hedge funds. Actual allocations are allowed to deviate from 1arget allocation percentages by plus or minus 5%.

Investments of the pension plan are measured at fair vatue on a recurring basis which is determined using quoted market prices or estimated fair values. As of
December 31, 2010, 60% of the investment portfolio was valued at quoted prices in active markets for identical assets; 25% was valued using quoted prices for similar
assets in active or inactive markets, of other observable inputs; and 15% was valued using unobservable inputs that are supported by littie or no market activity. As of
December 31, 2010 and 2009, the fair value of our plan asséts in aggregate was $1.3 billion and $1.2 bitlion, respectively, and the fair value of ow projected benefit
obligations in aggregate was $1.9 billion and $1.6 billion, respectively. As a result, the plans were underfunded by approximately $600 million and $400 millien a1
Drecember 31, 2010 and 2009, respectively, and were recorded as a net liability 1n our consolidated balance sheets. Estimated contributions totaling approximately 5150
million are expected to be pard during 2011,
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The offset to the pension liability is recerded in equity as a compenent of " Accumulated other comprehensive Loss,” net of tax, including the 2010 and 2009
adjustments of $139 million and $140 million, respectively. The change in the net liability of the plan in 2010 was affected primarily by a decrease in the discount rate,
from 6.75% to €.0%, used to estimate the projected benefit obligation. We intend 10 make future cash comtributions to the pensien plan in an amount necessary 10 meet
minimum funding requirements according to applicable benefit plan regulations.

Under cur defined contribution plan, participants may contribute a portion of their eligible pay to the plan through payroll withholdings. The Company matched
100% of participants' contributions up to 5% of their eligible compensation in 2008 and 4% of their eligible compensation from January 1, 2009 ta March 6, 2009. These
fixed matching contributions totaled $32 million and $1 19 million in 2009 and 2008, respectively. Effective for compensation paid after March 6, 2008 through 2010, the
amount of matching contributien is discretionary as determined by the Board of Directors of the Company, based upon a formula related to the profitability of the
Company. If such prefitability level is attained, the Company could match a percentage of the participant's contributions up to a maximum percentage of their eligible
compensation as determined by the Board. For the remainder of 2009, we matched 100% of the participants' contributions up to 1.13% of their eligible compensation in
cash, totaling $20 million and for 2010, the amount of the discretionary match was 0.7%, or $9 million.

Revenue Recognition

Operating revenues primarily consist of wireless service revenues, revenues generated from device and accessory sales, revenues from wholesale operators and
third party affiliates (Affiliates), as well as long distance voice, data and Internet revenues. Service revenues consist of fixed monthly recurring charges, variable usage
charges such as roaming, data, text messaging, and premiurn service usage and miscellaneous fees, such as activation, upgrade, late payment, reconnection and early
termination fees and certain regulatory related fees. We recognize service revenues as services are rendered and equipment revenue when title passes to the dealer or end-
user subscriber. We recognize revenue for access charges and other services charged at fixed amounts ratably over the service period, net of credits and adjustments far
service discounts, billing disputes and fraud or unauthorized usage. We recognize excess wireless usage and long distance revenue at contractual rates per minute as
minutes are used. Additionally, we recognize excess wireless data usage based on kilobytes and one-time use charges, such as for the use of premium services, when
rendered. As aresult of the cutoff times of our multiple billing cycles each month, we are required 1o estimate the amount of subscriber revenues earned byt not billed
from the end of each billing cycle te the end of each reporting period. These estimales are based primarily on rate plans in effect and our historical usage and billing
patrems. Regulatory fees and costs are recorded gross. The largest component of the regulatory fees is universal service fund, which represented about 2% of net operating
Tevenues in 2010, 2009 and 2008

The accounting estimates related to the recognition of revenue in the results of operations require us to make assumptions about future billing adjustments for
disputes with subscribers, unauthorized usage, future refurns and mail-in rebates on device sales.

Dealer Conmissions

Cash consideration given by us tc a dealer or end-user subscriber is presumed to be a reduction of revenue unless we receive, or will receive, an identifiable
benefit in exchange for the consideration, and the fair value of such benefit can be reasonably estimated, in which case the consideration will be recorded as a selling
expense. We compensate our dealers using specific compensation programs related to the sale of our devices and our subscriber service contracts, or both. When a
commission is eamned by a dealer solely due to a selling activity relating to wireless service, the cost is recorded as a selling expense. When a commission is earned by a
dealer due to the dealer selling one of our devices, the cost is recorded as a reduction to equipment revenue.

Advertising Costs
We recognize advertising expense when incurred as selling, general and administrative expense. Advertising expenses totaled 1.4 billion for the year ended
December 31, 2010, and $1.5 billion for each of the years ended December 31, 2009 and 2008,
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New Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (FASB) issued authoritative Literature regarding Amendments to FASE Interpretation No. 46(R), which
changes various aspects of accounting for and disclosures of interests in variable interest entities, and Accounting for Transfers of Financial Assets, which was issued in
order to improve the relevance, representational faithfulness, and comparability of the information that a reporting entity provides in its financial statements about a
transfer of financial assets; the effects of a transfer on its financial position, Anancial performance, and cash flows; and a transferor's continuing invelvement, if any, in
iransferred financial assets. This guidance was effective beginning in January 20190 and did not have a maierial effect on our consolidated financial statements.

In September 2009, the FASB medified the accounting for Miltiple-Deliverable Revenue Arrangements and Certain Revenne Arrangements that Inciude
Saftware Elemenis. These modifications alter the methods previcusly required for allocating consideration received in multiple-element arrangements to require revenue
allocation based on a relative selling price method, including arrangements containing software components and non-software components that function together to
deliver the product's essential functionality. These modifications will be effective prospectively for the fiscal year ending December 31, 2011 and are not expected to have
a material effect on our consolidated financial statements.

In January 2010, the FASB issued authoritative guidance regarding Improving Disclosures about Fair Value Measurements, which requires new and amended
disclosure requirements for classes of assets and liabilities, inputs and valuatien technigues and transfers between levels of fair value measurements and Accourting for
Distributions to Shareholders with Components af Stock gad Cash, which clarifies the accounting for distributions 1¢ shar¢holders that affer them the ability to elect to
receive their entire distribution in cash or shares of equivalent value. This guidance was effective beginning in January 2010 and did not have a material effect on cur
conselidated financial statements,

In July 2010, the FASB amended the requirements for Disclasures about the Credit Quality of Financing Receivables and the Allowance for Credit Losses. As
a result of these amendments, an entity is required to disaggregate by portfolie segment or class certain existing disclosures and provide cenain new disclosures about its
financing receivables and related allowance for credit losses. The new disclosures as of the end of the reporting period are effective for the fiscal year ending
December 31, 2010, while the disclosures about activity that occurs during a reperting period are effective for the first fiscal quarter of 2011, The disclosure requirements
effective for the fiscal year ending December 31, 2010 did not have a material effect on our consolidated financial statements. The requirements effective for the first
fiscal quarter of 2011 are not expecied to have a material effect on our consolidated financial statements.

Concentrations of Risk

Mectorola Mability, Inc. and Moterola Selutions, Inc. (collectively, “Motorota") is our sole source for all of the devices we offer under the Nextel brand, except
BlackBerry® devices. Although ouz handset supply agreement with Motorola is structured to provide competitively-priced devices, the cost of iDEN devices is generally
higher than devices that do not incorperate a similar multi-function capability. This difference may make it more difficult or costly for us to offer devices at prices that are
attractive te potential subscribers. In addition, the higher cost of iDEN devices requires us to absorb a larger part of the cost of offering devices 1o new and existing
subscribers, which may reduce our growth and profitability. Alse, we must rely on Motorola to develop devices capable of supporting the features and services we offer to
subscribers of services on our iIDEN network and 10 provide maintenance and support for our iDEN-based infrastructure. A decision by Motorola to discontinue, or the
inability of either company to continue, manufacturing, maintaining or supporting our iDEN-based infrastructure and devices could have a material adverse effect on us.
Further our ability to complete the spectrum reconfiguration plan in connection with the FCC's Report and Order, described in nate 11, is dependent, in pan, on Motorola.
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Note 3. Investments

The components of investments were as follows:

December 31,
010 2009
0 milllans)
Marketable equity securities s 39 $ 43
Equity method and other investments 3,350 4,581
$ 3,389 $ 4,624

Muarketable equity xecurifies

Investments in marketable equity securities are recognized at fair value and are considered available-for-sale securities. Accordingly, unrealized holding gains
and losses on these securities are recognized in accumulated other comprehensive income (loss), net of related income tax. Realized gains or losses are measured and
reclassified from accumulated other cemprehensive income (loss} into earnings based on identifying the specific investments seld or where an other-than-temporary
impairment exists. Gross unrealized holding gains and losses were insignificant for 2010 and 2005,

Eguity Method Investment in Clearwire
Sprint's Ownership Interest

Sprint's investment in Clearwire is part of our long-term plan to participate in the 4G wireless broadband market, and to benefit from Clearwire's entry into that
market. Sprint and other investors are offering 4G products utilizing Clearwire's 4G wireless broadband network in avaifable markets.

Sprint holds a 54% non-controlling interest in Clearwire, in the form of 532 million shares of Class B voting common stock (Class B Voting) of Clearwrre
Corporation and 532 million Class B non-voting cemmen interests (Class B Non-vating) in Clearwire Communications LLC (together, “Class B Common Interests™) for
which the cartying value, as of December 31, 2010, totaled $3.1 billion. Each share of Clearwire Corporation Class B Voting, together with one Clearwire
Communications LLC Class B Non-voting, is exchangeable for one share of Clearwire Corporation’s Class A common stock, a publicly traded security. In addition 10
Class B Common Interests, as of December 31, 20190, Sprint holds a note receivable from Clearwire with a carrying value of $177 million, a fixed interest rate of 12% and
a maturity date of December 2615, The note receivable carrying valug as of December 37, 2009 was $175 million. The carrying value of Sprint's Class B Common
Interests, together with the cazrrying value of the note receivable, are included in the line item "Investments” in Sprint's consolidated balance sheet. Equity in Josses from
Clearwire were $1.3 billion, $803 million and $142 million for the years ended December 31, 2010, 2009 and 2008, respectively. Sprint's losses from its investment in
Clearwire consists of Sprint's share of Clearwire's net loss and other adjustments such as gains or losses associated with the dilution of Sprint's ownership interest resulting
from Clearwire's equity issuances. Equity in losses of Clearwire for 2009 ingluded a pre-tax dilution Loss of $154 millien ($96 million after tax), recognized in the first
quarter, representing the finalization of ownership percentages subsequent to the November 2008 formation.

Clearwire's Liquidity

As of September 30, 2010, Clearwire reperied available cash and short-term investments of approximately $1.4 billion. Based on Clearwire's projections at that
time, Clearwire did not expect its cash and short-term investments to be sufficient to cover their estimated liquidity needs for the next twelve months. Without additional
financing sources, Clearwire forecasted that their cash and short-term investments would be deplered as early as the middie of 2011, Thus, Clearwire was required to raise
additional capital in the near-term in order to continue operations and reported that it alse needs to raise substantial additional capital over the long-term to fully
implement its business plans. The amount of additicnal capital required by Clearwire depends on a number of factors, many of which are difficult te predict and outside of
its control, and may change if its current projections prove to be incorrect. As a result of Clearwire's expected continued losses from operations and the uncertainty about

its ability to obtain sufficient additional capital, Clearwire reported that, as of September 30, 2010, there was substantial doubt about its ability to continue as a going
concern
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In the third quarter 2010, Clearwire reported it was actively pursuing various initiatives 1o raise additional capital, including discussions with a number of major
shareholders and other third parties about a number of optiens, including potential strategic transactions, additional debt or equity financings and/or asset sales. A special
cemmittee of Clearwire's Board of Directors was formed to explore strategic alternatives, including transactions that may involve a sale or other realignment of the
ownership and governance of their company. In December 2010, Clearwire successfully raised $1.4 biflion in debt financing through the combination of issuance of
secured and exchangeable notes. As a result of this debt issuance, as of December 31, 2010, Clearwire no longer reported substantial doubt about its ability to continue as
a going concern. Clearwire's ability to raise sufficient addinonal capital in the long-term on aceeptable terms, or at all, remains uncertain.

Sprint's Recoverability

Sprint's ability to recever the camying value of $3 1 billion as of December 31, 2010 depends, in part, upon Clearwire's ability to cbtain sufficient additional
funding to support its operations and is ability to successfully develop, deploy and maintain its 4G network. As of December 31, 2010, the carrying value of Sprint's
equity investment in Clearwire represents $5.82 per share based on the assumed exchange of our Class B Common Interests for Class A common stock. The market price
of Clearwire's publicly traded stock was $5 15 per share as of December 31, 2010. Uncertainty regarding Clearwire's timing and ability to obtain sufficient additional
funding could result in significant changes to Clearwire's stock price and value. A decline in the estimated fair value of Clearwire that would be deemed to be other-than-
temporary could result in a material impainment to the carrying value of our investment. We do not intend to sell our 54% economic interest in the foreseeable future, and
recoverability of our equity investment is not affected by short-term fluctuations in Clearwire's stock price, Accordingly, we expect 1o fully recover the carrying vatue of
our investment in Clearwire

Summarized financial information for Clearwire is as follows:

December 31,
2010 2009
fin milives)
Current assets § 1,866 s 3,877
Noncurrent assets 9,175 7,391
Current liabilities 5 687 3 543
MNoncurrent liabilities 4,484 2,952

Year Ended December 31,

2010 2008 2008
fin milfions)
Revenues 3 357 $ 274 $ 20
Qperating expenses (2,772) {1,458} (514)
Operating loss 3 (2,215) $ {1,184} $ (494)
Net loss befere non-controlling interests 3 {2,303} $ (1,254) $ {592)
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Note 4. Financial Insteuments

Cash and cash equivalents, accounts and notes receivable, and accounts payable are carried at cost, which approximates fair valie. Our short-term investments
(consisting primanly of time deposits and treasury securities), totating $300 million and $105 million as of December 31, 2010 and 2009, respectively, are recorded at
amorttized cost, and the respective carrying amounts approximate fair value. The fair value of our marketable equity securities totaling $39 million and $43 million as of
December 31, 2010 and 2009, respectively, is measured on a recurring basis using quoted prices in active markets.

The estimated fair vaiue of long-term debt, financing and capital lease cbligations, including current maturities is based on current market prlées ot interest
rates. The following table presents carrying amounts and estimated fair values of our current and long-term debt, financing and capital jease obligations:

December 3i,
Wi 2004
Estimated Carrylag Batimated
Carrying Amount Fair Vatue Amaunt Fair Value
fin milionsy
Current and long-term debt, financing and capital lease obligations $ 20,1591 $ 20,007 3 21,061 § 20,014

Note 5. Property, Plant and Equipment

Property, plant and equipment consist primarily of network equipment and other long-lived assets used tc provide service to our subseribers. Changes in
technelogy or in our intended use of these assets, including our ability to successfully test and deploy our network modernization plan, Netwerk Vision, as well as
changes in econamic or industry factors or in our business or prospects, may cause the estimated period of use or the value of these assets to change.

Network equipment, site costs and related software includes switching equipment, cell site towers, site development costs, radio frequency equipment, network
software, digital fiber optic cable, transport facilities and transmission-related equipment. Buildings and improvements principally consists of owned general office
facilities, retail stores and leasehald improvements. Non-network internal use software, office equipment and other primarily consists of furniture, information technology
systemns and equipment and vehicles. Construction in progress, which is not depreciated until placed in service, primartly includes matenals, transmission and related
equipment, laber, engineering, site development casts, interest and other costs relating to the construction and development of our network. Interest capitalized in
connection with the construgtion of long-lived asseis totaled $13 million, $12 million and $123 million for the years ended December 3&, 2010, 2009 and 2008,
respectively.

The compaonems of property, plant and equipment, and the related aceumulated depreciation were as follows:

December 31, December 31,
2610 2009
fin ouillions)
Land 3 332 $ i3
Network equipment, site costs and related sofiware 37,514 36,992
Buildings and tmprovements 4,823 4792
Non-network internal use software, office equipment and other 2,465 2,966
Construction in progress 595 1,111
Less accumulated depreciation (30,5915) {27,913}
Property, plant and equipment, net 3 15,214 $ 18,280
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Nt Net
December 31, Additions! December 31, Alll.ll:tnml December 31,
2008 (Redductions) 2009 (Reductions) 21
i miiions)
FCC licenses 5 18,511 $ 591 $ 19,502 3 425 3 19,927
Trademarks 409 — 409 — 409
Goedwill” — 373 373 (14) 339
3 19,320 3 964 b3 20,284 £ 411 3 20,695

1) The net reduction to goodwill of §14 milfion was a result of purchase price allocation adjustments recognized in the firs! guarter of 2010 associated with the 2009
aequisitions of Virgin Mobile and iPCS primarily relared to deferred tax assets and labilities.

We hold FCC licenses authorizing the use of radio frequency spectrum to deplay our wireless services: 1.9 gigahertz (GHz) licenses utilized in the CDMA
network, and 800 megahertz (MHz) and 900 MHz licenses utilized in the iDEN network. We also hald FCC licenses that are not vet placed in service but that we intend 1o
use in accordance with FCC requirements. As long as the Company acts within the requirements and constraints of the regulatory authorities, the renewal and extension of
these licenses is reasonably certain at minimal cost. We are not aware of any technology being developed that would render this spectrum obsolete and have concluded
that these licenses are indefinite-lived intangible assets, Our Sprint and Boost Mobile trademarks have been identified as indefinire-lived intangible assets. During 2010,
we conducted our annual assessment of the estimated fair value of indefinite-lived intangible assets other than goadwill and determined that no adjustment was necessary

Goodwill
Gouodwill represents the excess of consideration paid over the estimated fair value of net tangible and identifiable intangible assets acquired in business

combinations, During the fourth quarter 2009, we acquired Virgin Mobile and iPCS, which resulted in the recognition of $373 million of goodwill. During 2010, Sprint
finalized purchase price allocations associated with these acquisitions.

Goodwill Recoverability Assessment

The carying value of Sprint's goadwill is included in the Wireless segment which represents cur wireless reporting unit. We estimate the fair value of the
wireless reporting unit using both disceunted cash flow and market-based valuation modes. If the fair value of the wireless reporting unit exceeds its net book value,
goodwill is not impaired, and no further testing 13 necessary. If the net book value of our wireless reparting unit exceeds its estimated fair value, we ¢stimate the fair vaiue
of goodwill to determine the amount of impairment loss, ¢f any

The determination of the estimated fair value of the wireless reporting unit requires significant ¢stimates and assumptions. These estimates and assumptions
primarily include, but are not limited to, transactions within the wireless industry and related control premiums, discount rate, terminal growth rate, operating income
before depreciation and amortization (OIBDA) and capital expenditure forecasts. Due to the inherent uncertainty involved in making those estimates, actual resuits could
differ from those estimates. We evaluate the merits of each significant assumption, both individually and in the aggregate, used to determine the fair value of the wireless
reporting unit for reasonableness. During 2010, we conducted our annuai assessment of goodwill and determined that no adjustment was necessary
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Intangible Assets Subject to Amaortization

Sprint's custemer relationships are amortized using the sum of the years' digits method. As customer relationships amortize and reach the end of their
amortization period, we remove the gross and accumulated amounts associated with these fully amertized intangibie assets. During 2010, we reduced the gross carrying
value and accumulated amortization by $10.3 billion asscciated with fully amortized intangible assets primarily related to customer relationships associated with the
Nextel acquisition in 2005, Other intangible assets primarily include certain rights under affiliation agreements that were reacquired in connection with the acquisitions of
Affiliates and Nextel Pariners, Inc, which are being amortized over the remaining terms of those affiliation agreements on a straight-line basis, and the Nextel, Direct
Cennect and Vargin Mobile trade names, which are being amortized on a straight-line basis

December 31, 201¢ Decepber 31, 2009
Cros Met Grus Net
Carrying Accumulared Carrying Carrylng Accumuluted Carrying
Lazful Lives Value Amorizstion Valwe Yalue Awmartizaton Value
fin milfions)
Customer relationships 2to 5 years $ 1,925 % (1,717 $ 208 % 12224 % (11,093) $ 1,131
Other intangible assets
Trademarks 10t 37 years 1,169 (490) 679 f,169 (394) 75
Reacquired rights 910 14 years 1,571 519) 1,052 1,572 {386) 1,186
Other 9to 16 years 116 (46) 70 126 (40) 86
Total other intangible assets 2,856 {1,053) 1,801 2,867 (820) 2,047
Total definite lived intangible
assels 3 4,781 § {2,772) § 2009 § 1509 $ {11,913) § 3,178
2011 2 013 N4 2018
fin witiions)
Estimated amortization expense $ 403 $ 279 5 242 $ 238 $ 197
Note 7. Long-Term Debt, Financing and Capital Lease Obligations
Tnterest December 31, December 31,
Rates Matu rities wie 2009
(ir millions)
Notes
Semior nolea
Sprint Nextel Cotporation 600 -9.25% 2016 - 2022 5 3,500 H 4,240
Sprint Capital Corporalion 688 -875% 2011 - 2032 9,854 9,854
Seriul redecmable senior notes
Nextel Communications, Inc. 5.95-7.38% 2013 - 2015 4,780 4,780
Secured noten
iPCS, Inc, 241 -154% 213~ 2014 48] 479
Credir facilithes - Spriut Nextet Corpacation
Bank credit facility 3.56% 013 — -
Export Developiment Canada™ 3.46% 2012 750 750
Finaaclag obligathra 9.50% 020 658 698
Capital iease abligadons asd vther 4.11-1549% 2012- 022 T 1%0
Net preminms 52 &)
20,191 21,061
Lesa currcat poriien {1,656) (768)
5 18,515 3 20,293

Long-term debt, financing and capital lease obligutions

1) InJomiary 2011, 3300 million of aur $75C mitlion Export Development Canada loan was amended 10 extend the manurity date from 2012 to 2015, which is not refiected in the iable
above.
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As of December 31, 2010, Sprint Nextel Corporatien, the parent corporation, had $4.3 billien in principal of debt outstanding, including the credit facihties. In
addition, $15.1 billion in principal of our long-term debt issued by wholly-owned subsidiaries is guaranteed by the parent, of which approximately $10.3 billion is fully
and unconditionally guaranieed. The indentures and financing arrangements of certain subsidiaries' debi contain provisions that limit cash dividend payments on
subsidiary cemmeon stock. The transfer of cash in the form of advances from the subsidiaries to the parent cerporation generally is not restricted.

As of December 31, 2010, about $1.3 billion of our outstanding debt, compnsed of certain noles, financing and capital lease cbligat:ons and mortgages, 1s
secured by $1.1 billion of gross praperty, plant and equipment and other asse1s. Cash interest payments totaled $1.5 billion during the ysar ended December 31, 2010 and
£1.4 billion during ¢ach of the years ended December 31, 2009 and 2008,

Notes

Notes consist of senior and serial redeemable senior notes that are unsecured, and Secured Notes of iPCS which are secured solely with the underlying assets of
1PCS. The Company may elect to pay interest en a portion of the iPCS Secured Notes entirely in cash or by increasing the principal amount. Cash interest on the
remaining notes is generally payable semiannually in arrears. Approximately $18.4 billion of the noies are redeemable a1 the Company's discretion at the then applicable
redemption price plus acerued interest. On June 28, 2010, the Company paid $750 million in principal plus accrued and unpaid interest on its outstanding floating rate
senior notes as scheduled. Qur weighted average effective interest rate related to our senior notes was 6.5% in 2010 and 6.5% in 2009.

On August 11, 2009, the Company issued $1.3 billion in principal of senior notes due 2017, Interest is payable semi-annually on February 15 and August 15 at
a fixed rate of 8 375%. The Company may redeem some or all of these notes at any time prior to maturity. The notes are unsecured sensor obligations and rank equally
with the existing unsecured senior indebtedness. If a change of contral event (as defined in the related indenture) ccours, Sprint will be required to make an offer 1o
repurchase the notes in cash at a price equal to 101% of their principal amount. In May 2009, all outstanding 6.38% senior notes due 2009 were repaid totaling $600
millian plus acerued and wnpaid interest. On September 16, 2009, all outstanding 5.25% convertible senior notes due 2010 were redeemed at 100% of the principal
ameunt totaling $607 million plus accrued and unpaid interest.

Credit Facilities

On May 21, 2010, the Company entered into a new $2.1 billior: unsecured revolving bank credit facility that expires in October 2013, which replaced the $4.5
billion ¢redit facility that was due to expire in December 2010. As of December 31, 2010, $1.4 billion in letters of credit, which includes a $1.3 billion letter of credit
required by the FCC's Report and Order to reconfigure the 800 MHz band, were outstanding under our $2.1 billion revolving bank credit facility. As a result, the
Company had $700 million of borrewing capacity available under this revolving bank credit facility as of December 31, 2810. The terms of this credit facility provide for
an interest sate ¢qual to the Lendon Interbank Offered Rate (LIBOR} plus a spread that varies depending on the Company's credit ratings. As of December 31, 2010, the
unsecured lcan agreement with Export Development Canada (EDC) is fully drawn and has terms similar to those of the revolving bank credit facility, Under tenms of the
EDC loan, repayments of cutstanding amounts ¢annot be re-drawn. During 2009, we repaid $1.0 billion of the remaining outstanding balance under the $4.5 billion credit
facility
Financing, Capital Lease and Other Obligations

We have approximately 3,000 cell sites, which we sold and subsequently leased back space. Terms extend over a pericd of 10 years, beginning in 2008, with
renewal options for an additional 20 years. The cell sites continue to be reported as part of our praperty, plam and equipment due to our continued involvement with the
property sold and the transaction is accounted for as a financing. Our capitai lease and other abligations are primarily for the use of communication switches,

In the fourth quarter 2010, we exercised an opticn to terminate our relationship with a variable interest entity, which resulted in the repayment of financing,
capital lease and other cbligations of $105 million
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Covenants

As of December 31, 2010, the Company is in compliance with all restrictive and financial covenants associated with its borrowings. A default under any of our
borrowings could trigger defaults under our other debt obligations, which in turn could result in the matunities being accelerated. Certain indentures that govern our
owmstanding notes also require compliance with various covenants, including limitations on the incurrence of indebtedness and liens by the Company and its subsidiaries,
as defined by the terms of the indentures. As of December 31, 2810, we own a 54% economic interest in Clearwire. As a result, Clearwire could be considered a
subsidiary under certain agreements relating to our indebtedness. Whether Clearwire could be considered a subsidiary under cur debt agreements 15 subject te
interpratation. In December 2010, as a result of an amendment to the Clearwire equityhelders' agreement, Sprint obtained the right to unilaterally surrender veting
securities 1o reduce 1ts voting security percentage below 56%, which could eliminate the potential for Clearwire to be considered a subsidiary ef Sprint. Certain actions or
defaults by Clearwire would, if viewed as a subsidiary, result in a breach of covenants, including potential cross-default provisions, under certain agreements relating to
our indebtedness. However, we believe the unilateral rights obtained in December significantly mitigate the possibility of an event that would cross-default against
Sprint's deb1 obliganons.

We are currently restricted from paying cash dividends because our ratio of total indebtedness to trailing four quarters earnings before interest, taxes,
depreciation and amortization and certain other non-recurring items, as defined n the credit facility {adjusted EBITDIA), exceeds 2.5 to 1.0. The Company is also
obligated to repay the credit facilities if certain change-cf-control events accur.

Future Maturities of Long-Term Debt, Financing Obligation and Capital Lease Obligations
Scheduled annual principal payments of iong-term debt, financing abligation and capital lease obligations outstanding as of December 31, 2010, are as follows:

fin mullion}

2011 $ 1,655
2012 2,758
2013 1,783
2014 1,364
2015 2,152
2016 and thereafter 10,427
20,139
Add: premiums, discounts and adjustments, net 32
3 20,191

Naote 8. Severance, Exit Costs and Asset Impairments

Liabilinies for severance and exit costs are recognized based upon the nature of the cost to be incurred. For involuntary separation plans that are completed
within the guidelines of our written involuntary separation plan, a liability is recognized when it is probable and reasonably estimable. For voluntary separation plans
(VSP) a liability is recognized when the V8P is irrevocably accepted by the employee. For one-nme termination benefits, such as additional severance pay or benefit
paycuts, and other exit costs, such as lease termination costs, the liability is measured and recognized initially at fair value in the peried in which the liability i3 incurred,
with subsequent changes to the liability recognized as adjustments in the period of change, Severance and exit costs associated with business combinations are recorded in
the results of operations when incurred.
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Severance amd Exit Costs Activity

During 2010, we recognized costs of $8 million ($11 million Wireless; offset by a benefit of $3 million Wireline} primarily related to an increase in exit costs
incurred in the second and fourth quanter 2010 associated with vacating certain office space which is no longer being utilized partially offset by a reduction in the estimate
of total severance costs associated with cur workforce reduction announced in November 2008. During 2005, we recognized $400 million ($307 million Wireless; $92
million Wireline} of severance and exit costs related primarily to the reduction in workforce announcements in 2009, During, 2008, we recognized $355 million ($270
million Wireless, $62 million Wireline; $25 million Corporate and other) of severance and exit costs related te the separation of employees and continued arganizational
realignment inttiatives

The following provides the activity in the severance and exit costs liability included in “Accrued expenses and cther current liabilities” within the consolidated
balance sheets:

210 Acthvity
December 31, Net Cush Paymenta December 31,
2008 Expense (Benefit) and Ctber 2He
fin mltions)
Exit costs $ 39 % 25 8 27 3 a7
Severance 110 (17) (86) 7
b 199 % 8 § {113) % 94
209 Activity
December 31, Net Cash Puyments December M,
2008 Exprnse and Gther 2008
{in milfins)
Exit costs 3 13 % 38 % (62) § 89
Severance 90 362 (342} 110
3 203§ 400 % (404} § 199
2008 Activity
Decenther 31, Net Cash Payments Decemiber 31,
20%7 Expense and Other 2008
(i ruitlions)
Exit costs b3 s $ 42 3 47 113
Severance 32 313 (255} 90
5 150§ 355§ (302) 5 203

Asset Impairment

In 2010 and 2009, we recorded asset impairments of $125 million and $47 million, respectively, primarily related to network asset equiprient in our Wireless
segment, no longer necessary for management's strategic plans. In 2008, we recorded asset impairments of $480 million primarily related to cell site development costs
and network asset equipment in our Wireless segment, no longer necessary for management's sirategic plans.
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Note 9. Supplemental Financial [nformation

December 31,
2018 200
fin mellions)
Accounts and notes receivable, net
Trade ) $ 296 § 2,839
Unbilled trade and other 317 363
Less allowance for doubtful accounts (197} (206)

§ 3036 § 299

Prepaid expenses and other current assets
Prepaid expenses $ 413 § 432
Defarred charges and other 103 318
5 516 % 750

"

Accounts payshle

Trade § 2,131 3§ 1,578
Accrued intercennection costs 397 465
Construction obligations and ather 134 227

$ 2662 $ 27267

Accrued expenses and other current liabilities

Deferred revenues $ 1373 % 1,270
Accrued taxes 346 388
Payroll and related 426 481
Acerued interest 382 405
Other 1,046 1,206

$ 31573 % 3,750

Other liabilities

Deferred rental income-communications towers 3 783 % 824
Deferred rent 1,265 1,257
Accrued taxes-unrecognized tax benefits 121 176
Deferred revenue 208 204
Post-retirement benefits and other non-current employee related labilities 687 525
Other 816 572

$ 3880 §$ 3,558

1} Inciudes liahilities in the amounts of $123 miltion and $150 milfion as of December 31, 2010 and 2009, respectively, for checks issued in excess vf associated bank
balances but not yei presented for colleciion,
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Note 10. Income Taxes

Income tax {(expense) benefit consists of the following

Year Ended December 31,
2004 200 2008
fin mitiions;

Current income tax benefit (expense)

Federal $ 48 ¥ 279 $ 17

State 15 13 (15
Total current income tax benefit 43 292 2
Deferred income tax (expense} benefit

Federal (270) 963 1,110

State 40 (196) 153
Tatal deferred income tax {expense) benefit (230} 767 1,263
Foreign income tax benefit {expense) 1 (1) (1)
Total income tax (expense) benefit $ (166) § 1,058  § 1,264

The differences that caused our effective income tax rates 1e vary frorn the 35% federal statutory rate for income taxes were as follows:

Year Emded December 31,
o 1009 2008
{in mullions)

Income tax benefit at the federal statutory rate $ 1,155 3 1,223 g 1,421
Effect of:

Goodwall impairment — = {278)

State income taxes, net of federal income tax effect 118 93 96

State law changes, net of federal income tax effect — (6} 32

Reduction in liability for unrecognized tax benefits 18 83 —

Tax expense related to equity awards (42) (33) o

Change in valuaticn allowance (1,418) (281) {38)

Onher, net 3 (21) 31
Income tax {expense) benefit $ (166) 5 1,058 s 1,264
Effective income fax rate (3.0)% 30.3% J1.1%

Income tax (expense} benefit allocated to other items was as follows:

Vear Ended Devember 31,

210 2009 2008
(e widiioms)
Unrecognized net periodic penston and other postretirement benefit cost” 3 5 8 (37 % 234
Unrealized holding gains/losses on securities” 1 &3] 1
S10ck ownership, purchase and opticn armangements™ — (56) {64)
Gain on deconsolidation of net assets contributed to Clearwire™ — —_ {260)
Identifiable intangible assets — — 190

i} These amounts have been recorded directly 1o shareholders' equity-gee lated other comprehensive loss on the consolidaied balunce sheels,
‘24 These amaunis have been recorded directly 1o shareholders’ equity-paid-in capital an the consolidated balance sheets.
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Deferred income taxes are recognized for the temporary differsnces between the camying amounts of our assets and liabilities for financial statement purpases
and their tax bases. Deferred tax assets are alse recorded for operating loss, capital loss and tax credit carryforwards. The sources of the differences that give rise 1o the
deferred income tax assets and habilities as of December 31, 2010 and 2009, along with the income tax effect of each, were as follows:

December 31, 20010 Decembxr 31, 2009
Current Loag-Term Current Long-Term
i millions)
Deferred tax assets
Net operating loss carryforwards 3 — % 3318 % — % 2,788
Capital loss carryforwards — 51 — 40
Accruals and other Labilities 445 1,073 442 1,209
Tax credit carryforwards — 473 — 479
Pension and other postretirement benefits — 238 — 200
445 5,153 442 4,716
Valuation allowance (210) (2,355) (88) {924)
235 2,798 354 3,792
Deferred tax liabilities
Property, plant and equipment — 1,792 — 2,658
Intangibles -— 6,611 —_ 6,667
[nvestments — 1,065 — 1,048
Other 50 132 59 12
50 9,600 59 10,485
Current deferred tax asset $ 185 5 265
[rE —
Long-term deferred tax lability 3 6,852 $ 6,693

Valuation allowances on deferred tax assets are recognized if it is determined that it is more likely than not that the asset will not be realized. The realization of
deferred tax assets, including net operating loss carryforwards, is dependent on the generation of future taxable income sufficient 1o realize the tax deductions,
carryforwards and credits. However, our recent history of consecutive annual losses reduces our zbility to rely on expectations of future income in evaluating the ability to
realize our deferred tax assets. As a result, the Company recognized an increase in the valuation allowance of $1.6 billion and $30] mitlion for the vears ended
December 31, 2010 and 2009, respectively, on deferred tax assets primarily related to federal and state net operating loss carryforwards generated during the period. The
increase in the carrying amount of Sprint's valuation allowance for the year ended December 31, 2010 in excess of amounts recognized as 4 change in the valuation
allowance in the current period income tax expense is primarily associated with the tax effect of items reflected in other comprehensive income, other accounts and the
expiration of net eperating loss and tax ¢redit carryforwards. The increase in the carrying amount of Sprint's valuation allowance for the year ended December 21, 2009 in
excess of amounts recognizad as a change in the valualion allowance in the 2009 income tax benefit is primarily associated with the tax effect of our fourth quarter 2609
acquisitions of Virgin Mobile and iPCS and the expiration of net operating loss and tax credit carryforwards. The valuation allowance related to deferred income tax
assets decreased by $12 million in 2008. We do not expect to record significant tax benefits on future net operating losses until our circumstances justify the recognition
of such benefits.

We belicve it is more likely than not that our deferred income tax assets, net of the valuation allowance, will be realized based on curtent income tax laws and
expectations of future taxable income stemming from the reversal of existing deferred tax liabilities. Uncertainties surrounding income tax law changes, shifts in
operations between state taxing jurisdictions and future operating income levels may, however, affect the ultimate realization of all or some of these deferred income tax
assets.

Income tax expense of 166 million for the year ended December 31, 2010 is primarily attributable to taxable temperary differences from amertization of FCC
licenses. FCC licenses are amortized over 15 years for income fax purposes but, because these licenses have an indefinite life, they are not amortized for financial
statement reporting purposes. This difference results in net deferred income tax expense since the taxable temporary difference cannot be scheduled to reverse during the
loss carryforward period. The income tax expense related o the temporary difference on FCC licenses was partially offset by state income tax benefits recorded on losses
In certain states and state income tax benefits recorded for reduction in our liability for wnrecognizad rax benefits.
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During 2010, 2009 and 2008, we ingurred $210 million, $¢3) million, and $(55) million, respectively, of foreign income {loss) which is included in Joss before
income taxes, We have no material unremitted earnings of foreign subsidiaries. Cash refunds for income taxes were received, net, of $139 million and $30 million in 2010
and 2008, respectively. Cash was paid for income taxes, net, of $31 million in 2009,

In 1998, we acquired $22% million of potential tax benefits related to net operating loss carryforwards tn the controlling interest acquisition of our wireless
jeint venture, which we call the PCS Restructuring. The benefits acquired in the PCS Restructuring are subject to certain realization restrictions under various tax laws.
‘We are required to reimburse the former cable company partners of the joint venture for net operating loss and tax credit carryforward benefits generated before the PCS
Restructuring if realization by us produces a cash benefit that would not ctherwise have been realized. The reimbursement will equal 60% of the net cash benefit received
by ug and will be made to the former cable company partners in shares of our stock. As of December 31, 2010, the unexpired carryforward benefits subject to this
requirement total $133 million and we maintained a valuation allowance on the entire amouns of these tax benefits.

As of December 31, 2010, we had federal operating loss carryforwards of $7.8 billion and state operating loss carryforwards of $12.5 billion. Related to these
loss carryforwards are federal tax benefits of $2.7 billion and net state 1ax benefits of $389 million. Approximately $227 millicn of the federal operating loss
carryforwards expire in 2011 and the remaining $7.6 billion expire in varying amounts between 2017 and 2030. The state operating loss carryforwards expire in varying
amounts through 2015,

In addition, we had available, for income 1ax purposes, federal alternative minimum tax net aperating loss carryforwards of $7.3 billion and state alternative
minimum tax net cperating loss carryforwards of $2.0 billion. The loss carryforwards expire in varying amounts through 2030. We also had available capital loss
carryforwards of $143 million. Related to these capital loss carryforwards are tax benefits of $51 mullion. Capital loss carryforwards of $109 million expire in 2613 and
the remaining $34 million expire in 2014,

We also had avaitable $473 million of federal and state income 1ax credit carryforwards as of December 31, 2010. Included in this ameunt are $115 millson of
income tax credits which expire prior 1o 2014 and $207 million which expire in varying amounts between 2014 and 2030. The remaining $151 million do not expire.

Unrecognized tax benefits are established for uncertain 1ax positions based upon estimates regarding potential future challenges to those positions at the Jargest
amount that is greater than fifty percent likely of being realized upon ulimate settlement. These estimates are vpdated at each reporting date based on the facts,
circumstances and information available. Interest related to these unrecognized tax benefits 15 recognized in interest expense. Penalties are recognized as additienal
income tax expense. The total unrecognized tax benefits attributable t¢ uncertain tax positions as of December 31, 2010 and December 31, 2009 were $228 million and
$284 mullion, respectively. At December 31, 2010, the total unrecognized tax benefits included iterns that would favorably affect the income tax provision by $188
million, if recognized without an offsetting valuation allowance adjustment. As of December 31, 2010 and 2009, the accrued liability for income tax related interest and
penalties was $28 million and $49 m:llion, respectively.

A recenciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

1010 2009
fin mitlions;
Balance at January t 3 284§ 445
Additions based on current year tax positions 1 3
Additions based on prior year tax positions 13 7
Reductions for pricr year 1ax positicns (1) 37
Reducticns for settlements (38} (12%)
Reductions for lapse of statute of limitations (11 2]
Balance at December 31 $ 228§ 284

The 2010 reduction in unrecognized tax benefits was principally attributable to income tax settlements with the U.S. federal and state jurisdictions and the 2009
reduction in unrecognized tax benefits was principaily attributabile to ingome tax settlements with the U.S. federal jurisdiction. We file income tax returng in the
U S. federal jurisdiction and each state jurisdiction which imposes an income tax, We also file in¢ome tax returns in a humber of foreign jurisdictions. However, our
foreagn income tax activity has been immaterial.

The Internal Revenue Service (IRS} is currently conducting an examination of our 2007 and 2008 censelidated income tax returns. Settlement agreements were

reached with the Appeals division of the IRS for examenaticn issues in dispute for years prior to 2007, The issues were immatertal to our consolidated financial pesition
and results of operations
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We are involved in multiple state income tax examinatiens related to various years beginning with 1996, which are in various stages of the examination,
administrative review or appellate process. Based on our current knowledge of the examinations, administrative reviews and appellate processes, we believe it is
reasonably possible a number of our uncertain tax positions may be resolved during the next twelve months which could result in a reduction of up to $90 million in our
unrecognized tax benefits.

Note 11. Commitments and Contingencies
Litigation, Claims and Assessments

A number of cages that allege Sprint Communications Company L P. failed to obtain ¢asements from property owners during the installation of its fiber optic
network in the 1980's have been filed in various counts. Several of these cases sought certification of nationwide classes, and in one case, a nationwide class was cenified.
In 2003, a nationwide settlement of these claims was approved by the U S. District Court for the Northern District of Illinois, but objectors appealed the preliminary
approval order to the Seventh Circuit Court of Appeals, which overturned the settlement and remanded the case to the trial court for further proceedings. We reached an
agreement in pringiple to settle the claims for an amount not material to ewr consclidated financial position or results of aperations. The Court tssued its preliminary
approval of the settlement on July 17, 2008, but on September 10, 2009, the Court announced that it would not approve the settlement. The Court did not decide whether
the settlement was fair or in the best interest of class members, but denied on jurisdictional grounds. As a result, the agreement terminated, and the parties have continued
their efforts to reach a settlement. We do net expect the reselution of this matter 1o have a matetial adverse effect on our consolidated financial position or results of
operations

In December 2019, the U.S. Dastrict Court for the District of Kansas granted summary judgment in favor of Sprint and the other defendants, in a class action
lawsuit filed in 2003, which alleged that our 2001 and 2002 proxy statements were false and misleading in violation of federal securities laws to the extent they described
new employment agreements with certain senior execulives witheut disclosing that, according to the allegations, replacement of those sxecutives was inevitahle, No
appeal was taken from that decision, and the case s now closed

On January 6, 2011, the U.S. District Court for the District of Kansas denied our maticn to dismiss a shargholder lawsuit, Hennett v. Sprint Nextel Corp., that
alleges that the company and three of its former officers violated Section 10(b} of the Secunities Exchange Act of 1934 and Rule 10b-5 by failing adequately 10 disclose
certain alleged operations difficulties subsequent to the Sprint-Nextel merger, and by purportedly issuing false and misleading statements regarding the write-down ef
goodwall. The complaint was originally filed in March 2009 and 1s allegedly brought on behalf of purchasers of company stock from Qctober 26, 2006 to February 27,
20608. On January 20, 2C1 |, we moved to certify the January 6® order for interlocutory appeal. We believe the complaint is without merit and intend to defend the matter
vigorously. We da not expect the resolution of this matter 0 have a material adverse effect on cur consolidated fi aal position er results of eperations,

Two related shareholder derivative swits were filed against the company and certain of i1s present and/or former officers and directors. The first, Murphy v.
Forsee, was filed in state court in Kansas in April 2009, was removed to federal court, and was stayed by the court pending resolution of the motion to dismiss the Benrers
case. The second, Rundolph v. Forsee, was filed in July 2010 in state cour in Kansas, was removed to federal court, and was remanded back to state court. The parties are
discussing a schedule for these cases going forward in light of the pendency of the Bennetf case

We are currently engaged in an arbitration with Clearwire relating to the priging of service on Clearwire's 4G network for dual-mode wireless handsets used by
Sprint customers, pursuant to our MVNO agreement with Clearwire. The cost and timing of resolution of this matter cannct be determined at this time. We do not expect
the reselution of this maiter will have a material adverse effect on eur consolidated financial position or results of operatiens.

Variaus other suits, proseedings and claims, including purported class actions typical for a large business enterprise, are pendinyg against us or our subsidiaries.
While it 15 not possible to determane the ultimate disposition of each of these proceedings and whether they will be resolved consistent with our beliefs, we expect that the
outcome of such proceedings, individually or in the aggregate, will not have a material adverse effect on our consolidated financial position or results of operations.
Spectrum Reconfiguration Obligations

In 2004, the FCC adopied 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 (the “Repont and Order”). The Report and Order prevides for the exchange of & portion of our 804 MHz FCC spectrum licenses, and requires us to fund
the cost incurred by public safety systems and other incumbent licensees to reconfigure the 800 MHz spectrum band. In addition, we received licenses for 10 MHz of
natienwide spectrum in the 1.9 GHz band; however, we are required 1o relorate and reimburse the incumbent licensees in this band for their sosts of relocation to another
band designated by the FCC.
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The minimum cash obligation 1s approximately $2.8 billion under the Report and Order. We are, however, obligated 1o pay the full amount of the costs relating to
the reconfiguration plan, even if those costs exceed $2.8 billion. As required under the terms of the Report and Order, a letter of eredit has been secured 10 provide
assurance that funds will be available to pay the relocation costs of the incumbent users of the 800 MHz spectrum. We submit the qualified 800 MHz relocation costs to
the FCC for review for potential letter of credit reductions on a periodic basis. As a result of these reviews, our letter of credit was reduced from $2.5 billion at the start of
the projest to $1.3 billion as of December 31, 2010, as approved by the FCC.

The following table represents payments direcily anributable to our performance under the Report and Order from the inception of the program:

Thraugh Through
December 31, 2000 Net Additions December 31, 1610
in millions)
FCC licenses 3 1,956 §$ 414 § 2,370
Praperty, plant and equipment” 157 = 157
Costs not benefiting our infrastructure or spectrum positions 275 335 318
5 2,388 § 449 § 2,837

4} Excluded from the table above are reconfiguration costs incutred to date which are based on allocations between reconfiguration activities and our normal network
improvementy. The methodology with which we have calculaied these costs has not been approved by the independent Transition Administrator designated by the
FCC fo review our expenditures. As a resull, the amount allocated to reconfiguration activity is subject to change bosed on additional assessments made over the
course of the reconfiguration program.

When expended, these cosis are generally accounted for either as property, plant and equipment or as additions to the FCC licenses intangible asset. Costs
expended to date have exceeded $2 8 billion; however, not all of those costs have been reviewed and accepted as eligible by the Transition Administrator. Regardless, we
continue 1o estimate that total direct costs attributable te the spectrum reconfigurations will exceed the minimum cash obligation of $2.8 billicn. This estimate is
dependent on significant assumptions including the final licensee costs and costs associated with relocating licensees in the Canadian border region under the border plan
that was adopted by the FCC and the Mexican border region for which there is currently no approved bosder plan. In additicn, we are entitled to receive reimbursement
from the mobile satellite service (MSS) entrants for their pro rata portion of our costs (approximately $200 million} of clearing a postion of the 1.9 GHz spectrum. On
September 29, 2010, the FCC affirmed the obligation of the MSS entrants to reimburse us and we are pursuing expeditious implementation of the FCC's decision,
although there is uncertainty around the MSS entrants’ ability to reimburse. However, the FCC's decision recognizes that uncertainty and allows us to pursue other
avenues to obtain reimbursement from those entrants or their affiliates

Completion of the 860 MHz band reconfiguration was initially required by June 26, 2008. The FCC continues to grant 800 MHz public safety licensees
additional time to complete their band reconfigurations which, in turn, delays Sprint's access to some of cur 800 MHz replacement channels. Under an October 2008 FCC
Order, March 31, 2010 was the target date for us to begin to relinquish some of our 806 MHz channels on a region-by-region basis prior to receiving all of our FCC-
designated 800 MHz replacement channels. On March 31, 2010, however, the FCC granted Sprint's request that it delay the March 31, 2010 deadline for one year until
March 31, 2011 in 2| markets where public safety licensees have not yet moved off most of Sprint's replacement channels. We have requested an additional extension of
the deadline in a small subset of the 21 markels where public safety licensees have not vet moved off of Sprint's replacement channels. Accordiagly, we will continue to
transition to our 800 MHz replacement channels consistent with public safety licensees' reconfiguration progress. We completed all f our 1.9 GHz incumbent relocation
and reimbursement obligations in the second half of 2010

Operating Lesses

We lease various equipment, office facilities, retail outlets and kicsks, switching facilities and cell sites under operating lcases. The non-cancelable portion of
these leases ranges from monthly up 16 20 years, These leases, with few exceptions, provide for automatic renewal options and escalations that are either fixed or based on
the consumner price index. Any rent abatements, along with rent escalations, are included in the computation of rent expense calculated on a straight-line basis over the

lease term. Qur lease term for most leases includes the initial non-cancelable term plus at least one renewal period, as the exercise of the related renewal option or options
is reasonably assured. Our cell sile leases generally provide for an imitial non-cancelable term of five to seven years with up to five renewal oplions for five years each.
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As of December 31, 2010, our rental commitments for operating leases, including lease renewals that are reasenably assured, consisted mainly of leases for cell
and switgh sites, real estate, information technology and network equipment and office space. These commitments w futuse years ave as follews (in millions):

201 $ 1,694
2012 1,705
2013 1,576
2014 1415
2015 1,136
2016 and thereafter 5,866

5 13,392

Total rental expense was $1.8 billion in 2010, 2009 and 2008
Commitments

We are a party to other commitments, which includes service, spectrum, network capacity and other executory contracts in connection with conducting our
business. As of December 31, 2010, the minimum amounts due under these commitments were as follows {(in millions}:

2011 s 7,166
2012 1,925
2013 1,227
2014 389
2015 326
2C16 and thereafler 555

s t1,788

Agmounts actually paid under some of these agreements will fikely be higher dus (o variable components of these agreements. The moere significant variable
components that determine the ultimate obligation cwed include such items as hours contracted, subscribers and other factors. In addition, we are a party to various
arrangements that are conditional in nature and obligate us 1o make paymen1s only upen the occurrence of certain events, such as the delivery of functioning software or a
product
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Note 12. Compenaation Plans

As of December 31, 2010, Sprint spensored four incentive plans: the 2007 Omnibus Incentive Plan (2007 Plan), the 1997 Long-Term Incentive Program (1997
Program}; the Nextel Incentive Equity Plan (Nextel Plan) and the Management Incentive Stock Option Plan (MISOP), (together, "Compensation Plans”). Sprint also
spensors an Employee Stock Purchase Plan (ESPP). Under the 2007 Plan, we may grant share and non-share based awards, including stock options, stock appreciation
rights, restricted stock, restricted stock units, performance shares, performance units and other equity-based and cash awards to employees, oulside directars and certain
other service providers. Optians, other than those issued through the offer 1o exchange ("Exchange Offer”) described below, are generally granted with an exercise price
equal to the market value of the underlying shares on the grant date, generally vest on an annual basis over three or four years, and generally have a contractual term of ten
years. Restricted stock units generally have performance and service requirements or service requirements only with vesting periods ranging from one to three years.
Performance-based restricled stock units awarded in 2010 have three distinct one-year performance periods and are granted in each period once the performance
objectives are established. Employees and directors who are granted restricted stock units are not required 1o pay for the shares but generally must remain employed with
us, of continue to serve as a member of our beard of directors, until the restrictions lapse, which is typically three years for employees and one year for directors. The
Compensation Commitice of our board of directors, or one or more executive officers should the Compensation Commiltee so authorize, as provided in the 2007 Plan,
will determing the terms of each equity-based award. Mo new grants can be made under the 1997 Progzam, the Nexie) Plan or the MISOP,

During 2010, the number of shares available and reserved for future grants under the 2007 Plan increased by about 25 millien 10 approximately 174 miilion
common shares, as the number of shares available under the 2007 Plan is increased by any shares originally granted under the 1997 Program, the Nextel Plan or the
MISOP that are forfeited, expired, or ctherwise werminated, including a portion of the shares surrendered under the Company's Exchange Offer completed during the
second quarter 2010, As of December 31, 2010, restricted stock units and optiens to acquire about 52 million shares were outstanding under the 2007 Plan, restricted stock
units and options to acquire about 12 million shares were outstanding under the 1997 Program, optiens to acquire about 4 million shares were outstanding under the
Nextel Plan and cptions to acquire about 11 millien commaon shares were owistanding under the MISOP.

Under our ESPP, ¢ligible employees may subscelbe quarterly ta purchase shares of our Senes 1 common stock through payroll deduciions of up to 20% of
eligible compensation. Effective April 1, 2009 the purchase price is equal to $5% of the market value on the last trading day of each quarterly offering period, modified
from 90% of the market value in previous periods. The aggregate number of shares purchased by an employee may not exceed 9,000 shares or $25,000 of fair market
value in any calendar year, subject to iimitations imposed by the Internal Revenue Code. As of December 31, 2010, the ESPP has approximately 81 million common
shares authorized and reserved for future purchases. This includes 80 miilion shares authorized in the secoend quarter 2009 and is net of ¢lections made in 2010 by
employees participating in the fourth quarter 2010 offering period under the ESPP to purchase about 1 miltion of our commaon shares, which were issued in the first
quarter 201 |. Employees purchased these shares for $4.00 per share,

Currently, we use treasury shares to satisfy share-based awards or new shares if no treasury shares are available.

Compensation Costs

The cost of employee services received in exchange for share-based awards classified as equity is measured using the esimated fair value of the award on the
date of the grant, and that cost is recognized over the period that the award recipient is required to provide service in exchange for the award. Awards of instruments
classified as l:abilities are measured at the estimated fair value at each reporting date through settlement. Share-based compensation cost refated to awards with graded
vesting is Tecognized using the straight-line methogd

Pre-tax compensation charges included in net loss from our Compensation Plans were 370 million for 2010, $81 million for 2009 and 3272 million for 2008.
The net income tax benefit {gxpense) recognized tn the cansalidated financial statemes for share-based compensation awards was ${18) mithon for 2010, $(3) milkion
for 2009 and $10¥ million for 2008

As of December 31, 2010, there was $58 mitlion of total unrecognized compensation cost related to non-vested share-based awards that are expected to be
recognized aver a weighted average penod of 1.98 years. Cash received from exercise under all share-based payment arrangemenss, net of shares surrendered for
empioyee tax obligations, was ¥7 million for 201C, insignificant for 2009, and $57 million for 2008.

Under our share-based pay ment plans, we had optiens and restricted stock units outstanding as of December 31, 2010. Forfeitures were estimated for share-
based awards using a 9.4% weighted average annual rate.
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Options

The fair value of each opticn award is estimated on the grant date using the Black-Scholes aption valuation model, based on several assumptions including the
risk-free interest rate, volatility, expected dividend yield and expected term, The risk-free interest rate used 18 based on the zero-coupon U8, Treasury bond, with a term
equal to the expected term of the options. The velatility used is the implied volatility frem traded options on our common shares. The expected dividend yteld used is
estimated based on our historscal dividend yield and other factors. The expected term of options granted is estimated using the simplified method, defined as the average
of the vesting term and the contractual term as our histerical data is not expected to represent the future expected term of equity awards due to our severance activities
over the last several years.

In the second quarter 2010, the Company completed an Exchange Offer in which certain outstanding vested options could be exchanged for new options that
were (i) granted under any plan prior to May 17, 2009, (ii) not scheduled to expire before the Offer closed, {iii} had an exercise price greater than $6.54 per share and
(iv) were outstanding and held by eligible employees as defined in the Offer. Pre-established exchange ratios were determined in a manner intended to result in an
estimated fair value of the new options approximately equal, in the aggregate, to the estimated fair value of the eligible options surrendered as of the date of the exchange
The Offer expired on June 16, 2010, resulting in the voluntary surrender and cancellation of 27.6 million vested oplions in exchange for the issuance of 6.8 million
unvested opticns. The exercise price of the unvested options was $4.64 per share, with an estimated grant date fair value of $2.38 per option, subjest to a two-year vesting
period and a contractual term of seven years. The exchange resulted in estimated additional compensation costs of approximately $5 million to be recognized ratably over
the two-year vesting peried.

The following table provides the estimated fair value and assumpnens used in determining the fair value of option awards granted during 2019, 2009 and 2008

Weighted average grant date fair value
Risk free interest rate

2unt

2108

pill:3

197
2.71%- 2.74%

s 3.07
2.05% - 2.86%

4.59
2.76% - 3.30%

Volatility 58.5% 72.0% - 126.2% 69.7% - 58.5%
Weighted average expected volatility 58.5% 113.6% 77.3%
Expected dividend yield —% —% —%
Weighted average expected dividend yieid —% —% —%
Expected term (years} 0.0-625 625-65 60-6.5
Optiens granted (millions) 8 28 3

A summary of the status of the options under our option plans as of December 31, 2010, and ¢hanges during the year ended December 31, 2010, is presented

below:
Weighred
Averuge
per
Shares Share Welghted Aggregaie
Unuer Exercive Aversge Hemuining Inirinsic
Option Price Conractusl Term Vibue
(in milfions) (in yrars) fin millioes)
Outstanding January 1, 2010 108 § 16.42
Granted 8§ 8 344
Essued in option exchange 7 % 464
Exercised 2y % 218
Forfeited/expired {45y § 21.65
Outstanding at December 31, 2010 72§ 10.79 607 % 20
Vested or expected te vest at December 31, 2010 67 § 11.33 586 % 17
5 8§ 16,52 39 % 4

Exercisable a1 December 31, 2010

F-2%




SPRINT NEXTEL CORPORATION
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Restricted Stock Unils

The estimated fair value of each restricted stock unit award 1s calculated using the share price at the date of grant. Restricted stock units cutstanding censist of
those units granted under the 2007 Plan (including units exchanged in business combinations) and the 1997 Program, as discussed above. A summary of the status of the
restricted stock units as of December 31, 2010 and changes during the year ended December 31, 2110 is presented below:

Weighted Average Grunt
Duie Fuir Value of
Restricied Stock Units Reatricted Stock Units
Future Future
Performance Furure Performance Putwe
wnd Service Service wnd Service Service
Required Required Required
{in thousands)

Outstanding January 1, 2016 3696 12,632 § 1282 § 568
Granted 2,193 631 % 145  § 3.58
Vested {3,265) (7,104) § 1883 § 456
Forfeited (513) (1,340) % 1730 % 577

Outstanding December 31, 2¢10 2,091 4,821 ¢ 345§ 7.03

The fair value of restricted stock units vested during the years ended December 3 1, 2610, 2009 and 2008 was $40 million, $53 million and $41 million,
respectively. ‘The weighted-average grant date fair value of restricted stock units granted during 2010 was $3.48 per unit, compared with $2.96 per unit for 2009 and $6.03
per unit for 2008,

Most restrieted stock units ouistanding a3 of December 31, 2010 are entitled to dividend equivalents paid in cash, but performance-based restricted stock units
are not entitled to dividend equivalent payments until the applicable performance criteria has been met.

Note 13. Shareholders’ Equity and Per Share Data
Our articles of incorporaion authorize 6,620,000,000 shares of capital stock as follows:
*  6,000,000,000 shares of Series & voting common stock, par value $2.00 per share;
* 500,000,000 shares of Series 2 voting common stack, par value $2.00 per share;
= 100,000,000 shares of non-voting common stock, par value $0.01 per share; and
* 20,000,000 shares of preferred stock, no par value per share.

Classes of Common Stock
Series | Common Stock

The holders of our Series 1 common stock are entitled to one vote per share on all matters submitted for action by the shareholders. There were about 3.0 billion
shares of Series 1 common stock outstanding as of December 31, 2016,

Series 2 Common Stock

The holders of our Series 2 common stock are entitled to 10% of one vote per share, but otherwise have rights that are substantially identical to those of the
Series | common stock. There were about 35 million shares of Series 2 common stock outstanding as of December 31, 20£0. In 2009, certain holders of our Series 2
common stock exercised their rights to convert 39.8 million Series 2 shares 1o 39,8 million Series 1 shares, resulting in a $80 million and $785 mitlion reduction to
sommaon shares and paid in capital, respectively, and a corresponding $865 million reduction in treasury shares,

Treasury Shares

Shares of common stock repurchased by us are recorded at cost as treasury shares and result in a reduction of shareholders' equity, We reissue treasury shares as
part of our shareholder approved stock-based compensation programs, as well as upon conversion of outstanding securities that are convertible into common stock. When
shares are reissued, we determine the cost using the FIFQO method.

Dividends
We did not declare any dividends on our common shares in 2010, 2009, or 2008, We are curremtly restricted from paying cash dividends by the terms of our
revolving bank credit facility as described in note 7.
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Accumulated Other Comprehensive Loys

The components of accumulated other comprehensive 1oss, net of tax are as follows:

At of December 31,
18 2
fim maffiomes]
Unrecognized net periadic pension and postretirement benefit cost £ (536) % (297
Unrealized net gains related to investments 5 8
Foreign currency translation adjustments 29 37
Accumulated other comprehensive loss ¥ (502) $ (352)

Per Share Data

Basic loss per common share is calculated by dividing net loss by the weighted average number of common shares outstanding during the pened. Diluted
samings {i0ss) per commen share adjusts basic earnings (loss) per comman share, computed using the treasury stock method, for the effects of potentially ditutive
common shares, if the effect is net antidilutive. Petentially dilutive common shares issuable under our equity-based compensation plans where the average market pnce
exceeded the exercise price were 30 million and 28 million shares as of December 31, 2010 and 2009, respectively. There were ne such shares as of December 31, 2008
All such potentially dilutive shares were antidilutive for 2010, 2009 and 2008 and, therefore, have no effect on our determination of dilutive weighted average number of
shares outstanding.

Note 14, Segments
Sprint operates two repostable segments: Wireless and Wireline.

«  Wireless primarily includes retail and wholesale revenue from a wide array of wireless mobile telephone and wireless data transmission sérvices
and the sale of wireless devices and accessories in the U.S |, Puerto Rico and the U.S. Virgin [slands

*  Wireline primarily includes revenue frém domestic and international wireline voice and data communication services, in¢luding services to the
<able multiple systems operators that resell our local and long distance service and use eur back office systems and network assets in suppon of
their telephone services provided over cable facilities.

We define segment earnings as wireless or wareline operating (loss) income before other segment expenses such as depreciation, gmartization, severance, exit
costs, goodwill and asset impairments, and merger and integration expenses solely and directly attributable to the segment. Expenses and income items excluded from
segment earnings are managed at the corporate level. Transactions between segments are generally accounted for based on market rates which we believe approximate fair
value. The Company generally re-establishes these rates at the beginning of each fiscal year, Over the past several years, there has been an industry-wide trend of lower
rates due to increased competition from other wirgline and wiretess communications companies as well as cable and Internet service providers. Segment financial
miermation is as fellows:
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Stutewieur of Qsrations Infiutiop
2010
Net operating revenues.
Inter-segment revenuas™
Total segment operating éxpenses
Segment eamings
Less:
Depreciation and amortization
Other, net™
Operating loss
Interest expense

Equity in losses of unconsolidated
investments, nat

Other income, net

Loss before income taxes

5 {0 .
209
Net operating revenues
Inter-segment revenues”
Total segment operating expenses
Segment eamings
Less:
Depreciation and amortization
Other, net™
Operating toss
Interest expense

Equity in losses of unconsolidated
investments, net

Other income, net

Less before income taxes

SPRINT NEXTEL CORPORATION

NOTES TO THE CONSOLIDATED FINANCEAL STATEMENTS

Corporste,
Other and
Wireless Wirekine EfimInatiows Consolidated
{in waillions)

3 28,597 % 31959 § 7 32,563
— 1,081 (1,081) —
(24,066) (3,950) 1,086 (26,930)
$ 4,531 § 1,050 % 12 5,633
(6,248)
20
(595)
(1,464)
3 (1,286) (1,286)
46
(3,299)

Corporate,

Other and

Wireleas Wireline Ellminarions Comsolidated
fim méifions)

$ 27,786 % 4471 % 3 32,260
— 1,158 (1,158) —
(22,3881 (4.408) 1,141 {25853
5 5,198 § 1,221  § (12) 6,407
{7.416)
{389)
(1,398)
(1,450)
$ {803) (803}
157
{3,454)

F-32




Table of n

s £ Qusrations Laf .

2008
Net operating revenues
Inter-segment revenues™

Total segment operating expenses”

Segment earmings

Less
Depreciation and amaortization
Goodwill impairment
Other, net”

Operating loss

Interest expense

Equity in lesses of uncensolidated
investments, net

Other income, net

Loss before income taxes

Sbcr Informativn
2010

Capital expenditures
Total assets

2009

Capital expenditures
Total assets

2008

Capital expenditures
Total assets

SPRINT NEXTEL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Corporsie,
Other and
Wirtleas ‘Wirrline Elininaiions Comsolidated
fin milfions}
3 342t $ 5208 % — 8 35,635
— 1,124 (1,124) =
(23,651) (5,157) 837 (27,97)
[ 6716 § 1,175 § (287) 7,664
(8,407)
(963)
(936)
(2,642)
(1,362)
b {145) (143)
89
3 {4,060)
Corparste,
Other and
Wireless Wirtline Eliminations® Consodldated
(i artiltions)
$ 1,455 § 223§ 257 % 1,935
38,445 2,655 10,554 51,654
s 1,149 8 267 % 187§ 1,603
42,338 2,987 16,099 55,424
s 2,38 § 522§ 974 % 3,882
46,977 3,494 8,079 58,550

i} Inter-segment revenues consisi primarily of wireline services provided to the Wireless segment for resale to wireless subscribers.
2} (ther, net consisis primorily of severance, exit costs and asset impairmenis offvet by gains from other asset dispositions and exchanges. Merger and integration
expenses of 5130 million are also included in Other, net in 2008, representing cosits primarily incurred to Integrate sysfems, processes and networks related 1o the
Sprint merger with Nextel. See note 8 for additional information on severance, exit cosis and assel impairments.
34 Included in the Corporate, Othier and Flimingtions results fur 2008 are operating expenses of 83354 milfion, reloied (o the rexi-generation broadbond wireless
network that was coniributed to Clearwire in g transaction that closed on November 28, 2008.
4} Corporate asseis are not allocated 1o the operating segments and cansist primarily of cash and cash equivalenis, the carporale headguarters campus, vur equity
method tnvestment in Clearwire, other assets managed at a corporate level and assets that were related to our 3G wireless broadband business that were
subsequently contributed to Clearwire, Corporate capital expendinures inclisde varions adminisirative asseits and asseis thay were contributed to Clearwire,

F-33




SPRINT NEXTEL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Curparate, Other

Oneragipg Revenncs by Service aay Produsts Wircless Wireline Bl imatban® Comsalldared
fin mitfions}
2010
Wireless services 5 25677 § - % — 5 25,617
Wireless equipment 2,703 — - 2,703
Voice — 2,249 (732) 1,517
Data — 519 (140) 379
internet — 2,175 (209) 1,966
Other 217 97 T 321
Total net operating revenues $ 28,597 § 5040 3 (1,074) § 32,563
2009
Wireless services 3 2528 % — 5 — 3 25,286
Wireless equipment 1,954 — — 1,954
Voice — 2,563 (787} 1,776
Data _ 862 (129) 533
Internet — 2,293 (242) 2,051
Other 546 11 3 660
Total net operating revenues 5 27,786 § 5629 % (1,155) § 32.260
2008
Wireless services $ 27,462 % — % —  § 27,492
Wireless equipment 1992 — {2} 1,590
Veice — 3,079 {804) 2,275
Data — 959 (127 83z
Internet - 2,148 (192) 1,956
Other 943 146 1 1,050
Total net operating revenues $ 30,427 % 6332 § (1,124) § 35,635

(1} Revenues eliminated in consolidation consist primarily of wireline services provided to the Wireless segment for resale 1o or use by wireless cusiomers.
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Note 15, Quarterly Financial Data {Unaudited)
Quarter
1a 2nd Ird dth
(10 Tlions, £Xcepk par Share aHRUAL)
010
Net operating revenues $ 3085 & 3025 % 8152 §$ 8,301
Operating loss (180) (63) (213) (139)
Net loss {865) (760) 911} (929)
Basic and diluted loss per common share” 0.29) (0.25) (0.30) (0.31)
Quarter
I 2md Ird Ath
(in miflions, except per skare dmotnts)
2009
Net operating revenues % 8,209 & 8141 § 8042 $ 7,868
Operating loss (487) (113) (254) (544)
Net loss™ (5%4) (384) (478) (580)
Basic and diluted loss per common share™ (0.21) (0.13) (017 (9.34)

1) The sum of the quarterly earnings per share amounts may not egual the annal amounts because of the changes in the weighted average number of shaves
oufstanding during the year.

‘Y ke first guarter 2009, we recorded ¢ §1354 million nor-cash foss representing the finalization of vur ownership percentages in Clearwire. In the fourth guavier
2009, we recorded a non-cash gain of 8151 miflion related to our non-controliing interest in Virgin Mobile as well as an increase in our tax valuation allowance

of 3306 million.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Te the Board of Directors and Stockholders of Clearwire Cerporation
Kirkland, Washington

We have audited the accompanying consalidated balance sheets of Clearwire Corporation and subsidiaries {the “Company™) as of December 31, 2010 and 2009, and
the related consolidated statements of operations, cash flows, and stockholders’ equity and comprehensive loss for each of the three years in the period ended
December 31, 2010. These consclidated financial statements are the responsibihity of the Company’s management. Our responsibility 1s 1o express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United Siates). Those standards require that we
ptan and perform the audit 1o obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We betieve that our audits provide a reasonable basis for
our opinion

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2010 and

2009, and the results of their cperations and their cash flows for each of the three years in the period ended December 31, 2010, in conformity with accounting principles
generally accepted in the United States of America

/s/ Deloitte & Touche LLP
Seattle, Washington

February 22, 2011
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CLEARWIRE CORFORATION AND SUBSIDIARIES

Current assets:
Cash and cash equivalents
Short-term investments
Restricted cash
Accounts receivable, net of allowance of $4,313 and $1,856
Notes receivable
Inventory, net
Prepaids and other assets
Total current assets
Property, plant and equipment, net
Restricted cash
Long-term investments
Spectrum licenses, net
Other intangible assets, net
Investments in affiliates
Other assets
Total assets

Current liabilities:
Accounts payable and accrued expenses
Other current liabilities
Total current liabilities
Long-term debt, net
Deferred tax liabilities, net
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 12)
Stockholders’ equity:

outstanding, respectively

outsianding, respectively
Addiuonal paid-in capital
Accumulated other comprehensive income
Accumulated deficit

Total Clearwire Cerporation stockholders’ equity
Non-controlling interests

Total stockholders’ equity

CONSOLIDATED BALANCE SHEETS

December 31,
W1

Decenher 31,
9

{In thowsands, except par value)

ASSETS

3 1,233,562 1,698,017

502,316 2,106,661

1,050 1,166

26,187 6,253

4,869 5,402

17,432 12,624

80,155 46,466

1,865,601 3,876,589

4,464,534 2,596,520

30,524 5,620

15,251 87,687

4,417,492 4,495,134

62,908 91,713

14,263 10,647

169,913 103,943

3 11,040,486 11,267,853

LIABILITIES AND STOCKHOLDERS® EQUITY

$ 455,899 496,233

230,963 47,194

686,853 543,427

4,017,019 2,714,731

5564 6,353

451,052 230,974

5,170,488 3,495,485

Class A common stock, par value $0.0001, 1,500,000 shares authorized; 243,544 and 196,767 shares issued and

24 20

Class B common stock, par value $0.0001, 1,000,000 shares authorized; 743 481 and 734,239 shares issued and -

4

2221110 2,000,061

2,495 3,745
(900,463) (413,056)

1,323,210 1,590,843

4,546,788 6,181,525

5,869,908 7,772,368

$ 11,040,486 11,267,853

Total liabilit:es and stackholders’ equity

See notes 1o consolidated financial statements
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Revenues
Operating expenses:

CLEARWIRE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Cost of goods and services and network costs (exclusive of items shown separately below)

Selling, general and administrative expense
Depreciation and amortization
Spectrum lease expense

Loss from abandonment and impairment of network and other assets

Transaction related expenses
Total operating expenses
Operating loss
Other income (expense):
Interest inceme
Interest expense
Gain (loss) on derivative instruments
COther expense, net
Total other income (expense), net
Loss before income taxes
[ncome tax benefit (provision}
Net loss

Less: non-controlling interests in net loss of consolidated subsidiaries

Net loss attributable to Clearwire Corperation

Net loss attributable to Clearwire Corporation per Class A Common Share:

Basic
Duluted

See notes to censelidated financeal statements
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Yeur Ended December M,
214 2009 2008
{In thauyunds, excepl per share dita)

5 556,32¢ § 274,458 % 20,483
927,455 428,348 132,525
907,793 553,915 149,904
466,112 208,263 58,146
279,993 259,359 90,032
190,352 7516 -

= = 82,960
2,771,705 1,457,801 513,567
(2,214,879) (1,183,343) (493,078)

4,965 9,691 1,091
{152,868) (69,468) (16,545)
63,255 (6,976) (6,072)
(3,723) (3,038) (16,136)
(88,371) (69,791) {37,662}
(2,303,250) (1,253,134) (530,740)
156 (712) {61,60T)
(2,303,094) (1,253,846) (592,347)

1,815,657 928,264 159,721

3 (487,437) % {325,582) % (432,626)

b {2.19) § {1.72) % (0.16}

$ {2.46) % 1.74) § (0.28)
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CLEARWIRE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
244 U 008
(In thowsandy)
Cash flows from operating activities:
Net Joss s (2,303094)  § {1,253846) % (592,347}
Adjusimens 1o reconcile nei loss wo el cash used in operating acuvilies:
Deferred income 1axes {1,192y 712 51,607
Laosses From cquity invesices, nol 1971 1202 174
Non-cash denvai (63,255) 6.939) 6072
Other-than-temposary inipaiement Inss it investments - io0ls 17,036
Accretion of discount on debt 6,113 66,375 1,667
Depreciation and amortization 466,112 208,263 58,146
Amortiaation of speiium leases 57,4313 57,898 17,109
Non-cash rent expense 200,901 108,953 —_
Share-based compensation 47,538 21512 6,465
Loss on of pi isting lease = = 80,573
Lass on property, plant and cquipment 349,512 60,874 —_
Gain en extinguishnent of debt = (8,252} -
Changes in assets and Jiabilitics, net of effcels of acquisition:
Inventory (4,808) (9,450} {892)
ACCOWMS receivable (20,104) (2381} 402
Prepaids and other asscils (74,600} {64,930} 6,354
Prepaid spectrum licenses (3,294) {23,861} (63,138)
Accounts payable and other liabilities 172,087 255,371 (3.334)
Net cash used in operating activilics (1,168,713) (472,484) (406,306)
Cash flows from investing activitics:
Capilal expenditures (2,656,503) (1,450,238) (534,196)
Paymends for specirum licenses and other iniangible asscls (15,428} (46,816} (109,257)
Purchases of available-for-sale invesimers (2,098,705) (3,571,134) (1,774,324)
Disp of available-fx ke i 3,776,805 3,280,435 =
Nel cash acquired in acquisition of Old Clearwire — — 171,780
Ciher investing {19.387) 4,754 167
Nel cash used in investing activities {1,013,218) (1,782,999) (2,245,830
Cash flows from financing activilies:
Principal payments on long-term debt (876) (3,171,715) (3.573)
Proceeds from issuance of long-term deb1 1413319 2467830 —_
Dol fimancing fees (53,28%) (#4.217) {30,000)
Equity investment by strategic investors 54,828 L4R1,813 3,200,017
Proceeds from issuance of cammon stock 304,015 12,196 —
Net advances from Sprint Nexiel Corporation — - 532,165
Sprint Nextel Comoeation pre-closing finuncing — — 392,19
Repaymem of Sprint Nextel Corporation pre<closing financing — — {213,000)
Other financing — — (70)
Net cash provided by financing activitics 1,718,001 2,745,847 3,857,755
Effcct of foreign cureency exchange rics on cash and cash equivalents (525) 1,510 524
Nel {decrease) increase in cash and cash cquivalerss {464,455) 491874 1,206,143
Cash and cash equivalen(s:
Beginning of period 1698017 1,206,143 =
End of period ] $.223.562 5 1,698,017 5 1,206,143
Supplemental cash Mow disclosures:
Cash paid for imerest including capitalized imerest paid $ 336314 5 19,277 5 7432
Swap intcros! paid. net 3 — 3 13,9158 1] —
Non-cash investing activities:
Fixed asser purchases in accounts puyable and accrued expenses Y 120,025 3 89,792 5 40,761
Fixed assel purchases financed by lorg-term debt 5 133288 % - f =
Spectrum purchases in accounts payable 5 - 3 - 3 10,560
Common stock of Sprint Nexicl Cotparation issued for spectruts licenses 3 — 3 - 3 4,000
Non-cash financing activities
Conversion of Old Cleanwire Class A sharcs into New Cloanvire Class A shares 5 - 3 — 3 894,433
Vendor financing obligations 5 60,251y § —_ 3 _
Capital lease obligalions 5 (73,037 § — 3 =

See notes to consclidated financial statements
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CLEARWIRE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY AND COMPREHENSIVE LOSS

Balances at January L, 2008

Net advances from Spzint Nexiel Corporation

Net loss
Comprehensive loss

Def:n:d‘hx lighility reiained by Sprint Nexiel

Corporation

Tolal Sprint Nextel Corporation coniribulion a1

November 28, 2008
Allocation of Sprint Nexicl Corporation
business 2quity at clesing 10 Clearwire
Recapitalization resulting from strategic
transaction

Net loss

Foreign currency transtation adjustment
Unrealized gain on invesiments
Comprehensive loss

Share-based compensation and other
transaclions

Balaiices al December 31, 2008
Nel less
Forcign currency translation adjustment
Unrealized gain on investmens

Comprehensive loss

Lssuance of commen stock, nel of issuance
<osts, und other capilal tansaclions

Share-based compensation and other
transactions

Balances a1 December 31, 2009
Net loss
Forcign currency Lranslation adjustment
Unreatized gain on imeesiments
Comprehensive Loss

1ssuance of common slock, net of issuance
costs, and other capilal ransactions
Share-based compensation and other
transactions

Balances at December 31, 2010

For the Years Ended December 31, 2010, 2009 and 2008

Acrdinulsted
Class & ChanB Additional Paid Business Fuyuity of Othar Teinl
Cotnmon Suck Common Sluck Sprimt WikAX A Ny g
e Amunnts Hhares Cupwnl Busiaens Income Defici Intereats Equity
(In thousands)

- 5 = — 5 — 3 — 5 2464936 § - 3 - — 5 2464936

- — — — - 451,925 - - — 451,325
—_ - — — - (402,693} - - — (402.693)
— (402,693}

— — = = —_ 755,018 — - — 755,018

— — - - — 3,269,186 — = — 1,269,186
— — = e — (3,263,186) - = = (3.269,186)
189,484 1y 505,000 51 2,092,005 — — - 5,575,480 7,667,555
_ — — = — — _ (29,933) (159,721 (185.654)

_ — — = = — 2,682 - 7,129 5,811

— = = — — — 512 = 1,361 1873
(151,231} (177,970

318 — — = 856 — — -— 12.363 13,225
190,002 19 505000 51 2,092.%61 - 2,194 (25.933) 5436618 7,502,810
— - — — = = (125,582) (928,264) (1.253,346)

_ _ — — = = 254 — 42 296

_ — — - — = 97 - 1622 1919
(926,600) (1251,621)

6,765 1 220239 22 (I, 148) — — (37,541} 1655675 1,494,009
— — — = 11,348 - — = 15,432 27,180
196.767 0 733239 ” 2,000,061 - 3,745 313056) 6,181,525 7,772,368
_ _ — — = = (GR7437) (1,815,651 (2,303,094)
_ _ — - = - (1,180) — (5,042} 6,222)

- _ — — — = 437 = 1,917 2,354
(1,818,782} (2,306,962}

46,777 4 9,242 1 208,385 — (507 — 150,123 358,006
— — — — 12,664 — — — 33922 46586
743544 5§ M T3ARI 0§ T4 §2220,110 % - 5 2495 S(50049)) 54546788 5 5869998

See notes to censclidated financial statements
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o Description of Business

We are a leading provider of 4G wireless broadband services. We build and operate next generation mobile broadband networks that provide high-speed mebile
Internet and residential access services, as well as residential voice services, in communities throughowt the country. Qur 4G moebile broadband network provides a
connection anywhere within our coverage area

In 2010, we focused on building out and augmenting our networks, increasing our retail and whalesale subscriber bases, expanding our wholesale partnerships, and
obtaining additional capital. We increased the number of people covered by our networks by ever 72.4 millien in 2010, and increased our total subscriber base by almost
3.7 million subscribers. As of December 31, 2010, we offered our services in 88 markets in the United States covering an estimated 114 2 million people, including an
estimated [12.0 million people covered by our 4G mobile broadband network in 71 markets We ended the year with approximately 1.1 million retail and 3.3 million
wholesale subscribers. We have deployed our mobile Worldwide Interoperability of Microwave Access, which we refer to as WiMAX, technolegy, based on the 1EEE
802 16e standard, in our launched markets using 2.5 GHz Federal Communications Commassion, which we refer to as FCC, licenses. As of December 31, 2010, the
remaining 17 markets 10 the United States continue to operate with a legacy network technology. Internationally, as of Decernber 31, 2010, our networks covered an
estimated 2.9 million people. We offer 4G mobile broadband services in Seville and Malaga, Spain and a pre-4G network in Brussels and Ghent, Belgium,

In 2011, we will focus on improving the operating performance of our business while seeking to raise add:tional capital to continue the operation and expansion of
our business and the development of our 4G mabile broadband network.

Company Background

We started operations on January 1, 2007 as a developmental stage company representing a collection of assets, related liabilities and activities accounted for in
various legal entities that were wholly-owned subsidiaries of Sprint Nextel Corporation, which we refer to as Sprint or the Parent. The nature of the assets held by the
Sprint legal entities was primarily 2.5 GHz Federal FCC licenses and certain property, plant and equipment related 1o the WiMAX network. The acquisition of the assets
was funded by the Parent As Sprint had acquired significant amounts of FCC licenses on our behalf in the past, these purchases have been presented as part of the
opening business equity as principal operations did not commence until January 1, 2007, at which time the operations qualified as a business pursuant to Rule 11-01(d) of
Regulation $-X. From January 1, 2007 through Novembes 28, 2008, we conducted our business as the WiMAX Operations of Sprunt, which we refer to as the Sprint
WIMAX Business, with the objective of developing a next generation wireless broadband network.

On May 7, 2008, Sprint announced that it had entered into a definitive agreement with the legacy Clearwire Corporatien, which we refer to as Old Clearwire, to
combine both of their next generation wireless broadband businesses to form a new independent company te be called Clearwire Corporation, which we refer to as
Clearwire. In addition, five independent pariners, including Intel Corporation, Google Inc., Comeast Corperation, Time Warner Cable Ing and Bright House Networks
LLC, collectively, whom we refer 10 as the Investors, agreed ta invest $3 2 billion in Clearwire and its subsidiary Clearwire Communications LLC, which we refer to as
Clearwire Communications. On November 28, 2008, which we refer to as the Clesing, Old Clearwire and the Sprint WiMAX Business completed the combination to
form Clearwire, and the Investors contributed a total of $3.2 billion of new equity to Clearwire and Clearwire Communications, Prior to the Closing, the activities and
certain assets of the Sprint WiMAX Business were transferred 1o a single legal entity that was contributed to Clearwire Communications at close in exchange for an equity
interest in Clearwire. The transactions described above are collectively referred to as the Transactions. Immediately after the Transactions, we owned 100% of the voting
interests and 27% of the economic interests in Clearwire Communications, which we consolidate as a controlled subsidiary. Clearwire helds no assets other than its
interests in Clearwire Communications.
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On the Closing, Old Clearwire, and the Sprint WiMAX Business, combined to form a new independent company, Clearwire, The censolidated financial statements
of Clearwire and subsidiaries are the results of the Sprint WiMAX Business, from January 1, 2008 through Novemnber 28, 2008 and include the results of the combined
entitics thereafter for the period from November 29, 2008 through December 31, 2010. For financial reporting purpoeses, the Sprint WiMAX Business was determined to
be the accounting acquirer and accounting predecessor. The assets acquired and liabilities assumed of Old Clearwire have been accounted for at fair value in accordance
with the purchase method of accounting, and its results of operations have been included i our censolidated financial results beginning on November 25, 2008,

The accounts and financial statements of Clearwire for the period from Jaruary L, 2008 through November 28, 2008 have been prepared from the s¢parate records
marntained by Sprint. Further, such accounts and financial statements include allocations of expenses from Sprint and therefore may not necessarily be indicative of the
financial pesition, results of operaticns and ¢ash flows that would have resulted had we functioned as a stand-alone operation. Sprint directly assigned, where possible,
certain ¢osts to us based on our actual use of the shared services. These ¢osts include network related expenses, office facalities, treasury services, human resources,
supply chain management and other shared services. Cash management was performed on a consclidated basis, and Sprint processed payables, payroll and other
transactions on our behalf. Assets and liabilities which were not specificaily 1dentifiable to us included:

+  Cash, cash equivalents and investments, with activity in our cash balances being recorded through business equity;
*  Accounts payable, which were processed centrally by Sprint and were passed to us through intércompany accounts that were included in business equity; and
+  Certain accrued liabilities, which were passed through to us through intercompany accounts that were included in business equity.

Our statement of cash flows prior ta the Closing presents the activities that were paid by Sprint on our behalf. Financing activities include funding advances from
Sprint, presented as business equity, since Sprint managed our financing activities on a centralized basis. Further, the net cash used in operating activities and the net cash
used in investing activities for capital expenditures and acquisitions of FCC licenses and patents represent transfers of expenses or assets paid for by other Sprint
subsidiaries. No cash payments were made by us for inceme taxes or interest prior to the Closing.

2. Summary of Significant Accounting Policies

The accompanying financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America and
pursiant to the rujes and regulations of the Secutities and Exchange Commission, which we refer to as the SEC. The following is a summary of cur significant accounting
policies:

Principles of Consolidation — The consolidated financial statements inciude all of the assets, liabilities and results of operations of our wholly-owned subsidiaries,
and subsidiaries we cantrol or in which we have a controlling financial interest. Investments in entities that we do not control and are not the primary beneficiary, but for
which we have the ability to exercise significant influenge over operating and financial policies, are accounted for under the equity method. All intercompany transactions
are eliminated in consolidation

Non-controlling interests an the consolidated balance sheets include third-party investments in entities that we consolidate, but do not wholly own. We classify our
non-controlling interests as part of equity and include net income (loss) attributable to our nen-controlling interests in net income {loss}. We allocate net income {[oss),
other comprehensive income (loss) and other equity transactions to our non-controlling interests in accordance with their applicable ownership percentages. We also
continue to attributé our non-controlling interests their share of losses
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even if that attribution results in a deficit non-centrolling interest balance. See Note 14, Stockholders” Equity, for further information.

Reclassificaifons —— During 2010 we reclassified losses from abandonment and impairment of network and otfier assets from Cost of goads and services and
network costs Lo a separate line item in the consolidated statements of operations. We also reclassified costs associated with ongeing maintenance of network assets that
have been deployed from Selfing, general and administrative expense to Cost of goods and services and network casts. Addutionally, we reclassified certain amounts from
Accoums payable and acerued expenses to Other current liabilities. To conform with the 2010 presentation, certain reclassifications have been made 1o the prior period
amounts.

Use af Estimaies — Our accounting policies require management to make complex and subjective judgments. By their nature, these judgments are subject to an
inherent degree of uncertainty. These judgments are based on our historical experience, terms of existing contracts, observance of trends in the industry, information
provided by our subscribers and information available from other outside sources, as appropriate. Additionally, changes in accounting estimates are reasonably likely to
occur from period to pericd. These factors could have a material impact on our financial statements, the presentation of our financial condition, changes in financial
condition or results of operations.

Significant estimates inherent in the preparation of the accompanying financial statements include: impairment analysis of spectrum licenses with indefinite lives,
the recoverability and determination of useful lives for long-lived assets, which include property, plant and equipment and other intangible assets, tax valuation
allowances, and valuation of denivatives.

Subsequent Evenls - We evaluated subsequent events occurring through the date the financial statements were issued,

Cash and Cash Equivalents — Cash equivalents consist of money market mutual funds and highly lsquid short-term investenents with original maturities of three
months or less. Cash equivalents are stated at cost, which approximates market value. Cash and cash eguivalents exclude ¢ash that is contractually restricted for
operational purposes. We maintain cash and cash equivalent balances with financial institutions that exceed federally insured limits. We have not experienced any losses
related to these balances, and management believes the ¢redit risk related to these balances to be minimal,

Restricted Cash — Restricted cash consists primarily of amounts we have set aside 10 satisfy certain contraciual obligations and is classified as a current or
noncurrent assel based on its designated purpase. The majority of this restricted cash has been designated ie satisfy certain vendor contrastual obligations.

Invesiments — We have an investment portfoiio comprised of 1J.8. Government and Agency [ssues and other debt securities. The vabue of these securities is subject
to market and credit volatility during the period the investments are held and until their sale or maturity. We classify marketable debt securities as available-for-sale
investments and these Securities are $1ated a1 their estimated faic value. Qur investments that are available for current operations are recorded as short-term investments.
when the original maturities are greater than three months but réemaining maturitics are less than one year. Qur investments with maturities of more than one year are
recorded as long-term tnvestments. Unrealized gains and losses are recorded within accumulated other comprehensive income (loss). Realized gains and losses are
measured and reclassified from accumulated other comprehensive income (loss) on the basis of the specific identification method.

We recognize realized losses when declines in the fair value of eur investments below their cost basis are judged to be other-than-temporary_ In determining
whether a decline in fair value is other-than-temporary, we consider various faclors including market price (when available), investment ratings, the financial condition
and near-term prospects of the issuer, the length of time and the extent to which the fair value has been less than the cost basis, and our intent and ability to hold the
investment until maturity or for a period of ime sufficient to allow for
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any antictpated recovery in market value. If it is judged that a decline in fair value is other-than-temporary, a realized loss equal to the decline is reflected in the
consalidated statement of operations, and a new cost basis in the investment is ¢wablished

We account for certain of our investments using the equity methed based on our ewnership interest and our abilify to exercise significant influence, Accordingly, we
record our investment initially at cost and we adjust the carrying amount of the investment to recognize our share of the ¢amnings or losses of the investee #ach reporting
period. We cease ta recognize investee losses when our investment basis is zero

Fair Value Measurements — Fair value 15 the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. In determining G valoe, we vse various methods iIncluding market, cost and incote approaches, Based on these approaches, we
utitize certain assumptions that market participants would use in pricing the asset or liabifity, including assumptions about risk. The three-tier hierarchy for inputs used in
measuring fair value, which prigritizes the inputs used in the methodologies of measuring fair valye for assets and liabilities, is as follows:

Level 1: Quoted market prices in active markets for identical assets or liabilaties
Level 2: QObservable market based inputs or unobservable inputs that are ¢orroborated by market data
Level 3: Unobservable inputs that are not ¢orroborated by market data

Financial assets and financial liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value measurements. Cur
assessment of the significance of a particular input to the fair value measurement requires judgment, and may affect the valuation of the assets and liabilities being
measured and their placement within the fair value hierarchy.

We maxicize the use of abservable inputs and minimsze the use of unobservable inputs when developing fair value measurements. 1T Iisted prices or quotes are not
avatlable, fair values of other debt securities and derivatives are based upon intemally developed or other available models that primarily use, as inputs, market-based or
independently sourced market parameters, including but not limited to interest rate yield curves, volatlities, equity or debt prices, and credit curves. We utilize certain
assumptions that market participants would use in pricing the financial instrument, including assumpticens about risk, such as credit, inherent and default risk. The degree
of management judgment invalved in determining the fair value of 4 financial instrument is dependent upen the availability of quoted market prices or observable market
parameters. For financial instrumens that trade actively and have quoted market prices or observable market parameters, there is minimal fjudgment involved in measuring
fair value. When observable market prices and parameters are not fully available, management judgment is necessary to estimate fair value. In addition, changes in market
conditions may reduce the availablity and reliability of quoted prices or cbservable data. In these instances, we use cerrain unobservabie inputs that cannot be validated
by reference to a readily observable market or exchange data and rely, to a certain extent, on our own assumptions about the assumptiona that a market participant would
use in pricing the security. These internally derived values are compared with non-binding values receivéd from brokers or ather independent sources, as available. See
Note 11, Fair Value, for further information.

Accounts Receivable -— Accounts receivables are staled at amounts due frem subscribers and our wholesale partners net of an allowancs for doubtful accownts,

Inventory — Inventory primarily consists of customer premise equipment, which we refer to as CPE, and other accesseries sold to subscribers and is stated at the
lower of ¢ost or net realizable value. Cost is determined under the average cost method. We record inv y write-downs for obsclete and slow-moving items based on
inventory turnovér trends and historical experience

Property, Plant and Equipmeni — Property, plant and equipment, which we refer to as PP&E, is stated at cost, net of accumuiated depreciation. Depreciation is
calculated on a straight-line basis aver the estimared useful lives of
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the assets once the assets are placed in service. Qur network construction expenditures are recorded as construction in progress until the network or other asset is
placed in service, at which time the asset 15 transferred 1o the appropriate PP&E categery. We capitalize costs of additions and improvements, including salaries, benefits
and related overhead costs associated with constructing PP&E and interest costs related to construction. The estimated useful life of equipment is determined based on
Tistonical usage of identical or similar equipment, with consideration given 10 technelogical changes and industry trends that could impact the network architecture and
asset ytilization, Leasehold improvements are recorded at cost and amortized over the lesser of their estimated useful lives or the related lease term, including renewals
that are reasonably assured. Maintenance and repairs are expensed as incurred

PP&E is assessed for impairment whenever events or changes in ¢ircumstances indicate that the carrying amount of an asset may not be recoverable. When such
events or circumstances exist, we determine the recoverability of the asset’s carrying value by estimating the expected undiscounted future cash flows that are directly
associated with and that are expected to arise as a direct resuit of the use of the asset. If the expected undiscounted future cash flows are less than the carrying amount of
the asset, a loss 15 recognized for the difference between the fair value of the asset and its carrying value. For purposes of testing impairment, our long-lived assets,
including PP&E and intangible assets with definite useful lives, and our spectrum license assets in the United States are combined into a single asset group. This
represents the lowest level for which there are identifiable cash flows which are largely independent of other assets and liabilities, and management believes that utilizing
these assets as a group represents the highest and best use of the assets and is consistent with management’s stratey of utilizing our spectrum licenses on an integzated
basis as part of our nationwide networks, Intemationally, for purposes of testing impaimment, our long-lived assets, consisting of PP&E, definite-lived intangible assets
and our spectrum assets are primarily combined info a single asset group for each country in which we operate. In the third quarter of 2010, due to our continued losses
and significant uncenainties surrounding our ability to obtain required liquidity to fund our operating and capital needs, management concluded that an adverse change in
cirgumstances existed requiring us to assess the recoverability of the carrying value of our leng-lived assets. Based on this assessment, we determined that the carrying
value of our long-lived assets in the United States was recoverable, pnmanly supported by the fair value of our spectrum licenses. Management has determined that a
similar assessment was hot necessary in the fourth quarter. For the year ended December 31, 2010, we recorded impairment losses of $6 6 million relating to PP&E and
other long-lived assets in our international operations. There were no PP&E impairment losses recorded in the years ended December 31, 2008 and 2008,

In addition ta the analyses described above, we periedically assess certain assets that have not yet been deployed in our networks, including equipment and cell site
development costs. This assessment includes the provision for identified differences between recorded amounts and the results of physical counts and the write-off of
network equipment and cell site development costs whenever events or changes in circumstances cause us to conclude that such assets are no longer needed to meet
management’s sirategic network plans and will not be deployed. With the substantial completion of our prior build plans and due to the uncertainty of the extent and
timing of future expansion of our networks, we reviewed all network projects in process. Any projects that no longer fit within management’s strategic network plans
were abandoned and the related costs written dewn, resulting in a charge of approximately $180.0 million, See Note 4, Property, Plant and Equipment, for further
infermation.

Internaily Developed Soffware — \We capitalize costs related to computer software developed or obtained for internal use, and interest costs incurred during the
period of development. Software obiained for internal use has generally been enterprise-level business and finance software customized 1o meet specific operational
needs. Costs incurred in the application development phase are capitalized and amortized over the useful life of the software, which is generally three years. Costs
recognized in the preliminary project phase and the pest-implementation phase, as well as maintenance and training costs, are expensed as incurred.
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Spectrum Licenses — Spectrum licenses primarily include owned spectrum licenses with indefimte lives, owned spectrum licenses with definite lives, and faverable
spectrum leases. Indefinite lived spectrum licenses acquired are stated ar ¢ost and are no1 amortized. While owned spectrum licenses in the United States are issued for a
fixed time, renewals of these licenses have occurred routinely and at nominal cost. Moreover, we have determined that there are currently no legal, regulatory, contractual,
competitive, economic or other factors that limit the useful lives of our cwned spectrum licenses and therefore, the licenses are accounted for as intangible assets with
indefinite lives. The impairment test for intangible assets with indefinite useful lives consists of a comparisen of the fair value of an intangible asset with its carrying
amount, If the carrying amount of an intangible asset exceeds its fair vatue, an impairment less will be recognized in an amount equal to that excess. The fair value is
determined by estimating the discounted future cash flows that are directly associated with, and that are expected to arise as a dizect result of the use and eventual
disposition of, the asset. Spectrum licenses with indefinite useful lives are assessed for impairment annually, or more frequently, if an event indicates that the asset might
be impaired. Internationally, we recorded an impairment charge of $2.6 million during the year ended December 31, 2010 related to our indefinite-lived spectrumn assets in
Ireland in conjunction with our sale of those operations, Other than the Ireland impairment, we had no other impairment of our indefinite ived intangible assets in any of
the periods presented.

Spectrum licenses with definite useful lives and favorable spectrum leases are stated at cost, net of accumulated amortization, and are assessed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable, The carrying value of the definite lived licenses and
spectrum leases are amortized on a straight-line basis over their estimated useful lives or lease term, including expected renewal periods, as applicable. There were no
impairment losses for spectrum licenses with definite useful lives and favorable spectrum leases in the years ended December 31, 2010, 2009 and 2008.

Other Intangible Assets — Other intangible assets consist of subscriber relationships, trademarks, patents and other, and are stated at cost net of accumulated
amortization. Amortization is cakulated using either the straight-line method or an accelerated method over the agsets’ estimated remaining usefu! lives. Other intangible
assets arc assessed for impasrment whenever events or changes in circumstances indicate that the carrying amount of the asset may not be recoverable. For the year ended
December 31, 2010, we recorded impairment losses of $1.5 million relating to our definite-lived intangible assets in Ireland in conjunction wath our sale of those
operations. There were no impairment losses for our other intangible assets in the years ended Drecember 31, 2009 and 2008.

Derivative Instrumenis and Hedging Activities — In the normal course of business, we may be exposad to the effects of interest rate changes. We have limited our
exposure by adopting established risk management policies and procedures, including the use of derivative instruments. [t is our policy that derivative transactions are
executed only to manage exposures arising in the normal course of business and not for the purpose of creating speculative positions or trading. We record all derivatives
on the balance sheet at fair value as either assets or liabilities. The accounting for changes in the fair value of derivatives depends on the intended use of the dervative and
whether it qualifies for hedge accounting,

During December 2010, we 1ssued exchangeable notes that included embedded exchange options which qualified as embedded derivative instruments that are
required to be accounted for separately from the host debt instruments and recorded as derivative financial instruments at fair value. The embedded exchange eptions do
net qualify for hedge accounting, and as such, all future changes in the fair value of these derivative instruments will be recognized currently in earnings until such time as
the embedded exchange aptions are éxercised or expire. See Note 10, Denvative Instruments, for further information.

Debr fssuance Costs — Debt issuance costs are initially capitalized as a deferred cost and amortized to interest expense under the effective interest method over the
expected term of the related debt. Unamortized debt issuance costs related to extinguishment of debt are expensed at the time the debt is extinguished and recorded in
other income (expenses), net in the consclidated statements of operations, Unamortized debt issuance costs are recerded in other assets in the consolidated balance sheets.
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Interest Capitalization — We capitalize interest related to our cwned spectrum licenses and the related construction of our network infrastructure assets, as well as
the development of software fer internal use. Capitalization of interest commences with pre~construction period administrative and technical activities, which includes
obtaining ieases, zoning approvals and building permits, and ceases when the construction is substantially complete and available for use or when we suspend
substantially ail construction activity. Interest is capitalized on construction in progress, software under development and spectrum licenges accounted for as intangible
assets with indefinite useful lives. Interest capitalization is based on rates applicable to borrewings outstanding during the period and the balance of qualified assets under
construction during the period. Capitalized interest is reported as a cost of the network assets or software assets and depreciated over the useful lives of those assets.

Income Taxes — We record deferred income taxes based on the estimated future tax effects of differences between the financial statement and tax basis of assets
and liabilities using the tax rates expected 1o be in effect when the temporary differences reverse. Deferred tax assets are also recorded for net operating loss, capital loss,
and tax credit carryferwards. Valuation allowances, if any, are recorded to reduce deferrad tax assets to the amount considered more likely than not to be realized. We also
apply a recognition threshold that a tax position is required to meet before being recognized in the financial statements.

Revenue Recognition — We primarily earn révenue by providing access to our high-speed wireless networks. Also included in revenue are leases of CPE and
additional add-on services, including personal and business email and static Internet Protocol. Revenue from retail subscribers is billed one maonth in advance and
recognized ratably over the contracted service period. Revenues associated with the sale of CPE and other equipment 10 subseribers is recogmized when title and risk of
loss is transferred to the subscriber. Shipping and handling costs bilied to subscribers are classified as revenue. Activation fees charged to the subscriber are deferred and
recognized as revenues on a straight-ling basis over the average estimated life of the subseriber relationship of 3 years,

Revenue from wholesale subscribers is billed one month in arrears and recognized ratably ever the contracted service period. Revenues are generally recognized
based on terms defined in our commercial agreements with our wholesale parters. We are currently engaged in cngoing negotiaticns with Sprint to resolve issues related
to whalesale pricing under our commercial agreements. See Note |2, Commitments and Contingencies, for further information. As a result, the amount of revenue
recognized during 2010 related to Sprint wholesale arrangements is based on pricing proposed by Sprint. We expect to collect the revenue recognized to date.

Revenue arrangements with multiple deliverables are divided in1o separate units of accounting based on the deliverables’ relative fair values if there is objective and
relizble evidence of fair value for all dehiverables im the arrangement. When we are the primary obligor in a transaction, are subject to inventory risk, have latitude in
establishing prices and selecting suppliers, or have severai but not all of these indicators, gross revenue is recarded. If we are not the primary obliger and amounts earned
are determined using a fixed percentage, a fixed-payment schedule, or a combination of the two, we record the net amounts as commissions earned. Promoticnal discounts
treated as cash consideration are recorded as a reduction of revenue.

Adveriising Casis — Advertising costs are expensed as incurred or the first ume the advertising bccurs. Advertising expense was $213.9 million, $9% 1 million and
$7.5 millson for the years ended December 31, 2010, 2009 and 2008, respectively

Research and Development —- Research and development costs are expensed as incurred and primarily relate to costs incurred while assessing how extemal devices
perform on our networks. Research and development expense was $7.0 million, $6.4 million and $350,000 for the years ended December 31, 2010, 2009 and 2008,
respectively.

Net Loss per Share — Basic net loss per Class A Commeon Share is computed by dividing net loss attributable to Clearwire Corporation by the weighted-average
number of Class A Common Shares outstanding during the
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period. Diluted net loss per Class A Commeon Share is computed by dividing net loss attributable to Clearwire Corporation by the weighted-average number of
Class A Common Shares and dilutive Class A Common Share equivalents outstanding during the period. Class A Common Share equivalents generally consist of the
Class A Common Shares issuable upen the exercise of outstanding stock options, warrants and restricted stock using the treasury stock methed. The effects of potentially
dilutive Class A Common Share equivalents are excluded from the calculation of diluted net loss per Class A Common Share if their effect is antidilutive. We have two
classes of common stock, Class A and Class B, The potential exchange of Clearwire Communications Class B common interests together with Class B common stock fer
Clearwire Class A common stock may have a dilutive effect on diluted net loss per share due to certain tax effects. On an “if converted” basis, shares issuable upon the
conversion of the exchangeable notes may have a dilutive effect on diluted net loss per share. See Note 15, Net Loss Per Share, for further information.

Operating Leases — We have operating leases for spectrum licenses, towers and certain facilities, and equipment for use in our operations. Certain of our spectrum
licenses are keased from third-party holders of Educational Broadband Service, which we refer to as EBS, spectrum licenses granted by the FCC. EBS licenses authorize
the provisicn of certain communications services on the EBS channels in certain markets throughout the United States. We accoun for these spectrum leases as executary
contracts which are similar to operating leases. Signed leases which have unmet conditions required to become effective are not amortized until such conditions are met
and are included in spectrum licenses in the accompanying consotidated balance sheets, if such leases require upfiront payments. For leases containing scheduled rent
escalation clauses, we record minimum rental payments on a straight-line basis over the term of the lease, including the expected renewal periods as appropriate. For
leases containing tenant improvement allowances and rem incentives, we record deferred rent, which is a liability, and that deferred rent is amortized over the term of the
lease, including the expected renewal periods as appropriate, as a reduction to rent expense.

Foreign Currency — Our international subsidiaries generally use their local currency as their functional currency. Assets and liabilities are wanslated at exchange
rates in effect at the balance sheet date. Resulting translation adjustments are recarded within accumulated other comprehensive income (loss). Income and expense
accounts are translated at the average monthly exchange rates. The effects of changes in exchange rates between the designated functional currency and the currency in
whigh a transaction is denominated are recorded as foreign currency transaction gains (losses) and recorded in the consolidated statement of operations.

Concentration of Risk — We believe that the geographic diversity of our subscriber base and retail nature of our product minimizes the risk of incucring material
losses due to concentrations of credit risk.

Recent Accounting Prorouncements

In Cctober 2009, the Financial Accounting Standards Board, which we refer (o as the FASB, issued new accounting guidance that amends the revenue recagnition
for multiple-element arrangements and expands the disclosure requirements related to such arrangements, The new guidance amends the criteria for separating
consideration in multiple-detiverable arrangements, establishes a selling price hierarchy for determining the selling price of a deliverable, eliminates the residual method
of allocation, and requires the application of relative selling price method in allocating the arangement consideration 1o ali deliverables. The new accounting guidance is
effective for fiscal years beginning afier June L5, 2010. We will adopt the new accounting guidance beginning January 1, 2011. We do not anticipate the adoption of the
new accounting guidance to have a significant effect on our financial condition or results of operations.
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3. Tnvestments

Investments as of December 31, 2010 and 2009 consisied of the following {in thousands):

December 31, 2010 December 31, 2009
Gross Unrealized Gross Unrealized
Cost Guins Losses Fuir Valwe Cost Galug Laosses Fair Value
Short-lerm
U 8. Government and Agency Issues $ 502121 % 198 % (3) § 502316 § 21063584 % 231§ (154) 3 2,106,661
Long-term
U.S. Government and Agency lssues —_ — — — 74,670 — (154} 74,516
Other debt securities 8,959 6,292 — 15,251 8,059 4,212 — 13,171
Total long-term 8,959 65,292 — 15,251 33,628 4,212 {154) 87,647
Total investments $ 311080 § 6490 § (3) § 517,567 % 2190213 § 4,443 § (308) 3 2,194,348

For the years ended December 31, 2009 and 2008 we recorded an other-than-temporary impairment loss of $10.0 mullion and $t7.0 million, respectively, related to
aur other debt securities. No loss was recorded in 2010.

Other debt securities include investments in collateralized debt obligations, which we refer to as CDOs, supported by preferred equity securities of insurance
companies and financial institutions with stated final maturity dates in 2033 and 2034. These are variable rate debt instruments whose interest rates are normally reset
approximately every 30 or 90 days through an auction process. As of December 31, 2050, the total fair value and cost of our security interests in CDOs was $15.3 million
and $9.0 million, respectively. The total fair vatue and cost of our security intevests in CDOs as of December 31, 2009 was $13.2 million and $9.0 miflion, respectively
We alse own Auction Market Preferred securities issued by a monoline insurance company which are perpetual and do not have a final stated maturity. In July 2009, the
issuer’s credit rating was downgraded 16 CC and Caa2 by Standard & Poor’s and Moody s rating services, respectively, and the total fair value and cost of our Auction
Market Preferred securities was written down to 30, Current market conditions do not aliow us to estimate when the auctions for our other debt securities will resume, if
ever, or if a secondary market will develop for these securities. As a result, our other debt securities are classified as long-term investments.

The cost and fair value of investments at December 31, 2050, by contractual years-to-maturity, are presented below (in thousands).

Cost Fair ¥alue
Due within one year $ 502,121 % 502,316
Due in fen years or greater 8,95% 15,251
Total b 511,080 § 517,567
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4. Property, Plant and Equipment

Property, plant and equipment as of December 31, 2010 and 2009 consisted of the following (in thousands):

Useful December 31,
Lives (Years} 2010 e
Network and base siation equipment 5-15 $ 3,160,790 % 901,814
Customer premise equipmens 2 147,959 60,108
Furniture, fixtures and equipment 3-7 433,858 216,598
Lesser of useful

Leasehold improvements life or lease term 49,712 18,128
Construction in progress N/a 1,299,244 1,623,703
5,091,563 2,820,351
Less: accumulated depreciation and amorstization (627,029) (223,831)
3 4464534 § 2,596,520

Year Ended December 31,

2010 2009 2008
Supplemental information (in thousands):
Capitalized interest 5 208,595 % 140,168 § 4,469
Depreciation expense 3 435236 % 175,131 % 34811

We have entered into lease arrangements related to cur network construction and equipment that meet the criteria for capital leases. At December 31, 2010, we have
recorded capital lease assets with an original cost of $73.0 million within network and base station equipment.

Construction in progtess is primarily composed of costs incurred during the process of completing network projects. The balance at December 31, 2010 also
includes $289.8 million of network and base station equipment net yet assigned to a project, $56.6 million of CPE that we intend to lease and $97.9 million of costs
related to information technology, which we refer to as IT, and other corporate projects

We periodically assess certain assets that have not yet been deployed in our networks, including equipment and cell site development costs. This assessment
includes the provision for identified differences between recorded amaunts and the results of physical counts and the write-off of network equipment and cell site
development costs whenever events or changes in circumstances cause us to conclude that such assets are no longer needed to meet management’s strategi¢ network plans
and will not be deployed With the substantial completion of our prior build plans and due to the uncertainty of the extent and timing of future expansion of our netwaorks,
we reviewed all network projects in process. Any projects that no longer fit within management’s strategic network plans were abandoned and the related costs written
down.
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Wi incurred the following losses associated with property, plant and equipment for the years ended December 31, 2010, 2009 and 2008 (in thousands):

Year Ended December 31,
1010 2009 1008
Loss from abandonment and impairment of network and ather assets:
Abandenment of network projects $ 180001 $ 7916 § —_
Impairment of assets held by international subsidiaries{1} 10,351 — S

Total loss from abandonment and impairment of network and other assets 190,352 7916 —_
Charges for identified differences between recerded amounts and the results of physical counts and excessive and
obsolete equipment(2}) 159,160 52 958 —
Total losses on property, plant and equipment $ 349512 5 60874 3 o

(1) Includes impairmens losses of $7.4 million on spectrum licenses and other ntangible assets.

(2} Included in Cost of goods and services and network costs on the consolidated statements of operations
s, Spectrum Licenses

Owned and leased spectrum licenses as of December 31, 2010 and 2009 consisted of the following (in thousands):
December 31, 2010 December 31, 2008
Wid Avg Gross Carrying Accumulwted Net Carrylng Grom Cwrvying Accumylated Net Carrying
Lewse Lie Vnlve Amortization Value Value Amortization Value

Indefinite-lived owned spectrum Indefinite 13 3,110,871 % — 3 3,110,871 § 3,082401 § — § 3,082,401
Definite-lived cwned spectrum 16-20 years 150,474 (8,630) 91,844 118,069 {6,268) 111,801
Spectrum leases and prepaid
spectrum 25 years 1,320,309 (120,370) 1,199,939 1,323 405 (62,937} 1,260,468
Pending spectrum and transition
COS18 N/A 14,838 — 14,838 40,464 —_ 40,464
Total spectzum licenses $ 4,546,492 § (129,000} % 4417492  § 4564339 § (69,205) § 4,495,134

Indefinite and Definite-iived Owned Specitrum Licenses — Spectrum licenses, which are 1ssued on beth a site-specific and a wide-area basis, authorize wireless
carriers to use radio frequency spectrum to provide sévvice to certain geographical areas in the United States and intemationally. These licenses are generally acquired as
an asset purchase or through a business combination. In some cases, we acquire licenses directly from the governmental authority in the applicable country. These licenses
are considered indefinite-lived imangible assets, except for the licenses acquired in Spain and Germany, which are considered definite-lived intangibie assets due to
limited license renewal history in these countries.

Spectrum Leases and Prepaid Specirum — We also lease spectrum from third partics who hold the spectrum licenses These leases are accounted for as executory
contracts, which are treated like operating leases. Upfront consideration paid to third-party holders of these Jeased licenses at the inception of a lease agreement is
capitalized as prepaid spectrum lease costs and is expenged over the term of the lease agreement, including expected renewal terms, as applicable. As part of the purchase
accounting for the Transactions, favorable spectrum leases of $1.0 billion were recerded at the Closing, The favorable compenent of the acquired spectrum leases has
been capitalized as an asset and is amortized over the lease term.
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Vear Faded December 31,

20 1009 palt)
Supplemental Information (in thousands):
Amortization of prepaid spectrum licenses 5 57433 § 57,898 § 17,109
Amomization of definite-lived owned spectrum 5 4171 % 5685 § 447

As of December 31, 2010, future amortization of spectrum licenses, spectrum leases and prepaid lease costs {excluding pending spectrum and spectrum transition
cests) is expected to be as follows (in thousands):

Spectram Definlic-
Leases and Lived Owacd
Prepaid Spectrum Specirum Totd
2011 $ 52,845 § 5475 § 58,324
2012 32,704 5475 58,179
2013 52,016 5,475 57,541
2014 51,710 5,475 57,185
2015 51,584 5,473 57,059
Thereafter 539,056 64,469 1,003 525
Totat $ 1,199,939 % 91,844 § 1,291,783

We expect that all renewal periods in our leases will be renewed by us, and the costs to renew to be immaterial.

6. (Hher Intangible Assets

Other intangible assets as of December 31, 2010 and 2009 consisted of the fallowing (in thousands):

December 31, 2010 December 31, 20409
Gries Gross
Carrying Accumulited Net Carrying Carrying Accumulaied Net Carcying
Useful lives Yalwe Amortization Value Value Arsqriization Valve
Subscriber relationships 4 —7years § 115418 % (57.001) % 58,417 % 120,231 % (34,084) $ 86,147
Trade names and trademarks 5 years 3,804 (L,585) 2,219 3,804 (824) 2,980
Patents and other 10 years 3,166 (894) 2,212 3,164 (578) 2,586
Total cther intangibles 3 122388 § (59430) § 62,908 3 127,199 § (35,486) 3 91,713

As of December 31, 2010, the future amertization of other intangible assets is expecied to be as follows {in thousands):

2011 3 21,465
2012 16,870
2013 12,293
2014 7,728
2015 3,861
Thereafter 691
Total $ 62,508
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Supplemental Information {in thousands}:
Amortization expense

We evaluate all of our patent renewals on a ¢ase by case basis, based on renawal costs.

Yo Other Liabilities

Curreni liabilities

Current liabilities consisted of the following (in thousands)

Accounts payable and accrued expenses:
Accounts payable
Accrued interest
Salanes and benefits
Business and income 1axes payable
Other accrued expenses
Total accounts payable and accrued expenses
Other current liabilsties:
Derivative instruments
Deferred revenues
Current portion of long-term debt
Other
Total ather current liabilities
Total

Year Ended December 31,

2010 2009 2008
26,705 % 32443 3 2,888
December 31,

2010 1009
$ 329,859 % 377,890
37,578 28,670
52,636 44,326
21,456 25,924
14,361 19,423
455,890 496,233
167,892 ==
22,401 16,060
19,364 =
21,306 31,134
230,963 47,194
5 686,853 % 543,427

In connection with the cost reduction initiatives and associated workforee reductions announced in the fourth quarter of 2010, we have acgrued appreximately

$4.7 million at December 31, 2010 related to severance costs in accounts payable and accrued expenses

Other long-term liubilities

Other long-term liabilities consisted of the following (in thousands):

Deferred rents associated with tower and spectrum leases

Other
Total
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8. Income Taxes

The income tax provision cansists of the following for the years ended December 31, 2010, 2009 and 2008 {in thousands):

Yeur Ended December 31,

4 209 2008
Current taxes:
International $ 335 8 (389 § 325
Federal — _ —_
State 700 148 S
Total current taxes 1,035 (241) 325
Deferred taxes:
International (L151) 953 (87)
Federal — — 51,686
State = — 9,683
Total deferred taxes {1,131) 653 61,282
Income tax (benefit) provision $ {156) 3 72 3 61,607

The in¢ome tax rate computed using the federal statutory rates is reconciled to the reported effective income tax rate as follows:

Year Ended December 31,

20140 2009 pii
Federal statutory income tax rate 35.0% 350% 35.0%
State income taxes (net of federal benefit) c.7 0.8 (1.5)
Nan-centrol ling interest (27.6) {25.9) —
Other, net 01 07 02
Valuaton allowance (3.2) (107 {503)
Effective income tax rate —% {0.1)% {16.6)%
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Components of deferred tax assets and liabilities as of Decemnber 31, 2010 and 2009 were as follows (in theusands):

December 31,
2010 2004

Noncurrent deferred tax assets:

Net operating loss carryforward 3 932818 § 718,852

Capital loss carryforward 6,620 6,230

Other assets 7,307 13,573
Total deferred tax assets 946,745 738,656
Valuation allowance (696 887) (573,165)
Net deferred 1ax assets 249,858 165,451
Nencurrent deferred 1ax liabilities:

Investment in Clearwire Communications 238,286 142,434

Spectrum licenses 16,164 19,437

Other intangible assets 659 9,937

Cnher 313 36
Total deferred tax liabilities 255,422 171,844
Net deferred tax liabilities $ 5,364 3 6,353

We determing deferred income taxes based on the estimated future tax effects of differences between the financial statement and tax bases of assets and liabilities
using the tax rates expected to be in effect when any temporary differences reverse or when the net operating loss, capital loss or tax credit carryforwards are utilized.

Pursuant to the Transactions, the assets of Old Clearwire and its subsidiaries were combined with the spectnim and certain other assets of the Sprint WiMAX
Business. [n conjunction with the acquisition of Old Clearwire by the Sprint WiMAX Business, these assets along with the $3 2 bitlion of capital from the Investors were
contribuied to Clearwire Communications. Clearwire is the sole holder of voting interests in Clearwire Communications, As such, Clearwire controls 100% of the
decision making of Clearwire Communicatiens and consolidates 1 00% of its operations. Clearwire Communications is treated as a partnership for United States federal
income tax purposes and therefore does not pay tnceme tax in the United States and any current and deferred tax consequences arise at the partner level, including
Clearwire, Other than balances associated with the timing of deductions for prepaid expenses and those asscciated with the non-United States operations, the only
temporary difference for Clearwire after the Closing is the basis difference associated with our investment in the partnership. Consequently, we recorded a deferred 1ax
liability for the difference between the financial statement carrying value and the tax basis we hold in our interest in Clearwire Communications as of the date of the
Transactions.

We have recorded a valuation allowance against our deferred tax assets to the extent that we determined that it is more likely than not that these items will either
expire before we are able to realize their benefits or that future deductibility is uncertain. As it relates to the United States tax jurisdiction, we determined that our
temporary taxable difference associated with our investment in Clearwire Communications will not fully reverse within the carry forward period of the net operating losses
and accordingly represents relevant future taxable income,

We file income tax returns for Clearwire and our subsidiaries in the United Stares Federal jurisdiction and various state and foreign jurisdictions. As of
December 31, 2010, the tax returns for Clearwire for the years 2003 through 2009 remain cpen to examinatien by the Intemal Revenue Service and various state tax
authorities. [n
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addition, Old Clearwire acquired United States and foreign entities which aperated prior to 2003. Most of the acquired entities generated losses for income tax
purpeses and certain tax returns remain cpen 1o examination by United States and foreign tax authorities for tax years as far back as 1958

As of December 31, 2010, we had United States federal tax net operating loss carryferwards of approximately $2.19 billion. A portion of the net cperating loss
carryforward is subject to certain annual limitations imposed under Section 182 of the intemnal Revenue Code of 1986, The net operating loss camyforwards begin to
expire in 202). We had $327.2 millicn of tax net aperating loss carryforwards in foreign junsdictions; $166.8 miilion have ne statutory expiration date, $160.3 million
begins to expire in 2015, and the remainder of $97,00C begins 1o expire in 2011

Our policy is to recognize any interest related to unrecognized tax benefits in interest expense or interest income. We Tecognize penalties as additional income tax
expense. As December 31, 2010, we had no material uncertain tax pesitiens and therefore accrued no interest or penalties related to unceriain tax positions.

9. Long-term Debt, Net

Long-term debt at December 31, 2010 and 2009 consisted of the following {in thousands):

M1
Iuterest Effective Par Net Carrying
Rates Rate(1) Marturitics Amouat Discownt Value
Notes:
Senior Secured Notes and Rollover Notes 12.00% 12.92% 2015 $ 2947494 8§ (42,387} 8 2,905,107
Second-Priority Secured Notes 12.00% 12.39% w07 500,000 — 500,600
Exchangeable Notes 8.25% 16.65% 2040 725,250 (230,121) 499,129
LIBOR
Yendor Financing Notes based(2) 6.16% 2014 60,251 (264) 59,987
Capital lease obligations 72,160 — 72,160
Total debt, net F 4309155 % (272,71712) 4,036,383
Less: Current portion of Yendor Financing Notes
and capital lease obligations(3) {19,364}
Total long-lerm debt, net 3 4,017,019
(1) Represents weighted average ¢ffecuve interest rate based on year-end balances.
(2) Coupon rate based on 3-month LIBOR plus a spread of 5.50%.
(3) Included in Other current liabilities on the consolidated balance sheet.
2009
lateres Effective Par Nel Carrying
Rates Rate(1) Maturiries Ampun) Discown| Value
Notes:
Senier Secured Notes and Rollover Notes 12.00% 13.02% 2015 § 2772454 % {57,763} § 2,714,731
Total long-term debt, net L] 2,714,731

(1) Represents weighted average effective interest rate based on year-end balances.
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Notes

Seniar Secured Notes and Rollover Notes — During the fourth quarter of 2009, Clearwire Communications completed offerings of $2.52 billion 12% senior secured
notes due 2015, which we refer to as the Senior Secured Notes. We used $1.16 billion of the proceeds to retire indebiedness under the senior term loan facility that we
assumed from Olg Clearwire and recegnized a gain on extinguishment of debt of $8.3 million, net of tzansaction costs. The Senior Secured Notes provide for bi-annual
payments of interast in June and December. In connection with the issuance of the Senior Secured Notes, we also issued $252.5 million of notes to Sprint and Comcast
with identical terms as the Senior Secured Notes, which we refer 1o as the Rellover Notes, in replacement of equal amounts of indebtedness under the senjor term lean
facility.

During December 2010, Clearwire Communications issued an additional $175.0 million of Senior Secured Motes with identical terms.

The holders of the Senior Secured Notes and Rollover Notes have the right to require us to repurchase all of the notes upon the occurrence of a ¢hange of control
event or a sale of certain assets, at a price of 101% of the principal amount or 100% of the principal amount, respectively, plus any unpaid accrued interest 1o the
repurchase date. Prior to December 1, 2012, we may redeem up 10 35% of the aggregate principal amount of the Senior Secured Notes at a redemption price of 112% of
the aggregate principal amount, plus any unpaid accrued interest to the repurchase date. After December 1, 2012, we may rédeem all or a part of the Senior Secured Notes
by paying a make-whole premium as stated in the terms, plus any unpaid accrued interest to the repurchase date.

Our payment obligations under the Senjor Secured Notes and Rollover Notes are guaranteed by certain domestic subsidiaries an a senicr basis and secured by
certain assets of such subsidiaries on a first-prionity lten basis. The Senior Secured Notes and Rollover Notes contain limitations on our activities, which among cther
things include incuming additional indebtedness and guarantee indebledness; making distributions or payment of dividends or certain cther restricted pay ments or
investments; making certain payments on indebledness; entering into agreements that restrict distributions from restricted subsidiaries; selling or otherwise disposing of
assets; mergef, consolidation or sales of substantially all of our assets; entering transactions with affiliates, creating liens; issuing cerlain preferred stock or gimilar equity
securities and making investments and acquiring assets

Second-Priority Secured Notes — During December 2010, Clearwire Communications comnpleted an offering of $500 million 12% second-priority secured notes
due 2017, which we refer 1o as the Second-Priority Secured Notes. The Secend-Priority Secured Notes provide for bi-annual payments of interest in June and December.

The holders of the Second-Prigrity Secured Notes have the right to require us 10 repurchase al) of the notes upon the occurrenes of a change of control event ora
sale of certain assets at a price of 101% of the principal amount or 100% of the principal amount, respectively, plus any unpaid accrued interest to the repurchase date.
Prior to December 1, 2013, we may redeem up to 35% of the aggregate principal amount of the Second-Priority Secured Notes at a redemption price of 112% of the
aggregate principal amount, plus any unpaid accrued interest to the repurchase date. After December 1, 2014, we may redeem all or a part of the Second-Prionty Secured
Notes by paying 4 make-whole premium as stated in the terms, plus any unpaid accrued interest 10 the repurchase date

Our payment obligations under the Second-Priority Secured Notes are guaranteed by certain domestic subsicharies on a senior basis and secured by certain assets of
such subsidiaries on a second-priority lien basis The Second-Priority Secured Notes contain the same limitations en cur activities as those of the Senior Secured Notes
and Rollover Notes,

FExchangeable Notes — During December 2010, Clearwire Communications completed offerings of £729.2 million 8.25% exchangeable nates due 2040, which we
refer to as the Exchangeable Notes. The Exchangeable Notes provide for bi-annual payments of interest in June and December. The Exchangeable Notes are subordinated
1¢ the Senior Secured Notes and Rollover Notes and rank equally in right of paymeant with the Second-Pricrity Secured Notes.
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‘The holders of the Exchangeable Notes have the night o exchange their notes for Clearwire Corporation’s Class A commeon stock, which we refer to as Class A
Commean Stock, a1 any time, prior to the matunty date. We have the right 10 settle the exchange by delivering cash or shares of Class A Common Stock, subject ta certain
conditions. The initia! exchange rate for each note is 1412429 shares per $1,000 note, equivalent to an initial exchange price of approximately $7.08 per share, subject to
adjustments upon the occurrence of certain corporate events. Upon exchange, we will not make additional cash payment or provide additional shares for accrued or unpaid
interest, make-whole premium or additional interest.

The holders of the Exchangeable Notes have the night to require us to repurchase all of the notes upon the occurrence of a fundamental change event at a price of
100% of the principal amount plus amy unpaid accrued interest to the repurchase date. The holders who elect to exchange the Exchangeable Notes in connection with the
oceurrence of a fundamental change will be entitled to additional shares that are specified based on the date on which such event occurs and the price paid per share of”
Class A Commaon Stock 1n the fundamental change, with a maximum number of shares issuable per note not 1o exceed 169.4915 shares. The holders of the Exchangeable
Notes have the option to require us te repurchase for cash the Exchangeable Notes on December 1, 2017, 2025, 2030 and 2035 at a price equal to 100% of the principal
amount of the notes plus any unpaid accrued interest to the repurchase date On or after December 1, 2017, we may, at our option, redeem all or part of the Exchangeable
Notes a1 a price equal to 100% of the principal amount of the notes plus any unpaid accrued interest to the redemption date.

Qur payment obligations under the Exchangeable Notes are guaranteed by certain domestic subsidiaries in the same prierity as the Second-Priority Secured Notes

Upon issuance of the Exchangeable Motes, we recognized a derivative liability representing the embedded exchange feature with an estimated fair value of
$231.5 million and an asscciated debt discount on the Exchangeable Notes. The discount is accreted over the expected life, approximately 7 years, of the Exchangeable
Notes using the effective interest rate methed. See Note 10, Derivative Instruments, for additional discussion of the derivative liability,

Vendor Financing Notes

During 2010, we entered inte a vendoer financang facility allowing us te obtain up te $160.0 million of finrancing by #ntering into notes, which we refer 1o as Vendor
Financing Notes, until January 31, 2011. The Vendor Financing Notes have a coupon rate based on the 3-month LIBOR plus a spread of 5.50% which are due quarterly
and mature in 2054, We utilized $60.3 million of this vendor financing facility in 2010.

On January 31, 20t 1, the vendor financing facility was amended 10 allow us to obtain up to an additional $95.0 million of financing until January 31, 2¢12. The
coupa rate and terms of the rotes under the amended facility are identical to those of the original Yendor Finaneing Notes except that they mature in 2015
Capital Lease Obligations

During 2010, we have entered into capital lease facilities which allow us to obtain up to $99.0 million of financing with 4 year terms, until August 16, 2011, in
addition, we also lease certain network construction equipment under capital leases with [2 year lease terms.

Ag of December 31, 2010, approximately $132.4 million of our outstanding debt, comprised of Vendor Financing Notes and capital lease obligations, is secured by
assets classified as network and base station ¢quipment.

Future Payments — For fulure payments on our long-term debt see Note 12, Commitments and Centingencies.
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Interest Expense — Interest expense included in our consolidated statements of operations for the years ended December 31, 2018, 2009 and 2008, consisted of the
following (in thousands):

Yeur Ended December 31,
2014 0 2008
Interest coupon 3 346,984 5 145453 % 19,347
Accretion of debt discount and amorhization of debt premium, net 14,479 64,183 1,667
Capitalized interest (208,595} {140,168) {4,469)
£ 152868 § 69468 § 16,545

10. Derivative Instruments

The holders’ exchange rights contained in the Exchangeable Notes issued in December 2010 constitute embedded derivative instrumnents that are required to be
accounted for separately from the debt host instrument at faic value. As a result, upon the issuance of the Exchangeable Notes, we recegnized exchange options, which we
refer to as Exchange Options, with an estimated fair value of $231.5 million as a detivative liability. The Exchange Options are indexed to Class A Common Stock, have a
notional amount of 1030 mitlion shares and mature in 2040, We do not apply hedge accounting to the Exchange Options. Therefore, gains and losses due to changes in
fair value are reported in our consclidated statements of operations. At December 31, 2010, the Exchange Options’ estimated fair value of $167.9 million was reported in
other current liabilities on our consclidated balance sheet. For the year ended December 31, 2010, we recognized a gain of $63.6 million from the changes in the estimated
fair value since inception in gain {loss) on derivative instruments in our consolidaled statements of operations. See Note | 1, Fair Value, for information regarding
valuation of the Exchange Options.

During 2009, we had two interest rate swap contracts which were based on 3-month LIBOR with a combined notional of $600.0 million. We used these swaps as
economic hedges of the interest rate risk refated to a portion of cur long-term debt. The imerest rate swaps were used to reduce the variability of future interest payments
on our LIBOR based debt, We were not holding these interest rate swap contracts for trading or speculative purpeses. We did not apply hedge accounting to these swaps,
therefore the gains and losses die 10 changes in fair value were reported in other income (expense), net in our consolidated staterments of aperations.

For the year ended December 31, 2009, we recognized a net Joss of $7.0 million on undesignated swap centracts. During the fourth quarter of 2009, we terminated
the swap contracis and paid the swap counterparties $18 4 mithon which consisted of $14.7 million mark to market losses and $3.7 million accrued interest.
i1 Fair Value

The following is a description of the valuation methodologies and pricing assumptions we used for financial instruments measured and recorded at fair value on a
recurring basis in our financial statements and the classification of such instruments pursuant to the valuation hierarchy

Cash Eywivalents and Investment

Where quoted prices for identical securities are available in an active market, we use queted market prices to determine the fair value of investment securities and
cash equivalents, and they are classified in Level | of the valuation hierarchy. Level | securities include U S Government and Agency lssues and money market mutual
funds for which there are quoted prices in active markets

For other debt securities which are classified in Level 3, we use discounted cash flow models to estimale the fair value using vanous methods including the market
and income approaches. In developing these models, we utilize certain assumptions that market participants would yse in pricing the investment, including assumptions
about risk and the risks inherent in the inputs to the valuation technique. We maximize the use of abservable inputs
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in the pricing models where quoted market prices from securities and derivatives exchanges are avaslable and reliable. We also use certain unobservable inputs that
cannot be validated by reference to a readily observable market or exchange data and rely, to a certain extent, on management’s own assumptiong about the assumptions
that market participants would use i pricing the security. We use many factors that are necessary to estimate market values, including interest rates, marker risks, market
spreads, timing of contractual cash flows, market liquidity, réview of underlying collateral and principal, interest and dividend payments.

Derivatives

Derivatives are classified in Level 3 of the valuation hierarchy, To estimate the fair value, we use an income approach based on valuation models, including eption
pricing models and discounted cash flow models. We maximize the use of market-based observable inputs in the madels and develop our own assumptions for
unobservable inputs based on management estimates of marke1 participants’ assumptions in priging the instruments

We use a trinomial option pricing model 10 estimate the fair value of the Exchange Options. The inputs include the contractual terms of the instrument and market-
baged parameters such as interest rate forward curves, stock price and dividend yield. A level of subjectivity is applied to estimate our stock price volatility. The stock
price volatility is based on our historical stock price velatility giving consideration to our estimates of market participant adjustments for general market conditions as well
as cempany-specific factors such as market trading volume and our expected future performance.

The following table summarizes our financial assets and liabilities by level within the valuation hierarchy at December 31, 2010 (in thousands):

Quoted Sigulficant
Prices in Other Signincant
Aclive Obaervablc Unobservabie
Markets Taputs Inpuis Total
(Level 1) {Level 2) {Level 3) Fair Value
Financial assets:
Cash and cash equivalents % 1,233,562 § — % — % 1,233,562
Short-term investments $ 502,316 % — — % 502,316
Long-term investments $ — % — % 15250 % 15,251
Other assets — derivative assets $ — 3 — 3 262 8 292
Financial liabilities:
Other current liabilities ~— derivative liabibities $ — % — 8 {167,892) § (167,852)
The following table summarizes our financial assets and liabilities by level within the valuation hierarchy at December 31, 2009 {in thousands):
Quored Sigmificamt
Prices im Other Siguincant
Active Observable Usobservable
Markets Tmputs Iuputs Total
{Level 1) (Level 2) {Level J) Fur Vaiwe
Financial assets:
Cash and cash equivalents b3 1,698,017 5 — 3 — % 1,698,017
Short-lerm investments £ 2,106,661 § — % — 2,106,661
Long-term investments 3 74,516 % — % 13,1711 % 87,687
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Net Unrealized

Net Unrealized
Gaima {Loswes)
Encluded in 2010

Included ia 2009

thousands):
Gainy (LDsscs)
Included in
Net Unrealized Accurnmlatcd Enrnings Relatiag
Acquisitions, Gaing (Losses) Other to Instraments Held
Jamuary 1, Issmances and Included in prehemdiy D ber 31, at December 31,
010 S Earniugs Income e 010
Lang-term investments:
Other debt securities 14 13,1717 % — — 1 2080 % 15,251 —
Other assets:
Perivatives = 648 (3%6) () —_ 292 (356)
Other current liabilities:
Denvatives — (231,503) 63,611 (D e {167,892) 63,611
(1) Included in Gain (loss) on derivative instruments in the consolidated statements of operations.
The following table presents the change in Level 3 financial assets and liabilities measured on a recurring basis for the year ended December 31, 2009 (in
Net Unrenlized
Gaias (Lussed)

Net Unrealized

thousands):
Gatima (Loases}
Tncluded in
Net Unrealized Accumulated Enrnings Relating
Acquixiion, Guins (Lozscs) Other to lastruments Held
Jamuary 1, Issmances and Included in prehensi o ber 31, ai Mecember 31,
2y Settlements Earaings Tmeonne 2009 2009

Long-term investments:

Other debn securities $ {8974 § — & (10,015 () % 4212 % 13,171 % (10,015)
Other current liabibties:

{21,591} 14,652 6,919 () — — =

Derivatives

(1} Included in Other income {expense), net in the consolidated statements of operations

(e

Debt Instruments

Included in Gain (loss) on derivative instruments in the consolidated statements of operations.

measurements, on ¢ertain assets held and used by intemational subsidiaries. We no longer hold these assets at December 31, 2010

The following is the description of the fair value for financial instruments we held that are not subject to fair value recognition.

During the year ended December 31, 2010, we recognized losses of $10.8 million on nonrecurring fair value measurements, which were categorized as Level 3

To estimate the fasr valug of the Senior Secured Notes and Rollover Notes, the Second-Priority Secured Notes and the Exchangeable Notes, we used the average

indicative price from several market makers.
To estimate the Fair value of the Vendor Financing Notes, we used an income approach based on the contractual terms of the notes and market-based parameters
such as interest rates, A level of subjectivity and judgment was used to estimate an appropriate discount rate to calculate the present value of the estimated cashflows.
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The following table presents the carrying valug and the approximate fair value of our outstanding debt instruments at December 31, 2010 and 200% {in thousands}.

Notes:
Senior Secured Notes and Rollover Notes
Sacond-Priority Secured Notes
Exchangeable Notes(1}

Vendor Financing Notes

December 31, 2010 December 31, 2009
Carrying Carrying
Value Fair Value Value Fair Vatwe
$ 2,905,107 § 3,180662 § 2,714,731 5 238104616
b3 300,000 % 520,833
|3 499,129 § T46,107
$ 59987 % 60,793

{1} Carrying value as of December 31, 2010 is net of $230.1 million discount arising from the separation of the Exchange Options fram the debt host instrument.

12 Commitments and Contingencies

Future minimum payments under obligations listed belew {including all optional expected renewal periods on cperating leases) as of December 3t, 2010, are as

follows {in thousands):

Thereatier,
iacluding mi
Total 2011 2012 013 W14 1014 remewul periods

Leng-term debt obligations b 4236995 § 15062 % 20,084 % 20,034 % 5,021 2,947,494 3 1,229,250
Interest paymenis 3,997,363 474,514 476,077 474,895 473,937 473,862 1,624,078
Operating lease obligations(1} 13,630,873 391,193 439971 447,795 454,188 464,482 11,433,240
Specirum lease obligations 5,950,009 156,579 163,057 162,037 170,480 165,151 5,132,705
Spectrum service credits 107,682 1,130 1,130 1,130 1,130 1,130 102,032
Capital lease obligations(2) 126,297 12,450 12,731 13,022 13,996 11,538 62,560
Signed spectrum agreements 9,925 9,925 - —_ = = =
Network equipment purchase
cbligations 40,222 40,222 —_ - = = =
Other purchase obligations 188,557 68,043 50,672 29,869 10,984 10,970 18,019
Total £ 28287923 F 1,169,118 8§ 1,163,722 8§ 1,148836 § 1129736 2074627 % 19,60) 884

{1} Includes executory costs of $36.2 mullion.

(2) Payments include $54.1 million representing interest.

Spectrum and operating lease obligutions — Our commitments for non-cancelable operating leases consist mairly of leased spectrum license fees, office space,
equipment, and leased sites, including towers and rooftop locations. Certain of the leases provide for minimum lease payments, additional charges and escalatien clauses.
Certain of the tower leases specify a minimum pumber of new leases to commence by December 31, 2011. Charges apply if these commitments are not satisfied. Leased
spectrum agreements have terms of up to 30 years. Operating leases generally have initial tesms of five years with multiple renewal optiens for additional five-year terms

totaling between 20 and 25 years.
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Expense recorded related te spectrum and nperating leases was as follows (in thousands):

Yenr Endeid Becember 31,

010 009 2HE
Spectrum lease expense ¥ 222,560 % 201,461 % 72,923
Amortization of prepaid spectrum licenses 57,433 57.89% 17,109
Total spectrum lease expense £ 279993 % 759,359 % 90,032
Operaling iease expense 13 481,631 $ 245351  § 51,345

Other spectrim commitments — We have commitments to provide Clearwire services 1o ¢ertain lessors in launched markets, and rembursement of capital
equipment and third-party service expenditures of the lessors over the term of the lease. We accrue a menthly obligation for the services and equipment based on the total
estimated available service credits divided by the term of the lease The obligation is reduced as actual invoices are presented and paid to the lessors. During the years
ended December 31, 2010, 2009 and 2008 we satisfied $987,000, $779,000 and $76,000, respectively, related 1o these commitments, The maximum remaining
commitment at December 31, 2010 is $107.7 million and is expected 1o be incurred over the term of the related lease agreements, which generally range from 15-30 years.

As of Degember 31, 2010, we have signed agreements to acquire approximately $9.9 million in new spectrum, subject to closing conditions. These transactions are
expected 1o be completed within the next twelve months.

Network equip purch bligations — We have purchase commitments with take-or-pay obligations and/or volume commitments for equipment that are non-
cancelable and outstanding purchase orders for network equipment for which we believe delivery is hikely to oceur.

Other purchase obligations — We have purchase cbligations that include minimum purchases we have committed to purchase from suppliers aver time and/or
unconditional purchase obligations where we guarantee to make a minimum payment to suppliers for goods and services regardless of whether suppliers fully deliver
them. They include, among other things, agreements for backhaul, subscriber devices and IT related and other services. In addition, we are party to various arrangements
that are conditional in nature and create an obligation to make payments enly upon the occurrence of certain events, such as the actual delivery and acceptance of products
or services. Because it is not possible to predict the timing or amounts that may be due under these conditional arrangements, no such amounts have been included in the
table above. The table abave alse excludes blanke1 purchase order amounts where the orders are subject to cancellation or ermination at our discretion or where the
quantity of goods or services to be purchased or the payment terms are unknown because such purchase orders are not firm commitments.

AMDOCS Agreement — On March 31, 2009, we entered into a Customer Care and Billing Services Agreement, as amended, which we refer to as the Amdocs
Agreement, with Amdocs Software Systems Limited, which we refer to as Amdocs, under which Amdocs will previde a customized customer care and billing platform,
which we refer to as the Platform. ta us. [n connection with the provision of these services and the establishment of the Platform, Amdocs will also license certain of its
software to us.

The initial tenm of the Amdocs Agreement is seven years. Under the terms of the Amdocs Agreement, we are required to pay Amdocs ligensing fees,
implementation fees, monthly subscriber fees, and reimbursable expenses. In addition, the Amdocs Agreement contains detailed terms governing implementation and
maintenance of the Platform; performance specifications; acceptance testing; charges, credits and payments; and warranties.

Legal proceedings — As more fully described below, we are involved in a variety of lawsuits, claims, investigations and proceedings concerning intellectual
property, business practices, commerciat and other matters. We determine whether we should accrue an estimated loss for a contingency in a particular legal proceeding
by assessing whether a loss 1s deemed probablé and ¢an be reasonably estimated, We reassess our views on estimated
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losses on a quarterly basis to reflect the impact of any developments in the matiers in which we are involved. Legal proceedings are inherently unpredictable, and
the matters in which we are involved often present complex legal and fagtual issues. We vigorously pursue defenses in legal proceedings and engage in discussions where
possible 1o resolve these matters on terms favorabie to us. [t 1s possible, however, that our business, financial condition and results of operations in future periods could be
materialty and adversely affected by increased litigation expense, significant settlement cests and/or unfavorable damage awards.

On April 22, 2009, a purported class action lawsuit was filed against Clearwire U.S. LLC in Superior Court in King County, Washington by a group of five
plainti{fs from Hawaii, Minnesota, Nerth Carolina and Washingten (Chad Minnick, et al.). The lawsuit generally alleges that we disseminated false advertising about the
quality and reliability of our services; imposed an unlawful early termination fee, which we refer to as ETF,; and invoked unconscionable provisions of our Terms of
Service to the detriment of subseribers. Among other things, the lawsuit seeks a determination that the alieged claims may be asserted cn a class-wide basis; an order
declaring certain provisions of our Terms of Service, including the ETF provision, void and unenforceable; an injunction prehibiting us from collecting ETFs and further
false advertising, restituticn of any early termination fees paid by our subscribers; equitable relief; and an award of unspecified damages and attorneys” fees. On May 27,
2009, an amended complaint was filed and served, adding seven additional plaintiffs, including individuals from New Mexico, Virginia and Wisconsin. On June 2, 2009,
plaintiffs served the amended complaint. We removed the action to the United States District Court for the Western District of Washington. On July 23, 2009, we filed a
motion to dismiss the amended cemplaint. The Ceort stayed discovery pending its ruling on the motion. The Court granted our motion te dismiss in its entirety on
February 2, 2010. Plaintiffs filed a notice of appeal to the Ninth Circuit Court of Appeals. Oral argument before the Ninth Circuit Court of Appeals tock place on
November 3, 2010 The Court has not yet ruled on the appeal. This case is in the early stages ef litigatien, its outcome is unknown and an estimate of any potential Joss
cannot be made at this time.

On Septernber 1, 2009, we were served with a purported <lass action lawsuit filed in King County Superior Court, breught by representative plantiff Rosa Kwan.
The complaint alleges we placed unlawful telephone calls using automatic dialing and announcing devices and engaged n unlawfiil collection practices. Tt seeks
declaratory, injunctive, and/or equitable relief and actual and statutory damages under federal and state law. On October 1, 2009, we removed the case to the United States
District Court for the Western District of Washington. On October 22, 2009, the Court issued a stipulated order granting plaintiff until October 2%, 2009 to file an
Amended Complaint. The parties further stipulated to allow a Second Amended Complaint, which plaintiffs filed on December 23, 2009. We then filed a motion to
dismiss that was fully briefed on January 15, 2010. On February 22, 2010 the Court granied our motion to dismiss in part, dismissing certain claims with prejudice and
granting plaintiff leave to further amend the complaint. Plaintiff filed a Third Amended Cemplaint adding additional state law claims and joining Bureau of Recovery,
which we refer to as BOR, a purported collection agency, as a co-defendant. The parties have stipulated that plaintiff may file a Fourth Amended Complaint adding two
new class representatives. Clearwire’s response to the Fourth Amended Complaint 1s due March 3, 2011 Plaintiffs’ motion for class certification is due April 7, 2011.
This case is in the early stages of litigation, its outcome is unknewn and an estimate of any potential loss cannot be made at this time.

We have been engaged in ongoing negotiations with Sprint to resolve issues related to wholesale pricing for Sprint 4G smartphone usage under our commergial
agreements with Sprint. On October 29, 2010, we received a notice from Sprint initiating an arbitration process to resolve these issues. On November 22, 2010,
response to the nolice, we commenced an arbitralion action against Sprint with the American Arbitration Association, which we refer to as AAA_ The primary dispute
between the parties relates to the pricing to be paid 1o us for smartphone usage by Sprint and Sprint’s subscribers over our 4G network. In particular, the parties are
disputing the proper interpretation and enforceability of the 4G MVNO Agreement with respect to the options for such smartphone pricing. We filed our Statement of
Claim against Sprint on December 14, 2015. On January 21, 2011, Sprint answered the Statement of Claim and asseried counterclaims seeking related relief under the 4G
MVYNO Agreement. On February 7, 2011, Clearwire filed its reply to Sprint’s counterclaims, denying all material allegations in Sprint’s response and counterclaims and
asserting various affirmative defenses. The action will
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proceed before a single arbitrator, but no arbitrator has been appointed yet and no final hearing dates have been scheduled. Finally, while not part of this arbitzation
action, the parties have served on cach other various notices preserving their rights to arbitrate certain invoices relating 1o multi-mode devices submitted by bath parties
under the 3G MVYNQ and 4G MVNO Agreements. But no arbitration action has been commenced with regard to any of those invoices ar this time The process is in the
early stages, and its outcome is unknown.

On November 15, 2010 a purported class action was filed by Angelo Dennings againat Clearwire in the U.S. District Court for the Western District of Washington.
The complaint generally alleges we slow network speeds when network demand is highest and that such netwerk management violates our agreements with subscribers
and is contrary o the company s advertising and marketing claims. Plaintiffs also allege that subscribers do not review the Terms of Service prior to subscribing, and
when subscribers cancel service due to network management, we charge an ETF or restocking fee that they claim is unconscienable under the circumstanges. The claims
asserted include violatiens of the Computer Fraud and Abuse Act, breach of contract, breach of the covenant of good faith and fair dealing and unjust enrichment.
Paintiffs seek class certification; unspecified damages and restitution; a declaratory judgment that Clearwire’s ETF and restocking fee are uncenscionable under the
allegad circumstances, an injunction prohibiting Clearwire from engaging in alleged deceplive marketing and from charging ETFs; interest; and attomeys’ fees and costs.
Plaintiff had indicated that it will file an Amended Complaint adding additicnal class representatives by March 3, 201 1. If the Amended Complaint is filed, Clearwire’s
responsive maotions are due March 31, 201 1. This case is in the early stages of litigation, its outcome is unknown and an estimate of any potential loss cannot be made at
this time.

In addition to the matters described above, we are often involved in certain other proceedings which seek monetary damages and other relief. Based upon
information currently available to us, none of these other ciaims are expected o have a material adverse effect on our business, financial condition or results of operaticns.

Indemnification agreements — We are currently a party tc indemnification agreements with cenain officers and each of the members of our Board of Directors. No
liabilities have been recorded in the consolidated balance sheets for any indemnification agreements, because they are net probable nor esimable.

13, Share-Based Payments

In connection with the Closing, we assumed the Old Clearwire 2008 Stock Compensatien Plan, which we refer to as the 2008 Plan, the Old Clearwire 2007 Stock
Compensation Plan, which we refer to as the 2007 Plan, and the Old Clearwire 2003 Stock Option Plan, which we refer to as the 2003 Plan. Share grants generally vest
ratably over four vears and expire no later than ten years after the date of grant. Grants to be awarded under the 2008 Plan will be made available at the discretion of the
Compensation Committee of the Board of Directors from authorized but unissued shares, authorized and 1ssued shares reacquired, or a combination thereof At
December 31, 2010, there were 55,324,492 shares available for grant under the 2008 Plan, which authorizes us to grant incentive stock options, non-qualified stock
options, stock appreciation rights, restricted steck, restricted stock units, and other stock awards 1o our employees, directors and consultants. With the adoption of the
2008 Plan, no additional stock options will be granted under the 2007 Plan or the 2003 Plan

Share-based compensation expense is based on the estimated grant-date fair value of the award and 1s recognized net of estimated forfeitures on these shares
expected to vest over a graded vesting schedule on a straight-line basis over the requisite service peried for each separately vesting portion of the award as if the award
was, in-substance, multiple awards

Rextricted Stock Units

In connection with the Transactions, all Old Clearwire restricted siock units, which we refer 1o as RSUSs, issued and outstanding at the Closing were exchanged on a
one-for-one basis for RSUs with equivalent terms. Following
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the Closing, we granted RSUs to cectain officers and employees under the 2008 Plan. All RSUs generaily vest over a four-year period. The fair value of our RSUs is
based on the grant-date fair market value of the common stock, which equals the grant date market price.

A summary of the RSUI activity for the vears ended December 31, 2010, 2009 and 2008 is presented below:

Weighted-
Number of Avernge
RSL's Grant Price

Rastrigted stock units cutstanding — January 1, 2008 —

Restricted stock units acquired in purchase accounting — November 28, 2008 3,216,500 % 13.1%
Granted 716,000 410
Forfested (43,000) —
Released (508,068) 518
Cancelled {108,777} —

Restricted stock units outstanding — December 31, 2008 3,272,625 ¢ 13.19
Granted 19,938,677 439
Forfeited (1,217,857} 517
Released (1,140,251) 6.95
Cancelled — —

Restricted stack units outstanding — December 21, 2009 11,853,194 % 4.60
Granted 10,523,277 6.71
Forfeited (3,613,124) 5.355
Released (4,087,694) 422
Cancelled = _

Restricted stock units outstanding — December 31, 2010 14,675,653 3 599

The total fair value of grants during 2010, 2009 and Z008 was $70.6 million, 348.0 million and $2.9 million, respectively. The intrinsic value of RSUs released
during the years ended December 31, 2010, 2009 and 2008 was $29.5 million, $7.9 million and $3.2 million, respectively. As of December 31, 2010, there were
14,675,653 RSUs outstanding and tolal untecognized compensation cost of approximately $50.3 million, which is expected to be recognized over a weighted-average
pericd of approximately 1.6 years.

For the years ended December 31, 2010, 2009 and 2008, we used a forfeiture rate of 7.15%, 7.75% and 7 50%, respectively, in determining compensation expense
for RSUs.

Stock Options

In connection with the Transactions, all Old Clearwire stock options 1ssued and outstanding at the Closing were exchanged on a one-for-one basis for stock options
with equivalent terms. Following the Closing, we granted cptions to certain officers and employees under the 2008 Plan. All options generally vest over a four-year
period. The fair value of option grants was estimated on the date of grant using the Black-Scholes option pricing model.
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A summary of option activity from January 1, 2008 through December 31, 2010 is presented below:

Weighted-
Avernge Aggregate
Weighted- Remaining Iniriogk
Average Contracneal Value As of
Number of Exercise Term 1273112010
Optians Price (Years} (In millions}
Options outstanding — January 1, 2008 e
Options acquired in purchase accounting — November 28, 2608 19,063,614 8 14.38
Granted 425,000 4.10
Forfeited {337,147) 11.64
Exercised (9,865) 3.00
Options outstanding — December 3§, 2008 19,171,601 % 14.21 6.36
Granted 7,075,000 4.30
Forfeited (4,084,112) 1513
Exercised (624,758) 351
Qptions outstanding — December 31, 2009 21,537,731 § 11.09 639
Granted 996,648 137
Forfeited (3,007,855) 12.79
Exarcised (3,083,243) 4.44
Options owtstanding — December 31, 2010 16,443,241 ¢ 11.80 5.69 1.7
Vested and expected to vest — December 31, 2010 15,773,721  § 12.01 5.56 7.2
Exercisable outstanding — December 31, 2010 11074772 g 13.93 468 33

The intrinsic value of options exercised during the years ended December 31, 2010, 2009 and 2008 was $10.5 millicn, $2.3 million and $15,000, respectively.
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Information regarding stock oplions outstanding and exercisable as of December 31, 2010 is as follows:

Options Owtstanding Options Exercisahle
Weighted
Avernge
Contractual Weighted Weighled
Life Average Avernge
Number of Remaining Esercise Number of Exercise
Exercive Prices Oprions {Years) Price Opticras Price
$2.25 —$3.00 454,701 125 % 2.86 454,701 3 286
$3.03 2,902,000 816 303 52,000 3.03
$353 — 8545 562,625 6.61 434 237,875 4.31
$6.00 2,025238 354 6.00 2,026,238 6.00
$6.07 — $7.66 1,940,656 8.64 713 410,625 7.24
$7.87 —$15.00 2,241,589 516 11.78 1,338,283 13.26
$16.02 138,625 2.60 16.02 125,875 16.02
£17.41 1,768 442 3.55 1711 1,346,218 1721
$18.00 — $20.16 1,667,621 450 18.0% 1,663,871 18,08
$23.36—2533 2,737,744 554 24.25 2,516,086 2427
Total 16,443 241 569 § 11.80 11,074,772 § 13.93

The fair value of each option grant is estimated on the dawe of grant using the Black-Scheles aptien pricing model using the following assumptions for the years
ended December 31, 2010, 2009 and 2008:

Year Ended December 3,
2010 2 2048
Expected volatility 58 80%-62.22% 63.35%-67.65% 66 52%
Expected dividend yield — — —
Expected life (in years) 625 4/6/1975 475
Risk-free interest rate 2.00%-3.15% L.36% - 2.98% 1.93%
Weighted average fair value per option at grant date 5 427 % 263 % 224

The fair value of option grants in 2610 and 2009 was $4.3 million and $18.6 million, respectively. In addition to options issugd in exchange as pant of the
Transactions, the fair value of option grants during 2008 was $954,000. The total fair value of options vested during, the years ended December 31, 2010, 2009 and 2008
was $9.8 mllien, $5.8 million and $815,000, respectively. The total unrecognized share-based compengation costs refated to non-vested stock options outstanding at
December 31, 2010 was approximately $5.8 million and 1s expected 10 be recogmized over a weighted average period of approximately 1.3 years.

For the years ended December 31, 2010, 2009 and 2008, we used a forfeiture rate of 10.09%, 12.66% and 12.66% respectively, in determining compensation
expense for optiong
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Share-based compensation expense recognized for all plans for the years ended December 31, 2010, 2009 and 2008 is as follows (in thousands):

Year Ended December 31,
010 2009 2009
Options $ 16,749 % 63% 3§ 2,371
RSUs 30,582 20,091 1,292
Sprint Equity Compensation Plans 204 1,035 2,802

3 47,535 % 27512 % 6,465

During the years ended December 31, 2010, 2009 and 2008, we recorded $10.9 million, $2.4 million and 50, respectively, of additional compensation expense
related 1o the accelerated vesting of options and RSUs.

Sprint Equity Compensation Plans

In connection with the Teansactions, certain of the Sprimt WiMAX Business employees became employees of Clearwire and currently hold unvested Sprint stock
options and RSUs in Sprint’s equity compensation plans, which we refer ta collectively as the Sprint Plans. The underlying share for awards issued under the Sprint Plans
is Sprint common stock. The Sprint Plans allow for continued plan participation as long as the empleyee remains employed by a Sprint subsidiary or affiliate. Under the
Sprint Plans, options are generally granted with an exercise price equal to the market value of the underlying shares on the grant date, generally vest over a period of up to
four years and have a contractual term of 1en years. RSUs generally have both performance and service requirements with vesting periods ranging from cne to three years.
RSUs granted after the second quarter 2008 included quarterly performance targets but weré not granted until performance targets wers met. Therefore, at the grant date
these awards only had a remaining service requirement and vesting period of six months following the last day of the applicable quarter. Employees who were granted
RSUs were not required 16 pay for the shares but generally must remain employed with Sprint or a subsidsary, until the restrictions lapse, which was typically three years
or less. At December 31, 2010, there were 35,257 unvested options and 66,451 unvested RSUs outstanding.

The share-based compensation associated with thess employees is incurred by Sprint on our behalf Sprint provided us with the fair valug of the options and RSUs
for each reporting period, which must be remeasured based on the fair value of the equity instruments at each reporting period until the instruments are vested. Total
unrecognized share-based compensation costs related to unvested stock options and RSUs outstanding as of December 31, 2010 was $6,000 and $27,000, respectively,
and is expected to be recognized over approximately one year.

14. Stockholders’ Equity
Cluss A Comman Stock

The Class A Common Stock represents the commaon equity of Clearwire, The holders of the Class A Common Stock ar¢ entitied to one vote per share and, as a
class, are entitled to 100% of any dividends or distributions made by Clearwire, with the exception of certain minimal liquidation rights provided to the Class B Common
Stockholders, which are described belew. Each share of Class A Common Stock participates ratably in proportion to the total number of shares of Class A Commen Stock
issued by Clearwite. Holders of Class A Commen Stock have 100% of the economic interest in Clearwire and are considered the controlling interest for the purposes of
financial reporiing

Upon liquidation, dissclution or winding up, the Class A Commaon Stock will be entitled to any assets remaining after payment of all debts and liabilities of
Clearwire, with the exception of cerlain minimal liquidation rights provided to the Class B Common Stockholders, which are described below.
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Class B Common Stock

The Class B Common Stock represents non-economic voting interests in Clearwire, and helders of this stock are considered the non-controlling interests for the
purposes of financial reporting. Ldentical to the Class A Common Stack, the halders of Class B Common Stock are entitled to ene vote per share. However, they do not
have any rights 1o receive distributions other than stock dividends paid proparticnally to each outstanding Class A and Class B Common Stockholder er upon liquidation
of Clearwire, an amount equal to the par value per share, which is $0.0001 per share.

Each holder of Class B Common Stock holds an equivalent number of Clearwire Communications Class B Common Interests, which, in substance, reflects their
economic stake in Clearwire. This 1g accomplished through an exchange feature that provides the holder the right, at any time, to exchange one share of Class B Comrmon
Stock plus one Clearwire Communications Class B Common Interest for one share of Class A Common Stock.

Private Placement

On November 9, 2009, we entered into an investment agreement, which we refer to as the Investment Agreement, with each of Sprint, Comeast Corporation, which
we refer to as Comcast, Intel Corporation, which we refer to as Intel, Time Warner Cable Inc., which we refer to as Time Warner Cable, Bright House Networks, LLC,
which we refer 1o as Bright House, and Eagle River Holdings LLC, which we refer to as Eagle River, who we collectively refer to as the Panticipating Equityholders,
providing for additional equity investments by the Participating Equityholders and new debt investments by certain of these investors. The Investment Agreement sets
forth the terms of the transactions pursuant to which the Participating Equityholders invested in Clearwire Communications an aggregate of approximately $1.564 billion
m exchange for 213,369,711 shares of Clearwire Communications nen-veting Class B Common [nterest and Clearwire Communications voting interests, which we refer
to as the Private Placement, and the investment by certain of the Participating Equityholders in Rollover Notes.

The Private Placement was consummared in three closings. On November 9, 2009, the Participating Equityhelders contributed in aggregate approximately
$1.057 billion in cash in exchange for 144,231,268 Clearwire Communications Class B Common Interests, and Clearwire Cemmunications voting interests, which we
collectively refer to as Clearwire Communications Interests, pro rata based on their respective investment amounts. We refer to this closing as the First Investment
Closing. On December 21, 2009, the Participating Equityholders contributed in aggregate approximately $440.3 million in cash in exchange for 60,066,822 Clearwire
Communications Interests. We refer to this ¢losing as the Second Investment Closing. On March 2, 2010, the Participating Equityholders contributed in aggregate
approximately $66.5 million in cash in exchange for 9,071,621 Clearwire Communications Interests. We refer to the consummation of this purchase as the Third
Investment Closing,

In the Private Placement, the Participating Equity holders agreed to invest in Clearwire Communications a total of $1.564 billion in exchange for Clearwire
Communications Interests in the following amounts (in millions, except for Interests):

Tavestor luvestment Laterests
Sprint 3 1,176.0 160,436,562
Comcast 196.0 26,736,427
Time Warner Cable 1030 14,051,841
Bright House 199 2,592 087
Intel 50.0 6,821,282
Eagle River 200 2,728,512
3 1,564.0 213,369,711
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Immediately following the receipt by the Participating Equityhelders of Clearwire Communications Interests, each of the Participating Equityholders agreed to
contribute Lo Clearwire its Clearwire Communicatipns voting interests in exchange for an equal number of shares of Clearwire’s Class B Common Steck, par value
$0.0001 per share.

Under the Investment Agreement, in exchange for the purchase by Sprint, Cemeast, Time Warner Cable and Bright House of Clearwire Communications Class B
Commaon Interests and Clearwire Communications Voting Interests in amounts exceeding certain amounts stipulated in the Investment Agreement, Clearwire
Communications agreed to pay a fee, which we refer to as an Over Allotment Fee, equal to the following amounts. Such fee is payable in cash, or Clearwire
Communications Class B Common Interests and Clearwire Communications Voting Interests, at the option of the Participating Equityholder:

Tavestor Over Alniment Fee

Sprint $ 18,878,934
Comcast $ 3,135%11
Time Warner Cable s 1,659,287
Bright House ) 315,325

At the Second Investment Closing, Clearwire Communications delivered a portion of the Over Allotment Fee, $6.9 million in cash and $8.5 milljon in Clearwire
Communications Class B Common Interests, valued at $7.33 per interest, and an equal number of Clearwire Communications Veting Interests to Sprint, $2.7 millien in
cash to Comcast, $1.4 million in cash to Time Wamer Cable and $275,000 in cash to Bright House. At the Third Investment Closing, Clearwire Communications paid the
remaining Over Allotment Fee of $3.2 million, in the aggregate. Clearwire Communications delivered the applicable Over Allotment Fee te Sprint, one-half in cash and
one-half in the form of Clearwire Communications Class B Commen Interests valued at $7.33 per interest and an equal numbser of Clearwire Communications Voting
Interests, and to Comeast, Time Warner Cable and Bright House Netwerks in cash.

Clearwire holds ail of the outstanding Clearwire Comrnunications Class A Common Interests, and all the outstanding Clearwire Communications voting interests,
representing 25% of the economics and 100% of the voting rights of Clearwire Communications as of December 31, 2010

The following table lists the interests in Clearwire as of December 31, 2010:

Class A Common Clnas B Commun

Clan A Stock Y Clws B Commun Stock % Total
Investor Cotminen Stock Outatamiling Stock(1} o i Total Guntanding
Sprint — — 531,724,348 71.5% 531,724,348 53.9%
Comcast — —_— 88,504,132 11.9% 88,504,132 8.9%
Time Warner Cable — — 46,404,782 6.2% 46,404,782 4.7%
Bright House —_ — 8,474,440 1.1% 8,474,440 0.9%
Intel 36,666,666 15.1% 65,644 812 8.9% 102,315,478 10.2%
Eagle River 35,922 658 14.7% 2,728,512 0.4% 38,651,470 3.9%
Google Inc. 29,411,765 12.1% — - 29,411,765 3.0%
Other Shareholders 140,954,238 57.9% — — 140,954,238 14.3%
CW Investment Holdings LLC 588,235 0.2% — —_ 588,235 0.1%

243,543,862 100.0% 743,481,026 100.0% 987,024,888 100.0%

(1) The helders of Class B Common Stock hold an equivalent number of Clearwire Communications Class B Commeon Interests.
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Sprint and the Investors, other than Google, Inc., which we refer to as Google, cwn shares of Class B Commeon Stock, which have equal voting rights to Clearwire’s
$0.0001 par vatue, Class A Common Stock, but have only limited economic rights. Unlike the holders of Class A Common Stock, the holders of Class B Commeon Stock
have no right to dividends and no right to any proceeds on liquidaticn other than the par value of the Class B Commen Stock. Sprint and the Investors, other than Geogle,
hold their economic rights through ownership of Clearwire Communications Class B Common Interests. Google owns shares of Class A Common Stock.

Under the Investment Agreement, Clearwire committed to a rights offering, pursuant 1o which rights to purchase shares of Class A Common Stock were granted to
cach holder of Class A Comman Stock along with certain participating securities as of December 17, 2009, which we refer 1o as the Rights Offering, We distributed
subscription rights which were exercisable for up 1o 93,903,300 shares of Class A Common Stock. Each subscription right entitled a shareholder to purchase
0.4336 shares of Class A Common Stack at a subscription price of $7.33 per share. The subscription rights expired if they were not exercised by June 21, 2010. The
Participating Equityholders and Google waived their respective rights te participate in the Rights Offering with respect to shares of Class A Common Stock they each heid
as of the applicable record date. In connection with the Rights Offering, rights to purchase 39.6 million shares of Class A Common Stock were exercised for an aggregate
purchase price of $290.2 million.

Clearwire Communications fnterests

Clearwire is the sole holder of voting interests in Clearwire Communications, As such, Clearwire contrels 100% of the decision making of Clearwire
Communicatiens and consolidates 100% of its operations Clearwire alsa holds all of the outstanding Clearwire Communications Class A Common Interests representing
25% of the econamics of Clearwire Communications as of December 31, 2010, The helders of the Class B Common Enterests own the remaining 75% of the economic
interests. The following shows the effects of the changes in Clearwire’s ownership interests in Clearwire Communications (in thousands):

Perind From
November 2%,
Year Ended Year Ended 2008 ro
December 31, December 31, December 31,
210 1008 218
Net loss atizibutable to Clearwire $ {456,875) § (319,199) % (29,621)
Decrease in Clearwire’s additional paid-in capital for igsuance of Class A and B Cemmeon Stock related to
the post-clesing adjustment — (33,632) =
Decrease in Clearwire’s additional paid-in capital for 1ssuance of Class B Cemmon Stock (64,569} (140,253} —
Increase in Clearwire’s additional paid-in capital for issuance of Class A Common Stock 301,845 17,957 161
Other effects of changes in Clearwire’s additional paid-in capital for issuance of Class A and Class B
Commuon Stock 145 785 — —
Change from net loss attributable to Clearwire and transfers to non-cortrolling interests 3 {113.810) § (475,127) § (29,460)

The non-voting Clearwire Cemmunication units are designated as either Clearwite Communigations Class A Common Interests, all of which are held by Clearwire,
or Clearwire Communicaticns Class B Common Interests, which are held by Sprint and the Investors, with the exception of Google. Both ¢lasses of non-voting Clearwire
Communication units participate in distributions of Clearwire Communications on an equal and proportionate basis.
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Each holder of Clearwire Communications Class B Common Interests holds an equivalent number of shares of Clearwire™s Class B Commaon Stock and will be
entitled at any time 1o exchange one share of Class B Common Stock plus one Clearwire Communications Class B Cemmon Interest for one share of Class A Common
Stock

It i5 intended that at all times, the number of Clearwire Communications Class A Commaon Interests held by Clearwire will equal the number of shares of Class A
Common Stock issued by Clearwire. Similarly, it is intended that, at all times, Sprint and each Investor, except Google, will hold an equal number of shares of Class B
Common Stock and Clearwire Communications Class B Common Interests.

Dividend Policy

We have not declared or paid any cash dividends on Class A or Class B Common Stack since the Closing. We currently expect to retain future earnings, if any, for
use in the operations and expansion of our business. We do not anticipate paying any cash dividends in the foreseeable future. In addstion, covenants in the indenture
governing our Senior Secured Notes impose significant restrictions on our ability to pay cash dividends to our stockholders. The distribution of subscription rights as pant
of the Rights Offering represents a stock dividend distribution.

Nen-controlling Interests in Clearwire Communications

Clearwire Communications is consolidated into Clearwire because we hold 100% of the voting interest in Clearwire Communicaticns. Therefore, the hotders of the
Clearwire Communications Class B Common Interests represent non-controlling interests in a consolidated subsidiary. As a resuilt, the income (loss) consolidated by
Clearwire is decreased in proportien to the outstanding non-comtrolling interests. As of December 31, 2010, at the Clearwize level, non-centrolling interests represent
approximately 75% of the non-econaomic voting interests.

Warrants

All Old Clearwire warrants issued and cutstanding at the Closing were exchanged on a one-for-one basis for warrants o purchase our Class A Common Stock with
equivalent terms. The fair vatue of the warrants exchanged of §18.5 million was included in the calculation of purchase consideration using the Black-Scholes option
pricing model and a share price of $6.62. Holders may exercise their warrants at any time, with exercise prices ranging from $3.00 to $48.00. Old Clearwire granted the
holders of the warrants registration rights covering the shares subject to 1ssuance under the warrants. As of December 31, 2010, there were 16,031,219 warrants
cutstanding with an expiration date of May 17, 2011, 1,400,001 warrants outstanding with an expiration date of March 12, 2012 and 375,000 warrants outstanding with an
expiration date of November 13, 2012,
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15, Net Loss Per Share
Basic Net Loss Per Share

The ne1 loss per share attributable to holders ef Class A Common Stock is calculated based on the following information (in thousands, except per share amounts):

Period From
November 19,
Year Ended Year Ended 2008 to
D ber 31, D her 3, Decermher 31,
010 1009 1008
Net loss s (2,303,094) $ (1,253,846) § {189,654}
Non-controlling interests in net loss of consolidated subsidiaries 1,815,657 928,264 159,721
(487,437) (325,582) (29,933)
Distribution to warrant and restricted steck unit holders = (9,491) —
Net loss attributable 1o Class A Common Stockholders $ {487,437 § (335,073) % {29,933)
Weighted average shares Class A Common Stock outstanding 222,527 194,696 189,921
Net less per share 5 (219} % (a7 s (0.16)

The subscription rights we distributed on December 21, 2009 to purchase shares of Class A Common Stock 1o Class A Commen Stockholders of record on
December 17, 2009, warrant holders, and certain holders of R§Us represent a dividend distribution. Certain Participatng Equityhelders and Google, who were Class A
Common Stockholders of record holding approximately 102 million shares and entitled to the subscription rights, agreed not to exercise or tansfer their rights. The fair
value of the rights distributed was $57 5 million or $0.5] per share of Class A Common Stock. Certain outstanding warrants meet the definition of participaling securities
as their terms provide for participation in distributions with Class A Common Stock prior to exercise. Therefore, the two-class methed is used to compute the net loss per
share and as a result, the fair value of the rigts distributed ¢ the warrant and RSU holders of $9.5 millicn increased the net loss attributable to Class A Cormmon
Stockholders.

Diluted Net Loss Per Share

The potential exchange of Clearwire Communications Class B Common Interests together with Class B Common Stock for Class A Common Steck will have 2
dilutive effect on diluted net loss per share due to certain tax effects. That exchange would Tesult in both an increase in the number of Class A Common Steck outstanding
and a correspanding increase in the net loss anributable to the Class A Common Stockhelders through the elimination of the nen-contralling interests’ allocation. Further,
to the extent that all of the Clearwire Communications Ciass B Common Interests and Class B Common Stock are converted to Class A Common Stock, the Clearwire
Communications partnership structure would no tonger exist and Clearwire would be required to recognize a tax provision related 1o indefinite lived intangible assets.

Shares issuable upon the canversion of the Exchangeable Netes were included in the computation of diluted net loss per share for the year ended December 31,
2010 on an “if converted” basis since the result was dilutive. For purpose of this computation, the change in fair value of the Exchange Options and interest expense on
the Exchangeable Notes, were reversed for the period.
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Net loss per share attributable to holders of Class A Common Stock on a diluted basis, assuming conversion of the Clearwire Communications Class B Common
Interasts and Class B Common Stock and conversion of the Exchangeable Notes, is calculated based on the following information {in thousands, except per share
amounts)

Feviod From
Novemier 19,
Yeur Ended Year Entied 2608 w0
December 31, December M, December 31,
2014 2009 2008
Net loss attributable to Class A Common Steckhelders $ (487,437y § {335,073) % (29,933}
Non-controlling interests in net less of consolidated subsidianes (1,815,657} (928,264} (159,721}
Tax adjustment resulting from dissolution of Clearwire Communications 27117 {27.356) (4,158)
Reversal of gain on Exchange Options and Exchangeable Notes interest expense, upon éxchange of
notes (58,296) — _

Net loss available to Class A Comman Stockholders, assuming the exchange of Class B to Class A

Cemmon Stock and convarsion of the Exchangeable Notes 1 (2,388,507) % {1,290,653) § (§93,812)

Weighted average shares Class A Common Stock outstanding 222,527 194,696 184,921
Weighted average shares converted from Class B Comman Stack outstanding 741,962 546,373 505,060
Weighted average shares converted from the Exchangeable Notes 6,276 — —
Total weighted average shares Class A Commaon Stock outstanding (diluted) 970,765 741,071 694,921
Net loss per share s (246) § 1.79) % {0.28)

Higher net loss per share on a diluted basis is due to the hypothetical loss of partnership status for Clearwire Communications upon conversion of all Clearwire
Communications Class B Common Interests and Class B Common Stock and the conversien of the non-controlling interests discussed above as well as the hypothetical
conversion of the Exchangeable Notes.

The diluted weighted average shares did not include the effects of the following potential common shares as their inclusion would have been antidilutive {in

thousands}:

Period From
November 29,
Yeur Eaded Year Ended THIE to
December 31, December 31, December 31,
2010 2y 2008

Stock options 18,380 22,154 19317
Restricted stock units 12,414 3,488 3,054
Warrants 17,806 17,806 17,806
Subscription rights 22,637 — —
Contingent shares 1,519 12,747 28 824
72,776 62,195 69,001
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The contingent shares for the year ended December 31, 2010 relate to Clearwire Communications Class B Commor: Interests and Clearwire Communications
voting interests that were issued to Participating Equityholders upon the Third Investment Closing, as such interests can be exchanged for Class A Cemmon Stack.

The contingent shares for the year ended December 31, 2009, primarily relate to Clearwire Communications Class B Common Interests and Clearwire
Communications volting interests that were 1o be issued to Participating Equityholders upon the Second and Third Investment Closings as such interests, on a combined
basis, can be exchanged for Class A Common Stock. The Second Investment Closing was Degember 21, 2009 The Third Investment Closing was March 2, 2010

The contingent shares for the year ended December 31, 2008, relate 10 purchase price share adjustment of 28,235,294 million shares of Class A Common Stock and
equity issuance 1o CW Investment Holdings of 588,235 shares of Class A Commen Stock, all of which were issued in February of 2009.

We have calculated and presented basic and diluted net loss per share of Class A Commaon $1eck. Class B Common Stock net loss per share is not calculated since it
does not contractually participate in disributions of Clearwire. Prior to the Closing, we had no equity as we were a whelly-owned division of Sprint. As such, we did not
calculate or present net loss per share for the period from January 1, 2008 tc November 28, 2008

16, Rusiness Segments

Information about operating segments is based on our internal organization and reporting of revenue and operating income (loss) based upen internal accounting
methods. Operating segments ar¢ defined as components of an enterprise about which separate financial information is available that is evaluated regularly by the chief
operating decision maker, or decision making group, in deciding how te allocate resources and in assessing performance. Our chief operating decision maker is our Chief
Executive Officer As of December 31, 2010, 2009 and 2008, we have identified two reportable segments: the United States and the international businesses.

We report business segment information as follows (in thousands):

Year Ended December 31, 2010

Vaited Siaiea Twternational Total
Revenues:
Retail revenue § 480,761 % 21,532 % 502,293
Wholesale revenue 50,592 — 56,593
Other revenue 3,749 191 3,940
Total revenues 535,103 21,723 556,826
Cost of goods and services and network costs (exclusive of items shown separately below) 912,774 14,681 927,455
Operating expenses 1,327,565 50,573 1,378,138
Depreciation and amortization 453,966 12,146 466,112
Total eperating expenses 2,694,305 77,400 2,771,705
Operating loss $ (2,159,202) 3§ {55,677} (2,214,879)
Other income (expense}, net (38,371)
Income tax benefit 136
Net loss {2,303,094)
Non-controlling interest 1,815,687
Net loss attributable to Clearwire 3 (487,437)
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Year Ended December 31, 2009
United States Infersational Totl
Revenues:
Retail revenue s 238687 3 neR6 3 269,373
Wholesale revenue 2,503 — 2,503
Other revenue 1,608 974 2,582
To1al revenues 242,798 31,660 274,458
Cost of goods and services and network costs (exclusive of items shown separately below) 410,849 17,499 428,348
Operating expenses 780,266 40,924 821,190
Depreciaticn and amortization 190,273 17,990 208,263
Total operaling expenses 1,381,388 76,413 1,457,801
Operating loss $ (1,138590) $ (44,753) (1,183,343)
Other income (expense), net {69,791)
Income tax provision (7112)
Net lass (1,253,84¢)
Non-controlling interest 928,264
Net loss attributable to Clearwire ] (325,582}
Year Ended December 31, 2006
Vaited Stares Luteroationnl Toinl
Revenues.
Retail revenue $ 17,775 % 2714 % 20,489
Wholesale revenue —_ = —
Other revenue = = —
Total revenues 17,775 2,714 20,489
Cost of goods and services and network costs {exclusive of items shown separately below} 131,192 1,333 132,525
Operating expenses 236,468 3,468 236,936
Transaction related expenses 82 960 — 82,960
Depraciation and amortization 56,074 2,072 58,146
Total operating expenses 306,654 6,873 513,567
Operating loss ¥ (483,919) $ (4,139) (493,078)
Ohher income (expense), net (37.662)
Inceme tax provision (61,607}
Net loss (592,347)
Non-¢ontrolling interest 159,721
Net loss atiribntable to Clearwire 8 {432,626}
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Yeur Enfled December 31,

201D 2009 2008
Capital expenditures
United States 3 2654612 % 1533918 % 573,537
International 10,138 6,112 1,420
3 2,664,750 % 1,540,030 § 574957
Pecember 31,
2010 2009
Total assets
United States 3 16,921,885 3 11,115,815
International 113,601 152,038

3 11,040,486 11,267,853

17, Related Party Transactions

We have a number of strategic and commercial relationships with third parties that have fiad a significant impact or our business, operations and financial results.
These relationships have been with Sprint, the Invesiors, Eagle River, Switch & Data, Inc., Dashware, Inc., Motorcla, Inc. and Bell Canada, as well as others discussed
below, all of which are or have been related partics. Some of these relationships include agreements pursuant to which we 3¢ll wirsless broadband services to certain of
these related parties on a wholesale basis, which such related parties then resell to each of their respective end user subscribers. We seil these services at terms defined in
our contractual agreements.

The following amounts for related party transactions are included in our consolidated financial statements (in thousands):

December 31,

2010 2009
Accounts receivable 3 22,297 % 3,221
Accounts payable and accrued expenses s t,161 % 22,524

Year Eaded December 31,

00 2009 2008
Revenue 5 50,808 % 2,230 § —
Cost of goods and services and network costs (inclusive of capitalized costs) (COGS) § 104883 § 75283 § J18331
Selling, general and administrative {(SG&A) 5 7,156 8 10,773 % 95,840
Total contributions and advances from Sprint 3 — 3 — § 451,925

Roll, Notes — In co on with the issuance of the Senior Secured Notes, on November 24, 2008, we also sssued $252.5 million of notes to Sprint and

Comcast with identical terms as the Senior Secured Notes. The praceeds from the Rollover Notes were used to retire the principal amounts owed to Sprint and Comcast
under our Senior Term Loan Facility, From time to time, other related parties may hold debt under our Senior Secured Notes, and as debtholders, would be entitled to
receive interest payments from us.

Sprint Pre-Closing Finuncing Amount and Amended Credit Agreement — As atesult of the Transactions, we assumed the liability to reimburse Sprint for the
Sprint Pre-Closing Financing Amount. We were required to pay $213.0 million, plus related interest of $4.5 million, to Sprint in cash on the first busingss day after the
Closing, with the remainder added as the Sprint Tranche under the Amended Credit Agreement for our senior term loan facility in
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the amount of $179.2 millien. During 2009, we repaid our senior term loan facility with proceeds from our Senior Secured Notes and Rollover Notes

Sprint — Sprint assigned, where possible, certain costs 1o us based on our actual use of the shared services, which included office facilities and management
services, including treasury services, human resources, supply chain management and other shared services, up through the Closing. Where direct assignment of costs was
not passible or practical, $print used indirect methods, including time studies, to estimate the assignment of its costs to us, which were allocated to us through a
management fee. The allacations of these costs were re-evaluated periodically. Sprint charged us management fees for such services of $171.1 million in the year ended
December 31, 2008. Additionally, we have entered into lease apreements with Sprint for various switching faciiitics and ransenatter and recetver sites for which we
recorded rent expense of $36.4 million in the year ended December 31, 2008

Relationships among Certuin Stockholders, [Yirectors, and Officers of Clearwire — Sprint, through a wholly-awmed subsidiary Sprint HoldCo LLC, owns the
largest interest in Clearwire with an effective voting and economic interest in Ciearwire of approximately 54%, and the Investors collectively awmed a 28% interest in
Clearwire.

Eagle River is the holder of 35,922,958 shares of our outstanding Class A Common Stock and 2,612,516 shares of our Class B Common Stack, which represents an
approximate 4% ownership interest in Clearwire. Eagle River Inc., which we refer to as ERI, is the manager of Eagle River. Each entity is controlled by Craig McCaw, a
former director of Clearwire. Mr. McCaw and his affiliates have significant investmenis in other telecommunications businesses, some of which may compate with us
currently or in the future. Tt is likely Mr. McCaw and his affiliates will continue to make additional investments in telecommunications businesses.

As of December 31, 2010, Eagle River held warrants entitling it to purchase 613,333 shares of Class A Common Stock at an exercise price of $15.00 per share with
an expiration date of May 17, 2011, and warrants to purchase 375,000 shares of Class A Common Stock al an exercise price of $3.00 per share with an expiration date of
November 13, 2013,

Certain of our officers and directors provide additionat services to Eagle River, ERI and their affiliates for which sthey are separately compensated by such entities
Any compensation paid 0 such individuals by Eagle River, ERI and/or their affiliates for their services is in addition to the compensation paid by us.

Following the Closing, Clearwire, Sprint, Eagle Raver and the Investors agreed 1o enter inio an equityholders’ agreement, which set forth certain rights and
abligations of the equity holders with respect to governance of Clearwire, transfer restrictions on our commoen stock, rights of first refusal and pre-emptive rights, among
other things. In addition, we have also entered into a number of commercial agreements with Sprint and the Investors which are outlined below

Additionally, the wife of Mr. Salemme, our fermer Executive Vice President, Strategy, Policy and External Affairs, who is now serving as a consultant, is a Group
Vice President at Time Warner Cable. She was not directly invelved in any of our transactions with Time Warner Cable,

Davis Wright Trepuine LLF — The {aw firm of Davis Wright Tremaine LLP serves as our primary outside counsel, and handles a vaciety of corporate,
transactional, tax and litigation matters. Mr. WolfT, who currently sits on our board of directors and is our former Chief Exceutive Officer, is married 10 a partner at Davis
Wright Tremaine LLP. As a partner, Mr Wolf"s spouse is entitled to share in a pertion of the firm's total profits, although she has not received any compensation directly
from us. For the years ended December 31, 2010, 2009 and 2008, we paid $3.2 millien, 4.1 million and $907,000 to Davis Wright Tremaine LLP for legal services,
respectively. This does not include fees paid by Old Clearwire.

Ericsyen, fnc — Ericsson, Inc., which we refer to as Encsson, provides network deploy ment services to us, including site acquisition and construction management
services. Dr. Hossein Eslambolchi, who currently sits on
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our board of directors, had a consulting agreement with Ericsson. As part of his consulting agreement, Dr. Eslambelchi received payments for his services from
Ericsson. He has not received any compensation directly from us related 1o his relaponshap with Ericsson. For the year ended December 31, 2010, we capitalized
£8.9 millicn in costs paid to Ericsson to Network and Base Station Equipment, of which $1.8 million was included in Accounts payable and other current liabilities

Master Site Agreemant — We entered into a master site agreement with Sprint, which we refer 1o as the Master Site Agreement, pursuant to which Sprint and we
established the contractual framewark and procedures for the leasing of tower and antenna collacation sites to each other. Leases for specific sites will be negotiated by
Sprint and us on request by the lessee, The eased premises may be used by the lessee for any activity in connection with the provisian of wireless communications
services, including attachment of antennas to the towers at the sites. The term of the Master Site Agreement 3s ten years from the Closing. The term of each lease for each
specific site will be five years, but the lessee has the right to extend the term for up 1o an additional 20 years. The monthly fee will increase 3% per year. The lessee is also
responsible for the utility costs and for certain additional fees. During the years ended December 31, 2010, 2069 and 2008, we recorded rent expense of $52.7 million,
$28 2 millicn and $2.8 million, respectively.

Master Agreement for Nevwork Services — We entered into a master agreemens for network services, which we refer to as the Master Agreement for Network
Services, with various Sprint affilisted entities, which we refer to as the Sprint Entities, pursuant to which the Sprint Entities and we established the contractual framewaork
and procedures for us to purchase network services from Sprint Entities. We may order various services from the Sprint Entities, including IP network transport services,
data center co-locatian, toll-free services and access 1o the following business platforms: voicemail, instant messaging services, Jocation-based systems and media server
services. The Sprint Entities will provide a service level agreement that is consistent with the service levels provided to similarly situated subscribers. Pricing is specified
in separate product attachments for each type of service; in general, the pricing is based on the mid-point between fair market value of the service and the Sprint Entities’
futly allocated cost for providing the service. The term of the Master Agreement for Network Services is five years, but the lessee will have the right to extend the term for
an additional five years. Additionally, in accordance with the Master Agreement for Network Services with the Sprint Entities, we assumed certain agreements for
backhaul services with certain of the Investors that contain commitments that ¢xiend up to five years.

IT Master Services Agreement — We entered into an IT master services agreement with the Sprint Entities, which we refes 1 as the IT Master Services Agreement,
pursuant to which the Sprint Entities and we established the contractual framework and procedures for us to purchase IT application services from the Sprint Entities. We
may order various [T application services from the Sprint Entities, including hiuman resources applications, supply chain and finance applications, device management
services, data warehouse services, credit/address check, 1T help desk services, repair services applicatiens, customer trouble management, coverage map applications,
network operations support applications, and other services. The specific services requested by us will be identified in Statements of Waork to be completed by the Sprint
Entities and us. The Sprint Entities will provide service levels consistent with the service levels the Sprint Entities previde to their affiliates for the same services. Pricing
will be specified in each separate Staterent of Work for each type of service. The term of the IT Master Services Agreement is five years, but we have the right to extend
the term for an additional five years.

4G MUNO Agreement — We entered into a non-gxclusive 4G MYNO agreement at the Closing with Comeast MVNO IL LLC, TWC Wireless, LLC, BHN
Spectrum Tnvestments, LLC and Sprint Spectrum L.P., which we refer to as the 4G MVNQ Agreement. We sell wireless broadband services to the other parties 1o the 4G
MVNOQ Ageeement for the purposes of the purchasers marketing and reselling cur wireless broadband services to their respective ¢nd user subscribers. The wireless
broadband services to be provided under the 4G MVNO Agreement include standard network services, and, at the request of any of the parties, certain non-standard
network services, We sell these services at prices defined in the 4G MVYNO Agreement. We have been engaged in ongoing
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negotiations with Sprint 10 resolve issues related 10 wholesale pricing for Sprint 4G smarphone usage under our commercial agreements. See Note 12,
Commitments and Contingencies, for further information.

3G MVNQ Agreement — We entered into a non-exclusive 3G MVNO agreement with Sprint Spectrum L.P., which we refer to as the 3G MVNO Agreement,
whereby Sprint agrees to sell its cede division multiple access, which we refer ta as CDMA and mobile voice and data communications service, which we refer to as PCS
Service, for the purpose of resale to our retail customers. The PCS Service includes Sprint’s existing core network services, other network elements and information that
enable a third party 10 provide services over the network, or core network enablers, and subject to certain limitations and exceplions, new core netwaork services, core
network enablers and certain customized services.

Intel Market Development Agreement — We entered into a market development agreement with Intel, which we refer (o as the Intel Market Development
Agreement, pursuant 10 which we committed to deploy mobile WiMAX on our netwerks and to promote the use of certain notebock computers and mobile Intermnet
devices on our networks, and Intel would develop, market, sell and support WiMAX embedded chipsets for use in certain notebook computers and mobile Internet devices
that may be used on our networks. The Inmel Market Development Agreement will last for a term of seven years from the date of the agreement, with Intel having the
option to renew the agreement for successive one year terms up to a maximum of 13 additional years provided that Intel meets certain requiremants. If Intel elects to
renew the agreement for the maximum 20-year term, the agreement will thereafter automatically renew for successive one year renewal periods until either party
terminates the agresment, The agreement may be terminated by either party with 30 days written notice of termination. Under certain circumstances, we will pay to Intel a
portion of the revenues received from certain retail subscribers using certain Intel-based notebock computers, or other mutually agreed on devices on our networks, for a
certain period of time. Subject to certain qualifications, we will pay to Intel activation fees for each qualifying Intel-based device activated on our netwerks during the
initial term

Google Products and Services Agreement — We entered into a products and services agreement with Google, which we refer to as the Google Products and
Services Agreement, pursuant 10 which Google and we will coilaborate on a variety of products and services. Google will provide advertising services 1o us for use with
certain websites and devices, and we will utilize these Google advertising services on an exclusive basis far its retail subscribers. Google will pay us a percentage of the
revenue that Google generates from these advertising services. Google will alsa provide a suite of hosted communications services, including email, instant messaging and
calendar functionality, to us for integration into our desktop portal offering. Furthermore, we wilt support the open-scurce Android platform, will werk with Geogle to
offer certain other Geogle applications, and will explere working with Google on a variety of other patential products and services. The Google Products and Services
Agreement has a term of three years.

Google Spectrum Agreement — We entered into a specirum agreement with Google, which we refer to as the Google Specirum Agreement, pursuant to which we
will make available to Google certain of our excess 2.5 GHz spectrum in various markets for experimental usage by Google, and for development of alternative
applications by third-parties aperating under the direction and approval of Google and us. The third-party use of our spectrum beyond that used for WiMAX technalogy
cannot be 1n a manner that will interfere with our use of our spectrum for WiMAX technology, and will be subject to availability. The revenue generated from the
spectrum usage other than for WiMAX technology will be shared by Google and us. [n addition, beth parties will agree to ferm a joint technology team to manage the
activities outlined in the Google Spectrum Agreement. The Google Spectrum Agreement provides for an init:al term of five years from the date of the agreement. The
Google Spectrum Agreement will be terminable by either party on default of the other party.
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18. Quarterly Financial Information {unaudited)

Summarized quarterly financial information for the years ended December 31, 2010 and 2009 is as follows (in thousands, except per share data):

First Second Third Fourth Total
2010 quarter:
Total revenues 5 106672 F 122521 8§ 146964 § 180669 § 556,826
Operating loss $ (407,165) $ (520,769 § (539,727) § (747,218) ¥ (2.214,879)
Net foss £ (439401) $ (547,142) §  (564,606) $ (751,945) $  (2,303,094)
Ner ioss attributable to Clearwire Corporation $  (94,092) & (125916) $ (1394200 § (123009) $% {487,437y
Net loss to Clearwire Corporation per Class A Common Share
Basic 5 {©047) 3 {06l) % (0.58) % (0.53) % (2.19)
Diluted H {048) % 061y % 0.38) 3 (c81) 3 (2.46)
2009 quarter;
Tetal revenues H 62,137 % 63,594 8 68812 § 79915 % 274,458
Operating loss §(232949) § (241.404) 3 (291.326) § (417664) §  (1,183,343)
Net loss $ (260492} § (264044) $ (305289 % (423921) $§  (1253.846)
Net loss attributable to Clearwire Corporation 3 (Mossy $  (733714) §  (82427) § (98,726} $ (325,582)
Net loss to Clearwire Corporation per Class A Common Share:
Basic $ @3N % (0.38) % 042y s 055 % {1.72)
Diluted 3 (038 § (038) % 043) 8 055 8 {1.74)
19. Parent Company Only Condensed Financial Statements

Utder the terms of agreements governing the indebtedness of Clearwire Communications, a subsidiary of Clemrwire, such subsidiary is significantly restricted from
making dividend payments, loans or advances to Clearwire, The restrictions have resulted in the restricted net assets (as defined in Securities and Exchange Commission
Rule 4-08(e)(3) of Regulation 5-X) of Clearwire’s subsidiary exceeding 25% of the consolidated net assets of Clearwire and its subsidiaries.

The fellowing condensed parent-only financial statements of Clearwire account for the investment in Clearwire Communications under the equity method of
accounting. The financial statements should be read in conjunction with the censolidated financial statements of Clearwire and subsidiaries and notes thereto. As
described in Note 1, Description of Business, Clearwire was formed on November 28, 2008 and therefore, the condensed statement of operation and the condensed

statement of cash flow for 2008 only included activity from November 29, 2008 to December 31, 2008
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Cash and cash equivalent

Other assets

Investments in equily method investees
Total assets

Other liahilities
Stockholders” equity

Total liabilities and stockhalders’ equity
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CLEARWIRE CORPORATION
CONDENSED BALANCE SHEETS

ASSETS

LIABILITIES AND STOCKHOLDERS® EQUITY

F-83

Decenrber 31, Decemiber 31,

2010

2

{In thousanda}

11 5 =

3,321 4,577
1,552,932 1,597,585
1556264 § 1,602,162
1552 11,183
1,554,712 1,590,979
1556264 § 1,602,162




Revenues
Operating expenses
Operating loss
Other income (expense):
Laosgs from equity invesiees
Other income

Total other expense, net
Net loss

CLEARWIRE CORPORATION AND SUBSIDIARIES
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CLEARWIRE CORPORATION
CONDENSED STATEMENTS OF OPERATIONS

Perind From
November 29,
Year Ended Vear Ended 1008 1o
December 31, December 31, December 31,
W10 1009 28
{1n thowsaunds)
5 — 8 — & =
7,283 6,390 312
(7.283) (6,390) (312)
{456,875) (319,199) (29,621)
16,784 1 =
{480,091) (319,192) (29,621)
3 {487,374) § (325,582) § (29,933)
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CLEARWIRE CORPORATION
CONDENSED STATEMENTS OF CASH FLOWS

Period From
November 29,
Yesr Emded Yeur Ended 2016
December 31, December 31, 1o December 31,
pL 24Ky 2008
{In thousands}

CASH FLOWS FROM CPERATING ACTIVITIES:
Net loss 3 (4872374 % {325582) §% (29,931
Adjustments to recencile net loss to net cash used in cperating activities:

Loss from equity investees 496,875 319,159 20624
Changes in assets and labilities, net:

Prepaids and other assets 1,256 (3,980) 150

Other liabilities {10,469) 543 162

Net cash provided (used) in operating activities 288 (9,320) —

CASH FLOWS FROM INVESTING ACTIVITIES:

Investment in equity investees {304,015) (12,196} (500,000)
CASHFLOWS FROM FINANCING ACTIVITIES:

Net advances from Clearwire Comnaunications — 9,820 =

Proceeds from issuance of commaon steck 303,738 12,196 500,000

Net cash provided by financing activities 303,738 22,016 500,000

Net increase in cash and cash eguivalents A — —

Cash and cash equivalents:
Beginning of period
End of period L3 _ 8
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Section 2: EX-10.2 (AMENDMENT 27 TO TERM SHEET EFFECTIVE JANUARY 1,
2010)

EXHIBIT 10.2,6

AMENDMENT TWENTY-SEVEN TO THE
TERM SHEET FOR SUBSCRIBER UNITS AND SERVICES AGREEMENT BETWEEN
NEXTEL COMMUNICATIONS, INC. AND MOTOROLA, INC.

This Amendment Twenty-Seven to the Term Sheet for Subscriber Units and Services (“Amendment™) will be deemed effective as of January 1, 2010
(“Effective Date”) between MOTOROLA, INC., a Delaware corporation, with offices at 3000 West Sunrise Boulevard, Plantation, FL 33322 {“Motorola™), and
NEXTEL COMMUNICATIONS, INC. a Delaware corporation, with offices st 2001 Edmund Halley Drive, Reston, VA 20191 (“Sprint” or “Nextel”) with
Sprint / United Management Company as agent for Nextel Communications, Inc. and its Affiliates; (Motorola and Nextel to be collectively referred to as the
“Parties” and each a “Pariy™).

WHEREAS, Motorola and Sprint entered into the Term Sheet tor Subscriber Units and Services dated as of the 31st day of December 2003, as amended (the
“Handset Term Sheet” or “Agreement”); and

WHEREAS, Motorala and Sprint wish 16 make certain amendments to the Handset Term Sheet 1o reflect agreement 1o certain business terms intended to be
effective prior to execwtion of a master sales agreement;

NOW, THEREFORE, in consideration of the promizas and mutual obligations contained herein and for other good and vajuable consideration, the receipt
and sufficiency of which are hereby mutually acknowledged, Motorola and Sprint agree as follows:
1 General
1.1 Except as set forth herein, all capitalized terms not defined herein will have the meanings given to them in the Handset Term Sheet
1.2 Al references are to sections in the Handset Term Sheet.

1.3 Unless otherwise stated, all references to Sprint or Nextel include Nextel Communications, Inc. and its Affiilates (including Boost Mobile,
LLC, Sprint/United Management Company, and Virgin Mebile USA, Tnc.).
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2 Agreement Modifications

Motorola and Sprint agree that the following sections of the Agreement are modified to read as follows:

a Section 1 entitled “Term* of the Term Sheet for Subscriber Units and Services Agreement is deleted in its entirety and replaced with
the following:

1 “Term™:
This Agreement shall be effective from the Effective Date of this Agreement through December 31, 2010 (the “Initial Term™). This Agreement
shall renew for one-year periads (each a “Renewal Term") thereafter, unless either party provides wrilten notice of non-renewal of this
Agreement at least sixty (60} calendar days before the last day of the Initial Term er any Sprint Metorela Confidential Renewal Term or unless
the parties agree otherwise. The Tnitial Term and any Renewal Terms are referred 1¢ herein collectively as the “Term™. For the avoidance of
doubt, this shall be considered a fixed term agreement regardless of the number of Renewal Terms.

3 Ratilication
Except as specifically stated in this Amendment, the Handset Term Sheet is, in all other respects, ratified, confirmed and continues in full force and effect.

4 Authority
Each party hereto represents and warrants that: {i) it has obtained all necessary and requisite approvals, consents and authoerizations of third parties and
governmental authorities to enter into this Amendment and to perform and carry out its obligations hereunder; {ii} the persons executing this Amendment on behalf
of each party have express authority to do so, and, in so doing, 1o bind the party thereto; (i) the execution, delivery, and performance of this Amendment does not
violate any provision of any bylaw, charter, regulation, or any other goveming authority of the party. and, {iv) the execution, delivery and performance of this
Amendment has been duly authorized by all necessary partnership or corporate action and this Amendment is a valid and binding obligation of such party,
enforceable in accordance with its terms,

IN WITNESS WHEREOQF, Motorola and Sprint have entered into this Amendment as of the Effective Date first written above.

Signed:
NexteL CoMMuNICATIONS, INC, MoTtoroLA INC.
{Signrature) /3f Shaun Moore (Signature) /sf Richard Gadd
{Print Name) Shaun Maore {Print Name) Richard Gadd
(Title) Scurcing Manager {Title) Vice President, Sales
(Date) 12-23-09 {Date) 12-23-09
Page 2 of 2
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Section 3: EX-12 (COMPUTATION OF RATIO OF EARNINGS TO COMBINED
FIXED CHARGES)

Exhibit 12
Computation of Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends
For the Years Ended
December 31,
M i Juod 2087 2N
(In millions)

Earmngs;
Income (loss) from continuing operauans before income taxes $ (3,299 $ {3,494} $ {4,060) $ (29,775} ] 1,483
Equity in losses {income) of unconsolidated investments 1,286 £03 64 3 [3
Fixed charges 2,081 2,047 2,054 2,213 2,242
Interest capitalized {13} {12} (123) {127) (113}
Amortization of interest capitalized 85 85 8O 72 197
Earnings (loss}, as adjusted 140 (571} (1,945) (27,614} 3,725
Fixed charges
Interest expense, gross 1,464 1,450 1,362 1,433 1,533
Interest capitalized 13 12 123 127 113
Portion of rentals representative of interest 604 583 509 653 556
Fixed charges 2,081 2,047 2,054 2213 2,242
Preferred stock dividends paid = — — — 3
Teotal fixed charges 2,081 2,047 2,094 2,213 2,242
Taetal fixed charges and prefemred stock dividends 2,081 2,047 2,084 2,213 2,245

—_—n Y —m — 1.66

Ratio of combined earnings to fixed charges and preferred stock dividends




(1} Eamings (low}, sy adjusicd were inadequale Lo cover fixed charges by $1.9 billion in 2610,
@) Earnings (Ioss), us adjusted were insdequate io cuver fixed charges by 52.6 hillian in 2005,
{3)  Eamings (loss), an adjusted were inadequalc to gaver fixed charges by 54.0billion in 2008.
{4)  Eamings(ons), 43 sdjusted were inadequals o cover fixed charges by 529.8 bifiion in 2007
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Section 4: EX-21 (SUBSIDIARIES OF THE REGISTRANT)

Exhibit 21
SPRINT NEXTEL CORPORATION
SUBSIDIARIES OF REGISTRANT
Sprint Nextel Corporation is the parent. The subsidiarics of $print Nextel Corporation are as follows:
Ownership
Interest
Held
By Its
Jurisdiction of Incorporation lmmediate
Name or Organization Parent
Alamosa Holdings, [nc. Delaware 100
Subsidiary
AirGate PCS, Inc, Delaware 100
Subsidiaries:
AGW Leasing Company, Inc. Delaware 100
AirGate Network Services, LLC Delaware 100
AirGate Service Company, Inc. Delaware 100
Alamosa PCS Heldings, Inc. Delaware 109
Subsidiary:
Alamosa {Delaware), Inc Delaware 100
Subsidiaries:
Alamaosa Delaware Operations, LLC Delaware 100
Alamosa Holdings, LLC Delaware 100
Subsidiary:
Alamosa PCS, Ing Delaware 100
Subsidiaries:
Alamosa Wisconsin GP, LLC Wisconsin 100
Subsidiary:
Alamasa Wisconsin Limited Partnership Wisconsin 1
Subsidiary: '
Alamosa (Wisconsin) Properties, LLC Wisconsin OO
Atamosa Finance, LLC Delaware 100
Alamosa Limited, LLC Delaware 100
Subsidiary:
Texas Telecommunications, LP Texas 99
Subsidiary:
Alamosa Properties, LP Texas 99
Alamosa Delaware GP, LLC Delaware 100
Subsidiaries:
Alamosa Properties, LP Texas 1
Texas Telecommunications, LP Texas 1
Alamosa Wiscensin Limited Partnership Wisconsin 95
Alamosa Missouri, ELC Missouri 10C
Subsidiary:
Alamosa Missoun Properties, LLC Misseuri 100
Washington Oregon Wirgless, LLC Oregon 100
Subsidiaries.
Washington Oregon Wireless Licenses, LLC Delaware 1600
Washington Oregon Wireless Properties, LLC Delaware 100
SWLP, LLC Oklahema 100
Subsidiary:

Southwest PCS, L P Oklahema 99




Name

Jurisdiction of Incerporation
or Qrganization

Ownership
Interest
Held

By Its
Immediate
Parent

{Alamesa Holdings, LLC subsidiaries continued})

SWGP,LL.C.
Subsidiary:
Southwest PCS, L.P.
Subsidiaries:
Southwest PCS Licenses, LLC
Southwest PCS Properties, LLC
American Telecasting, Inc.
Subsidiary:
SN UHC 3, Inc. (see People's Choice TV Corp. for SN UHC 3, Inc. subs; see endnote)
Atlanta MDS Co., Inc.
Subsidiary:
SN UHC 2, Inc. (see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote)
Caroling Ventures, Inc,
C FON Corparation
1PCS, Inc.
Subsidiary:
Bright PCS Heldings, Ing.
Subsidiary:
Bright Personal Communications Services, LLC
iPCS Wireless, Inc.
Subsidiary:
IPCS Equipment, Inc.
Harizon Persenal Communications, Inc.
WO Holdings, Inc.
Subsidiary:
Independent Wireless One Corporation
Subsidiary:
Independent Wireless One Leased Realty Corporation
Los Angeles MDS Company, inc.
Subsidiary:
SN UHC 2, Inc. (see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote)
New York MDS, Ing,
Subsidiary;
SN UHC 2. In¢. (se¢ Sprint WBC of New York, Inc, for SN UHC 2, Inc. subs; see endnote)
Nextel Cemmunications, Inc.
Subsidiarses:
Dial Call Midwest, Inc
NCI 900 Spectrum Holdings, inc.
Subsidiaries:
ACI 900, Inc.
Velocita Wireless Holding Corp.
Subsidiaries:
Machine License Holding, LLC
Velocita Wireless Helding, LLC
Subsidiary:
Machine License Holding, LEC

Oklahema
Oklahema
Delaware
Delaware

Drelaware

Delaware
Georgia

Delaware
Delaware
Delaware
Delaware

Delaware

Ohio
Delaware

Delaware
Ohic
Delaware

Delaware

Delaware
Califernia

Delaware
Delaware

Delaware
Delaware

Delaware
Delaware

Delaware
Delaware

Delaware
Delaware

Delaware

100

100
100
100

29.06"
100

4.42%
100
100
100

160

100
100

(L)

100

100
100

§ 59
100

21.58"
100

100
100

100
100

96.17
100

31383




Owmership

Interest
Held
By Its
Jurisdiction of Incorporation Immediate
Name or Organization Pareni

(Nextel Finance Company subsidiaries continued)

Nextel Finance Cempany
Subsidiaries:
FCI 509, Ine.
Nextel of California, Inc
Subsidiaries:
Boost Mobile, LLC
Nextel Boost of Californis, LLC

Nextel Communications of the Mid-Atlantic, Inc,

Subsidiary
Nextel Boost of the Mid-Atlaptic, LLC
Nextel License Acquisition Corp.
Nextel of New York, Inc.
Subsidhary:
Nextel Boost of New York, LLC
Nextel Operations, Inc.
Subsidiary:
Nextel Retail Stores, LLC
Nextel South Comp,
Subsidiaries:

Nexizl Boost South, LLC

Nextel License Holdings 1, Inc,

Nextet License Holdings 3, Inc.

Nextel Systems Corp.
Nextel of Texas, Inc.
Subsidiary:
Nextel Boost of Texas, LLC
Nextel West Corp,
Subsidiaries:

Nextel Boost West, LLC

Nextel West Services, LLC

Nextel License Holdings 2, Inc.

Nextel License Hoidings 4, Inc.

Nextel of Puerto Rico, Inc.
Subsidiary:

Nextel License Holdings 5, Inc,
Sprint Nextel Holdings (ME) Corp.
Tower Farent Corp.

Unrestricted Subsidiary Funding Company
Subsidiaries:
Nextel 220 License Acquisition Corp.
Nextel Breadband, Inc.
Nextel Data Investments 1, [nc.
Nexiel Unrestricted Relocation Corp
Nextet 700 Guard Band Corp
SN UHC 1, Inc.
Subsidiary:
Spnint HoldCa, LLC
Subsidiary:
Clearwire Communications LLC
Clearwire Corporation
Unrestricted UMTS Funding Company

Delaware

Delaware
Delaware

Delaware
Delaware
Delaware

Delaware
Delaware
Delaware

Delaware
Delaware

Detaware
Georgia

Delaware
Delaware
Delaware
Delaware
Texas

Delaware
Delaware

Delaware
Delaware
Delaware
Delaware
Puerto Rico

Puerte Rico
Delaware
Delaware
Delaware

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware
Delaware

Delaware
Delaware

100

100

100

100

100
100
100

100
100

100

100
100
100
100
10¢

100
100

100
100

100
100

100
106G
100
100
100
100

5475
53877

53 87"
100



QOwnership

Interest
Hetd
By Its
Jurisdiction of Incorporation Immediate
Name or Orgamzaticn Parent

{Nextel Communications, Inc. subsidiaries continued)

Domestic USF Corp.
Subsidiarics:
Falcon Admanistration, L L.C.
Nextel WIF Corp.
Subsidiary:
Mextel Partners, Inc.
Subsidiary:
Nextel Partners Operating Cosp.
Subsidiaries:
Nextei Partners of Upstate New York, Inc.
Nextei WiP Expansion Corp.
Nextel WIP Expansicn Two Corp.
Nextet WIP Lease Corp.
Nextel WIP License Corp.
NPCR, Inc.
Subsidiary:
Nextel Partners Equipment LLC
NPFC, Inc.
Nextel Boost Investment, Ing,
Subsidiary:
Boost Warldwide, Inc.
NC{ 700, Inc.
Sprint Nextel Awviation, Inc.
Unrestricted Extend America Invesiment Corp.
Unrestricted Subscriber Equipment Leasing Company, Inc.
People's Cheice TV Corp.
Subsidiaries:
G & 8 Television Network, Inc.
Subsidiary:
SN UHC 3, Inc. (see Peapie's Choice TV Carp. for SN UHC 3, Inc. subs; see endnoie)
SN UHC 3, Inc. {see $N UHC 3, Inc. subs below; ses endnote}
Subsidiary:
Sprint HoldCa, LLC
Pin Drop Insurance, Ltd
San Frangisco MDS, Inc.
Subsidiary:
SN UHC 2, Inc. {see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote)

4

Delaware

Washington
Delaware

Delaware

Delaware

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Nevada
Nevada
Delaware

Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Michigan

Delaware
Delaware

Delaware
Bermuda

Califorma

Delaware

100

100
100

100

100
100
100
100
100
100

100
100
100

100
100
100
100
100
100

100

1,38‘”
54.55"

3079
100
100

4.18®




Name

Owmership

Interest

Held

By [ts
Jurisdiction of Incorporation Immediate
or Orgamization Parent

{Sprint Nextel Corperanien subsidiaries continued}

$-N GC GP, nc.
Subsidiaries:
Gulf Coast Wireless Limited Partnership {see 8-N GC HoldCo, LLC)
§-N GC HoldCe, LLC (see 8-N GC LF HoldCo, Inc.}
Subsidiary:
Gulf Coast Wireless Limited Partnership (see $-N GC GP, Iac.)
§-N GC LP HoldCo, Inc.
Subsidiary:
5-N GC HoldCo, LLC (see §-N GC GP, Inc.)
SPCS Caribe Inc.
Sprint Asian American, Inc
Sprint Capital Corporation
Subsidiary:
EQF Holdings, LLC
SprintCom, Inc.
Subsidiaries:
SprintCom ECP I LL.C.
Subsidiary:
Enterprise Communications Partnership (see SprimCom ECP I, L 1.C.)
Substdiaries:
Enterprise Digital PCS, LLC
Enterprise Towers, LLC
Enterprise Wir¢less, LLC
SprintCom ECPIL LL.C
Subsidiary:
Enterprise Communications Partnership (see SprimCom ECP I, L.L.C.)
STC Twa LLC (see SprintlCom Equipment Company L.P )
STE 14 Affiliate LLC
Sprint Corporation
Sprint Corporation {Inaclive)
Sprint Credit General, Inc.
Sprint Credin Limited, Inc.
Sprint ¢Business, Inc.
Sprint Enterprise Mobility, Inc
Sprint Entesprise Network Services, Inc.
Sprint eWireless, Inc.
Sprint Healthcar¢ Systems, Inc.
Sprint Inteenational Helding, Tne.
Subsidiaries:
SETTOV UK Limited
SIHI Mexico 5. de R.L. de C.V. (see Sprint International Incorporated)
SIHI New Zealand Holdco, Ine
Subsidiary:
Sprint International New Zealand
SIHI Scandinavia AB
SN Holdings {BR I) LLC

Sprint Brasil Servicos de Telecomunicacoes Ltda. (see Sprint Intem. do Brasil Lida.)

$print Hong Kong Limited (see Sprint Intemational Incorporated)

Delaware

Louisiana Paninership
Delaware LLC

Louisiana Partnership
Delaware

Delaware LLC
Puerto Rico
Kansas
Delaware

Delaware LLC
Kansas

Delaware
Georga Partnership

Georgia
Georgia
Georgia
Delaware

Georgia Partnership
Delaware
Delaware LLC
Kansas
Missouri
Kansas

Kansas
Kansas
Delaware
Kansas
Kansas
Kansas
Kansas

United Kingdom
Mexico
Kansas

New Zealand
Sweden
Delaware LLC
Brazil

Hong Kang

98
10¢

99
100
100
100

100
100

100

30

100
100
100
100

100
100
100

100
999
100

100
100
100
<, 01
50
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Jurisdictien of Incorporation
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Held
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(Sprint International Holding, Inc. subsidiaries continued)

Sprint International Argentina SRL (see Sprint Intemational Incorporated)
Sprint International Australia Pty. Limited
Sprint International Austria GmbH
Sprint International Chile Limitada (see Sprint International Incerporated)
Sprint International Colombia Ltda. (see Sprint Enternational Incorporated)
Sprint International Communications Canada ULC
Sprint International Communications Singapore Pre. Ltd
Sprint Internaticnal do Brasil Lida. (see Sprint Intemationat Incorporated)
Subsidiary:
Sprint Brasil Servicos de Telecomunicacoes Lida. (see Sprint Intem. Holding}
Sprint International Holding, Inc. - Japanese Branch Office
Sprint International Holding, Ing. - Shanghai Representative Office
Sprint International Japan Corp.
Sprint Internaticnal Korea
Sprint Internanenal Norway AS
Spriat International Spain, S L. (see Sprint intemational Incorporated)
Sprint International Taiwan Limited
Sprint International Venezuela, S.R L.
SprintLink Belgium BVBA {see Sprint Intemational [ncerporated)
SprintLink Denmark ApS
SprintLink France SAS
SprintLink Germany GmbH
Sprintlink India Private Limited (see Sprint Inemational Incorporated)
Sprintlink Intemnationat Philippines, Inc.
SprintLink International {Switzerlandy GmbH
SprintLink Ireland Limited
SprintLink ltaly 8.r.l. (see Sprint International Incorporated)
SprintLink Netherlands BV,
SprintLink UK Limtted
Sprint Mexico, Ine.
Sprint PCS Canada Holdings, Inc.
Sprint Solutions, Inc
Sprint TELECENTERS, Ing.
Sprent/United Management Company
Sprint Ventures, Inc.
Subsidiary:
Vugin Mobile USA, L P. (see Virgin Mabile USA, Inc.)
Sprint Wavepath Holdings, Inc.
Subsidiaries:
SN UHC 3, Inc. (see People’s Choice TV Corp. for SN UHC 3, Inc. subs; see endnote)
Wavepath Holdings, Inc. (see Transworld Telecommunications, [nc.)
Subsidiary:
SN UHC 3, Inc. (see People's Choice TV Comp. for SN UHC 3, Inc. subs; sc¢ eindnote)

Argentina
Australia
Austria
Chite
Calombia
Canada
Singapore
Brazil

Brazil
Japan
China
Japan
Korea
Norway
Spain
Taiwan
Venezuela
Belgium
Denmark
France
Germany
India
Philippines
Switzerland
Ireland
Italy
Netherlands
United Kingdem
Kansas
Kansas
Delaware
Flerida
Kansas
Kansas

Delaware
Delaware

Delaware
Delaware

Delaware

90
190
100

99.9
9.9
10¢

50

>999
100
100
100
100
100
o8
100
10¢
96,96
100
100
100
>99.99
Loe
95
100
9%
100
100
100
100
100
100
100
100

16,6508
100

3.34
62.5

LG540
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{Sprint Nexte! Corporation subsidiaries continued)

Sprint WBC of New York, Inc
Subsidiary:
SN UHC 2, [nc. (see SN UHC 2, Inc. subs below, see endnote)
Subsidiary:
Sprint HeldCo, LLC
SWVY Eight, Inc.
Subsidiary:
SWY Three Telephony Partnership (see SWV Seven, Inc)
Subsidiary:
Spoant Telephony PCS, L P, (see Sprint Spectrum Holding Company, L P.)
Subsidiaries:
Sprint PCS Assats, LL.C.
Subsidiary:
STC Gne LLC
Sprint PCS License, L.L.C.
PCS Leasing Company, L.P. (see Sprint $pectrum Holding Company, L.P.)
SWV Five, Inc,
Subsidiaries:
PhillieCo Partnars [, L P. {see $WV Four, Inc)
Subsidiary:
PhillieCo Sub, L.P {see PhillieCo Partners i, LP)
Subsidiaries:
PhiltieCo, L.P. (se¢ PhillieCo Pastners 1[, L )
Subsidiary:
STC Feur LLC
PhillieCo Equipment & Realty Company, L.P. (see PhillieCo Partners [1, L P}
PhillieCo Partners I1, L.P. (see SWV Four, Inc.}
Subsidiaries:
PhillicCo Equipment & Realty Company, L P (see PhillieCo Sub, L.P.)
PhiltieCo, L.P. (see PhillieCo Sub, L.P.}
PhillieCo Sub, L P. (see PhillieCo Parmers I, L.P.}

Delaware
Delaware

Delaware
Delavare

Delaware Partnership
Delaware Partnership
Delaware
Delaware
Delaware
Delaware Partnership
Delaware
Delaware Partnership
Delaware Partnership
Deelaware Parinership
Delaware
Delaware Partnership
Delaware Partnership
Delaware Partnership

Delaware Parinership
Delaware Partnership

100

41.91%

299
100

2
40.8
100
1oG
100
51
100
53
S9
99
100

99
353
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(Sprint Nextel Corporation subsidiaries continued)

SWYVY Four, Inc. Delaware 1900
Subsidiaries:
PhillieCo Partners 1, L.P. (see Sprint Enterprises, L.P.} Delaware Partnership 17.6
PhillieCo Pariners 11, L.P. (see Sprinl Enterprises, L.?} Delaware Partnership 17.6
SWYV Twe Telephony Parinership (see SWV Three, Inc.) Delaware Partnership 99
Subsidiaries:
MinorCo, L.P. (see SWYV One Telephony Partnership} Delaware Partnership 15
Subsidiaries:
American PCS, L.P. (sce Sprint Spectrum Holding Company, L.P.) Delaware Partnership L
Subsidiaries:
American PCS Communications, LLC (sece American Personal Communications Holdings, inc.) Delaware gy
Subsidiaries:
APC PCS, LLC (see American Personal Comrnunications Holdings, Inc.) Delaware 99
APC Realty and Equipment Company, LLC (see American Personai Communications Holdings, inc.)  Delaware 997
Subsidiary:
STC Three LLC Delaware 100
American Personal Communications Heldings, Inc. Delaware 100
Subgidiaries:
American PCS Communications, LLC {(see American PCS, L.P) Delaware L
APC PCS, LLC (see American PCS Communications, LLC} Delaware iy
APC Realty and Equipment Company, LLC (see American PCS Communications, LLC} Delaware @D
Sprint Spectrum Equipment Company, L.P. {see Sprint Spectrum L P ) Delaware Partnecship ®0
Sprint Spectrum L.P. (see Sprint Spectrum Halding Company, L.B) Delaware Partnetship ClY
Subsidiaries:
Northern PCS Services, LLC Minnesata LLC 100
Spnint Spectrum Equipment Corpany, L.P. (see MinorCo, L.P.) Delaware Partnership 997
Subsidiary:
STC Five LLC Delaware 100
Subsidiary:
STC Six Company Deiaware Siatutory Trust 100
Sprint Spectrum Realty Company, L.P. (see MinorCa, L.P.) Delaware Partnership 99
WirelessCo, L P_ (se¢ MinorCo, L P} Delaware Partnership 99"
Sprint Spectrum Realty Company, L P, (see Sprint Spectrum L.P) Delaware Partnership o
WirelessCo, L.P. (see Sprint Spectrum L.P. ) Dejaware Partnership (D
Sprint Spectrum Holding Company, L.P. (see SWV One Telephony Parmership) Delaware Partnership 15
Subsidiarigs:
American PCS, L P. {see MinorCa, L.P.) Delaware Partnership 2
Sprint Telephony PCS, L.P. (see SWV Three Telephony Parinership) Deiaware Partnership 9.2
PCS Leasing Company, L.P. (see Sprint Telephony PCS, LP.) Delavare Partnership 49
Sprint Spectrum L.P. (see MinorCo, LP) Delaware Partnership G9!
Wireless Leasing Co., Inc. Delaware 14.85




Owmership

Interest
Held
By Ity
Jurisdiction of Incorporation Immediate
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(Sprint Nextel Corporation subsidiaries continued)

SWV One, Inc. Delaware 100
Subsidiary:
SWYVY One Telephony Partnership {(see SWV Two, Inc.} Delaware Parinership 1
Subsidianes:
MinorCo, L.P. {see SWV Six, Inc.) Delaware Partnership 15
Sprint Spectrum Holding Company, L.P. (see SWV Six, Inc) Delaware Partnership 15
Wireless Leasing Co., Inc. (see SWV Two, [nc.) Delaware Q.15
SWV Seven, Inc. Delaware 100
Subsidiary:
SWYV Three Telephony Parmership {see SWV Eight, Inc.) Delaware Parinership 78
SWYV Six, Inc. Celorado 100
Subsidiaries:
MinorCo, L.P. {(see Sprint Enlerprises, L P)) Delaware Parinership 30
Sprint Spectrum Holding Company, L.P. (see Sprint Enerprises, L.P.) Delaware Partnership 30
Wireless Leasing Co,, Inc. (see UCOM, inc } Delaware an
SWV Three, Inc. Delaware 100
Subsidiaries:
SWV Two Telephony Partnership (see SWV Four, Inc.) Delaware Parinership 1
Wireless Leasing Co., Inc. (see SWV Four, Inc) Delaware G115
SWV Two, Inc. Delaware 100
Subsidiaries:
SWYV One Telephony Pastnership {see SWV One, Inc.) Delaware Partnership 99
Wireless Leasing Co., In¢. (see SWV Three, Inc.) Delaware 14.835
TDI Acquisition Corporation Delaware 100
Subsidiaries:
SN UHC 4, Inc. (see SN UHC 4, Ing. subs below:; see endnole) Delaware G5 04"
Subsidiary:
Sprint HoldCo, LLC Delaware 11.36
Wirsless Broadcasting Systems of America, Inc Delaware 100
Subsidiary:
SN UHC 4, Inc. {see TDI Acguisilion Corparation for SN UHC 4, Inc. subs, see éndnase) Delaware 4.96""
Transworld Telecommunications, Inc. Pennsylvania 100
Subsidiaries.
SN UHC 3, Inc. (see People's Choice TV Corp for SN UHC 3, Inc subs; ses endnote) Delaware a8
Wavepath Holdings, Inc. (see Sprint Wavepath Holdings, Inc. for subs) Delaware 15
UbiquiTel Inc. Delaware 100
Subsidiary:
UbigquiTel Operating Company Delaware 100
Subsidiary:
UbiquiTel Leasing Company Delaware 100
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(Sprint Nextel Corporation subsidiaries continued)

UCOM, Inc.
Subsidiaries:

SN UHC 3, Inc, (see US Telecom, Inc. for SN UHC 5, Inc. subs; see endnole)
Sprint Communicatiens Company L.P. (see US Telecom, Inc.)

Subsidiaries:

Sprint Communications Company of New Hampshire, Inc.

Sprint Cemmunications Company of Virginia, Inc
Sprint Licenssng, Ine.
USST of Texas, Inc.

SprintCom Equipment Company L.P. {see US Telecom, Inc.}

Sprint Enterprises, L.P.

Subsidiaries:

MinorCo, L.F'. (see SWV Two Telephony Parmership)
PhillieCo Pariners [, L.P. {see SWV Five, Inc.)
PhillieCo Partners 11, L.P. (see SWV Five, [nc.}

Sprint Spectrum Hoiding Company, L P. (see SWV Six, Inc}

Wireless Leasing Co., Inc. {see US Telecom, Inc.)
Wireline Leasing Co., Inc. (see US Telecom, Inc.)
Sprint Global Venture, Inc.
Subsidiary:
SGV Corporation
US Telecom, Inc
Subsidiaries:
ASC Tetecom, Inc.
LCF, Inc.
SN UHC 5, Inc. (see SN UHC 5, Inc. subs below:; see endnote)
Subsidiary:
Sprint HoldCo, LLC
Sprint Communjcations Company L.P. (see Utslcom, Inc.)
SprimtCom Equipment Company L.P. (see UCOM, Inc )}
Subsidiaries:
STC Two LLC (see SprintCom, Inc.}
STE 14 Affiliate LLC
Sprint Enterpriges, L.P.
Sprint Global Venture, Inc. (see UCOM, Inc.}
Sprint Indium, Inc.
United Telecommunicatiens, Inc.
US Telecom of New Hampshire, Inc.
Wireless Leasing Co., Inc. (see SWV One, Inc)
Wireline Leasing Co., Enc. (see Utelcom, inc.)

Missouri

Delaware
Delaware Partngrship

New Hampshire
Virginia

Kansas

Texas

Delaware Partnership
Delaware Partnership

Delaware Partnership
Delaware Partnership
Defawars Partnership
Deiaware Partnership
Delaware

Delaware

Kansas

Kansas
Kansas

Kansas
California
Delaware

Delaware
Delaware Partnership
Delaware

Delaware

Delaware LLC
Delaware Pannership
Kansas

Kansas

Delaware

New Hampshire
Delaware

Delaware

100

34,140

404

100
100
100
100

9

4899

40

471
471

40

19.50
3404

[{ER]

100
190

100
100

58.98"

012
58.98

S1

25
13

5101

1)

100
100
100

20,40
5898
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(Sprint Nextel Corporation subsidiaries continued)
US Unwired Inc Louisiana e
Subsidiaries:
Leuisiana Unwired, LLC Louisiana 100
Subsidiaries:
Georgia PC$ Management, L.L.C. Georgia 100
Subsidiary:
Georgaa PCS Leasing, LLC Georgia 100
Texas Unwired {see US Unwired Inc.) Louisiana General Part 30
Texas Unwired (see Louisiana Unwired, LLC) Louisiana General Part 20
UT Transition Corporation (Inactive} Delaware 100
Utelcom, Inc. Kansas 100
Subsidiaries:
Private TransAtlantic Telecommunicaticns System, Inc. Delaware 100
Subsidiary:
Private Trans-Atlantic Telecommunications System (N.J.), Inc. New Jersey 160
SN UJHC 5, Inc. {see US Telecom, Inc., for SN UHC 5, inc., subs; see endnole) Delaware 494"
Sprint Communications Company L.P. (se¢ Sprnt Intemational Cemmunications Corporation) Delaware Partnership 4,940
Sprint Glebal Venture, Inc. (s¢¢ Sprint Intemational Cemmunications Corporation) Kansas qe0
$print International Ingorporated Delaware 100
Subsidiaries:
SIHI Mexice S de R.L. de C.V. (see Sprint Intemational Holding, Inc.} Mexico 0.01
Sprint Global Venture, Tnc. (see UCOM, [nc.) Kansas 86
Sprint Heng Kong Limited Hong Kong 50™
Sprint [nternational Argentina SRL (s=e Sprint International Holding, nc.} Argentina 10
Sprint International do Brasil Ltda. (see Sprint Intemational Holding, Inc.} Brazil 50
Sprint International Casibe, Inc. Puerto Rico 100
Sprint International Chile Limitada {see Sprint Intemational Helding, Inc.) Chile 01
Sprint Imernational Colombia Lida. (see Sprint Intemational Holding, In¢.} Colombia o1
Sprint International Communications Corporation Detaware 100
Subsidiaries:
SN UHC 5, Inc. (see US Telegom, Inc. for SN UHC 5, In¢, subs; see endnote) Delaware 194"
Sprint Commun:cations Company L P. {see UCOM, Inc ) Delaware Partnership 1.94
Sprint Global Venture, Ing. (see UCOM, Inc.} Kansas 13
Sprint International Network Company LLC Delaware 100
Wireline Leasing Co,, Inc. {see UCOM, Inc.) Delaware 1.94
Sprint International Incorporated - Beijing Representative Office China 100
Sprimt Imernational Spain, 5 L. - (se¢ Sprint Intemalional Holding, Inc.) Spain 2
SprintLink Belgium BYBA (see Sprint Intemational Holding, [nc.} Belgium 0.04
Sprintlink India Private Lamited (see Sprint Intemational Holding, Inc.) India <9.01
SprintLink International {Switzetlandy GmbH Switzerland 5
SprintLink Traly 8.r.. (ses Sprint Intemational Holding, Inc.) Italy i
Wireline Leasing Co., Inc. (sze Sprin Iniemational Communications Corporation) Delaware 4.94




Ownership

ENDNOTES

Interest
Held
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Jurisdiction of Incorporation Immediate
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- {Sprint Nextel Corporation subsidiaries continued)
Via/Net Compames Nevada 100
Subsidiary:
SN UHC 2, Inc. (see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote) Delaware 19.32%
Virgin Mobile USA, Inc Delaware 100
Subsidiaries:
YMU GP,LLC Delaware 100
Subsidiary:
Bluebottle USA Investments L P. Delaware 0.001%
Blugbottle USA Investments L.P. Delaware 100"
Blueboitle USA Investments L.P Delaware 99,999
Subsidiary:
Bluebostle USA Holdings L.P. Delaware 99,470
Bluebottle USA Holdings L.P. Delaware 100
Bluebottle USA Holdings L.P. Delaware 0.53"
Subsidianes:
VMU GP1, LLC Delaware 100
Subsidiary:
Virgin Mobile USA, L.P. Delaware 0.0005™
Virgin Mobile USA, L P Delaware 100"
Virgin Mobile USA, L.P. Drelaware 52.645%"
Virgin Mobile USA, L.P. Delaware 30.7028"
Substdiaries:
Assurance Wireless of South Carolina, LLC Delaware 160
Helio LLC Delaware 100
Wireless Cable of Florida, In¢ Flonda 100
Subsidiary:
SN UHC 3, Inc. {see People’s Choice TV Corp. for SN UHC 3, Inc. subs; see endnote) Delaware 032"

) Gee alsp American Telecasting, Inc., People's Choice TV Corp., G & 8 Television Network, inc., Sprint Wavepath Holdings, Inc., Transworld Telecommunications, Inc., Wavepalh

Holdings, Inc., Wireless Cable of Florida, Tnc.

@ Gee also Sprint WBC of New York, Inc., Atlanta MDS Co., Inc,, Los Angeles MDS Company, [nc., New Yark MDS, Inc., $an Francisco MDS$, Inc., Via’Net Companies

' Economic interest.

"' Yoting interest.

*tMinorCo, L.P. holds a limited and preferred partnership interest of less than 1%.

 American PCS, L.P. holds the general parnership interest ol greater than 99%.

™ American PCS Communications, LLC holds the general partnership interest of greater than 95%

* American Personal Communications Holdings, inc. holds a limited partnership interest of less than 1%.
 $print Spectrum L. P. holds the general partnership interest of greater than 9%%.

Yo gprint Spectrum Holding Company, L. P. holds the general parnership interest of greater than 99%.

Mg also TDI Acquisition Corporation and Wireless Broadcasling Systems of America, Inc.

19800 alse US Telecom, Inc., UCOM, [nc., Utelcom, Enc., Sprint Intemational Communications Cotporation.

UCOM, Inc., US Telecom, Inc., and Utelcom, Inc., each holds less than 1% of the cormmon stock,

12




" Held in trust for Sprint Intemational Holding, Inc.

{Back To Top)
Section 5: EX-23.1 (CONSENT OF KPMG LLP)

Exhibit 23,1
Consent of Independent Registered Public Accounting Firm

The Beard of Directers and Shareholders
Sprint Nextel Corporation:

We consent to the incorporation by reference in the registration statements on Form §-3 (No. 333-171301) and Form 8-8 (No, 333-42077, No. 333-68737, No. 333-56938,
No. 333-59124, No. 333-76783, Ne. 333-92809, No. 333-54108, No. 333-75664, No. 333-103691, No. 333-105244, No. 333-1711936, No. 333-115621, No. 333-115607,
No. 333-115609, No 333124189, No. 233-127426, No. 333:130277, No. 332-142702 and No. 333-159330) of Sprint Nextel Corpotation of eur report dated

February 24, 2011, with respect 1o the consolidated balange sheets of Sprint Nextel Corporation and subsidiaries as of December 31, 2010 and 2009, and the related
consolidated statements of operations, cash flows and shareholders' equity for each of the years in the three-year period ended December 31, 2010, and the effectiveness
of internal camtral over financial reporting as of Decemnber 31, 2010, which repont appears in the December 31, 2010 annual report on Form 10-K of Sprint Nextel
Corporation,

The Company adepied accounting guidance regarding accounting for business combinations and equity methed investments in 2009,

/s/ KPMG LLP

Kansas City, Missouri
February 24, 2011

Back Tg T

Section 6: EX-23.2 (CONSENT OF DELOITTE & TOUCHE LLPF)

Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-171301 on Form 8-3 and Registration Statement Nos. 333-
42077, 333-68737, 333-56938, 333-59124, 333-76783, 333-92809, 333-54108, 333-75664, 333-103691, 333-105244, 333-111956, 333-
115621, 333-115607, 333-115609, 333-124189, 333-127426, 333-130277, 333-142702, and 333-159330 on Form 8-8 of Sprint Nextel
Corporation of our report dated February 22, 2011, relating 1o the consolidated financial statements of Clearwire Corporation and subsidiaries
appearing in the Annual Report on Form {G-K of Sprint Nexte! Corporation for the year ended December 31, 2010.

s/ Deloitte & Touche LLP

Seattle, Washington
February 24, 2011

(Back To Top}

Section 7: EX-31.1 (CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13A-14(A))

Exhibit 31.1
CERTIFICATION
I, Daniel R. Hesse, certify that:
1. Ihave reviewed this annual report on Form {0-K of Sprint Nextel Corporation;

2. Based on my knowledge, this report does not contain any untyue statement of a material fact or omit 1o state a material fact necessary 1o make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect o the period covered by this report,

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of eperations and cash flows of the registrant as of, and for, the periods presented in this report;

4, The registrant's other certifying officer(s) and 1 are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(¢) and 153-15(¢)) and interna! centrol over financial reporting {as defined in Exchange A<t Rules 13a-15(f) and 13d-15(f}} for the registrant and
have:

{a} Designed such disclosure controls and procedures, or caused such disclasure controls and procedures to be designed under our supervision, to ehsure
that material information relating to the registrant, including its censolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b} Designed such intemal contra! over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external putposes in
accordance with generally accepted accounting principles;

(¢j Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period cavered by this report based on such evaluation, and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that ccoured during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affecied, or is reasonably likely to materially affect, the
registrant's internal control over financial reperting; and




% The registrant's other cert:fying officer(s) and | have disclosed, based on our most recent evaluation of internal control aver financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivatent functions):

{a} All significant deficiencies and material weaknesses 1n the design or operation of intemal contrel over financial reporting which are reasonably likely to
adversely affect the registrant's ability 10 record, process, summarize and report financial information; and

{b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: February 24, 2011

/3/ Daniel R. Hesse
Daniel R. Hesse
Chief Executive Officer

{Back Te Top}

Section 8: EX-31.2 (CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO RULE 13A-14(A))

Exhibit 31.2
CERTIFICATION
I, Robert H. Brust, certify that:

1. Thave revigwed this annual report on Form 10-K of Sprint Nextel Corporaticn;

2. Based on my knowledge, this report does not cantain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by thes report;

3. Based on my knowledge, the financial statements, and other financial informanen included wn this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying offices(s) and [ are responsible for establishing ard maintaining disclesure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)} and intemal contrel over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

(a) Designed such disclosure contrals and procedures, or caysed such disclosure controls and procedures to be designed under our supervision, to ensure
that material infarmation relating to the registrant, in¢luding its consolidated subsidiaries, is made known to us by cthers within those entities,
particularly during the period in which this repart is beiag prepared,

(b} Designed such internal control over financial reporting, or caused such internal control ever financial reporting to be designed under our supervision, o
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the ¢flectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusiens about the ¢ffectiveness of
the disclosure controls and pracedures, as of the end of the period covered by this report based on such evaluation; and

(4} Disclosed in this report any change in the registrant's internal control over finan¢ial reponing that occurred during the registrant's most recent fiscal
quarter (the registrant’s fourth fisca! quarter in the case of an annual report} that has materially affected, or is reasonably hikely to materially affect, the
registrant's internal control over financial reporting; and

5. The registrant's other certifying officer(s) and T have disclosed, based on our mos! recent evaluation of snternal control over financial reporting, to the regisirant's
auditors and the audit committee of the registrant's board of directors (or persens performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reascnably likely o
adversely affect the registrant's ability to recerd, process, summarize and report financial information; and

{b) Any fraud, whether or not material, that involves managemnent or other employees who have a significant role in the registrant's intemal control over
financial reposting

Date: February 24, 2011

/s/Robert H. Brust
Robert H. Brust
Chief Financial Officer

(Back Tg Top}

Section 9: EX-32.1 (CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 1350)

Exhibit 32.1
Certification Pursuant to 18 U.S.C. Section 1350,
As Adopted Purswant {o Section 946 of the
Sarbanes-Oxley Act of 2002
In connection with the annual repert of Sprint Nextel Cosporation (the “Company™} on Form 10-K fer the year ended December 31, 2010, as filed with the Securities and
Exchange Commission (the “Report™), I, Daniel R. Hesse, Chief Executive Officer of the Company, certify, pursuant to 18 U.5.C. §1350, as adopted pursuant to §906 of
the Sarbanes-Ox{ey Act of 2002, that

(1) The Report fully complics with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and




(2) The informatiors contained in the Repart fairly presents, in all material respects, the financial condition and results of operations of the Company

Date: February 24, 2011

/4/ Daniel R. Hesse
Daniel R, Hesse
Chief Exceutive Officer

{Back Te Tep)

Section 10: EX-32.2 (CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 1350)

Eabhibit 32.2

Certification Pursusnt to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

[n connection with the annual report of Sprint Nextel Corporation {the “Company™} on Form 16-K for the year ended December 31, 2010, as filed with the Securities and
Exchange Commission (the “Repart™), 1, Robert H. Brust, Chief Financial Officer of the Company, certify, pursuant to 8 U.S.C. §1350, as adopted pursuant 1o §906 of
the Sarbanes-Oxley Act of 2002, that.

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information <ontained in the Report fairly presems, in all material respects, the financial condition and results of operations of the Company.

Date: February 24, 2011

/s/ Reben H. Brust
Robert H. Brust
Chief Financial Officer
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SPRINT NEXTEL CORPORATION
SECURITIES AND EXCHANGE COMMISSION
ANNUAL REPORT ON FORM 10-K
PART I

Ttem 1. Business
OVERVIEW

Sprint Nextel Corporation, incorporated in 1938 under the taws of Kansas, is mainly a holding company, with its operations primarily conducted by its
subsidiaries. Qur Series 1 voting common stock trades on the New York Stock Exchange (NYSE) under the symbol “S.” Sprint Nextel Corporation and its
subsidiaries (“Sprint,” “we,” “us,” “our” or the “Company™) is a communications company offering a comprehensive range of wireless and wireline
communications products and services that are designed to meet the needs of individual consumers, businesses, government subscribers and resellers. Our
operations are organized to meet the needs of our targeted subscriber groups through focused communications solutions that incorporate the capabilities of our
wireless and wireline services. We are the third largest wireless communications company in the United States based on the number of wireless subscribers, one
of the largest providers of wireline long distance services and one of the largest carriers of Intermet iraffic in the nation. Qur services are provided through our
ownership of extensive wireless networks and a global long distance, Tier 1 Internet backbone.

We offer wireless and wireline voice and data transmission services to subscribers in all 50 states, Puerto Rico and the U.S. Virgin Islands under the
Sprint corporate brand which includes our retail brands consisting of Sprint®, Nextel®, Boost Mobile®, Virgin Mobile® and Assurance Wireless™ on networks
that utilize code division multiple access (CDMA), integrated Digital Enhanced Network (iDEN), or internet protocol (1P} technologies. We utilize these networks
1o offer our wircless and wireline subscribers differentiated products and services whether through the use of a single network or a combination of these
networks. Through our partnership with Clearwire Corporation and its subsidiary Clearwire Communications LLC (together “Clearwire™), and their development of
a fourth generation (4G} network utilizing Worldwide Interoperability for Microwave Access (WiMAX) technology, we are gstablishing ourselves as a leader in
the deployment of next-generation wireless broadband services, We offer wireless services on a post-paid and prepaid payment basis to retail subscribers and
also on a wholesale basis.

On November 9, 2009, we entered into an investment agreement with Clearwire to contribute an additional $1.176 billion increasing our ownership
percentage to 56% as of December 31, 2009 and enhancing Clearwire’s ability to further its 4G network buildout. To strengthen our position in the growing
prepaid market, we completed our acquisition of Virgin Mobile USA, Inc. (VMU) on November 24, 2009. In addition, on December 4, 2009, we completed the
acquisition of iPCS, Inc. (iPCS). iPCS was previgusly a Sprint PCS affiliate that sold services under the Sprint® brand name and in Sprint-branded stores.

Our Business Segments

Our business consists of two reportable segments: Wireless and Wireline. For information regarding our segments, see “Part 11, [tem 7 Management’s
Discussion and Analysis of Financiat Condition and Results of Operations” and also refer to note 15 of the Notes to Consolidated Financial Statements.
Wireless

We provide certain wireless services on our third generation {3Q) network and cur national push-to-talk network. Through our mobile virtual network
operator (M VNO) relationship with Clearwire, we are also the first and only nationwide wireless carrier to offer 4G services. Sprint 4G is available in 27 markets
serving more than
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30 million people, and is expected to cover up to 120 million people by the end of 2010. In January 2010 we announced the Overdrive ™ 3G/4G Mobile Hotspot by
Sierra Wireless that atllows up to five wireless fidelity (WiFi} enabled devices to enjoy the speeds of our 4G services where available. We also support the open
development of applications and content on our network platforms. Qur multi-functional device portfolio has been expanded to include the BlackBerry® Tour™
and Blackberry® Curve™ 2, the Samsung Instinct® HD, the Touch Pro 2 from HTC, and the MiFi 2200 from Novatel® Wireless. In 2009 we aiso added our first
Android™ devices—the HTC Hero™ and the Samsung Moment™ with Google™ and we were the first to launch the new Palm WebOS devices. We also enable a
variety of third-party providers, location-based services, and consumer product providers through our open device initiative. The open device initiative
incorporates selling, marketing, product development, and operations resources to address growing non-traditional data needs, which covers a wide variety of
products and services including telematics, in-vehicle devices, e-readers, speciaiized medical devices, and other otiginal equipment manufacturer devices.

We believe that our value-driven wireless price plans are very competitive, Qur family of “Simply Everything®” post-paid price plans bundle together
popular data applications with traditional mobile voice calling at attractive price points. The addition of Any Mobile, Anytime*™ to Everything Data $™ plans
provides subscribers unlimited mobile-to-mobile calling from the Sprint® Network to and from any wireless phone on any U.S. witeless carrier network at no
additional charge. New Business Advantage $ pricing plans provide value, flexibility and simplicity to our business subscribers who can alse take advantage of
Any Mobile, AnytimesM with certain plans. Our Boost Mobile® prepaid price plans include unigue nationwide monthly unlimited, pay as you go, and §1 per day
text and chat plan options. Our Virgin Mobile® prepaid price plans include monthly hybrid plans and voice and data per usage plans. Subscribers may use Top-
Up cards — available in increments of $10, $20, $30, $50 and $90 — to add money to their accounts. Subscribers may also elect to register a credit card, debit card or
PayPal account to credit their accounts automatically on a monthly basis or when their accounts reach a specified minimum amount.

Services and Products

Data & Voeice Services

Wireless data communications services include mobile productivity applications, such as Internet access and messaging and email services; wircless
photo and video offerings; location-based capabilities, including asset and fleet management, dispatch services and navigation toels; and mobile entertainment
applications, including the ability to view live television, listen to Sirius-XM® satellite radio, download and listen to music from our Sprint Music Store, a music
catalog with thousands of songs from virtually every music genre, and game play with full-color graphics and polyphonic sounds all from a wireless handset.

Wireless 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, and speakerphone. We offer Nextel Direct Connect® push-to-talk services on our iDEN network.
We also provide voice and data services to areas in humerous countries outside of the United States through roaming arrangements. We offer customized
design, development, implementation and support services for wireless services provided to large companies and government agencies,

Products

Our services are provided using a wide variety of devices and personal computer wireless data cards manufactured by various suppliers for use with
our voice and data services. We generally sell these devices at prices below our cost in response to competition, to attract new subscribers and as retention
inducements for existing subscribers. We sell accessories, such as carrying cases, hands-free devices, batteries, battery chargers and other items to subscribers,
and we sell devices and accessories to agents and other third-party distributors for resale.

Wireless Network Technologies

We deliver wireless services to subscribers primarily through the ownership of out CDMA and iDEN networks or as a reseller of 4G services.

2




Table of Contents

Our CDMA network, an all-digital wireless network with spectrum licenses that allow us to provide service in all 50 states, Puerto Rico and the U.S.
Virgin Islands, uses a single frequency band and a digital spread-spectrum wireless technology that allows a large number of users to access the band by
assigning a code 1o 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 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, affiliations under commercial arrangemernts with third-party affiliates (PCS Affiliates) and roaming on other
providers’ networks.

Our iDEN network is an all-digital packet data network based on iDEN wireless technology provided by Motorola, Inc. We are the only national
wireless service provider in the United States that utilizes iDEN technology and, generally, the iDEN devices that we cumrently offer are not enabled to roam on
wireless networks that do not utilize iDEN technology. iDEN is a proprictary technology that relies principally on our and Motorola’s efforts for further research,
product development and innovation. For additional information, see ltem 1A, “Risk Factors—I1f Motorola is unable or unwilling to provide us with equipment
and devices in support of our iDEN-based services, as well as improvements, our operations will be adversely affected.”

Beginning in 2009, our subscribers in certain markets now have access to Clearwire’s 4G network through an MYNO arrangement that enables us to
resell Clearwire’s 4G wireless services under the Sprint brand name. The services supported by 4G give subscribers with compatible devices high-speed access to
the Internet. This relationship with Clearwire was developed through a transaction that closed on November 28, 2008, at which time we and Clearwire joined
together to combine our next-generation wirgless broadband businesses.

Sales, Marketing and Customer Care

We focus the marketing and sales of wireless services on targeted groups of retail subscribers: individual consumers, businesses and government
subscribers.

We use a varicty of sales channels to attract new subscribers of wireless services, including:
+  direct sales representatives whose efforts are focused on marketing and selling wireless services primarily to mid-sized to large businesses and
government agencies;

*  retail putlets that focus on sales to the consumer market owned and operated by us, as well as third-party retailers;

* 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

*  subscriber-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 1o the applicable pricing plan. We market our prepaid services under the Boost Mobile®, Virgin
Mobile® and Assurance Wireless™ brands, as a means to provide value-driven prepaid service plans to particular markets. Our wholesale customers are resellers
of our wireless services rather than end-use subscribers and market their products using their brands.

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, including the National Association for Stock Car Auto Racing (NASCAR®), and the National Football League (NFL#), The goal of
these marketing initiatives is to increase brand awareness and sales.

QOur customer management organization works to improve our customer’s experience, with the goal of retaining subscribers of our wirgless services.
Customer service call centers, some of which are operated by us and some of which are operated by unrelated parties subject to Sprint standards of operation,
receive and respond to inquiries from subscribers. We implemented initiatives that are designed 1o improve call center processes and procedures, and
standardized our performance measures through various metrics, including customer satisfaction ratings with respect to customer care, first call resolution and
calls per subscriber.
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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 and devices offered and quality of service. We compete with a number of wireless carriers, including three other national wireless companies: AT&T,
Verizon Wireless and T-Mobile. Qur primary competitors offer voice, high-speed data, entertainment and location-based services and push-to-talk-type features
that are designed to compete with our products and services. Other competitors offer or have announced plans to introduce similar services. AT&T and Verizon
also offer competitive wireless services packaged with Tocal and long distance voice, high-speed Internet services and video, Our prepaid services compete with 2
number of carriers and resetlers including Metro PCS Communications, Inc., Leap Wireless Intemnational, Inc, and TracFone Wireless, which offer competitively-
priced calling plans that include unlimited local calling. Additionally, AT&T, T-Mobile and Verizon also offer competitive prepaid services and wholesale service
to reseflers. Competition will increase to the extent that new firms enter the market if 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 and long term evolution (LTE), Wholesale services and products also contribute to increased competition, In some instances, resellers
that use our network and offer like services compete against our offerings.

Most markets in which we operate have high rates of penctration for wireless services, thereby limiting the growth of subscribers of wireless services.
As the wireless market matures, it is becoming increasingly important to retain existing subscribers in addition to attracting new subscribers. We and our
competitors continue to offer more service plans that combine voice and data offerings, plans that allow usets to add additional mobile devices to their plans at
attractive rates, plans with a higher number of bundled minutes included in the fixed monthly charge for the plan, plans that offer the ability to share minutes
among a group of related subscribers, or combinations of these features. Consumers respond to these plans by migrating to those they deem most attractive. In
addition, wireless carriers also try to appeal o subscribers by offering devices at prices significantly lower than their acquisition cost, and we may offer higher
cost devices at greater discounts than our competitors, with the expectation that the Joss incurred on the device will be offset by future service revenue. As a
result, we and our competitors recognize immediate losses that will not be recovered until future periods when service is provided. Our ability to effectively
compete in the wireless business is dependent upon our ability to retain existing and attract new subscribers in an increasingly competitive marketplace. See
Item 1A, “Risk Factors—If we are not able attract and retain wireless subscribers, our financial performance will be impaired.”

Wireline

We provide a broad suite of wireline voice and data communications services to other communications companies and targeted business subscribers.
In addition, we provide voice, data and 1P communication services to our Wireless segment and 1P and other services to cable Multiple System Operators (MSOs)
that resell our local and long distance service and use our back office systems and network assets in support of their telephone service provided over cable
facilities primarily fo residential end-user subscribers. We are one of the nation’s largest providers of long distance services and operate all-digital long distance
and Tier 1 IP networks.

Services and Products

Qur services and products include domestic and international data communications using various protocols such as multiprotocol label switching
technologies (MPLS), iP, asynchronous transfer mode (ATM), IP-based frame relay, managed network services, Voice over Internet Protocol (VolP) and
traditional voice services. Our IP services can also be combined with our wireless services. Such services include our Wireless Integration service which enables
a wireless handset to operate as part of a subscriber’s wireline voice network and our Datalink 5M service, which uses our wireless networks to connect a
subscriber location into their primarily wireline wide-area IP/MPLS data network, making it easy for businesses to adapt their network to changing business
requirements.
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We continue to assess the portfolio of services provided by our Wireline business and are focusing our efforts on [P-based services and de-
emphasizing stand-alone voice services and non-1P-based data services. For example, in addition to increased emphasis on selling [P and managed services, we
corltinue to convert our existing subscribers from ATM and frame refay to more advanced IP technologies, such as MPLS, Sprintlink® Frame Relay and
Sprintlink® ATM, which allows us to provide converged services. Over time, this conversion is expected to result in decreases in revenue from frame relay and
ATM service offset by increases in 1P and MPLS services. We are also taking advantage of the growth in voice services provided by cable MSOs, by providing
large cable MSOs with wholesale voice local and long distance services, which they offer as part of their bundled service offerings, as well as traditional voice
and data services for their enterprise use.

Although we continue to provide voice services to residential consumers, we no longer actively market those services. OQur Wireline segment markets
and sells its services primarily through direct sales representatives.

Competition

Our Wireline segment competes with AT&T, Verizon Communications, Qwest Communications, Level 3 Communications, [nc., other major local
incumbent operating companies, cable operators and other telecommunications providers in all segments of the long distance communications market, For several
years, our long distance voice services have experienced an industry-wide trend of lower revenue from lower prices and competition from other wiretine and
wireless communications companies, as well as cable MSOs and Internet service providers. We continue to see industry growth in voice services provided by
cable MSOs as consumers use cable MSOs as alternatives to local and long distance voice communications providers.

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 utilize excess capacity in their networks. 1n addition, we face increasing competition from other wireless and [P-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 ltem 1A, “Risk Factors—Consolidation and
competition in the wholesale market for wireline services, as well as consolidation of our reaming pariners and access providers used for wireless services, could
adversely affect our revenues and profitability” and “—The blurring of the traditional dividing lines among long distance, local, wireless, video and Internet
services contribute to increased competition.”

Legislative and Regulatory Developments
Overview

Communications services are subject to regulation at the federal level by the Federal Comntunications Commission (FCC) and in certain states by
public utilities commissions (PUCs). The Communications Act of 1934 (Communications Act) preempts states from regulating the rates or entry of commercial
mobile radio service (CMRS) providers, such as those services provided through our Wireless segment, and imposes various licensing and technical
requirements implemented by the FCC, including provisions related to the acquisition, assignment or transfer of radio licenses. CMRS providers are subject to
state regulation of other terms and conditions of service. Our Wireline segment also is subject to limited federal and state regulation.

The following is a summary of the regulatory environment in which we operate and does not describe all present and proposed federal, state and local
legislation and regulations affecting the communications indusiry. Some legislation and regulations are 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 ltem 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, future growth or results of
operations.” Regulation in the communications industry is subject to
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change, which could adversely affect us in the future. The following discussion describes some of the major communications-related regulations that affect us,
but numercus other substantive areas of regulation not discussed here may also influence our business.

Regulation and Wireless Operations

The FCC regulates the licensing, construction, operation, acquisition and sale of our wireless operations and wireless spectrum holdings. FCC
requirements impose operating and other restrictions on our wireless operations 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, although states may regulate other terms and
conditions. 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 (MHz) band, 900 MHz band, 1.9 gigahertz (GHz) personal communications services (PCS) band, and license
renewals,

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

+  govemn the interconnection of our CDMA and iDEN networks with other wireless and wireline carriers;
*  establish access and universal service funding provisions;

+  impose rules related to unauthorized use of and access to customer information;

* mpose 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 the CDMA network, and 860 MHz and 900 MHz licenses
utilized in the iDEN network. We also hold 1.9 GHz and other FCC Heenses that are not currently being utilized, but which we intend to use in the future
consistent with customer demand and our obligations as a licensee.

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 {(MTAs) and basic trading
arcas (BT As) with several BTAs making up each MTA. Each license is subject to build-out requirements, and the FCC may revoke a license after a hearing if the
build-out or other applicable reguircments have not been met. We have met these requirements in all of our MTA and BTA markets.

If applicable build-out 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 the applicant
can demonstrate that it has provided “substantizal 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 ten-year terms and are not subject to specific build-out conditions, but are subject to renewal requirements that are similar to those for our PCS licenses.
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800 MHz and 900 MHz License Conditions

We hold licenses for channels in the 800 MHz and 900 MHz bands that are used to deploy our iDEN services. Because spectrum in these bands
originally was 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 these construction requirements 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 ten-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,

Spectrum Reconfiguration Obligations

In 2004, 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. The Report and Order provides for the exchange of & portion of our 800 MHz FCC spectrum licenses, and requires us to fund the
cost incurred by public safety systems and other incumbent licensees to reconfigure the 800 MHz spectrum band. In addition, we received licenses for 10 MHz of
nationwide spectrum in the 1.9 GHz band; however, 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 minimum cash obligation is approximately $2.8 billion under the Report and Order. We are, however, obligated to pay the full amount of the costs
relating to the reconfiguration plan, cven if those costs exceed $2.8 billion. As required under the terms of the Report and Order, a letter of credit has been
secured to provide assurance that funds will be available to pay the relocation costs of the incumbent users of the 800 MHz spectrum. These relocation costs are
reviewed periodically based on actual costs incurred. As aresult of these reviews, our letter of credit was reduced from $2.0 billion to $1.7 billion in 2009 as
approved by the FCC. :

Completion of the 806 MHz band reconfiguration was initially required by June 26, 2008; however, the FCC has issued a significant nnmber of waivers
to 800 MHz licensees giving them additional time to complete their band reconfigurations, which may delay access to some of our 800 MHz replacement spectrum.
Based on progress to date, a significant number of additional extension requests have been filed and more are expected. Under an October 2008 FCC Order, we
may be required, on March 31, 2010, to relinquish some of our 800 MHz spectrum on a region-by-region basis prior to receiving 800 MHz replacement spectrum.
On January 27, 2010, we asked the FCC to waive the requirement in certain regions where most public safety agencies have not yet vacated our replacement
channels. This request is pending before the FCC. The Report and Order also contained an exception with respect to markets that border Mexico and Canada. The

exception with respect to markets that border Canada was clarified on May 9, 2008 when the FCC issued the Canadian border plans to include a 30-month
deadline for completion.

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 wireless carriers, including us, in the future.

911 Services

Pursuant to FCC rules, CMRS providers, including us, are required to provide enhanced 911 (E911) services in a two-tiered manner. Specifically,
wireless carriers are required to transmit to a requesting public safety answering point (PSAP) both the 911 caller’s telephone number and {a) the location of the
cell site from which the call is being made, or (b} the location of the customer’s handset using latitude and longitude, depending upon the capability of the PSAP.
Implementation of E911 service must be completed within six months of a PSAP request for service in its area, or longet, based on the agreement between the
individual PSAP and carrier. As a part of the FCC’s approval of the Clearwire transaction, we committed to measure the accuracy
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of gur 911 systems at the county level with certain exceptions. We believe we will be able to comply with this accuracy standard using existing technology.

National Security

Issues involving national securily and disaster recovery are likely to continve to receive attention at the FCC, state and local levels, and Congress. A
major focus of the federal government is cyber security, Congress is expected to take up legislation implementing measures to increase the security and resiliency
of the Nation’s digital infrastructure. We cannot predict the cost impact of such legislation, The FCC has chartered the Communications Security, Reliability and
Interoperability Council consisting of communications companies, public safety agencies and non-profit consumer and community organizations to make
recommendations to the FCC to ensure optimat security, reliability, and interoperability of communications systems. We are a member of the council. In addition,
the FCC and the Federal Emergency Management Agency/Department of Homeland Security are likely to continue to focus on disaster preparedness and
communications among first responders. We have voluntarily agreed to provide wireless emergency alerts over our CDMA network and are looking to do so over
our iDEN network. Under the time line developed by the FCC, the provision of such alerts is to begin no later than April 2012,

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, inciuding requirements imposed by the FCC and the Federal Aviation Administration. FCC rules subject certain cell site locations to extensive
zoning, environmental and historic preservation requirements and mandate consultation with various parties, including Native Americans. The FCC adopted
significant changes to its rules governing historic preservation review of projects, which makes it more difficult and expensive to deploy antenna facilities. The
FCC recently has imposed a tower siting “shot clock” that would require local authorities o address tower applications within a specific timeframe, This may
assist carriers in more rapid deployment of towers. Other changes to environmental protection and tower construction rules, however, are still possible. 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.

State and Local Regulation

While the Communications Act generally preempts state and Iocal governments from regulating entry of, or the rates charged by, wireless carriers,
certain state PUCs and local govermments regulate customer billing, termination of service arrangements, advertising, certification of operation, use of handsets
when driving, service quality, sales practices, management of customer call records and protected information and many other areas. Also, some slate attorneys
general have become more active in bringing lawsuits related to the sales practices and services of wireless carriers. Varying practices among the states may make
it more difficuit for us to implement national sales and marketing programs. States also may impose their cwn universal service support requirements on wireless
and other communications carriers, similar to the contribution requirements that have been established by the FCC, and some states are requiring wireless carriers
to help fund the provision of intrastate relay services for consumers who are hearing impaired. We anticipate that these trends will continue to require us to
devote legal and other resources to work with the states to respond to their concems while attempting to minimize any new regulation and enforcement actions
that could increase our costs of doing business.

Regulation and Wireline Operations
Competitive Local Service

The Telecommunications Act of 1996 {Telecom Act) the first comprehensive update of the Communications Act, was designed to promote
competition, and it eliminated legal and regulatory barriers for entry into local and long distance communications markets. It also required incumbent local
exchange carriers (ILECs) to allow resale of specified local services at wholesale rates, negotiate interconnection agreements, provide nondiscriminatory access to
certain unbundied network elements and allow co-location of interconnection equipment by competitors. The rules implementing the Telecom Act remain subject
to legal
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challenges. Thus, the scope of future local competition remains uncertain. These local competition rules impact us because we provide wholesale services to
cable television companies that wish to compete in the local voice telephony market.

We provide cable companies with communications and back-office services to ¢nable the cable companies to provide competitive local and long
distance telephone services primarily in a VolP format to their end-user customers. We are now providing these services to cable companies in a number of states
while working to gain regulatory approvals and obtain interconnection agreements to enter additional markets. Certain rural 1LECs continue to take steps to

impede our ability to provide services to the cable companies in an efficient manner. However, regulatory decisions in several states may speed our market entry
in those states.

Voice over Internet Protocol

We offer a growing number of VolP-based services to business subscribers and transport VolP-originated traffic for various cable companies. The
FCC has not yet resolved the regulatory classification of VoIP services, but continues to consider the regulatory status of various forms of VoIP. In 2004, the FCC
issued an order finding that one form of VolIP, involving a specific form of computer-to-computer services for which ne 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 aiso ruled that long distance offerings in which calis 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 the universal service fund (USF). In addition, the FCC preempied stales from
exercising entry and related economic regulation of interconnected VolP services that require the use of broadband connections and specialized customer
premises equipment and permit usets to terminate calls 10 and receive calls from the public switched telephone network. However, the FCC’s ruling did not
address specifically whether this form of VolIP is an “information service” or a “telecommunications service,” or what regulatory obligations, such as intercarrier
compensation, should apply. Nevertheless, the FCC requires interconnected VolP providers to contribute to the federal USF, offer E911 emergency calling
capabilities to their subscribers, and comply with the electronic surveillance obligations set forth in the Communications Assistance for Law Enforcement Act
(CALEA). Because we provide VolP services and transport VolP-originated traffic, an FCC ruling on the regulatory classification of VoIP services and the
applicability of specific intercarrier compensation rates is likely to affect the cost to provide these services; our pricing of these services; access o numbering
resources needed to provide these services; and long-term E911, CALEA and USF obligations. Continued regulatory uncertainty over the appropriate intercarrier
compensation for interconnected VolP services has led to many disputes between carriers,

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 commion carrier regulation on cable providers, the FCC issued an order in September 2005 declaring that the wircline
high-speed Internet access services, which are provided by ILECs, are “information services™ rather than “telecommunications services.” As a result, over time
ILECs have been relieved of certain obligations regarding the provision of the underlying broadband transmission services. In 2007, the FCC followed this
decision with a similar deregulation of wireless high-speed Internet access services. Such deregulation should result in less regulation of some of our evolution
data optimized (EV-DQO} products and services.

Network Neutrality

Deregulation of broadband services has sparked a debate over “net neutrality™ and “open access.” Proponents of ““net neutrality” assert that
operators of broadband transmission facilities should not be permitted to make distinctions among content providers for priority access to the underlying
facilities and that networks should be “open™ to use by any device the customer chooses to bring to the network. While we have deployed open wireless
operating platforms on our devices, such as the Android platform created in conjunction with
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Google and the Open Handset Alliance, an open access or net neutrality mandate that is not narrowly crafled could adversely affect the operation of our
broadband networks by constraining our ability to control the network and protect our users from harm caused by other users and devices. The FCC has a
pending proceeding to consider whether all high-speed Internet access services, including wireless services, should be subject to such “net neutrality”
obligations. The imposition of any such obligations could result in significant costs to us.

International Regulation

The wireline services we provide cutside the United States are subject to the regulatory jurisdiction of foreign governments and international bodies.
In general, this regulation requires that we obtain licenses for the provision of wireline services and comply with certain govemment requirentents.

Other Regulations
Truth in Billing and Consumer Protecticn

The FCC’s Truth in Billing rules generally require both wireline and wireless telecommunications carriers, such as us, to provide full and fair disclosure
of all charges on their 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 biils, is
preempted by federal statute. This decision was overturned by the 11th Circuit Court of Appeals and the Supreme Court denied further appeal. As a
consequence, states may attempt to impose various regulations on the billing practices of wireless carriers. In addition, the FCC has epened a new proceeding to
address issues of consumer protection, including the use of early termination fees, and appropriate state and federal roles. If this proceeding or individual state
proceedings create changes in the Truth in Billing rules, our billing and customer service costs could increase.

Access Charge Reform

ILECs and competitive local exchange carriers (CLECs) impase access charges for the origination and termination of leng distance calls upon wireless
and long distance carriers, including our Wireless and Wireline segments. Also, interconnected local carriers, including our Wireless segment, pay to each other
reciprocal compensation fees for terminating interconnected local calls. In addition, ILECs and CLECs impose special access charges for their provision of
dedicated facilities to other carriers, including both our Wireless and Wireline segments. These fees and charges are a significant cost for our Wireless and
Wireling segments. There are ongoing proceedings at the FCC related to access charges and special access rates, which could impagct our costs for these services
and the FCC has released recently a further Public Notice addressing special access charges. We cannot predict when these proceedings will be completed.

Several ILECs have sought and received forbearance from FCC regulation of certain enterprise broadband services. Specifically, the FCC granted
forbearance to AT&T, ACS Anchorage, CenturyLink (formerly Embarq), Frontier and Citizens from price regulation of their non-time division multiplexing (TDM)
based high-capacity special access services. Furthermore, in 2007, the U.S. Court of Appeals for the District of Columbia found that Verizon was “deemed
granted” forbearance from the same rules when the FCC deadlocked on its similar forbearance petition, and that the “deemed grant” was unreviewable by the
Court. Our request for en banc review was denied. The appeal of the FCC’s rulings with respect to AT&T, Citizens, Frontier and CenturyLink was denied. These
deregulatory actions by the FCC could enable the ILECs to raise their special access prices.

The FCC currently is considering measures to address “traffic pumping” by local exchange carriers (LECs) predominantly in rural exchanges, that have
very high access charges. Under traffic pumping arrangements, the LECs partner with other entities to offer “free” or almost free services (such as conference
calling and chat lines) to end users; these services (and payments to the LECs’ partners) are financed through the assessment of high access charges on the end
user’s long distance or wireless carrier. Because of the peculiarities of the FCC’s access rate rules for small rural carriers, these LECs are allowed to base their
rates on low historic demand levels rather than the vastly higher “pumped” demand levels, which enables the LEC to earn windfall
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profits. The FCC is considering the legality of traffic pumping arrangements as well as rule changes to ensure that rates charged by LECs experiencing substantial
increases in demand volumes are just and reasonable. As a major wireless and wireline carrier, we have been assessed millions of dollars in access charges for
“pumped” traffic. Adoption by the FCC of measures to limit the windfal} profits associated with traffic pumping would have a direct beneficial impact on us,
Recent positive decisions against several LECs and their traffic pumping partners in U.S. district courts and before the lowa Uiilities Board and the FCC may
result in some decrease in this activity.

Universal Service Reform

Communications carriers contribute to and receive support from various universal service funds established by the FCC and many states. The federal
USF program funds services provided in high-cost areas, reduced-rate services to low-inceme consumers, and discounted communications and Internet services
for schools, libraries and rural health care facilities. The USF is funded from assessments on communications providers, including our Wireless and Wireline
segments, based on FCC-prescribed contribution factors applicable to our interstate and international end-vser revenues from telecommunications services and
interconnected VolP services. Similarly, many states have established their own universal service funds to which we contribute. The FCC is considering changing
the interstate revenue-based assessment with an assessment based on telephone numbers ot connections to the public netwerk, which could impact the amount
of our assessments, but it is not ¢lear that the FCC is prepared to take action in the near future. As permitted, we assess subscribers for these USF charges.

The FCC also is considering changing the way it distributes federal USF support to competitive carriers like us. Currently, we receive support in 25
jurisdictions as an Eligible Telecommunications Carrier (ETC). In 2008, the FCC capped the total amount of high cost USF support competitive carriers could
receive and has continued to impose conditions on parties seeking merger or acquisition approval to reduce their USF receipts. As part of the Clearwire
transaction, we agreed to reduce our USF receipts to zero in five equal steps over a four year-period. The annual amount we currently receive from USF is
immaterial. In addition, various state commissions have imposed or are considering new billing, Lifeline service and network deployment requirements which add
significantly to the cost and burden of providing service as an ETC. A loss of our ETC designation in a given state, whether voluatary or mandatory, would
require us to forego our USF support in that state.

Electronic Surveillance Obligations

The CALEA requires telecommunicationg carriers, including us, to modify equipment, facilities and services to allow for authorized electronic
surveillance based on either industry or FCC standards. Qur CALEA obligations have been extended to data and VoIP networks, and we are in compliance with
these requirements. Certain laws and regulations require that we assist various government agencies with electronic surveillance of communications and records
concerning those communications. We are a defendant in four purported class action lawsnits that allege that we participated in a program of intelligence
gathering activities for the federal government following the terrorist altacks of September 11, 2001 that violated federal and state law. Relief sought in these
cases includes injunctive relief, statutory and punitive damages, and attorneys’ fees. We believe these suits have no merit, and they were dismissed by the
district court. The plaintiffs’ appeal to the US Court of Appeals for the Ninth Circuit is pending. We do not disclose customer information to the government or
assist government agencies in electronic surveillance unless we have been provided a lawful request for such information.

Privacy-Related Regulations

We comply with FCC customer proprietary network information (CPNI} rules, which require carriers to comply with a range of marketing and safeguard
obligations. These obligations focus on carriers’ access, use, storage and disclosure of CPNI. In 2007, the FCC adopted a new CPNI Order that imposed
additional CPNI obligations on carriers. The new CPNI rules took effect in December 2007. We are utilizing a variety of compliance vehicles, such as technical and
systematic solutions and updated policies and procedures, to conform our operations to the new CPNI obligations. The technical and systematic solutions offer
significant data security
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benefits, but they also require significant development and testing. We petitioned the FCC for a limited waiver of some new CPNI rules so that we could complete
development, testing and deployment of our CPNI compliance solutions. No opposition comments were filed in response to our petition. We also continue to
monitor our CPNI compliance program and make enhancements and improvements when necessary.

Eovironmental Compliance

Our environmental compliance and remediation obligations relate primarily to the operation of standby power generators, batterics and fuel storage for
our telecommunications equipment. These obligations require compliance with storage and related standards, obtaining of permits and occasional remediation.
Although we cannot assess with certainty the impact of any future compliance and remediation obligations, we do not believe that any such expenditures will
have a material adverse effect on our financial condition or results of operations,

We have identified seven former manufactured gas plant sites in Nebraska, not currently owned or operated by us, that may have been owned or
operated by entities acquired by Centel Corporation, formerly a subsidiary of ours and now a subsidiary of CenturyLink. We and CenturyLink have agreed to
share the environmental liabilities arising from these former manufactured gas plant sites. Three of the sites are part of ongoing settlement negotiations and
administrative consent orders with the Environmental Protection Agency (EPA). Two of the sites have had initial site assessments conducted by the Nebraska
Department of Environmental Quality (NDEQ) but no regulatory actions have followed. The two remaining sites have had no regulatory action by the EPA or the
NDEQ. Centel has entered into agreements with other potentially responsible parties o share costs in connection with five of the seven sites. We are working to
assess the scope and nature of this responsibility, which is not expected to be material.

Patents, Trademarks and Licenses

We own numerous patents, patent applications, service marks, trademarks and other intellectual property in the United States and other countries,
including “Sprint®,” “Nextel®” “Direct Connect®,” and “Boost Mobile®.” OQur services often use the intellectual property of others, such as licensed software,
and we often license copyrights, patents and trademarks of others, like “Virgin Mobile®.” In total, these licenses and our copyrights, patents, trademarks and
service marks are of material importance to the business. Generally, our trademarks and service marks endure and are enforceable so long as they continue to be
used. Qur 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 othets to use the trademarks “Sprint” and “Nextel”

We have received claims in the past, and may in the future receive claims, that we, or third parties from whom we license or purchase goods or
services, 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 stop using certain trademarks. We, or
third parties from whom we license or purchase goods or services, alse could enter into licenses with unfavorable terms, including royalty payments, which could
adversely affect our business.

Employee Relations

As of December 31, 2009, we employed approximately 40,000 personnel, .

We announced cost reduction programs in January and November 2009 designed to further align our cost structure with the reduced revenues
expected from fewer subscribers. Approximately 1,200 positions from the 2009 reductions will not be completed until 2010, and as such, are still included in the
ending employee count above.

Access to Public Filings and Board Committee Charters

Important information is routinely posted on our website at www.sprins.com. Information contained on the website is not part of this annual report.
Public access is provided to our annual reports on Form 10-K, quarterly reporis on Form 10-Q, current reports on Form 8-K, and amendments to these reports filed
with the
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Securities and Exchange Commission {SEC) under the Securities Exchange Act of 1934, These documents may be accessed free of charge on our website at the
following address: http.//investors.sprint.com. These documents are available as soon as reasonably practicable afier filing with the SEC and may also be found
at the SEC’s website at www.sec.gov.

Public access is provided 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 Compensation Committee, the Executive Committee, the Finance Committee, and the
Neominating and Corporate Governance Committee. The Code of Conduct, corporate governance guidelines and committee charters may be accessed free of
charge on our website al the following address: www.sprint. com/governance. Copies of any of these documents can be obtained free of charge by writing to:
Sprint Nextel Shareholder Relations, 6200 Sprint Parkway, Mailstop KSOPHF0302-3B424, Overland Park, Kansas 66251 or by email at
shareholder.relations@sprint.com. If a provision of the Code of Conduct required under the NYSE corporate governance standards is materially modified, or ifa
waiver of the Code of Conduct is granted to a director or executive officer, a notice of such action will be posted on our website at the following address:
www.sprint.com/governance. Only the Audit Committee may consider a waiver of the Code of Conduct for an executive officer or director.

Item 1A. Risk Factors

In addition to the other information contained in this Form 10-K, the following risk factors should be considered carefully in evaluating us. Qur
business, financial condition, liquidity or results of operations could be materially adversely affected by any of these risks.
If we are not able to attract and retain wireless subscribers, our financial performance will be impuaired.

We are in the business of selling communications services to subscribers, and our economic success is based on our ability to attract new subscribers
and retain current subscribers. If we are unable to find enough people willing to subscribe for or purchase our wireless communications services, or unwilling to
continue to purchase our services, at the prices at which we are willing to sell them, our financial performance will be impaired, and we could fail to meet our
financial obligations, which could result in several outcomes, including controlling investments by third parties, takeover bids, liquidation of assets or
insolvency. Since January 1, 2009, we have experienced a 1.0 miilion decrease in our total retail subscriber base, including approximately 3.5 million post-paid
subscribers, while our two largest competitors increased their subscribers. In addition, over the past year, we have experienced an average post-paid churn rate of
2.15%, while our two largest competitors had churn rates that were substantially lower.

Our ability to compete successfully for new subscribers and to retain our existing subscribers and reduce cur rate of churn depends on:

*  our successful execution of marketing and sales strategies, including the acceptance of our value proposition; service delivery and customer
care activities, including new account set up and billing; and our credit and collection policies;

¢ actual or perceived quality and coverage of our network;
*  public perception about our brands;
*  our ability to anticipate and develop new or enhanced products and services that are attractive to existing or potential subscribers;

*  our ability to anticipate and respond to various competitive factors affecting the industry, including new services that may be introduced by
our competitors, changes in consumer preferences, demographic trends, economic conditions, and discount pricing and other strategies that
may be implemented by our competitors; and

*  our ability to enter into arrangements with MVNOs and alternative resellers;

Our recent efforts to attract new post-paid subscribers and reduce churn have not been as successful as those of our competitors. Qur post-paid
subscriber losses and high rate of churn have impaired our ability to
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maintain the level of revenues generated in prior periods and caused deterioration in the operating margins of our wireless operations and our operations as a
whole, the effects of which will continue if we do not attract new subscribers and reduce our rate of churn. Qur ability to retain subscribers may also be
negatively affected by industry trends related to subscriber contracts. For example, we and our competitors no longer require subscribers 1o rengw their contracts
when making changes to their pricing plans. These types of changes could negatively affect our ability to retain subscribers and could lead to an increase in our
churn rates if we are not successful in providing an attractive product and service mix.

We expect to incur expenses 10 attract new subscribers, improve subscriber retention and reduce churn, but there can be no assurance that our efforts
will result in new subscribers or a lower rate of subscriber churn. Subscriber losses and a high rate of churn adversely affect our business, financial condition and
results of operations because they result in lost revenues and cash flow. Although attracting new subscribers and retention of existing subscribers are important
to the financial viability of our business, there is an added focus on retention because the cost of adding a new subscriber is higher than the cost associated with
retention of an existing subscriber, and new subscribers are generally entering into contracts with lower average revenue per subscriber than the subscribers
leaving our network.

AS the wireless market matures, we must increasingly seek to aitract subscribers from competitors and face increased credit visk from first-time wireless
subscribers.

We and our competitors increasingly must seek to attract a greater proportion of new subscribers from each other’s existing subscriber bases rather
than from first-time purchasers of wireless services. Recently, we have not been able to attract post-paid subscribers at the same rate as our competitors and have
had a net loss of post-paid subscribers during each of the last three fiscal years ending December 31, 2009. In addition, the higher market penetration also means
that subscribers purchasing wireless services for the first time, on average, have a lower credit score than existing wireless users, and the number of these
subscribers we are willing to accept is dependent en our credit policies. To the extent we cannot compete effectively for new subscribers, our revenues and
results of operations will be adversely affected.

Competition and technological changes in the market for wireless services could negatively affect our average revenue per subscriber, subscriber churn,
operating costs and our ability to attract new subscribers, resulting in adverse effects on our revenues, future cash flows, growth and profitability.

We compete with a number of other wireless service providers in each of the markets in which we provide wireless services, and we expect
competition to increase as additional spectrum is made available for commercial wireless services and as new technologies are developed and launched. As
competition among wireless communications providers has increased, we have created pricing plans that have resulted in declining average revenue per
subscriber, for voice and data services, a trend that we expect will continug, Competition in pricing and service and product offerings may also adversely impact
subscriber retention and our ability to attract new subscribers, with adverse effects on our results of operations. A decline in the average revenue per subscriber
coupled with our declining number of subscribers will negatively impact our revenues, future cash flows, growth and overal! profitability, which, in turn, could
impact our ability to meet our financial obligations.

The wireless communications industry is experiencing significant technological change, including improvements in the capacity and guality of digital
technology and the deployment of unlicensed spectrum deviges. This change causes uncertainty about future subscriber demand for our wireless services and
the prices that we will be able to charge for these services. In addition, due, in part, to current economic conditions, we are carefully monitoring our spending, and
we are targeting how and where we spend our capital on network and service enhancements. Spending by our competitors on new wireless services and network
improvements could enable our competitors to obtain a competitive advantage with new technologies or enhancements that we do not offer. Rapid change in
technology may lead to the development of wireless communications technologies or alternative services that are superior to our technologies or services or that
consumers prefer over ours. 1f we are unable to meet future advances in competing technologies on a timely basis, or at an acceptable cost, we may not be able to
compete effectively and could lose subscribers to our competitors.
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Mergers or other business combinations involving our competitors and new entrants, including new wholesale relationships, beginning to offer
wireless services may also continue to increase competition. These wireless operators may be able to offer subscribers network features or products and services
not offered by us, coverage in areas not served by either of our wireless networks or pricing plans that are [ower than those offered by us, all of which would
negatively affect our average revenue per subscriber, subscriber churn, ability to attract new subscribers, and operating costs. For example, AT&T, Verizon and
T-Mobile now offer competitive wircless services packaged with local and long distance voice and high-speed Internet services, and flat rate voice and data
plans. Our prepaid services compete with several regional carriers, including Metro PCS and Leap Wireless, which offer competitively-priced prepaid calling plans
that include unlimited local calling. In addition, we may lose subscribers of our higher priced plans to our prepaid offerings.

One of the primary differentiating features of cur iDEN network is the two-way walkie-talkie service. Several wireless equipment vendors, including
Motorola, which supplies equipment for our Nextel-branded service, have begun lo offer wireless equipment that is capable of providing walkie-talkie services
that are designed to compete with our walkie-talkie services. Several of our competitors have introduced devices that are capable of providing walkie-talkie
services. If these competitors’ services are perceived to be or become comparable, or if any services introduced in the future are comparable to our Nextel-
branded walkie-tatkie services, a key competitive advantage of our Nextel service would be reduced, which in turn could adversely affect our business.

Fallure to improve wireless subscriber service and fallure to continue to enhance the quality and features of our wireless networks and meet capacity
requirements of our subscriber base could impair our financial performance and adversely affect our results of operations.
Although we must continually make investments and incur costs in order to improve our wirgless subscriber service and remain competitive, due to,

among other things, the current economic conditions, we are carefully targeting how and where we spend our capital on network and service enhancements. Over
the past few years, we worked to enhance the quality of our wireless networks and related services by:

*  maintaining and expanding the capacity and coverage of our networks;

*  securing sufficient transmitter and receiver sites and obtaining zoning and construction approvals or permits at appropriate locations;

*  obtaining adequate quantities of system infrastructure equipment and devices, and related accessories to meet subscriber demand; and
*  obtaining additional spectrum in some or all of our markets, if and when necessary.

Our current budget and focus on careful spending will require us to make decisions on the necessity and timing of certain network enhancements. We
may not continue to update our network at the same rate as in previous years, If our competiters spend on their network and service enhancements while we are
curtailing our nonessential spending, their networks could perform at levels superior to ours, which could negatively affect our ability to attract new subscribers
or retain existing subscribers.

Any network and service enhancements we decide to make may not occur as scheduled or at the cost that we have estimated. Delays or failure to add
network capacity, failure to maintain roaming agreements or increased costs of adding capacity could limit our ability to satisfy our wircless subscribers, resulting
in decreased revenues. Even if we continuously upgrade our wireless networks, there can be no assurance that existing subscribers will not prefer features of our
competitors and switch wireless providers.

Cuarrent economic conditions, our recent financial performance and our debt ratings could negatively impact aur access to the capital markets resuiting in
less growth than planned or failure to satisfy financial covenants under our existing debt agreements.

Although we do not believe we will require additional capital to make the capital and operating expenditures necessary to implement our business
plans or to satisfy our debt service requirements for the next few years, we may need to incur additional debt in the future for a variety of reasons, including
future
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acquisitions. Qur ability to arrange additional financing will depend on, among other factors, our financial performance, debt ratings, general economic conditions
and prevailing market conditions. Some of these factors are beyond our control, and we may not be able to arrange additional financing on terms acceptable to us,
or at all, including at the expiration of our current credit facility, which expires in December 2010. Failure to obtain suitable financing when needed could, among
other things, result in our inability to continue to expand our businesses and meet compstitive challenges. Our debt ratings could be downgraded if we incur
significant additional indebtedness, or if we do not generate sufficient cash from our operations, which would likely increase our future borrowing costs and
could affect our ability to access capital.

Our credit facility, which expires in December 2010, requires that we maintain a ratio of total indebtedness to trailing four quarters earnings before
interest, taxes, depreciation and amortization and other non-cash gains or losses, such as goodwill impairment charges, of no more than 4.25 to 1.0, which as of
December 31, 2009, was 3.5 to 1.0. [f we do not continue to satisfy this ratio, we will be in default under our credit facility, which could trigger defaults under our
other debt obligations, which in trn could result in the maturities of certain debt obligations being accelerated. The indentures governing our notes limit, among
other things, our ability to incur additional debt, create liens and sell, transfer, lease or dispose of assets.

The trading price of our common stock has been and may continue to be volatile and may not reflect our actual operations and performance.

The stock market, in general, and the market for communications and technology companies in particular, have experienced price and volume
fluctuations over the past year. These broad market and industry factors may seriously harm the market price of our common stock, regardless of our actual
operations and performance. Stock price volatility and sustained decreases in our share price could subject our shareholders to losses and us to takeover bids or
lead to action by the NYSE. The trading price of our common stock has been, and may continue to be, subject to fluctuations in price in response to various
factors, some of which are beyond our control, including, but not limited to:

¢ quarterly announcements and variations in our results of operations or those of our competitors, either alone or in comparison to analysts
expeciations, including announcements of continued subscriber losses and rates of churn that would result in downward pressure on our stock
price;

*  the availability or perceived availability of additional capital and market perceptions relating to our access 1o this capital,

«  seasonality or other variations in our subscriber base, including our rate of churn;

* announcements by us or our competitors of acquisitions, new products, significant contracts, commercial relationships or capital commitments;

*  the performance of Clearwire and Clearwire’s Class A common stock or speculation about the possibility of future actions we or other
significant sharcholders may take in connection with Clearwire holdings;

+  disruption to our operations or those of other companies critical to our netwoerk operations;

¢ announcements by us regarding the entering into, or termination of, material transactions;

«  our ability to develop and market new and enhanced products and services on a timely basis;

*  recommendations by securities analysts or changes in estimates concerning us;

» the incurrence of additional debt, dilutive issuances of our stock, short sales, hedging and other derivative transactions of our common stock;
+ any major change in our board of directors or management;

+ litigation;

+ changes in governmental regulations or approvals; and

+  perceplions of general market conditions in the technology and communications industries, the U.S. economy and global market conditions.
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Consolidation and competition in the wholesale markeit for wireline services, as well as consolidation of our roaming partners and access providers used for
wireless services, could adversely affect our revenues and profitability.

Qur Wireline segment competes with AT&T, Verizon, Qwest Communications, Level 3 Communications Inc., other major local incumbent operating
companies, and cable operators, as well as a host of smaller competitors, in the provision of wireline services. Some of these companies have high-capacity, [P-
based fiber-optic networks capable of supporting large amounts of voice and data traffic. Some of these companies claim certain cost structure advantages that,
among other factors, may allow them to offer services at a price below that which we can offer profitably. In addition, consolidation by these companies could
lead to fewer companies controlling access to more cell sites, enabling them to control usage and rates, which could negatively affect our revenues and
profitability.

We provide wholesale services under long term contracts to cable television operators which enable these operators to provide consumer and
business digital telephone services. These contracts may not be renewed as they expire, generally in the time period between 2011 and 2013.

Increased competition and the significant increase in capacity resulting from new technologies and networks may drive already low prices down
further. AT&T and Verizon continue to be our two largest competitors in the domestic long distance communications market. We and other long distance carriers
depend heavily on local access facilities obtained from ILECS to serve our long distance subscribers, and payments to ILECs for these facilities are a significant
cost of service for our Wireline segment. The long distance operations of AT& T and Verizon have cost and operaticnal advantages with respect to these access
facilities because those carriers serve significant geographic areas, including many large urban areas, as the incumbent local carrier.

In addition, our Wireless segment could be adversely affected by changes in rates and access fees that result from consohdauon of our roaming
partners and access providers, which could negatively affect our revenues and profitability.

Failure to complete development, testing and deployment of new technology that supports new services could affect our ability to compete in the industry.
The deployment of new technology and new service offerings could result in network degradation or the loss of subscribers. In addition, the technology we
use may place us at a competitive disadvantage.

We develop, test and deploy various new technologies and support systems intended to enhance our competitiveness by both supporting new
services and features and reducing the costs associated with providing those services. Successful development and implementation of technology upgrades
depend, in part, on the willingness of third parties to develop new applications in a timely manner. We may not successfully complete the development and
rollout of new technology and related features or services in a timely manner, and they may not be widely accepted by our subscribers or may not be profitable, in
which case we could not recover our investment in the technology. Deployment of technology supporting new service offerings may also adversely affect the
performance or reliability of our networks with respect to both the new and existing services and may require us to take action like curtailing new subscribers in
certain markets. Any resulting subscriber dissatisfaction could affect our ability to retain subscribers and have an adverse effect on our results of operations and
growth prospects.

Our wireless networks provide services utilizing CDMA and iDEN technologies. Wireless subscribers served by these two technologies represent a
smaller portion of global wireless subscribers than the subscribers served by wireless networks that utilize Global System for Mobile Communications (GSM)
technology. As a result, our costs with respect to both CDMA and iDEN network equipment and devices may centinue to be higher than the comparable costs
incurred by our competitors who use GSM technology, which places us at a competitive disadvantage.

We entered into agreements in 2008 with Clearwire to integrate our former 4G wireless broadband business with theirs. See “Risks Related to our
Investment in Clearwire” below for risks related to our investment in Clearwire and the deployment of 4G.
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The blurring of the traditional dividing lines among long distance, local, wireless, video and Internet services contribute to increased competition.

The traditional dividing lines among long distance, local, wireless, video and Internet services are increasingly becoming blurred. Through mergers,
joint ventures and various service expansion strategies, major providers are striving to provide integrated services in many of the markets we serve, This trend is
also reflected in changes in the regulatory environment that have encouraged competition and the offering of integrated services.

We expect competition to intensify across all of our business segments as a result of the entrance of new competitors or the expansion of services
offered by existing competitors, and the rapid development of new technologies, products and services. We cannot predict which of many possible future
technologies, products, or services will be important to maintain our competitive position or what expenditures we will be required to make in order to develop
and provide these technologies, products or services. To the extent we do not keep pace with technological advances or fail to timely respond to changes in the
competitive environment affecting our industry, we could lose market share or experience a decline in revenue, cash flows and net income. As a result of the
financial strength and benefits of scale enjoyed by some of our competitors, they may be able to offer services at lower prices than we can, thereby adversely
affecting our revenues, growth and profitability.

If we are unable to improve our results of operations, we face the possibility of additional charges for impairments of long-lived or indefinite-lived assets. In
addition, if the fair market value of our investment in Clearwire based on quoted prices continues to frade below its book value, it could result in an
impairment charge. Also, our future operating results will be impacted by our share of Clearwire’s net loss or net income, which during this period of their
network build-out will likely negatively affect our results of operations.

We review our wircless and wireline long-lived assets for impairment when changes in circumstances indicate that the book amount may not be
recoverable. 1f we are unable to improve our results of operations and cash flows, a review could lead te a material impairment charge in our consolidated financial
statements. In addition, if we continue to have challenges retaining subscribers and as we continue to assess the impact of rebanding the iDEN network,
management may conclude in future periods that certain CDMA and iDEN assets will never be either deployed or redeployed, in which case cash and non-cash
charges that could be material to our consolidated financial statements would be recognized.

We account for our investment in Clearwire using the equity method of accounting and, as a result, we record our share of Clearwire’s net income or
net loss, which could adversely affect our consolidated results of operations. In addition, the trading price of Clearwire’s Class A common stock has been and
may continue to be volatile, and the estimated fair market value of our investment may continug to be below the book value of the investment, which could result
in a material impairment in our consolidated financial statements.

If Motgrola is unable or unwilling to provide us with equipment and devices in support of our iDEN-based services, as well as improvements, our operations
will be adversely affected.

Motorola is our sole source for most of the equipment that supports the iDEN network and for all of the devices we offer under the Nextel brand
except for BlackBerry devices. Although our handset supply agreement with Motorola is structured to provide competitively-priced devices, the cost of iDEN
devices is generally higher than devices that do not incorporate a similar multi-function capability. This difference may make it more difficult or costly for us to
offer devices at prices that are attractive to potential subscribers. In addition, the higher cost of iDEN devices requires us to absorb a larger part of the cost of
offering devices to new and existing subscribers, which may reduce our growth and profitability. Also, we must rely on Motorola to develop devices and
cquipment capable of supporting the features and services we offer to subscribers of services on our iDEN network, including the dual-mode devices. A decision
by Motorola to discontinue, or the inability of Motorola to continue, manufacturing, supporting or enhancing our iDEN-based infrastructure and devices would
have a material adverse effect on us. In addition, because iDEN technology is not as widely adopted and has fewer subscribers than other wireless technologies,
it is less likely that manufacturers other than Motorola will be willing 1o make the significant financial commitment required to license, develop and manufacture
iDEN
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infrastructure equipment and devices, which would impose material costs on us including, among other things, migrating subscribers off the iDEN network.,
Further, our ability to complete the spectrum reconfiguration plan in connection with the FCC’s Report and Order is dependent, in part, on Motorola.

We have entered into agreements with unrelated parties for certain business operations. Any difficulties experienced in these arrangemenits could result in
additional expense, loss of subscribers and revenue, interruption of our services or a delay in the roll-out of new technology.

We have entered into agreements with unrelated parties for the day-to-day execution of services, provisioning and maintenance for our CDMA, iDEN
and wireline networks, and for the development and maintenance of certain software systems necessary for the operation of our business. We also have
agreements with third parties to provide customer service and related support to our wireless subscribers and outsourced aspects of our wireline network and
back office functions to third parties. In addition, we have sublease agreements with third parties for space on communications towers. As a result, we must rely
on third parties to perform certain of our operations and, in certain circumstances, interface with our subseribers, If these third parties are unable to perform to our
requirements, we would have to pursue aliernative strategies to provide these services and that could result in delays, interruptions, additional expenses and loss
of subscribers.

The products and services utilized by us and our suppliers and service providers may infringe on intellectual properiy rights owned by others.

Some of our products and services use intellectual property that we own. We also purchase products from suppliers, including device suppliers, and
outsource services to service providers, including billing and customet care functions, that incorporate or utilize intellectual property. We and some of our
suppliers and service providers have received, and may receive in the future, assertions and claims from third parties that the products or software utilized by us
or our suppliers and service providers infringe on the patents or other intellectual property rights of these third parties. These claims couid require us or an
infringing supplier or service provider to cease certain activities or to cease selling the relevant products and services. These claims and assertions also could
subject us to costly litigation and significant liabilities for damages or royalty payments, or require us to cease certain activities or to cease selling certain
products and services.

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, future growth or results of operations.

The FCC and other federal, state and local, as well as international, governmental authorities have jurisdiction over our business and could adopt
regulations or take other actions that would adversely affect our business prospects or results of operations.

The licensing, construction, operation, sale and interconnection arrangements of wireless telecommunications systems are regutated by the FCC and,
depending on the jurisdiction, international, state and local regulatory agencies. In particular, the FCC imposes significant regulation on licensees of wireless
spectrum with respect to how radio spectrum is used by licensees, the nature of the services that licensees may offer and how the services may be offered, and
resolution of issues of interference between spectrum bands,

The FCC grants wireless licenses for terms of generally ten years that are subject to renewal and revocation. There is no guarantee that our licenses
will be renewed. Failure to comply with FCOC requirements in a given license area could result in revocation of the license for that license area.

Depending on their outcome, the FCC’s proceedings regarding regulation of special access rates could affect the rates paid by our Wireless and
Wireline segments for special access services in the future. Similarly, depending on their outcome, the FCC’s proceedings on the regulatory classification of VoIP
services could affect the inlercarrier compensation rates and the level of USF contributions paid by us.

In 2004, the FCC adopted a Report and Order to reconfigure the 800 MHz band that provides for the exchange of a portion of our 800 MHz FCC

spectrum licenses and requires us to fund the cost incurred by public safety systems and other incumbent licensees to reconfigure. In order to accomplish the
reconfiguration, we may
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need to cease our use of a portion of the 800 MHz spectrum on our iDEN network in a particular market before we are able to begin use of replacement 800 MHz
spectrum in that market. To mitigate the temporary loss of the use of this spectrum, we may need to construct additional transmitter and receiver sites or acquire
additional spectrum. In markets where we are unable to construct additional sites or acquire additional spectrum as needed, the decrease in capacity may
adversely affect the performance of our iDEN network.

Various states are considering regulations over terms and conditions of service, including certain billing practices and consumer-related issues that
may not be pre-empted by federal law. If imposed, these regulations could make it more difficult and expensive to implement national sales and marketing
programs and could increase the costs of our wireless operations.

Degradation in network performance caused by compliance with government regulation, loss of spectrum or additional rules associated with the use
of spectrum in any market could result in an inability to attract new subscribers or higher subscriber churn in that market, which could adversely affect cur
revenues and results of operations. In addition, additional costs or fees imposed by governmental regulation could adversely affect our revenues, future growth
and results of operations,

The current economic environment may make it difficult for our business partners and subscribers to meet their contractual obligations, which could
negatively affect our resulfs of operations.

The current economic environment has made it difficult for businesses and consumers to obtain credit, which could cause our suppliers, distributors
and subscribers to have problems meeting their contractual obligations with us, If our suppliers are unable to fulfill our orders or meet their contractual
obligations with us, we may not have the services or devices available 1o meet the needs of our current and future subscribers, which could canse us to lose
current and potential subscribers to other carriers, In addition, if our distributors are unable to stay in business, we could lose distribution points, which could
negatively affect our business and results of operations. Finally, if our subscribers are unable to pay their bills or potential subscribers feel they are unable to
take on additional financial obligations, they may be forced to forgo our services, which could negatively affect our results of operations.

Qur business could be negatively impacted by security threats and other disruptions.

Major equipment failures, natural disasters, including severe weather, terrorist acts, cyber attacks or other breaches of network or information
technology security that affect our wireline and wireless networks, including transport facilities, communications switches, routers, microwave links, cell sites or
other equipment or third-party owned local and long-distance networks on which we rely, could have a material adverse effect on our operations. These events
could disrupt our operations, require significant resources, result in a loss of subscribers or impair our ability to attract new subscribers, which in turn could have
a material adverse effect on our business, results of operations and financial condition.

Concerns about health risks assoclated with wireless equipment may reduce the demand for our services.

Portable communications devices have been alleged to pose health risks, including cancer, due to radio frequency emissions from these devices.
Purported class actions and other lawsuits have been filed against numerous wireless carriers, including us, seeking not only damages but also remedies that
could increase our cost of doing business. We cannot be sure of the outcome of those cases or that our business and financial condition will not be adversely
affected by litigation of this nature or public perception about health risks. The actual or perceived risk of mobile communications devices could adversely affect
us through a reduction in subscribers, reduced network usage per subscriber or reduced financing available to the mobile communications industry, Further
research and studies are ongoing, and we cannot guarantee that additional studies will not demonstrate a link between radio frequency emissions and health
concerns.
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Risks Related to our lnvestment in Clearwire

We are a majority shareholder of Clearwire, a ferm we use to refer to the consolidated entity of Clearwire Corporation and its subsidiary Clearwire
Communications LLC. Under this section, we have included certain important risk factors with respect 1o our investment in Clearwire. For more discussion of
Clearwire and the risks affecting Clearwire, you should refer to Clearwire s annual report on Form 10-K for the year ended December 31, 2009.

Our investment in Clearwire exposes us to risks because we do not conirol the board, determine the sirategies, manage operations or control management,
including decisions relating to the build-out and operation of a national 4G network, and the value of our investment in Clearwire or our financial
performance may be adversely affected by decisions made by Clearwire or other large investors in Clearwire that are adverse to our Inferests,

Although we have the ability to nominate seven of Clearwire’s 13 directors, at least one of cur nominees must be an independent director, Thus, we
do not control the board, and we do not manage the operations of Clearwire or control management. Clearwire has a group of investors that have been provided
with representation on Clearwire’s board of directors. These investors may have interests that diverge from ours or Clearwire’s. Differences in views among the
large investors could result in delayed decisions by Clearwire’s board of directors or failure to agree on major issues. Any differences in our views or problems
with respect to the operation of Clearwire could have a material adverse effect on the value of our investment in Clearwire or our business, financial condition,
results of operations or cash flows.

In addition, the corporate opportunity provisions in Clearwire’s restated certificate of incorporation provide that unless a dirgctor is an employee of
Clearwire, the person does not have a duty to present to Clearwire a corporate opportunity of which the director becomes aware, except where the corporate
opportunity is expressly offered to the director in his or her capacity as a director of Clearwire. This could enable certain Clearwire shareholders to benefit from
opportunities that may otherwise be available to Clearwire, which could adversely affect Clearwire’s business and our investment in Clearwire,

Clearwire’s restated certificate of incorporation also expressly provides that certain shareholders and their affiliates may, and have no duty not to,
engage in any businesses that are similar to or competitive with those of Clearwire, do business with Clearwire’s competitors, subscribers and suppliers, and
employ Clearwire’s employees or officers. These sharcholders or their affiliates may deploy competing wircless broadband networks or purchase broadband
services from other providers. Any such actions could have a material adverse effect on Clearwire’s business, financial condition, results of operations or
prospects and the value of our investment in Clearwire.

Moreover, we are dependent on Clearwire to quickly build, launch and operate a viable, national 4G network. Our intention is to integrate these 4G
services with our products and services in a manner that preserves our time to market advantage. Clearwire’s success could be affected by, among other things,
its ability to get additional financing in the amounts and at terms that enable it to continue to build a national 4G network in a timely manner. Should Clearwire be
unable to obtain appropriate financing, it may be unable to build and operate a viable 4G network in a manner that sustains its time to market advantage, or at all,
If Clearwire is delayed or unsuccessful in the development or operation of a 4G network, our future revenues, cash flows, growth and overall profitability could be
negatively affected.

We may be unable to self some or alf of our investment in Clearwire quickly or at ali.

Clearwire has a limited trading history for its publicly traded Class A common stock. In addition, the daily trading volume of Clearwire’s Class A
common stock is lower than the number of shares of Class A common stock we would hold if we exchanged all of our Clearwire Class B common stock and
interests. 1f we should decide to sell some or atl of our equity securities of Clearwire, there may not be purchasers available for any or all of our stock, or we may
be forced to sell at a price that is below the then current trading price or over a significant period of time, We are also subject to certain restrictions with respect to
the sale of our equity securities of Clearwire.
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Item 1B. Unresolved Staflf Comments
None.

Item 2. Properties
Our corporate headquarters is located in Overland Park, Kansas and consists of about 3,853,000 square feet,
Our gross property, plant and equipment at December 31, 2009 totaled $46.2 billion, as follows:

1009

. {in biflions)

Wireless i . s 393
Wireline 45
Corporate and other i _ . %4
Total 3 46.2

Properties utilized by our Wireless segment generalily consist of base transceiver stations, switching equipment and towers, as well as leased and
owned general office facilities and retail stores. We lease space for base station towers and switch sites for our wireless network.

Properties utilized by our Wireline segment generally consist of land, buildings, switching equipment, digital fiber optic network and other transport
facilities. We have been granted easements, rights-of-way and rights-of-occupancy by railroads and other private landowners for our fiber optic network.

As of December 31, 2009, about $1.4 billion of outstanding debt, comprised of certain secured notes, financing and capital lease obligations and
mortgages, is secured by $1.2 billion of gross property, plant and equipment, and other assets.

ltem 3. Legal Proceedings

On October 18, 2009, we entered into a merger agreement with iPCS pursuant to which Sprint agreed to acquire iPCS. In connection with the merger
agreement, Sprint and iPCS sought an immediate stay of litigation and the Circuit Court of Cook County, Illineis, Chancery Division and the Illinois Appellate
Court entered the stay on all litigation, including iPCS’s request for an injunction to block the merger of Sprint and Virgin Mobile USA, Inc., and, upon the closing
of the acquisition, all litigation between iPCS and Sprint was dismissed. Subsequent to the announcement of our merger agreement, two lawsuits were filed in
Cook County, Illinois state court on behaif of iPCS shareholders against iPCS, the members of the iPCS Board of Directors as individual defendants, Sprint Nextel
and Ireland Acquisition Corp. seeking to enjoin Sprint Nextel's proposed acquisition of iPCS’ common stock. The complaints assert breach of fiduciary duties by
the individual defendant iPCS directors and aiding and abetting the breach of fiduciary duties by Sprint Nextel. We are engaged in settlement negotiations and
expect to resolve the complaints for an amount not material to Sprint.

We are involved in certain other legal proceedings that are described in Note 12 of Notes to the Consolidated Financial Statements included in this
report. During the quarter ended December 31, 2009, there were no material developments in the status of these legal proceedings.

Various other suits, proceedings and claims, including purported class actions typical for a large business enterprise, are pending against us or our
subsidiaries. While it is not possible to detetmine the ultimate disposition of each of these proceedings and whether they will be resolved consistent with our
beliefs, we expect that the outcome of such proceedings, individually or in the aggregate, will not have a material adverse effect on our financiat condition or
results of operations.

Item 4. Submission of Matters to a Vote of Security Holders
No matter was submitted to a vote of security holders during the fourth quarter 2009.
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Executive Officers of the Registrant

The following people are serving as our executive officers as of February 26, 2010. These executive officers were clected to serve until their successors
have been elected. There is no familial relationship between any of our executive officers and directors.

Current
Position
Name Business Experience Held Since
Daniel R. Hesse Chief Executive Officer and President. He was appointed Chief Executive 2007

Robert H. Brust

Keith . Cowan

Robert L. Johnson

Officer, President and a member of the Board of Directors on December 17,
2007. He served as Chairman, President and Chief Executive Officer of Embarq
Corporation from May 2006 to December 2007. He served as President of our
local telecommunications business from June 2005 to May 2006. He served as
Chairman, President and Chief Executive Officer of Terabeam Corporation, a
Seattle-based communications company, from March 2000 to June 2004. He
served as President and Chief Executive Officer of AT& T Wireless Services, a
division of AT&T, from 1997 to 2000.

Chief Financial Officer. He was appointed Chief Financial Officer in May 2008. 2008
He served as Executive Vice President and Chief Financial Officer of Eastman

Kodak Company from 2000 to 2007, He also served two years as Senior Vice

President and Chief Financial Officer of Unisys Corporation. Earlier in his

career, he held a series of operations and finance leadership positions at

General Electric, concluding his service there as Vice President, Finance for G.E.

Plastics.

President — Strategic Planning and Corporate Initiatives. He was appointed 2007
President — Strategic Planning and Corporate Initiatives in July 2007. He also

served as Acting President — CDMA from November 2008 to May 2009. He

served as Executive Vice President of Genuine Parts Company from January

2007 to July 2007. He held several key positions with BellSouth Corporation

from 1996 to January 2007, including Chief Planning and Development Officer,

Chief Field Operations Officer, President — Marketing and Product Management

and President — Interconnection Services. He was previously an associate and

partner at the law firm of Alston & Bird LL.C,

Chief Service Officer. He was appointed Chief Service Officer in October 2007. 2007
He served as President — Northeast Region from September 2006 to October

2007. He served as Senior Vice President — Consumer Sales, Service and Repair

from August 2005 to August 2006. He served as Senior Vice President —

National Field Operations of Nextel from February 2002 to July 2005,
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Name

Robert H. Johnson

Charles R. Wunsch

Paget L. Alves

Steven L. Elfman

Daniel H. Schulman

Business Experience

Current
Position
Held Since

President — Consumer. He was appointed President — Consumer in May 2009,
He co-founded and served as Chief Operating Officer of Sotto Wireless Inc.
from February 2006 to January 2009, Prior to joining Sotto Wireless, he served
in various executive positions at AT& T Wireless Services, Inc. since 1988,
most recently as Executive Vice President, National Operations.

General Counsel and Corporate Secretary. He was appointed General Counsel
and Corporate Secretary in October 2008, He served as our Vice President for
corporate transactions and business law and has served in various legal
positions at the company since 1990. He was previously an associate and
partner at the law firm Watson, Ess, Marshall, and Enggas.

President — Business Markets. He was appointed President — Business Markets
in February 2009, He served as President — Sales and Distribution from March
2008 until February 2009, and as Regional President from September 2006
through March 2008, He served as Senior Vice President, Enterprise Markets
from January 2006 through September 2006. He served as our President,
Strategic Segment from November 2003 through January 2006,

President — Network Operations and Wholesale. He was appointed President —
Network Operations and Wholesale in May 2008. He served as President and
Chief Operating Officer of Motricity, a mobile data technelogy company, from
January 2008 to May 2008 and as Executive Vice President of [nfospace Mobile
(currently Motricity) from July 2003 to December 2007. He was an independent
consultant working with Accenture Ltd., a consulting company, from May 2003
to July 2003. He served as Executive Vice President of Operations of Terabeam
Corporation, a Seattle-based communications company, from May 2000 to May
2003, and he served as Chief Information Officer of AT&T Wireless from June
1997 to May 2000,

President — Prepaid. He was appointed President ~ Prepaid in November 2009.
He served as Chief Executive Officer and a director of Virgin Mobile USA, Inc.,
a wireless communications company, from September 2001 until we acquired
Virgin Mobile USA, Inc. in November 2009. He served as the Chief Executive
Officer of Priceline.com, an online travel company, from May 2000 to May 2001,
and as President and Chief Operating Officer of Priceline from June 1999 to May
2000. Prior to joining Priceline, Mr. Schulman served in various executive
positions at AT&T since 1991, most recently as President of AT&T’s
consumer long distance business.
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Name

Danny L. Bowman

Matthew Carter

Ryan H. Siurek

Current
Position
Business Experience Held Since
President — Integrated Sclutions Group. He was appointed President — 2009
Integrated Solutions Group in September 2009. He served as President — iDEN
from June 2008 to August 2009, He served in various executive positions
including Product Development and Management, Sales, Marketing and
General Management since 1997.
President — 4G. He was appeinted President — 4G in January 2010. He served as 2010
Senior Vice President, Boost Mobile from April 2008 until January 2019 and as
Senior Vice President, Base Management from December 2006 until April 2008.
Prior to joining Sprint, he served as Senior Vice President of Marketing at PNC
Financial Services.
Vice President — Controller, He was appointed Vice President, Controller in 2009

November 2009, He served as Vice President and Assistant Controller from
January 2009 to November 2009, Prior to joining Sprint, he worked for
LyondellBasell Industries, a chemical manufacturing company, from January
2004 through January 2009, whete he held various executive level finance and
accounting positions, including Controller — European Operations.

25

Age

44

49

38



Table of Contents

PART I
ltem S, Market for Registrant’s Common Equity, Related Stockhalder Matters and lssuer Purchases of Equity Securities.
Commeon Share Data

The principal trading market for our Series 1 common stock is the NYSE. Our Series 2 common stock is not publicly traded. The high and low Sprint
Series 1 common stock prices, as reported on the NYSE compasite are as follows:

2009 Market Price 2008 Market Price
End of End of
High Low Period High Low Period

Series 1 common stock

First quarter _ . $420 $183 § 357 b 5. $ 669
Second quarter ORI R 0 B T U PR P (SRS W' LSRN IR M 17 Wy S S -
Third quarter ) ) - o o 491 347 395 9.75 575 610
Eourth quarter ; ) Do s DU Ul L T ERe  RE L gL torgg age 672 0 13S0 183

Number of Shareholders of Record

As of February 19, 2010, we had about 41,000 Series 1 common stock record holders, 4 Series 2 common stock record holders, and no non-voting
common stock record holders.

Dividends

We did not declare any dividends an our common shares in 2008 or 2009. We are currently restricted from paying cash dividends by the terms of our
revolving bank credit facility as described under Jrem 7 “Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liguidity
and Capital Resources — Liquidity. "

Issuer Purchases of Equity Securities
None.
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Performance Graph

The graph below compares the yearly change in the cumulative total shareholder return for our Series 1 common stock with the S&P® 500 Stock Index
and the Dow Jones U.S. Telecommunications Index for the five-year period from December 31, 2004 to December 31, 2009. The graph assumes an initial
investment of $100 on December 31, 2004 and reinvestment of all dividends.

5-Year Total Return

«D=Sprint Nextel — =ew=S&P 500  -C—Daw Jones U.S. Telecom Index ]
$200
$150
g $100 e
550 — - — S—
$0 , - .
12/31/2004 123112005 12/31/2006 123112007 12/31/2008 12/312008
Value of $100 Invested on December 31, 2004
2004 2005 2006 2007 2008 2009

Sprint Nextel $.7100,00.°"87 79507 S SALONNSINNS8 2NN S BISNS 1637
S&P 500 $ 10000 $ 10491 § 12148 § 12816 $ 80.74 $ 10211
Dow Jones U.S. Telecom Index $ 10000 $ 102.04 $ 13962 § 15364 $ 103.04 § 11320
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Item 6. Selected Financial Data

The 2009, 2008, 2007 and 2006 data presented below is not comparable to that of the prior periods primarily as a result of the August 2005 Sprint-Nextel
merger and the subsequent Nextel Partners, Inc., Virgin Mobile USA, Inc. and PCS AfTiliate acquisitions, as well as our November 2008 contribution of our next
generation wireless network to Clearwire, The acquired companies’ results of operations subsequent to their acquisition dates are included in our consolidated
financial statements. Embarq Corporation, our former local segment, which was spun-off in 2006, is shown as discontinued operations for all periods prior to the
spin-off. We lost approximately 1.0 million retail wireless subscribers in 2009, 5.1 million in 2008 and 658,000 in 2007, which caused the majority of the reduction in

net operating revenues in those periods.

Yesr Ended December 31,

208

2007 2006 2008

2009
Results of Operations B
Net operating revenues T '$32 260
o0 (Qoodwill impatrment T . 0 T Ry T3k Bt o e
. Depreciation and amortlzatlon 7.416
. Operating (loss) ingomem - - - ien ST (1,398)
{Loss) income from contmumg operalmnsm (2,436)
. Discontinued operations, net - 2o B ) AP TS
Cumulative effect of change in accountmg prmcnplc net =
(Lioss):Earnings per Share and Dividends : : 2850
Basic and diluted (loss) carmngs per commen share Contmumg opcratlons“! $ (0.84)
.Discontinued operations .. . -~ e 2 el = -
Cumulative effect ofchange in accounting prmcnple o =
. Dividends per common share® °E 30 fihTbg B° L -
Financial Position
I Total assets- ' ; LT o 855,424
Property, plant and equipment, net 18,280
Intangible assets, net "8 : 23,462
Total debt, capital lease and t‘mancmg obllgatlons (mcludmg cquny umt mes) _____ 21,061
_Seventh series-redeemable preferred shares L > AEED i e
Shareholders’ cqu]ty(‘)
Cash Flow Data N
Net cash provided by operatmg activities $ 4,891
ICapital expenditures Lot caLmeoeoc o T L6030

18095

{in nu!fwm. gxcep.r per share ampunis)

963
8,407

TE(2642)
(2.7%6)

s (0.9#5

858,550,

22,373

+11-22,886"

21610

19,915

selm
K Ly B

835, 635

22,130

22445

3 9,245

_'_”:$41003' '

$ 40,146
Cgois oz 500
CUIRTA0) T AR T AL
(29,444) 995 821
R VL
— — {16)
$(1024)  $ 034 § 040
T en T 048
— — (001)
010 0000 030
864,295 1897,16170-:8102,760:
26636 23,329
28,139 49,307

6,322

(1) In 2009, we recognized net charges of 3389 million (§248 million after tax) primarily related to severance exit costs and asset impairments other than
goodwill In 2008, we recorded net charges of $936 million (8586 million after tax) primarily related to asset impairments other than goodwill,
severance and exit costs, and merger and integration costs. In 2007, we recognized net charges of $956 million (8590 miilion after tax) primarily
related to merger and integrafion costs, asset impairments other than goodwill, and severance and exit costs. In 2006, we recognized net charges of
$620 million (8381 million after tax) primarily related to merger and integration costs, asset impairments, and severance and exit costs. In 2005, we
recorded net charges of 8723 million (8445 million after tax) primarily related fo merger and infegration costs, asset impairments, and severance and

hurricane-related costs.

{2) We did not declare any dividends on our common shares in 2009 and 2008. In the first and second quarter 2005, a dividend of 80,125 per share was
paid. In the third and fourth quarter 2005 and for each quarter of 2006 and 2007, the dividend was 30.025 per share,

(3} In completing a detailed reconciliation of net deferred tax liabilities in 2009, it was determined that net deferred tax lighilities were oversiated in
prior periods. Previously reported shareholders’ equity has been increased by 8310 million as of December 31, 2008, 2007, and 2006 and increased

by 3289 million as of December 31, 2005 related to a reduction in deferved tax liabilities.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
OVERVIEW
Business Strategies and Key Priorities

Sprint is a communications company offering a comprehensive range of wireless and wireline communications products and services that are designed
to meet the needs of individual consuters, businesses, government subscribers and resellers. The communications industry has heen and will continue to be
highly competitive on the basis of price, the types of services and devices offered and the quality of service. As discussed below in “Effects on our Wireless
Business of Post-paid Subscriber Losses,” the Company has experienced significant losses of subscribers in the critical post-paid wireless market and is currently
focused on specific steps to reduce such losses.

Our business strategy is to be responsive to changing consumer mobility demands by being innovative and differentiated in the marketplace.
Significant steps in positioning ourselves for 2010 include our fourth quarter 2009 investment agreement with Clearwire to contribute an additional $1.176 billion
increasing our ownership percentage to 56% as of December 31, 2009 and enhancing Clearwire’s ability to further its 4G network buildout; and the fourth quarter
2009 acquisitions of Virgin Mebile USA, Inc. (VMU) allowing us te broaden our product offerings in the prepaid wireless market and iPCS, Inc. {iPCS) to expand
our direct subscriber base, grow our direct coverage area and simplify our business operations. Our future growth plans and strategy revolve around the
following key priorities:

*  Improve the customer experience;
*  Strengthen the Sprint brand; and
*  Generate operating cash flow.

Our Sprint brand stands for Simplicity, Productivity and Value by making it affordable to do more than just talk. We have reduced confusion over
pricing plans and complex bills with our Simply Everything and Everything Data plans and our Any Mobile AnytimeS™ feature that offer savings compared to our
competition. In addition to savings offered to consumers, new Business Advantage pricing plans are available to our business subscribers who can also take
advantage of Any Mobile, AnytimesM with certain plans. To simplify and improve the customer experience, we have introduced tools such as Sprint® One Click
that allows subscribers 1o access various software applications through a single click on their mobile devices and Ready Now which trains our subscribers before
they leave the store on how to use their mobile devices. For our business subscribers, we aim to increase their productivity by helping them upgrade from older,
less flexible network technologies to IP and by providing differentiated services that utilize the advantages of combining IP networks with wireless technology.
This differentiation enables us to acquire and retain both wireline-only and combined wireline-wireless subscribers on our networks,

Consistent with the changing economic environment, our prepaid plans, primarily through the National Boost Monthly Unlimited, Virgin Mobile and
Assurance Wireless offerings, are experiencing strong demand as our simple, no long-term contract solutions provide geod service and value. We plan to
continue to grow our position in the prepaid market by tailering our products and services to target markets while leveraging our Boost Mobile, Virgin Mobile
and Assurance Wireless brands through new and existing distribution channels.

Sprint has refocused its wholesale business as a reseller of new converged services that leverage the Sprint network but are sold under the customer’s
brand, We have adopted new pricing models, made it easier for our customers to acquire access and resell our services by bundling wireless and wireline services
and focused our attention to partners with existing distribution channels. In addition, we have strengthened our sales efforts and expanded to new markets in the
rapidly growing machine to machine space.
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In addition to our customer-oriented goals, we have also taken steps to generate operating cash flow and reduce our cost structure to align with the
reduced revenues from fewer post-paid subscribers. Our actions include workforce reductions in 2009, which are expected to reduce labor and other costs by
approximately $1.5 billion annually. We believe these actions, as well as our continued efforts to reduce other operating expenses and non-¢ssential capital
spending, will allow us to maintain a strong cash position, although we do not expect that these measures will fully offset the decline in cash provided by
operating activities expected because of our lower number of post-paid subscribers as discussed below in “Effects on our Wireless Business of Post-paid
Subscriber Losses.”

Effects on our Wireless Business of Post-paid Subscriber Losses

The following table shows annual net additions (losses) of post-paid subscribers for the past five years, excluding subscribers obtained through
business combinations.

Year Ended December 31,

2009 2008 07 S2((GA.? 1051
. { in thowsands}
Total net additions (losses) of post-paid subscribers (3;546) (4,073) (1,224) 279 ...2,194

As shown by the table below under “Results of Operations,” Wireless segment earnings represent more than 80% of Sprint’s total consolidated
segment eamings. Within the Wireless segment, post-paid wireless voice and data services represent the most significant contributors to earnings and are driven
by the number of post-paid subscribers to our services, as well as the average revenue per subscriber or user (ARPU).

Beginning in mid-2006, Sprint began to experience net losses of post-paid subscribers on the iDEN wireless network, which we acquired in 2005 in the
Sprint-Nextel merger. Such net losses for the year ended December 31, 2007 exceeded the net additions of post-paid subscribers on our CDMA wireless network.
Beginning in 2008 and continuing through 2009, we have been experiencing net losses of post-paid subscribers on each of the iDEN and CDMA wireless
networks, excluding migration of subscribers between networks.

We believe that these significant net post-paid subscriber losses resulted from a number of historical factors, in addition to the competitive nature of
the industry, including: 1) uncertainty in the marketplace as to our commitment to the iDEN network; 2} a high level of involuntary churn during 2007 and early
2008 due to a relatively high mix of sub-prime credit subscribers; 3) adverse perceptions among some of our subscribers about our customer care services; 4)
adverse perceptions among some of our subscribers about the quality of and our commitment to development of our networks; 5) successful competitot devices;
6) perception in the marketplace that the portfolio of Sprint device offerings was not as desirable as those of some competitors; 7} uncertainty about the financial
strength and future reliability of Sprint; and 8) perceptions in the marketplace, in part as a result of the subscriber losses themselves, as well as the other factors
above, that reduced the Sprint brand’s effectiveness in attracting and retaining subscribers,

Beginning in 2008, in conjuncilion with changes in senior management, Sprint undertook steps to address each of these factors. Before directly
addressing brand perception, steps were taken to improve the quality of Sprint’s customer care services and the Sprint networks, as confirmed by recent
independent comparisons with competitors. Steps were also taken to improve the credil quality mix of our subscriber base and to improve our financial stability,
including vigorous cost control actions, which have resulted in our continuing strong cash flow from operations. We also improved financial flexibility through
renegotiation in 2008 of our revolving bank credit facility. In addition, beginning in 2608 and continuing in 2009, we have undertaken increased marketing
initiatives, to increase market awareness of the improvements that have been achieved in the customer experience, including the speed and dependability of our
network. We have also introduced new devices improving our overall lineup and providing a competitive mix for customer selection, as well as competitive new
rate plans providing simplicity and value.
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We expect these actions will have a favorable impact on net subscriber losses. Net post-paid subscriber losses had not improved sustainably through
the first quarter of 2009, in part due to circumstances in the general economy, including higher deactivations of business customer accounts as companies
reduced wireless servige lines resulting from their own workforce reductions. However, during 2009, the Company began to see improvement in our net loss of
post-paid subscribers. Net post-paid subscriber losses decreased by approximately 20% sequentially for each of the quarters ended June 30,2009 and
September 30, 2009 and by approximately 35% sequentially for the quarter ended December 31, 2009. Net post-paid subscriber losses during the six-months ended
December 31, 2009 decreased by more than 40% compared to the same period in the prior year.

As discussed below under “Wireless Business—Service Revenue,” the net loss of post-paid subscribers in 2009 can be expected to cause wireless
service revenue in 2010 to be approximately $2.1 billion lower. If we continue to experience similar losses of post-paid subscribers in 2010, it would have a
significant negative impact on Sprint’s financial condition, results of operations and liquidity in 2010 and beyond.

During 2009, wireless industry trends have included a significant industry-wide shifi for new accounts from post-paid wireless accounts to prepaid
accounts. Sprint’s successful prepaid wireless offerings, as well as the cost controls that have been implemented, will partially offset the effects of net post-paid
subscriber losses, but are unlikely to be sufficient to sustain the Company’s level of profitability and cash flows unless we are successful in further reducing the
decline in post-paid subscribers. The Company believes the actions that have been taken, as described above, and that continue to be taken in marketing,
customer service, device offerings, and network quality, should reduce the number of net post-paid and total subscriber losses for 2010 as compared to 2003.

RESULTS OF OPERATIONS

Year Ended December 31,

2009 20080 2007
- fin millions}
Wireless segment earnings i SRR p 1 R 5198 S TI6 0 8 0 gl
Wircline segment earnings o 1221 1,175 74
Corporate, other and ¢liminations i B SETT a2y (8 e
Consolidated segment earnings - 6,407 1664
Depreciation and amortization = S o : SR (7416) o840 1 1(8,933)
Goodwill impairment — (983} (29,649}
Merger and integration expenses 3 CEAC T e Tt 30y o i(816)
Other, net (389) (806) (442)
Operating loss ‘ T AL R e 0 1T W s {28,740)
Interest expense - ) {1,450) 1,433)
Equity in losses of unconsolidated investments, net ' ey ¢ A ¢ 11 ) T
Other income, net i - 157
Income tax benefit X ST T i 10880
Net loss $(2,436) $(2,796) $(29,444)
(1) Consolidated results of operations include the results of our next-generation wireless broadband network, which was contributed to Clearwire ina

transaction that closed on November 28, 2008.

Consolidated segment earnings decreased $1.26 billion, or 16%, in 2009 compared to 2008 and $3.14 billion, or 29%, in 2008 compared to 2007.
Consolidated segment earnings consist of our Wireless and Wireline segments, which are discussed below, and Corporate, other and ¢liminations. Corporate,
other and eliminations improved $275 million for 2009 compared to 2008 and declined $99 million for 2008 compared to 2007 primarily as a result of costs incurred
related to the build-up of WiMAX from 2007 to 2008 that are no longer being incurred in 2009 due to the close of the transaction with Clearwire in late 2008.
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Depreciation and Amortization Expense

Depreciation expense decreased $137 million, or 2%, in 2009 compared to 2008 primarily due to reduced capital expenditures in 2009 as compared to
2008 and increased $343 million, or 6%, in 2008 compared to 2007 primarily due to increases of in-service network assets. Amortization expense declined $854
million, or 35%, in 2009 compared to 2008 and $869 million, or 26%, in 2008 as compared to 2007, primarily due to the amortization of the customer relationships

acquired as part of the Sprint-Nextel merget, which are amortized vsing the sum of the years™ digits method, resulting in higher amortization rates in early periods
that decline over time.

Goodwill Impairment

The Company recognized non-cash goodwill impairments of $963 million and $29.649 billion during 2008 and 2007, respectively. The impaired goodwill
was primarily attributable to the Company’s acquisition of Nextel in 2003 and reflects the reduction in estimated fair value of Sprint’s wireless reporting unit
subsequent to the acquisition resulting from, among other factors, net losses of post-paid subscribers.

Merger and Integration Expenses

Merger and integration expenses related to business combinations prior to 2008 were generally classificd as selling, general and administrative and
cost of products as appropriate on the consolidated statement of operations. Those not solely and directly attributable to the Wireless segment were included in
Corporate, other and eliminations and were classified as selling, general and administrative expenses. Merger and integration expenses decreased $130 million, or
100%, in 2009 compared to 2008 and $386 million, or 75%, in 2008 as compared to 2007 as we did not incur these costs in the second half of 2008.

Other, net
The following table provides additional information of items included in “Other, net™ for the years ended December 31, 2009, 2008 and 2007.

Year Ended December 31,

2009 2008 2007
(in millions)
Severance and exit costs $(400) $(35%) 277
Asset impairments 47 (480) (163)
Gains from asset dispositions and exchanges 68 29 P

Other a0 2)

Total $389) ﬂ 306) . ${442)

Other, net expenses decreased $417 million, or 52%, in 2009 compared to 2008 and increased $364 million, or 82%, in 2008 compared to 2007. Severance
and exit costs increased by $45 million, or 13%, in 2009 compared to 2008 and $78 million, or 28%, in 2008 compared to 2007 due to separation of employees and
continued organizational realignment initiatives aimed at reducing our cost structure to align with reduced revenues from net subscriber losses. Asset
impairments decreased by $433 million, or 90%, in 2009 compared to 2008 and increased $317 million, or 194%, in 2008 compared to 2007. Asset impairments in
2009 primarily related to network asset equipment no longer necessary for management’s strategic plans and, in addition, in 2008 also related to cell site
development costs no longer necessary for management’s strategic plans, During 2007, asset impairments related to the write-off of network assets, including site
development costs, the loss on the sale of Velocita Wireless, and the closing of retail stores due to integration activities. Gains from asset dispositions and
exchanges increased by $39 miilion, or 134%, in 2009 compared to 2008, primarily due to spectrum exchange transactions.
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Interest Expense

Interest expense increased $88 million, or 7%, in 2009 as compared to 2008, as fewer capital projects led 10 a decrease of $111 million of capilalized
interest partially offset by a decrease of $56 million related to a $1.5 billion decline in the weighted average long-term debt balance between the comparative
periods. In addition, we had $35 million of interest credits in 2008 related to the reversal of accrued interest due to the completion of income tax audits. Interest
expense decreased $71 million in 2008 as compared to 2007, due to the reduction in our average effective interest rates, partially offset by an increase in the
weighted average long-term debt balance. The effective interest rate on the weighted average long-term debt balance of $21.4 billion, $22.9 billion and $21.8 billion
was 6.8%, 6.6% and 6.9% for 2009, 2008 and 2007, respectively. See “Liguidity and Capital Resources” for more information on the Company’s financing activities.

Egquity in Losses of Unconsolidated Investments, net

This item consists mainly of our proportionate share of earnings or losses from our equity method investments. Equity losses of $649 million
associated with the investment in Clearwire represent the Company’s proportionate share of Clearwire’s net loss for 2009, plus a pre-tax loss of $154 million (396
million afier tax) related to the dilution of our investment in Clearwire from 53% to 51% during the first quarter 2009. During the fourth quarter 2009, we invested
approximately $1.1 billion in Clearwire which increased our cconomic ownership to 56%, Prospectively, from the date of this subsequent investment, our equity
income (loss) from Clearwire will represent our proportionate share of Clearwire’s results of operations based on our increased economic interest. We expect
Clearwire to continue to generate a net 1oss as it continues build out of its 4G network.

Other income, net
The following table provides additional information of items included in “Other income, net” for the years ended December 31, 2009, 2008 and 2007.

Year Ended December 31,

2009 2008 1007
{in mitlions)

Interest income $34 $97 $151

Realized gain (loss) from investments 29) (24) 253

Gain from non-controiling interest.in: VMU G =

151

Other 1 _16 e

Total $157 3389 $401

Interest income decreased $63 million, or 65%, in 2009 as compared to 2008, primarily due to lower interest rates. Interest income decreased $34 million,
or 36%, in 2008 as compared to 2007, primarity due to lower interest rates and the recognition of interest income on income tax settlements of $31 million in 2007. A
realized gain of $253 million was recognized in 2007, primarily related to the sale of a portion of our equity interest in VMU and a dilution of our ownership
percentage to 14.1% in conjunction with their initial public offering of stock. As a result of the fourth quarter 2009 acquisition of VMU, a non-cash gain of $151
million ($92 million after tax) was recognized related to the estimated fair value over net carrying value of our previously held non-controlling interest in VMU.

Income Tax Benefit

As aresult of our pre-tax losses, the consolidated effective tax rate was a benefit of approximately 30%, 31% and 1% in 2009, 2008 and 2007,
respectively, The 2009 effective tax rate was reduced by a $28 I million net increase to the valuation allowance for federal and state deferred tax assets related to
net operating and capital loss carryforwards. The 2008 and 2007 effective tax rates were reduced by $794 million of the $963 million non-cash goodwill impairment
in 2008 and $29.3 billion of the $29.6 billion non-cash goodwill impairment in 2007 as substantially all of the charges are not separately deductible for tax purposes.
Additional information related to items impacting the effective tax rates can be found in note 11 of Notes to the Consolidated Financial Statements.
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Segment Earnings — Wireless Business

Wireless segment earnings are primarily a function of wireless service revenue, costs to acquire subscribers, network and interconnection costs to
serve those subscribers and other Wireless segment operating expenses. The costs to acquire our subscribers include our equipment cost in excess of the price
at which we sell our devices, referred to as equipment net subsidies, as well as the marketing and sales costs incurred to attract those subscribers. Network costs
primarily represent switch and cell site costs and interconnection costs, which generally consist of per-minute usage fees and roaming fees paid to other carriers.
The remaining costs associated with operating the Wireless segment include the costs to operate our customer care organization and administrative support.
Wireless service revenue, costs t0 acquire subscribers, and variable network and interconnection costs fluctuate with the changes in our subscriber base and
their related usage, but some cost elements do not fluctuate in the short term with the changes in our subscriber usage. The following table provides an overview
of'the results of operations of our Wireless segment for the years ended December 31, 2009, 2008 and 2007,

Year Ended December 31,

Wireless Earnings 2009 2008 2007
{in millions) ]
Post-paid $23,208 $:25,994 § 29454
Prepaid 2,081 1,498 1,590
Retail service revenue 25286 27,492 31,044
Wholesale, affiliate and other revenue 546 943 1,061
Total service revenue 25,832 28,435 32,105
Cost of services (exclusive of depreciation and amortization) (8.384) (8,745) (8612)
Service gross margin 17,448 19,680 23,493
Service gross margin percentage 68% 69% 73%
Equipment revenue 1,954 1,992 2,595
Cost of products 5,545 (4,859} (5,023)
Equipment net subsidy (3:591) {2,867) (2,428)
Equipment net subsidy percentage (184)% (144)% 04)%
Selling, general and administrative expense (8,659 (10,047) (11,151}
Wireless segment earnings 3 5.198 3 6776 § 9914

Service Revenue

Our Wireless segment generates revenues from the sale of wireless services, the sale of wireless devices and accessories and the sale of wholesale
and other services. Service revenue consists of fixed monthly recurring charges, variable usage charges and miscellaneous fees such as activation fees, directory
assistance, roaming, equipment protection, late payment and early termination charges and certain regulatory related fees, net of service credits, The ability of our
Wireless segment (o generate service revenues is primarily a function of:

*  revenue generated from each subscriber, which in turn is a function of the types and amount of services utilized by each subscriber and the
rates charged for those services; and

*  the number of subscribers that we serve, which in turn is a function of our ability to acquire new and retain existing subscribers.
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The table below summarizes average number of retail subscribers and average revenue per subscriber for the years ended December 31, 2009, 2008 and
2007. Retail comprises those subscribers to whom Sprint directly provides wireless services on our networks, whether those services are provided on a prepaid or
a post-paid basis. Wholesale and affiliates are those subscribers who are served through MVNO and affiliate relationships, and other arrangements through
which wireless services are sold by Sprint to other companies that resell those services to their subscribers. Morg information about the number of subscribers,
net additions to subscribers, and average rates of monthly post-paid and prepaid customer chum for each quarter since the first quarter 2007 may be found in the
table on page 37.

Yesr Ended December 31,

2009 2008 2007
. . . . . (subscribers in thousands)
Average post-paid subscribersity © 7 - T o LT e TRl 4 a0 R T 4484
Average prepaid subscribers® _ _ o _ o 5313 4,135 4,391
Average monthly service revenue per subscriber: - BRI gy s TTRANE Lot i
Post-paid $ 36 § 36 i 359
Prepaid 33 30 30
Average retail 53 53 56

(1) Average subscribers include subscribers acquired through business combinations prospectively from the date of acquisition, Average subscribers for
the year ended December 31, 2009 are inclusive af 4,539,000 prepaid subscribers and 835,000 post-paid subscribers acquired through our 2009
business combinations which were previously included with wholesale and affiliate subscribers. Average subscribers for the year ended December 31,
2007 are inclusive of 170,000 subscribers acquired through our 2007 business combination.

Retail service revenue decreased $2.2 billion, or 8%, in 2009 as compared to 2008 and $3.6 billion, or 11% in 2008 as compared to 2007. The majority of
the decline is due to a $2.8 billion and $3.5 billion decrease in post-paid service revenue driven by a reduction in the Company’s average number of post-paid
subscribers of approximately 4.1 million and 2.7 millicn for the years ended December 31, 2009 and 2008, respectively. The decline in post-paid service revenue
was partially offset by an increase of $583 million in prepaid revenue for 2009 as compared to 2008, primarily driven by atiracting subscribers to the Company’s
Naticnal Boost Monthly Unlimited plan, which launched in the first quarter of 2009. Prepaid revenue for 2008 decreased $92 million as compared to 2007, primarily
driven by a reduction of 256,000 in the average number of retail prepaid subscribers, primarily on the iDEN network.

‘Wholesale, affiliate and other revenues, in total, decreased $397 million, or 42%, for 2002 as compared to 2008, and $118 million, or 11%, for 2008 as
compared to 2007. The decrease in 2009 was primarily due to a decrease in the number of subscribers with two of our large MVNO operators. Wholesale revenues
include & growing number of devices under our open-device initiative, including machine-to-machine services through devices that utilize our network. Average
revenue per subscriber for our open-device machine-to-machine services is significantly lower than revenue from other wholesale and affiliate subscribers;
however, the cost to service these customers is also lower resulting in a higher profit margin as a percent of revenue. The decrease in 2008 was primarily due (o a
decline in average monthly service revenue per wholesale subscriber,

35




Table of Contents

Average Monthly Service Revenue per Subscriber
Below is a table showing average revenue per retail post-paid and prepaid subscriber for the past twelve quarters.

Quarter Ended
March31, June30, September 30, December3l, March3l, June30, September30, D ber 31, March3l, June3}, September30, December 31,
207 2007 2007 2007 2008 2008 2008 2008 2009 2009 2009 2009

Aversge ; ;
monthly service
rRVENUE per .
subscriber() Byt iE e SL e s SRR L el R 5
Post-paid 3 59 % 60 § 59 3 58§ 56§ 5% 3 36 3 56 % 56 8 S § 56 3 .55
Prepaid- - $ 2 85 3§ 300§ B EE ShEA 1 A T [ S | S TN [ A D N L I ST L e |
(1) Average monthly service revenne per subscriber for the quarter is calculated by dividing quarterly service reverue by the swm of the average number of subscribers for each monih in the quarter.

Changes in average monthly service vevenue reflect subscribers who chunge rate plans, the level of voice and data wage during a quarter, the amount of sepvice credits which are offered to
subscribers, plus the net effect of average monthiy revenue generated by new subscribers and deactivating subscribers.

Average monthly posi-paid service revenue per subscriber was stable throughout 2008 and most of 2009 as a result of improved retention of higher
revenue subscribers on bundled rate plans offset by lower overage and roaming revenues. During the fourth quarter 2009, the Company experienced a decline in
average monthly post-paid service revenue per subscriber due to declines in overage revenues resulting from the increased popularity of fixed-rate bundled plans
including the Any Mobile Anytime feature. The decline in average monthly retail post-paid service revenue per subscriber in 2007 was due (o the loss of iDEN
subscribers with higher priced service plans and the migration of iDEN subscribers to lower priced plans. Our average monthly service revenue per subscriber in
2007 also declined due to other reasons, the most significant of which is the number of service credits accepted by our subscribers on both networks, which
increased due to our retention efforts. Average monthly prepaid service revenue per subscriber increased during 2009 as compared to 2008 due to higher revenue
from our National Boost Monthly Unlimited users combined with more stable average revenue per subscriber from our traditional prepaid users. During the fourth
quarter 2009, average monthly prepaid service revenue per subscriber was reduced by the addition of Virgin Mobile subscribers which carry a lower average
revenue per subscriber compared to Sprint’s other prepaid subscribers.

Net Additions to (Losses of) Subscribers

The wireless industry is subject to intense competition to acquire and retain subscribers of wireless services. Most markets in which we operate have
high rates of penetration for wireless services. Wireless carriers accordingly must attract a greater proportion of new subscribers from competitors rather than
from first time subscribers. As a result, wireless carriers have focused on retaining valued subscribers through various means including considerable efforts in
customer care. Our retention ¢fforts have been focused on improving the customer experience, including, but not limited to, our Simply Everything bundled plans
that provide unlimited voice, data, text and Nextel Direct Connect® services; impraved service levels from our customer care centers; and our Ready Now
program.

As discussed above in “Overview,” we have endeavored to retain and attract subscribers by 1aking actions to improve our customer care, sales and
distribution functions, and brand awareness. In addition, we have taken other actions in an effort to improve our subscribers’ experience including improving out
network performance by adding capacity to our networks, broadening our device portfolio, and providing subscribers an excellent value proposition with our
Simply Everything® pricing plans and our Everything Data plans which include our new Any Mobile, Anytimes™ feature, While centain indicators suggest that we
are making progress with respect to these actions, we have continued to lose valuable post-paid wireless subscribers,
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The following table shows (a) net additions {losses) of wireless subscribers for the past twelve quarters, excluding subscribers obtained through
business combinations, existing subscribers who have migrated between networks (b) our total subscribers as of the end of each quarterly period, and (c) our
average rates of monthly post-paid and prepaid customer churn for the past twelve quarters.

Onarter Ended
March 31, June 30, September 30, December3l, March3l, June3d, September30, December3l, March3l, Junel0, September30, D ber 31,

2007 2007 1007 1007 1008 2008 2008 . 2008 2009 1009 2009 2009

Net nidditions (losses) -

Ciftmthousands) . o oo s T T R e T LR T
ost-paid. . . . e o .
Gio o iDENLT T (744) (662) (F00) 1 T (686) T (684) (5270 T (SR9) CIUUE39Y . {628y i (529 % el
CDMALD 524 678 363 3 (386) (249) (53 (466} {462) (335) (50
Tatal LB & L

o
pos i
pii 220 6 g (683) “12s0)
Prepaid: L . o L
© O DEN.L T . Lame el R G T (20) L@y LT e TR
CDMA 3 9% 124 157 (24) (50
e T F —2 :

ey

pre 375 169 67 ..~ 55 (329).

Wholesale and

affiliates 513 188 210 520 394 (47) {410} (19)

E&d. of period TR - R

= subseribers (in

o thousamds) |

Post-paid: N . L . . S L o
iDEN 500 16,535 154720 U URU14355 L UI3,246 12,179 . 11,330 S0466 T 9,600 L IR8%0 ¢ 8202 - 71,762 L. T,255%
CDMALD 25,050 26,129 27,075 27505 27 502 27.575 21317 27.069 26,538 26,145 25 874 26,712

Total
L et

51585 41,601 - 41434 407515

Ta284 4354 . 4297 . TiTAf 2oy IFONNE %k R LY LT
3 102 226
:_.E’w_:.. .. . CoLi )
) 4,287 4,456 4,523 -
Wholesale and
3
affiliates 6825 6,980 — 7,.1.7.5 7676 1,841 ‘:‘939 8,063 ?,384 9341

i

Monthly customer

. chumn rate(2) S S o L e CEre
Retail post-paid 230%  2.03% 2.30% 229%  245% | 198% C215% Cozie% 115%  2.05%
Retait prepaid - 6.97% 6.76% - 6.15% CLTATYE T 9.93% 7 5 7.36% ©816% D B20% <6.86% --6,38%
i} Inciudes subscribers with PowerSource devices, which operate seamiessly between our CIMA and iDEN networks.
(2 Churn is colewlated by dividing net subscriber deactivations for the quarter by the sum of the average mumber of subicribers for each monih in the quarier. For post-paid accounts comprising muitiple

subscribers, such as family plans and enterprise accounts, nel deactivations dre defined as deactivations in excess of customer activations in a particular accoun! within 30 days. Posi-paid and
Prepaid chure cansisis of bath veluntary chirn, where the subscriber makes his or her own determination o cease being o customer, and involuntary churn, where the customer's service is terminaled
due fo a lack of paymeni or cther reasons.

(3) Reflects the transfer of 170,000 subscribers from Wholesale and affifiates to Post-paid due to a business combination in the quarter ended September 30, 2007 as weli as the transfer of 4,539,000
Prepaid and 835,000 Post-paid subscribers fram Wholesale and affifiates as a result of the business combinations completed in the fourth quarter 2009.
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Retail Post-Paid Subscribers—We lost 3.5 million net post-paid subscribers during 2009 as compared to losing 4.1 million and 1.2 million net post-
paid subscribers during 2008 and 2007, respectively. The following table provides a reconciliation of reported net additions (losses) of retail post-paid subscribers
and transfers of subscribers between network technologies during the years ended December 31, 2009, 2008 and 2007.

CDMA Year Ended December 31

2009 2008 2607

: . . . o _fin theusands)

Reported net additions (lasses) = B iyt s 7, o8 TSI (LE3AY L A68
Net transfers from iDEN 321 1,199 1,563

Additions (losses) after transfers from iDEN ’ (1:1913 (435) -3.131
iDEN Year Ended December 33,
2009 2008 2007
{in thousands}
Reported net josses (2,034) (2,439): . (2,792)
(1,199 63)

Net transfers to CDMA (321)

3355)

The Company expects that both post-paid and total subscriber full-year net losses should improve for the year 2010 as compared to 2009, However,
our actual 10ss of post-paid subscribers in 2009 can be expected to cause wireless service revenue in 2010 to be approximately $2.1 billion lower than it would
have been had those subscribers not been lost. 1f we continue to experience significant loss of post-paid subscribers in 2010, it would have a significant negative
impact on Sprint’s financial conditien, results of operations and liquidity in 2010 and beyond.

Prepaid Subscribers— We added approximately 2.6 million net prepaid subseribers during 2009 as compared 10 losing 981,000 and adding 566,000 net
prepaid subscribers in 2008 and 2007, respectively. Our net prepatd subscriber additions in 2009 were principally driven by the Company’s National Boost
Monthly Unlimited offering on the iDEN network which was launched in the first quarter 2009. The success achieved by the National Boost Monthly Unlimited
offering has driven a significant prepaid market share gain. In conjunction with the changing economic environment, the Company’s National Boost Monthly
Unlimited offering continues to experience strong demand as prepaid decisions are becoming a larger portion of overall decisions in the marketplace. Net prepaid
subscriber losses in 2008 as compared to net additions in 2007 were principally caused by our attracting fewer new subscribers on the iDEN network and total
deactivations increasing year over year. End of period prepaid subscribers include subscribers engaged in certain retention programs that target qualifying
subscribers to maintain ongoing service while providing additional time to make a replenishment prior to account deactivation. Subscribers targeted through
retention programs are not included in the calculation of chum until their offer expires without a replenishment to their account.

Wholesale and Affiliate Subscribers—Wholesale and affiliate subscribers represent customers that are served on our networks through companies
that resell our services to their subscribers, customers residing in PCS Affiliate territories and a growing portion of subscribers from our open-device initiative
primarily representing machine-to-machine devices that utilize our network. During 2009, wholesale and affiliate subscriber losses were 138,000, compared to net
subscriber additions 0f 472,000 and 1.4 million for 2008 and 2007, respectively. Subscriber losses in 2009 were primarily due to a decrease in the number of
subscribers with two of our large MVNO operators.
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Cost of Services
Cost of services consists primarily of:

*  costs to operate and maintain our CDMA and iDEN networks, including direct switch and cetl site cosls, such as rent, utilities, maintenance,
payroll costs associated with network employees and spectrum frequency leasing costs,

*  fixed and variable interconnection costs, the fixed component of which consists of monthly flat-rate fees for facilities leased from local exchange
carriers based on the number of cell sites and switches in service in a particular period and the related equipment installed at each site, and the
variable component of which generally consists of per-minute use fees charged by wireline providers for calls terminating on their networks,
which fluctuate in relation to the level and duration of those terminating calls;

* long distance costs paid to the Wireline segment;
*  costs to service and repair devices;

*  regulatory fees;

* roaming fees paid to other carriers; and

¢+ fixed and variable costs relating to payments to third parties for the use of their proprietary data applications, such as messaging, music, TV and
navigation services by our subscribers.

Cost of services decreased $361 million, or 4%, in 2009 compared to 2008, primarily reflecting a decline in labor, outside services and maintenance
costs consistent with the Company’s cost cutting efforts, as well as a decline in network costs associated with fewer subscribers. Cost of services increased $133
million, or 2%, in 2008 as compared to 2007 primarily reflecting increased costs relating to data and veice roaming outside of our networks and increased service
and repair costs related to devices with increased functionality. In addition, backhaul costs, including usage of our wireline network, have increased primarily due
10 increased data usage by our subscribers and the expansion of EV-DO Rev. A in our network, These costs have been slightly offset by lower employee related
and outside services costs.

Equipment Net Subsidy

We recognize equipment revenue and corresponding costs of devices when title of the device passes to the dealer or end-user customer. Qur
marketing plans assume that devices typically will be sold at prices below cost, which is consistent with industry practice, as subscriber retention efforts often
include providing incentives to subscribers such as offering new devices at discounted prices. We reduce equipment revenue for these discounts offered directly
to the customer, or for certain payments to third-party dealers to reimburse the dealer for point of sale discounts that are offered to the end-user subscriber.
Additionally, the cost of devices is reduced by any rebates that are earned from the supplier. Cost of devices and accessories also includes order fulfillment
related expenses and write-downs of device and related accessory inventory for shrinkage and obsolescence. Equipment costs in excess of the revenues
generated from equipment sales is referred to in the industry as equipment net subsidy. Equipment revenue decreased $38 million, or 2%, in 2009 compared to
2008 primarily due to declining average sales prices for those devices as a result of competitive and economic pressures, partially offset by an increase in the
number of devices sold in 2009 as compared to 2008. Equipment revenue decreased $603 million, or 23%, in 2008 compared to 2007 primarily due to a decrease in
the number of devices sold in 2008 as compared to 2007, partially offset by an increase in the average sales prices for those devices as cuslomers began to
purchase more smartphones. Cost of devices increased $699 million, or 15%, in 2009 compared to 2008, primarily due to our mix of devices sold reflecting a greater
mix of post-paid devices sold with a higher functionality and an increase in the number of devices sold. Cost of devices decreased $165 million, or 3%, in 2008
compared to 2007, primarily due to a decrease in the number of devices sold partially offset by an increase in the average cost per device as our mix of devices
sold consisted of a higher percentage of smartphones and higher-end devices.
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Selling, General and Administrative Expense

Sales and marketing costs primarily consist of customer acquisition costs, including commissions paid to our indirect dealers, third-party distributors
and retail sales force for new device activations and upgrades, residual payments to our indirect dealers, payroll and facilities costs associated with our retail
sales force and stores and marketing employees, advertising, media programs and sponsorships, including costs related to branding. General and administrative
expenses primarily consist of costs for billing, customer care and information technology operations, bad debt expense and administrative support activities,
including collections, legal, finance, human resources, stralegic planning and technology and product development.

Sales and marketing expense decreased $273 million, or §%, in 2009 from 2008 as compared to $722 million, or 13%, in 2008 from 2007. The decline in
sales and marketing expenses for the year ended December 31, 2009 and 2008 is primarily due to the decline in gross subscriber additions and a decline in labor
related costs due to our workforce and cost reduction activities.

General and administrative costs decreased $1.1 billion, or 22%, in 2009 from 2008 and $382 million, or 7%, in 2008 from 2007. The decline in generat and
administrative costs for the year ended December 31, 2009 is primarily due to the decrease in employee related costs as part of our cost cutting initiatives,
reduction in customer care costs, and lower bad debt expense. Employee related costs decreased approximately $536 million in 2009 as compared to 2008, due to
workforce reductions announced in January and November 2009. Customer care costs decreased $363 million in 2009 as compared to 2008, Bad debt expense was
$392 million for the year ended December 31, 2009 representing a $240 million decline, as compared to bad debt expense of $632 million in 2008. The improvement
in bad debt expense resulted from lower rates of uncollectibility during the period, as well as lower estimated uncollectible accounts in outstanding accounts
receivable. Our improvement in customer care expense is largely attributable to customer care quality initiatives that were launched in 2008. These initiatives
resulted in fewer calls per subscriber into customer care which was reduced by 39% from 2007 peak levels. The reduction in calls per subscriber allowed for a
reguction of 19 call centers in 2009 and 11 call centers in 2008. We also have several customer care and collection activities designed to proactively contact
subscribers to ensure they are on appropriate service plans based on their usage and to negotiate payment arrangements designed Lo help customers through
difficult financial times. As a result, we have experienced a decrease in involuntary chum, as well as a decrease in the number of accounts and average balances
written off in 2009 compared to 2008. The decline in general and administrative costs for the year ended December 31, 2008 was principally due to the decrease in
bad debt expense and lower employee related costs, offset by an increase in customer care related costs. Bad debt expense was 3632 million for the year ended
December 31, 2008 as compared to $896 million for 2007 representing a $264 million decline. The improvement in bad debt expense was largely attributable to credit
policies for new customers and the customer care quality initiatives launched in 2008, Specifically, the ratio of subscribers with a prime credit score to those with a
subprime credit score improved in 2008 as compared to 2007,
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Segment Earnings - Wireline

Wireline segment earnings are primarily a function of wireline service revenue, network and interconnection costs and other Wireline segment
operating expenses. Network costs primarily represent special access costs and interconnection costs which generally consist of domestic and international per-
minute usage fees paid to other carriers. The remaining costs associated with operating the Wireline segment include the costs to operate our customer care and
billing organizations in addition to administrative support, Wireline service revenue, and variable network and interconnection costs fluctuate with the changes in
our customer base and their related usage, but some cost elements do not fluctuate in the short term with the changes in our customer usage. Our Wircline
segment provides services to our Wireless segment which are generally accounted for based on market rates which we believe approximate fair value. The
following table provides an overview of the resulis of operations of our Wireline segment for the years ended December 31, 2009, 2008 and 2007.

Year Ended Decewiber 31,

Wireline Earnings 2009 21008 2007
g’ © . . . R e . L X {in mitlions}

Voice : [ FHe Bof $2,563 $ 3,079 $:3,509

Data e GE2 o ese LG

[nternet : ° o e SECR LT AR Xt PP L T | 2,293 ! e 2,148 . 1,575 -

Otl_1cr _ _ o 111 146 169
Total net service revenue 5,629 6,332 6,463

Cost of services and products (3,663) 4,192 4,446

Service gross margin T LAy UL e LT e 1086 20 0L

Service gross margin percentage 35% 34% 3%

Selling, general and administrative expense ] sEe L o ) e 3ASy e 965y o (43)
Wireline segment earnings $ 1,221 $ 1,175 $1074

Wireline Revenue

Voice Revenues

Voice revenues decreased $516 million, or 17%, in 2009 as compared to 2008 and decreased $430 million, or 12%, in 2008 as compared to 2007. The 2009
and 2008 decreases were primarily driven by volume declines due to customer churn as well as overall price declines. Voice revenues generated from the sale of
services to our Wireless segment represented 31% of total voice revenues in 2009 as compared to 26% in 2008 and 23% in 2007.

Data Revenues

Data revenues reflect sales of data services, including ATM, frame relay and managed network services. Data revenues decreased $297 million, or
31%, in 2009 as compared to 2008 and decreased $251 million, or 21%, in 2008 as compared to 2007 due to declines in frame relay and ATM services as
subscribers migrated to 1P-based technologies. These declines were partially offset by growth in IP revenues. Data revenues generated from the provision of
services to the Wireless segment represented 19% of total data revenue in 2009 as compared to 13% in 2008 and 8% in 2007.

Internet Revenues

Internet revenues reflect sales of 1P-based data services, including MPLS. Internet revenues increased $145 million, or 7%, in 2009 as compared to 2008
and increased $573 million, or 36%, in 2008 as compared to 2007. The increases were due to higher IP revenues as business subscribers are increasing
requirements to support wireless customer’s data traffic, as well as revenue growth in our cable VoIP, which expetienced a 15% increase in subscribers in 2009 as
compared to 2008 and a 32% increase in 2008 as compared to 2007. [nternet revenues generated from the provision of services to the Wireless segment
represented 11% of total internet revenues in 2009 as compared to 9% in 2008 and 5% in 2007,
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Other Revenues

Other revenues, which primarily consist of sales of customer premises equipment, decreased $35 million, or 24%, in 2009 as compared to 2008 and
decreased $23 million, or 14%, in 2008 as compared to 2007 as a result of fewer projects in 2009 and 2008.

Costs of Services and Products

Costs of services and products include access costs paid to lacal phone companics, other domestic service providers and foreign phone companies to
complete calls made by our domestic subscribers, costs to operate and maintain our networks and costs of equipment. Costs of services and products decreased
$529 million, or 13%, in 2009 from 2008 and decreased $254 million, or 6%, in 2008 from 2007. The decrease in 2009 is primarily due to declining voice volumes and
a shift in mix to lower cost products as a result of the migration from data to IP-based technologies. The decrease in 2008 is mainly due to improved access cost
rates and declining volumes. Service gross margin percentage increased from 31% in 2007 to 34% in 2008 and to 35% in 2009, primarily as a result of revenue
growth in our cable VoIP business and a decrease in costs of services offset by a decrease in voice revenue,

Selling, General and Administrative Expense

Selling, general and administrative expense decreased $220 miilion, or 23%, as compared to 2008 and increased $22 million, or 2% in 2008 as compared
2007. The 2009 decrease was primarily due to a reduction in employee headcount and & decline in the use of outside services and maintenance as part of our cost
cutting initiatives, The 2008 increase was primarily driven by the absence of a favorable settlement with Vonage recognized in 2007 related to the use of certain
patenis within our patent portfolio. Total selling, general and administrative expense as a percentage of net services revenue was 13% in 2009 and 15% in both
2008 and 2007.

LIQUIDITY AND CAPITAL RESQOURCES

Cash Flow
Year Ended December 31,
2009 2008 T
{in miflions)
Net cash provided by operating activitics : - 343851 . $.6,179 §9,245.
Net cash used in investing activities L L L (3,844) o 4280 6,377)
Net'cash used in financing activities = w0 77 CEROLOTTHGI9Y Ul (484) T i (2,668)
Operating Activities

Net cash provided by operating activities of $4.9 billion in 2009 decreased by $1.3 billion from 2008, primarily due to a $3.6 billion decrease in cash
received from our subscribers as a result of declining service revenues from our loss of post-paid subscribers and a $200 million contribution to the Company
pension plan during 2009. These declines were offset by a decrease of $2.1 billion in cash paid to our suppliers and employees primarily due to reductions in
variable cost of services and products and selling, general and administrative expenses due to the various cost cutting initiatives implemented over the past year.

Net cash provided by operating activities of $6.2 billion in 2008 decreased $3.1 billion from 2007, primarily due to a $3.8 billion decrease in _ca._sh _
received from our subscribers as a result of declining service revenues from our loss of post-paid subscribers. This was offset by a decrease of $1.2 billion in cash
paid to our suppliers and employees.

Net cash provided by operating activities for both 2008 and 2007 is net of cash used for operating activities of approximatety 3300 million that related
to our operations that were contributed to Clearwire in November 2008.
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Investing Activities

Net cash used in investing activities for 2009 decreased by $406 million from 2008, primarily due to an increase of $369 million in proceeds from short-
term investments and a decrease in capital expenditures of $2.3 billion in 2009 as compared to 2008 mainly due to fewer cell sites built in 2009, fewer IT and
network development projects and costs incurred related to the build-up of WiMAX in 2008 that are no longer being incurred in 2009 due to the close of the
transaction with Clearwire in November 2008. The decreases were offset by increased purchases of $599 million in short-term investments, a $1.1 billion increase
of Sprint’s investment in Clearwire and $560 million used to acquire VMU and iPCS$ in the fourth quarter 2009.

Net cash used in investing activities for 2008 decreased by $2.1 billion from 2007, primarily due to the decrease in capital expenditures of $2.4 billion in
2008 as compared to 2007 mainly due to lower number of ceil sites built in 2008, reduced capacity needs, fewer IT projects as well as substantial completion in
2007 of various initiatives that were undertaken in our Wireless business, an increase in the proceeds from sales and maturities of short-term investments of $189
million and a decrease in the purchase of short-term investments of $143 million in 2008 compared to 2007. In addition, we used $287 million in 2007 to acquire
Northern PCS, a PCS Affiliate. These decreases were partially offset by the $866 million tn cash collateral received from our securities loan agreements initiated in
2007,

Net cash used in investing activities for 2008 and 2007 include expenditures of approximately $600 million and $700 million, respectively, related to
capital assets and FCC licenses that were contributed to Clearwire in November 2008,

Financing Activities

Net cash used in financing activities was $919 million during 2009 as compared to net cash used in financing activities of $484 million in 2008,
Activities in 2009 include debt repayments of $600 million of senior notes in May 2009, the early redemption of $607 million of our convertible senior notes in
September 2009, and a $1 billion payment on our revolving bank credit facility in November 2009 offsct by the issuance of $1.3 billion of senior notes in August
2009.

Net cash used in financing activities was $484 million during 2008 as compared to net cash used in financing activities of $2.7 billion in 2007, Activities
in 2008 include the draw-down of $2.5 billion under our revolving bank credit facility in February 2008, the net proceeds from the financing obligation with
TowerCo Acquisition LLC related to a sale and subsequent leaseback of multiple tower locations in September 2008 of $643 million, and proceeds from the
issuance of commercial paper of $68 1 million, offset by the carly redemption of $1.25 billion of our senior notes in June 2008, the extinguishment in September 2008
of $235 million of US Unwired Inc.’s 10% Second Priority Senior Secured Notes due 2012, the extinguishment in September 2008 of $250 million of Alamosa
{Delaware), Inc.’s 8.5% Senior Notes due 2012, the repayment of $1.5 billion of our revolving bank credit facility in the third and fourth quarters of 2008 and
maturities of commercial paper of $1.1 billion.

We repurchased about 87 million of cur common shares for $1.8 billion in 2007 pursuant to our share repurchase program. We did not repurchase any
shares under this program during 2008, which was the year the program expired. We received $4 million, $57 million and $344 million in 2009, 2008 and 2007,
respectively in proceeds from common share issuances, primarily resulting from exercises of employee options. We did not pay any cash dividends in 2009 or
2008 and paid cash dividends of $286 million in 2007.

Capital Requirements
‘We currently anticipate that future funding needs in the near term will include:
*  operating expenses relaling to our operations;
*  capital expenditures, including the capacity and upgrading of our networks and the deployment of new technologies in our networks;
+ scheduled debt service requirements;
*  amounts required to be expended in connection with the Repert and Order;
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*  any additional investment we may choose to make in Clearwire;
=  certain costs of compliance with regulatory mandates; and
*  other general corporate expenditures,
Liquidity
As of December 31, 2009, our cash and cash equivalents and short-term investments totaled $3.9 billion. In addition, we have $2.7 billion available
under our existing revolving bank credit facility, which expires in December 2010.

The terms and conditions of our revolving bank credit facility require the ratio of total indebtedness to trailing four quarters earnings before interest,
taxes, depreciation and amortization and certain other non-recurring items, as defined by the credit facility (adjusted EBITDA), to be no more than 4.25 t0 1.0, As
of December 31, 2009, the ratio was 3.5 to 1.0 as compared to 3.0 to 1.0 as of December 31, 2008 resulting from our decline in adjusted EBITDA. Under this
revolving bank credit facility, we are currently restricted from paying cash dividends because our ratio of total indebtedness 1o adjusted EBITDA exceeds 2.5 to
1.0. The terms of the revolving bank credit facility provide for an interest rate equal to LIBOR, plus a margin of between 2.50% and 3.00%, depending on our debt
ratings. Certain of cur domestic subsidiaries have guaranteed the revolving bank credit facility. As of December 31, 2009, we had $1.8 billion in letters of credit
outstanding, including a $1.7 billion letter of credit required by the Report and Order to reconfigure the 800 MHz band, and no outstanding balance under our
$4.5 billion revolving bank credit facility. As aresult of the outstanding letters of credit, which directly impacts the availability of the revolving bank credit facility,
we had $2.7 billion of borrowing capacity available under our revolving bank credit facility as of December 31, 2009.

A default under cur credit facilities could trigger defaults under our other debt obligations, including our senior notes, which in turn could result in the
maturities of certain debt obligations being accelerated. The indentures that govern our outstanding senjor notes also require that we comply with various
covenants, including limitations on the incurrence of indebtedness and liens by us and our subsidiaries. We expect to remain in compliance with these covenants
through at least the end of 2011, although there can be no assurance that we will do so. Although we expect to improve our post-paid subscriber results, if we do
not meet our plan, depending on the severity of the actual subscriber results versus what we currently anticipate, it is possible that we would not remain in
compliance with our covenants or be able to meet our debt service obligations, which could result in acceleration of our indebtedness. If such unforeseen events
occur, we may engage with our lendets to obtain appropriate waivers or amendments of our credit facilities or refinance borrowings, although there is no
assurance we would be successful in any of these actions.

Sprint’s current liquidity position makes it likely that we will be able to meet our debt service requirements and other funding needs at least through
2011. Specifically, we expect to be able to meet our currently identified funding needs through at least the end of 2011 by using our anticipated cash flows from
operating activities as well as our cash, cash equivalents and short-term investments on hand. In addition, we also have available the remaining borrowing
capacity under our revolving bank credit facility 0f $2.7 billion through December 19, 2010. Nevertheless, if we are unable to reduce the rate of losses of post-paid
subscribers in 2010, it would have a significant negative impact on cash provided by operating activities and our liquidity in future years.

In determining that we expect to meet our funding needs through at least 2011, we have considered:
= anticipated levels of capital expenditures and FCC license acquisitions;
* anticipated payments under the Report and Order, as supplemented,

* any contributions we may make 1o our pension plan, which has been negatively impacied by the high degree of volatility in the global financial
markets;

» scheduled debt service requirements;
* any additional investment we may choose to make in Clearwire; and
* other future contractual obligations.
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Our assessment above does not take into account, among other things:

*  any significant additional acquisition transactions or the pursuit of any significant new business opportunities or spectrum acquisition
strategies; and

*  any material increases in the cost of compliance with regulatory mandates,

Any of these events or circumstances could involve significant additional funding needs in excess of anticipated cash flows from operating activities
and the identified currently available funding sources, including existing cash and cash equivalents, short-term investments and borrowings available under our
existing revolving credit facility. If existing capital resources are not sufficient to meet these funding needs, it would be necessary to raise additional capital to
meet those needs.

Our ability to fund our capital needs from outside sources is ultimately affected by the overall capacity and terms of the banking and securitics
markets. Given our recent financial performance as well as the volatility in these markets, we continue to monitor them closely and to take steps to maintain
financial flexibility and a reasonable cost of capital.

As of December 31, 2009, Moody’s Investor Service, Standard & Poor’s Ratings Services (S&P), and Fitch Ratings had assigned the following credit
ratings to certain of our outstanding obligations:

Rating
Senior Unsecured
Bank Credit Senior
Raling Agency Facility Unsecured Debt Outlook
Moody’s Baa2 Bal Negative
Standard and Poor’s Not Rated BB Watch Negative
Fitch BB BB Negative

Downgrades of our current ratings do not accelerate scheduled principal payments of our existing debt. However, downgrades may cause us to incur
higher interest costs on our credit facilities and future borrowings, if any, and could negatively impact our access to the public capital markets.

As of December 31, 2009, we had working capital of $1.8 billion compared to $2.4 billion as of December 31, 2008.

CURRENT BUSINESS OUTLOOK

We endeavor to both add new and retain our existing wireless subscribers in order to reverse the net loss in post-paid wireless subscribers that we
have been experiencing. We expect to improve our subscriber trends by continuing to improve the customer experience and through offers which provide value,
simplicity and productivity.

Given the current economic environment, the difficulties the economic uncertainties create in forecasting, as well as the inherent uncertainties in
predicting future customer behavior, we are unable to say with assurance the amount of net retail post-paid subscriber losses we will experience during 2010 or
thereafter. However, the Company expects that both post-paid and total subscriber losses will improve in 2010 as compared to 2009.

Our net subscriber losses have significantly reduced our revenue and operating cash flow. These effects will continue if we do not attract new
subscribers and/or reduce our rate of churn. See “Wireless Segment Earnings™ above for a discussion of how our subscriber trends will impact our segment
carnings trends. Also, these subscriber losses have decreased and will further decrease our adjusted EBITDA, as defined by our revolving bank credit facility.
Management implemented cost reduction programs designed to decrease our cost structure by reducing our labor and other costs; however, we do not expect
that the reduction in costs will fully offset the revenue declines described above.

The above discussion is subject to the risks and other cautionary and qualifying factors set forth under “—Forward-Looking Statements” and Part 1,
Item 1A “Risk Factors” in this report.
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FUTURE CONTRACTUAL OBLIGATIONS

The following table sets forth our best estimates as to the amounts and timing of contractual payments as of December 31, 2009. Future events,
including additional purchases of our securities and refinancing of those securities, could cause actual payments to differ significantly from these amounts. See
“—Forward-Looking Statements.”

2015 and

Futuce Contractual Obligations Total 2010 2011 2012 2013 2014 therealter
fin millions)

Senior notes, bank credit facilities and debenturest! $ 032,854 32,158 0.8 2,993, $.3932 §:°2,848.  § 2269818654
Capital leases and financing obligationé® 1,826 93 78 79 81 83 1,412
Operating leases® 13,998 1,651 1,622 1,484 1,350 1,186 6,705
Purchase orders and other commitments ’ 13,598 6,635 2,038 1,743 1,389 854 899
Total $.62276. $ 10,5378 6731 $ 7238  §5668 § 4432 .3 27,670
(1) Includes principal and estimated interest payments. Interest payments are based on management’s expectations for future interest rates,
(2} Represents capital lease payments including interest and financing obligation related to the sale and subsequent leaseback of multiple tower sites.
(3 Includes future lease costs related to cell and switch sites, real estate, network equipment and office space.
(4) Includes service, spectrum, network capacity and other executory contracts. Excludes blanket purchase orders in the amount of $50 million. See

below for further discussion.

“Purchase orders and other commitments™ include minimum purchases we commit to purchase from suppliers over time and/or the unconditional
purchase obligations where we guaraniee 1o make a minimum payment to suppliers for goods and services regardless of whether suppliers fully deliver them.
Amounts actually paid under some of these “other” agreements will likely be higher due to variable components of these agreements. The more significant
variable components that determine the ultimate obligation owed include hours contracted, subscribers and other factors. In addition, we are party to various
arrangements that are conditional in nature and create an obligation to make payments only upon the occurrence of certain events, such as the delivery of
functioning software or products. Because it is not possible o predict the timing or amounts that may be dve under these conditional arrangements, no such
amounts have been included in the table above. The table above also excludes about $50 million of blanket purchase order amounts since their agreement terms
are not specified. No time frame is set for these purchase orders and they are not legally binding. As a result, they are not firm commitments. Qur liability for
uncertain tax positions was $284 million as of December 31, 2009. Due 10 the inherent uncertainty of the timing of the resolution of the underlying tax positions, it
is not practicable to assign this liability to any particular year(s) in the table.

The table above does not include remaining costs to be paid in connection with the fulfillment of our obligations under the Report and Order. The
Report and Order requires us to make a payment to the U.S. 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 in the 700 MHz and 800 MHz bands that we surrendered under the decision plus
the actual costs, or qualifying costs, that we incur to retune incumbents and our own facilities. The total minimum cash obligation for the Report and Order is
$2.8 billion. From the inception of the program through December 31, 2009, we have incurred approximately $2.4 billion of costs directly attributable to the
spectrum reconfiguration program. This amount does not include any of our internal network costs that we have preliminarily allocated to the reconfiguration
program for capacity sites and modifications for which we may request credit under the reconfiguration program. We estimate, based on our experience 0 date
with the reconfiguration program and on information currently available, that our total direct costs attributable to complete the spectrum reconfigurations witl
range between $3.4 and $3.7 billion. Accordingly, we believe that it is unlikely that we will be required to make a payment to the U.S, Treasury.
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OFF-BALANCE SHEET FINANCING
We do not participate in, or secure, financings for any unconsolidated, special purpose entities,

CRITICAL ACCGUNTING POLICIES AND ESTIMATES

Sprint applies those accounting policies that management believes best reflect the underlying business and economic events, consistent with
accounting principles generally accepted in the United States. Sprint’s more critical accounting policies include those related to the basis of presentation,
allowance for doubtful accounts, valuation and recoverability of our equity method investment in Clearwire, valuation and recoverability of long-lived assets,
evaluation of goodwill and indefinite-lived assets for impairment, and accruals for taxes based on income. Inherent in such policies are certain key assumptions
and estimates made by management. Management periodically updates its estimates used in the preparation of the financial statements based on its latest
assessment of the current and projected business and general economic environment. These critical accounting policies have been discussed with Sprint’s Board
of Divectors. Sprint’s significant accounting policies are summarized in Note 2 to the Consolidated Financial Statements.

Basis of Presentation

The consolidated financial statements include the accounts of Sprint and its consolidated subsidiaries. Investments where Sprint maintains majority
ownership, but lacks full decision making abitity over all major issues, are accounted for using the equity method. Governance for Sprint’s major unconselidated
investment, Clearwire, is based on Clearwire board representation for which Sprint does not have a majority vote.

Allowance for Doubtful Accounts

We maintain an allowance for doubtful accounts for estimated losses that result from failure of our subscribers to make required payments. Our
estimate of the allowance for doubtful accounts considers a number of factors, including collection experience, aging of the accounts receivable portfolios, credit
quality of the subscriber base, estimated proceeds from future bad debt sales and other qualitative considerations. To the extent that actual loss experience
differs significantly from historical trends, the required allowance amounts could differ from our estimate. A 10% change in the amount estimated lo be
uncollectible would result in a corresponding change in bad debt expense of about $20 million for the Wireless segment and $1 million for the Wireline segment.

Valuation and Recoverability of our Equity Method Investment in Clearwire

We assess our equity method investment for other-than-temporary impairment when indicators such as decline in quoted prices in active markets
indicate a value below the carrying value of our investment. This evaluation requires significant judgment regarding, but not limited to, the severity and duration
of decline in market prices; the ability and intent to hold the securities until recovery; financial condition, liquidity, and near-term prospects of the issuer, specific
events, and other factors. Sprint’s assessment that an investment is not other-than-temporarily impaired could change in the future due to changes in facts and
circumstances.

Sprint owns a 56% ownership interest in Clearwire for which the carrying value as of December 31, 2009 was $4.3 billion while the value of such
investment based on Clearwire’s closing stock price was $3.5 billion. Sprint continues to believe that we will fully recover the carrying valuge of our investment,

Valuation and Recoverability of Long-lived Assets

Long-lived assets consist primarily of property, plant and equipment and intangible assets subject to amortization, Changes in technology or in our
intended use of these assets, as well as changes in economic or industry factors or in our business or prospects, may cause the estimated period of use or the
value of these assets to change.

Property, plant and equipment are generally depreciated on a straight-line basis over estimated economic useful lives. Certain network assets are
depreciated using the group life method. Depreciable life studies are performed periodically to confirm the appropriateness of depreciable lives for certain
categories of
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property, plant and equipment. These studies take inlo account actual usage, physical wear and tear, replacement history and assumptions about technology
evolution. When these factors indicate that an asset’s useful life is different from the previous assessment, we depreciate the remaining book values
prospectively over the adjusted remaining estimated useful life. Depreciation rates for assets using the group life method are revised periodically as required
under this method. Changes made as a result of depreciable life studies and rate changes generally do not have a material effect on depreciation expense.

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable, Long-lived asset groups were determined hased upon certain factors including assessing the lowest level for which identifiabie cash flows are
largely independent of the cash flows of other groups of assets and liabilities. If the total of the expected undiscounted futyre cash flows is less than the carrying
amount of our assets, a loss is recognized for the difference between the estimated fair value and carrying value of the assets. Impairment analyses, when
performed, are based on our current business and technology strategy, views of growth rates for our business, anticipated future economic and regulatory
cenditions and expecied technological availability. During 2009, we tested long-lived assets in our Wireless segment for recoverability and, based on our estimate
of undiscounted cash flows, determined the carrying value to be recoverable. Our estimate of undiscounted cash flows exceeded the carrying value of these
assets by more than 10%. If we continue 1o have operational challenges, including obtaining and retaining subscribers, future cash flows of the Company may
not be sufficient to recover the carrying value of our wireless asset group, and we could record asset impairments that are material to Sprint’s consolidated results
of operations and financial condition.

In additton to the analyses described above, certain assets that have not yet been deployed in the business, including network equipment, cell site
development costs and software in development, are periodically assessed to determine recoverability. Network equipment and cell site development costs are
expensed whenever events or changes in circumstances cause the Company to conclude the assets are no longer needed to meet management's strategic
network plans and will not be deployed. Software development costs are expensed when it is no longer probable that the software project will be deployed.
Network equipment that has been removed from the network is also periodically assessed to determine recoverability. 1f we continue to have challenges retaining
subscribers and as we continue to assess the impact of rebanding the iDEN petwork, management may conglude in future periods that certain CDMA and iDEN
asseis will never be either deployed or redeployed, in which case non-cash charges that could be material to our consolidated financial statements would be
recognized.

Evaluation of Goodwill and Indefinite-Lived Intangible Assets for Impairment

Goodwill represents the excess of purchase price paid over the fair value assigned to the net tangible and identifiable intangible assets of acquired
businesses. Sprint evaluates the carrying value of goodwill annually or more frequently if events or changes in circumstances indicate that the carrying amount
may exceed estimated fair value. Our analysis includes a comparison of the estimated fair value of the reporting unit to which goodwill applies to the carrying
value, including goodwill, of that reporting unit.

We regularly assess whether any indicators of impairment exist, which requires a significant amount of judgment. Such indicators may include a
sustained significant decling in our share price and market capitalization; a decline in our expected future cash flows, a significant adverse change in legal factors
or in the business climate; unanticipated competition; the testing for recoverability of a significant asset group within a reporting unit; and/or slower growth
rates, among others. Any adverse change in these factors could result in an impairment that could be material to our consolidated financial statements.

The determination of the estimated fair value of the wireless reporting unit and other assets and liabilities within the wireless reporting unit requires
significant estimates and asswmptions. These estimates and assumptions primarily include, but are not limited to, the discount rate, terminal growth rates,
operating income before depreciation and amortization (OIBDA} and capital expenditures forecasts. Due to the inherent uncertainty involved in making those
estimates, actual results could differ from those estimates, The merits of each significant assumption, both individually and in the aggregate, used to estimate the
fair value of a reporting unit, as well as the fair values of the corresponding assets and liabilities of the reporting unit, are evaluated for reasonableness.
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FCC licenses and our Sprint and Boost Mobile trademarks have been identified as indefinite-lived intangible assets, in addition to goodwill, after
considering the expected use of the assets, the regulatory and economic environment within which they are being used, and the effects of obsolescence on their
use. When required, Sprint assesses the recoverability of other indefinite-lived intangibles, including FCC licenses which are carried as a single unit of
accounting. In assessing recoverability of FCC licenses, we estimate the fair value of such licenses using the Greenfield direct value method, which approximates
value through estimating the discounted future cash flows of a hypothetical start-up business. Assumptions key in estimating fair value under this method
include, but are not limited to, capital expenditures, subscriber activations and deactivations, market share achieved, tax rates in effect and discount rate. A 1
percent decline in our assumed revenue growth rate used to estimate terminal value, a 1 percent decline in our assumed net cash flows or a 1 percent adverse
change in any of the key assumplions referred to above would not result in an impairment of our FCC licenses as of the most recent testing date. A decline in the
estimated fair value of FCC licenses of up to 20% also would not result in an impairment of the carrying value.

Accruals for Taxes Based on Income

Uncertainties exist with respect to interpretation of complex U.S. federal and state tax regulations. Management expects that Sprint’s interpretations
will prevail. Also, Sprint has recognized deferred 1ax benefits relating to its future utilization of past operating losses. Sprint believes it is more likely than not that
the amounts of deferred tax assets in excess of the related valuation allowances will be realized.

The accounting estimates related to the tax valuation allowance require us to make assumptions regarding the timing of future events, including the
probability of expected future taxable income and available tax planning opportunities. These assumptions require significant judgment because actual
performance has fluctuated in the past and may do so in the future. The impact that changes in actual performance versus these estimates could have on the
realization of tax benefits as reported in our results of operations could be material.

The accounting estimates related to the liability for uncertain tax positions require us to make judgments regarding the sustainability of each uncertain
tax position based on its technical merits. These estimates are updated based on the facts, circumstances and information available. We are also required to
assess at each annual reporting date whether it is reasonably possible that any significant increases or decreases to the unrecognized tax benefits will occur
during the next twelve months.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2009, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 168, The FASE
Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles, which establishes the FASB Accounting Standards
Codification (Codification} as the only source of authoritative generally accepted accounting principles (GAAP) in the United States, except that rules and
interpretive releases issued by the Securities and Exchange Commission (SEC) also are sources of authoritative GAAP for SEC registrants, Subsequent to the
issuance of SFAS No. 168, the FASB will no longer issue Statements, Staff Positions, or Emerging Issues Task Force Abstracts, but will issue Accounting
Standards Updates (ASU) which will amend the Codification. As a result, the Codification supersedes authoritative literature effective prior to June 2009.

The FASB issued authoritative literature in connection with accounting for Business Combinations, Non-controlling Interests in Consolidated
Financial Statements and Disclosures about Derivative Instruments and Hedging Activities which wete effective for the quarter ended March 31, 2009. The
Business Combinations guidance was adopted on January 1, 2009, As a result of adoption, for our fourth quarter acquisitions cutlined in our notes to the
consolidated financial statements, we tecognized a gain of $151 million ($92 million after tax) related to the increase to estimated fair value of our non-controlling
interest in VMU. [n addition, under the new guidance, transaction costs and costs associated with exit activities are expensed as incurred. The remaining
guidance did not have a material effect on our consolidated financial statements.

In November 2008, the FASB issued authoritative literature regarding Equity Method Investment Accounting Considerations, 10 clarify the
application of equity method accounting. Among other things, this literature requires equity method investors to account for equity investee share issuances as
if the investor had
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sold a proportionate share of its investment, with the recognition of any resulting gain or loss in eamings. The Company adopted these requirements effective
January 1, 2009. As a result, we recognized a pre-tax loss of $154 million (396 million after tax) related to the dilution of our investment in Clearwire resulting from
their first quarter 2009 share issuance.

[n April 2009, the FASB issued anthoritative literatare regasding (i) Interim Disclosures about Fair Value of Financial Instruments, 1o require
disclosures about fair value of financial instruments for interim reporting periods of publicly traded companies (ii) Recognition and Presentation of Other-Than-
Temporary Impairments, which amends the other-than-temporary impairment guidance for debt securitics to make the guidance more operational and to improve
the presentation and disclosure of other-than-temporary impairments on debt and equity securities in the financial statements and (iii) Determining Fair Value
When the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifving Transactions That Are Not Orderly which
provides additional guidance on determining fair value when the volume and level of trading activity for an asset or liability have significantly decreased when
compared with normal market activity. These pronouncements were ¢ffective beginning in the second quarter 2009 and did not have a material effect on our
consolidated financial statemenis. In addition, the FASB issued further guidance related to Accounting for Assets Acquired and Liabilities Assumed ina
Business Combination That Avise from Contingencies, to address application issues relevant to initial recognition and measurement, subsequent measurement
and accounting, and disclosure of assets and liabilities arising from contingencies in a business combination. This guidance, which did not have a material effect
on our consolidated financial statements, is effective for business combinations on or after January 1, 2009 and was utilized in the accounting for the acquisitions
outlingd in our notes to the consolidated financial statements.

In June 2009, the FASB issued authoritative literature regarding Amendments to FASE Interpretation No. 46(R), which changes various aspects of
accounting for and disclosures of interests in variable interest entities, and the Accounting for Transfers of Financial Assets, which was issued in order to
improve the relevance, representational faithfulness, and comparability of the information that a reporting entity provides in its financial statements about &
transfer of financial assets; the effects of a transfer on its financial position, financial performance, and cash flows; and a transferot’s continuing involvement, if
any, in transferred financial assets. This guidance will be effective beginning in January 2010 and is not expected to have a material effect on our consolidated
financial statements.

In September 2009, the FASB modified the accounting for Multiple-Deliverable Revenue Arrangements and Certain Revenue Arrangements that
Include Software Elements. These modifications alter the methods previously required for allocating consideration received in multiple-element arrangements to
require revenue allocation to elements containing software components and non-software components that function together to deliver the product’s essential
functionality. These modifications will be effective prospectively for the fiscal year ended December 31, 2011 and are currently being evaluated to determine the
effect, if any, on our consolidated financial statements.

In January 2010, the FASB issued authoritative guidance regarding /mproving Disclosures about Fair Value Measurements, which requires new and
amended disclosure requirements for classes of assets and liabilities, inputs and valuation techniques and transfers between levels of fair value measurements
and Accounting for Distributions to Shareholders with Components of Stock and Cash, which clarifies the accounting for distributions to shareholders that
offer them the ability to elect to receive their entire distribution in cash or shares of equivalent value. This guidance will be effective beginning in January 2010,
and is not expected to have a material effect on our consolidated financial statements.
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FORWARD-LOOKING STATEMENTS

We include certain estimates, projections and other forward-looking statements in our annual, quarterly and current reports, and in other publicly

available material. Stater_ncms regarding expeciations, including performance assumptions and estimates relating to capital requirements, as well as other
statements that are not historical facts, are forward-locking statements.

These statements reflect management’s judgments based on currently available information and involve a number of risks and uncentainties that could
cause actual results to differ materially from those in the forward-looking statements. With respect to these forward-looking statements, management has made
assumptions regarding, among other things, subscriber and network usage, subscriber growih and retention, pricing, operating costs, the timing of various
events and the economic and regulatory environment.

Future performance cannot be assured. Actual results may differ materially from those in the forward-looking statements. Some factors that could
cause actual resulis to differ include:

*  our ability to attract and retain subscribers;

*  the effects of vigorous competition on a highly penctrated market, including the impact of competition on the price we are able to charge
subscribers for services and equipment we provide and our ability to attract new subscribers and retain existing subscribers; the overall
demand for our service offerings, including the impact of decisions of new or existing subscribers between our post-paid and prepaid services
offerings and between our two network platforms; and the impact of new, emerging and competing technologies on our business;

*  the effect of limiting or reducing capital and operating expenditures on our ability to improve and enhance our networks and service offerings,
implement our business strategies and provide competitive new technologies;

*  our ability to obtain additional financing on terms acceptable to us, including at the expiration of our cusrent credit facility, which expires on
December 19, 2010;

¢ volatility in the trading price of our common stock, current economic conditions and our ability to access capital,;

* the impact of unrelated parties not meeting our business requirements, including a significant adverse change in the ability or willingness of
such parties to provide devices or infrastructure equipment for our CDMA network, or Motorola, Inc.’s ability or willingness to provide related
devices, infrastructure equipment and sofiware applications, or to develop new technologies and devices or features, for our iDEN network;

*  the costs and business risks associated with providing new services and entering new geographic markets;
*  the financial performance of Clearwire and its deployment of a 4G network;

*  the impact of difficulties we may encounter in connection with the integration of the businesses and assets of Virgin Mobile USA, [nc. and
iPCS, inc., including the risk that these difficulties may limit our ability to fully integrate the operations of these businesses and the risk that we
may be unable to continue lo retain key employees;

*  the effects of mergers and consolidations and new entrants in the communications industry and unexpected announcements or developments
from others in the communications indusiry;

* unexpected results of litigation filed against us or our suppliers or vendors;

* the impact of adverse network performance;

+  the costs or potential customer impacts of compliance with regulatory mandates;

*  equipment failure, natural disasters, terrorist acts or other breaches of network or information technology security;

51




Table of Contents

*  one or more of the markets in which we compete being impacted by changes in political, economic or other factors such as monetary policy,
legal and regulatory changes or other external factors over which we have no control; and

*  other risks referenced from time to time in this report, including in Part I, ltem 1A “Risk Factors” and other filings of ours with the SEC.

The words “may,” “could,” “estimate,” “project,” “forecast,” “intend,” “expect,” “believe,” “target,” “plan,” “providing guidance™ and similar
expressions are inlended to identify forward-looking statements. Forward-looking statements are found throughout this Management's Discussion and Analysis
of Financial Condition and Results of Operations, and elsewhere in this report. The reader should not place undue reliance on forward-looking statements, which
speak only as of the date of this report. We are not obligated to publicly release any revisions to forward-looking statements to reflect events after the date of
this report, including unforeseen events.

FINANCIAL STRATEGIES

General Risk Management Policies

Our board of directors has adopted a financial risk management policy that authorizes us o enter into derivative transactions, and all transactions
comply with the policy. We do not purchase or hold any derivative financial instruments for speculative purposes with the exception of equity rights obtained in
connection with commercial agreements or strategic investments, wsually in the form of warrants to purchase common shares,

Derivative instruments are used for hedging and risk management purposes even if not designated as such for purpeses of accounting. Hedging
activities may be done for various purposes, including, but not limited to, mitigating the risks associated with an asset, liability, committed transaction or probable
forecasted transaction. We seek to minimize counterparty credit risk through stringent credit approval and review processes, credit support agreements, continual
review and monitoring of all counterparties, and thorough legal review of contracts. Exposure to market risk is controlled by regutarly monitoring changes in
hedge positions under normal and stress conditions to ensure they do not exceed established limits.

Item 7A, Quantitative and Qualitative Disclosures About Market Risk

We are primarily exposed to the market risk associated with unfavorable movements in interest rates, foreign currencies, and equity prices. The risk
inherent in our market risk sensitive instruments and positions is the potential loss arising from adverse changes in those factors.
Interest Rate Risk

The communications indusiry is a capital intensive, technology driven business. We are subject to interest rate risk primarily associated with our
borrowings. Interest rate risk is the risk that changes in interest rates could adversely affect earnings and cash flows, Specific interest rate risk includes: the risk
of increasing interest rates on floating-rate debt and the risk of increasing interest rates for planned new fixed rate tong-term financings or refinancings.

About 90% of our debt as of December 31, 2000 was fixed-rate debt, While changes in interest rates impact the fair value of this debt, there is no
impact to carnings and cash flows because we intend to hold these obligations to maturity unless market and other conditions are favorable.

We perform interest rate sensitivity analyses on our variable rate debt. These analyses indicate that a one percentage point change in interest rates
would have an annual pre-tax impact of $18 million on our consolidated statements of operations and cash flows for the year ended December 31, 2009. We also
perform a sensitivity analysis on the fair market value of our outstanding debt. A 10% decline in market interest rates would cause an $872 million increase in the
fair market value of our debt to $20.9 billion.

Foreign Currency Risk

We also enter into forward contracts and options in foreign currencies to reduce the impact of changes in foreign exchange rates. Our foreign
exchange risk management program focuses on reducing transaction
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exposure to optimize consolidated cash flow. We use foreign currency derivatives to hedge our foreign currency exposure related to settlement of international
telecommunications access charges and the operation of our international subsidiaries. The dollar equivalent of our net foreign currency payables from
international settlements was $4 million and the net foreign currency receivables from international operations was $5 million as of December 31, 2009. The
potenti;l_l immediate pre-tax loss to us that would result from a hypothetical 10% change in foreign currency exchange rates based on these positions would be
insignificant.

Equity Risk
We are exposed to market risk as it relates to changes in the market value of our investments. We invest in equity insiruments of public and private
companies for operational and strategic business purposes. These securities are subject to significant fluctuations in fair market value due to volatility of the

stock market and industries in which the companies operate. These securities, which are classified in investments and short-term investments on the consolidated
balance sheets, include equity method investments, such as our investment in Clearwire, investments in private securities, and available-for-sale securities.

In certain business transactions, we are granted warrants to purchase the securities of other companies at fixed rates. These warrants are supplemental
to the terms of the business transaction and are not designated as hedging instruments.

Item 8. Financial Statements and Supplementary Data

The consolidated financial statements required by this item begin on page F-1 of this annual report on Form 10-K and are incorporated herein by
reference. The financial statements of Clearwire, as required under Regulation S-X, are filed pursuant 1o ltem 15 of this annual report on Form 10-X and
incorporated herein by reference.

Item 9. Changes in and Disagreements with Accountants en Accounting and Financial Disclosure
Not applicable.

Item 9A. Controls and Procedures

Evaluation of Disclesure Controls and Procedures

Disclosure controls are procedures that are designed with the objective of ensuring that information required te be disclosed in our reports under the
Securities Exchange Act of 1934, such as this Form 10-K, is reported in accordance with the SEC's rules. Disclosure controis are also designed with the objective
of ensuring that such information is accumulated and communicated to management, including the Chief Executive Officer and Chief Financial Officer, to allow
timely decisions regarding required disclosure.

In connection with the preparation of this Form 10-K as of December 31, 2009, under the supervision and with the participation of our management,
including our Chief Executive Officer and Chief Financial Officer, we carried out an evaluation of the effectiveness of the design and operation of our disclosure
controls and procedures. Based on this evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the design and operation of the
disclosure controls and procedures were effective as of December 31, 2009 in providing reasonable assurance that information required to be disclosed in reports
we file or submit under the Securities Exchange Act of 1934 is accumulated and communicated to management, including the Chief Executive Officer and Chief
Financial Officer, to allow timely decisions regarding required disclosure and in providing reasonable assurance that the information is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms,

Internal controts over our financial reporting continue to be updated as necessary to accommodate modifications to our business processes and
accounting procedures. There have been no changes in our internal control over financial reporting that occurred during the fourth quarter 2009 that have
materially affected, or are reasonably likely to materially affect, our internal contro! over financial reporting.
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Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate intermal control over financial reporting. Our internal control system was

designed to provide reasonable assurance to our management and board of directors regarding the reliability of financial reporting and the preparation of
financial statements for external purposes.

Our management conducted an assessment of the effectiveness of our internal control over financial reporting as of December 31, 2009, This
assessment was based on the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control—Integrated
Framework. Based on this assessment, management believes that, as of December 31, 2009, our internal control over financial reporting was effective,

Our independent registered public accounting firm has issued a report on the effectiveness of our internal control over financial reporting. This report
appears on page F-2.

Item 9B, Other Information
Not applicable.
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PART 111

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this item regarding our directors is incorporated by reference to the information set forth under the captions “Election of
Directors—Nominees for Director,” “—Board Committees and Director Meetings—The Audit Committee™ and “—Board Committees and Director Meetings—
The Nominating and Corporate Govemnance Committee™ in our proxy statement relating to our 2010 annual meeting of shareholders, which will be filed with the
SEC, and with respect to family relationships, to Part 1 of this report under “Executive Officers of the Registrant.” The information required by this item regarding
our executive officers is incorporated by reference to Part I of this report under the caption “Executive Officers of the Registrant.” The information required by
this item regarding compliance with Section 16(a} of the Securities Exchange Act of 1934 by our directors, executive officers and holders of ten percent ofa
registered class of our equity securities is incorporated by reference to the information set forth under the caption “Section 16(a) Beneficial Ownership Reporting
Compliance” in our proxy statement relating to our 2010 annual meeting of shareholders, which will be filed with the SEC,

We have adopted the Sprint Nextel Code of Conduct, which applies to all of our directors, officers and employees. The Code of Conduct is publicly
available on our website at Attp://www. sprint com/governance . |f we make any amendment to our Code of Conduct, other than a technical, administrative or non-
substantive amendment, or if we grant any waiver, including any implicit waiver, from a provision of the Code of Conduct that applies to our principal executive
officer, principal financial officer, principal accounting officer or controlier, we will disclose the nature of the amendment or waiver on our website at the same
location. Also, we may elect to disclose the amendment or waiver in a current report on Form 8-K filed with the SEC.

Item 11. Executive Compensation

The information required by this item regarding compensation of executive officers and directors is incorporated by reference to the information set
forth under the captions “Election of Directors—Compensation of Directors,” “Executive Compensation™ and “Compensation Committee Report” in our proxy
statement relating to our 2010 annual meeting of shareholders, which will be filed with the SEC. No information is required by this item regarding compensation
committee interlocks.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item, other than the equity compensation plan information presented below, is incorporated by reference to the
information set forth under the captions “Security Ownership of Certain Beneficial Owners” and “Security Ownership of Directors and Executive Officers” in our
proxy statement relating to our 2010 annual meeting of shareholders, which will be filed with the SEC.

Compensation Plan Information

Currently we sponsor two active equity incentive plans, the 2007 Omnibus [ncentive Plan (2007 Plan) and our Employee Stock Purchase Plan (ESPP).
We also sponsor the 1997 Long-Term Incentive Pregram (1997 Program}; the Nextel Incentive Equity Plan (Nextel Plan) and the Management Incentive Stock
Option Plan (MISOP). On May 8, 2007, our shareholders approved the 2007 Plan, under which we may grant stock options, stock appreciation rights, restricted
stock, restricted stock units, performance shares, performance units and other equity-based and cash awards to our employees, outside directors and certain
other service providers. Under the 2007 Plan, the Compensation Committee of our board of directors, or one or more executive officers should the Compensation
Committee so authorize, will determine the terms of each equity-based award. No new grants can be made under the 1997 Program, the Nextel Plan or the MISOP.
In 2009, the Board of Directors authorized an additional 80 million shares for future purchases under the ESPP.

35




Table of Contents

The following table provides information about the shares of Series 1 common stock that may be issued upon exercise of awards as of December 31,

2009.
Number of Securities
Number of Securities Weighted Average Remaining Available for
To be Issned Exercise Price of Future Jssuance Under
Upon Exercise of Outstanding Options, Equity Compensation Plans
Ouistanding Options, Warraots and (Excluding Securities
Plan Category Warrants and Rights Righis Reflected in Columa (a))
o o @ . . (a) {b} (e}
Equity compensation pians approved by ;
sharehotders of Series']1 common stock 108,025,907(ti2) h 1531 259,495 074156
Equity compensation plans not approved by
shareholders of Series 1 common stock 17,753,245® 22.08 —
Total 125,779,152 259,495,974

(1} Includes 37,203,639 shares covered by options and 12,510,536 restricted stock units under the 2007 Plan, 35,235,272 shares covered by options and
3,815,654 restricted stock unils outstanding under the 1997 Program and 18,066,607 shares covered by options cutstanding under the MISOP. Also
includes purchase rights to acquire 1,194,199 shares of common stock accrued at December 31, 2009 under the ESPP. Under the ESPP, each eligible
employee may purchase common stock at quarterly intervals at a purchase price per share equal to 95% of the marke! value on the last business day
of the offering period.

{2} Included in the total of 108,025,907 shares are 12,510,536 restricted stock units under the 2007 Plan, which will be counted against the 2007 Plan
maximum ina 2.5 to 1 ratio.

{3) The weighted average exercise price does not take into account the shares of common stock issuable upon vesting of restricted stock units issued
under the 1997 Program or the 2007 Plan. These restricted stock units have no exercise price. The weighted average purchase price alse does not
take into account the 1,194,199 shares of common stock issuable as a result of the purchase rights accrued under the ESPP; the purchase price of
these shares was $3.33 for each share.

(4} Of these shares, 174,459,795 shares of common stock were available under the 2007 Plan. Through December 31, 2009, 85,971,239 cumulative shares
came from the 1997 Program, the Nextel Plan and the MISOP.

(3) Includes 85,036,179 shares of common stock available for issuance under the ESPP after issuance of the 1,194,199 shares purchased in the fourth
quarter 2009 offering. See note | above.

{6) No new awards may be granted under the 1997 Program or the Nextel Plan after April 13, 2007.

(7) No new options may be granted under the MISOP and therefore this figure does not include any shares of our common stock that may be issued under
the MISOP. Most options outstanding under the MISOP, however, grant the holder the right to receive additional options to purchase our common
Stock if the holder, when exercising a MISOP option, makes payment of the purchase price using shares of previously owned stock, The additional
oplion gives the holder the right to purchase the number of shares of our common stack utilized in payment of the purchase price and tax withholding.
The exercise price for this option is equal to the market price of the stock on the date the option is granted, and this option becomes exercisable one
year from the date the original option is exercised. This option does nol include a right to receive additional options.

(8) Consists of 17,753,245 options outstanding under the Nexiel Plan. There are no deferred shares outstanding under the Nextel Plan.

Item 13. Certain Relationsbips and Related Transactions, and Director Independence

The information required by this item is incorporated by reference to the information set forth under the captions “Certain Relationships and Other
Transactions” and “Election of Directors—Independence of Directors™ in our proxy statement relating to our 2010 annual meeting of shareholders, which will be
filed with the SEC.

Item 14, Principal Accountant Fees and Services

The information required by this item is incorporated by reference to the information set forth under the caption “Ratification of Independent
Registered Public Accounting Firm” in our proxy statement relating to our 2010 annual meeting of shareholders, which will be filed with the SEC.
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PART IV
Item 15. Exhibits and Financial Statement Schedules
1. The consolidated financial statements of Sprint Nextel Corporation filed as part of this report are listed in the Index to Consolidated Financial Statements.
2N The consolidated financial statements of Clearwire Corporatian filed as part of this report are listed in the Index to Consolidated Financial Statements.
3 The following exhibits are filed as part of this report:
—__Incorporated by Reference
SEC Filed

Exhibit No, Exbibit Drescription Form File No, Exhibit _Filing Date ~ Herewith
(2} Plan of Acquisition, Reorganization, Arrangement, Liguidation or Succession
2.1%* Separation and Distribution Agreement by and between Sprint Nextel 10-12B/A 001-32732 21 05/02/2006

Corporation and Embarq Corporation, dated as of May 1, 2006
22 Transaction Agreement and Plan of Merger dated as of May 7, 2008, by and 8-K  001-04721 21 05/07/2008

among Sprint Nextel Corporation, Clearwire Corporation, Comcast Corporation,

Time Wamer Cable Inc., Bright House Networks, LLC, Google Inc. and Intel

Corporation
23 Agreement and Plan of Merger, dated as of July 27, 2009, by and among Sprint 8K 001-04721 21 0772872009

Nextel Corporation, Sprint Mozart, Inc. and Virgin Mobile USA, Inc.
(3) Articles of Incorporation and Bylaws
31 Amended and Restated Artictes of Incorporation 8-K  001-04721 3.1 08/18/2005
32 Amended and Restated Bylaws 8-K  001-04721 il 11122009
(4) Instruments Defining the Rights of Sprint Nextel Security Holders
41 The rights of Sprint Nextel's equity security holders are defined in the Fifih, 8K 001-04721 3.1 08/1872005

Sixth, Seventh and Eighth Articles of Sprint Nextel’s Articles of Incorporation.

See Exhibit 3.1
4.2 Provision regarding Kansas Control Share Acquisition Actis in Article 2, 8-K  001-04721 3 02/28/2007

Section 2.5 of the Bylaws. Provisions regarding Stockholders’ Meelings are set

forth in Article 3 of the Bylaws. See Exhibit 3.2
43.1 Indenture, dated as of October 1, 1998, among Sprint Capital Corporation, 10-Q  001-04721 4y 11/021998

Sprint Corporation and Bank One, N. A, as Trustee
432 First Supplemental Indenture, dated as of January 15, 1999, among Sprint 8-K 00104721 4y 02031999

Capital Corporation, Sprint Corporatien and Bank One, N.A., as Trustee
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Incorpyrated by Reference

SEC

Exhibit No. Exhibit Description Form File No.

433 Second Supplemental Indenture, dated as of October 15, 2001, among Sprint Capital 8-K  001-04721
Corporation, Sprint Corporation and Bank One, N.A., as Trustee

(10) Material Agreements:

10.1 Registration Rights Agreement, dated as of November 23, 1998, among Sprint S-3/A 333-6424t
Corporation, TCI Telephony Services, Inc., Cox Communications, Inc. and Comcast
Corporation

10.2.1%%+ Letter Agreement between Motorola, Inc. and Nextel, dated November 4, 1951 §-1 33-43415

10.2.2%*=* iDEN Infrastructure Supply Agreement between Motorola and Nextel, dated April 10-Q  000-19656
13, 1999

10,234+ Term Sheet for Subscriber Units and Services Agreement, dated December 31, 2003 10-Q  000-19656
between Nextel and Motorola

10.2.4 Second Extension Amendment to the iDEN Infrastructure 5 Year Supply Agreement, 10-K  001-04721
dated December 14, 2004, between Motorola, Inc. and Nextel Communications, Inc.

10.2.5%*+* Amendment Seven to the Term Sheet for Subscriber Units and Services Agreement, 10-K  001-04721
dated December 14, 2004, between Motorola, Inc. and Nextel Commanications, Inc.

10.3.1 Credit Agreement, dated as of December 19, 2005, among Sprint Nextel Corporation, 8-K  00t-04721
Sprint Capital Corporation and Nextel Communications, Inc., the lenders named
therein, and JP Morgan Chase Bank, N. A, as Administrative Agent

10.3.2 Amendment No. | to Credit Agreement, dated as of November 3, 2008, among Sprint 8-K  001-04721
Nextel Corporation, Sprint Capital Corporation and Nextel Communications, Inc., the
lenders named therein, and JP Morgan Chase Bank, N.A. as Administrative Agent

10.4.1 Voting Agreement, dated as of July 27, 2009, by and among Sprint Nextel 8-K  001-04721
Corporation, Covina Holdings Limited and Cortaive Limited

i0.4.2 Voting Agreement, dated as of July 27, 2009, by and among Sprint Nextel 8-K  001-04721

Corporation and SK Telecom Co., Ltd.
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10.1.2¢

10.5.21

10.1

10.1
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Filed
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10/29/2001

017221999

11/15/1991

08/16/1999

05/10/2004
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12/21/2005

11/07/2008

07/28/2009
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(10) Executive Compensation Plans and Arrangements:
10.4 Summary of 2009 Short-Term Incentive Plan 8-K 001-04721
10.5 Amended Summary of 2009 Short-Term Incentive Plan §-K 001-04721
106 Summary of First Quarter 2008 Short-Term Incentive Plan 8-K 001-04721
10.7 Summary of Second, Third and Fourth Quarters 2008 Short-Term Incentive 8-K 001-04721
Plan
10.8 Sprint Nextel Short-Term Incentive Plan 10-K 001-04721
10.9 Sprint Nextel 2006-2007 Integration Overachievement Plan 8-K 001-04721
13.10 Sprint Nextel 1997 Long-Term Stock Incentive Program, as amended 10-K 001-04721
10.11 Form of 2004 Award Agreement (awarding stock options and restricted 10-Q 001-04721
stock units) with Executive Officers
10.12 Form of 2004 Award Agreement (awarding restricted stock units } with 10-Q 001-04721
Ditectors
10.13 Form of 2005 Award Agreement (awarding restricted stock units) with 8-K 001-04721
Directors
10,14 Form of 2005 Award Agreement (awarding stock options and restricted 10-K 001-04721
stock units) with Executive Officers
10.15 Form of Award Agreement for Restricted Stock Unit Awards under the 1997 8-K 001-04721
Long-Term Stock Incentive Program for 2006 for non-employee directors of
Sprint Nextel
10.16 Form of Award Agreement for Restricted Stock Unit Awards under the 1997 8-k 001-04721
Long-Term Stock Incentive Program for 2006 for the executive officers with
Nextel employment agreements
10.17 Form of Award Agreement for Restricted Stock Unit Awards under the 1997 8-K 001-04721
Long-Term Stock Incentive Program for 2006 for executive officers
10.18 Form of Award Agreement for Restricted Stock Unit Awards under the 1997 8-K 001-04721
Long-Term Stock Incentive Program for retention awards made to certain
executive officers
H9 Summary of 2009 Long-Term Incentive Plan 8-K 001-04721
10.20 Summary of 2008 Long-Term Incentive Plan 8-K 001-04721

59

Exhibit

10.4
10.1
109
10(b)

10(¢)
10.2
16(ff)

10.1

10.4

10.5

10.2

Filing Date

01/26/2009
08/05/2009
02/15/2008
02/15/2008

03/07/2006
02/22/2006
02/27/2009
11/09/2004

11/09/2004

02/14/2005

03/11/2005

06/16/2006

06/16/2006

06/16/2006

07/27/2006

01/26/2009
03/25/2008

Filed
Herewith



Table of Contents

Incorporated by Reference

SEC Filed

Exhibit No. Exhibit Description Form File No, Exhibit Filing Date Herewith

10.21 Form of Award Agreement (awarding stock options and restricted stock units) under 10-K  001-04721 10.25  03/01/2007
the 1997 Long-Term Incentive Program for 2007 for executive officers with Nextel
employment agreements

10.22 Form of Award Agreement (awarding stock options and restricted stock units) under 10-K  001-04721 10.26  03/01/2007
the 1997 Long-Term Stock Incentive Program for 2007 for other executive officers

10,23 Management Incentive Stock Option Plan, as amended 10-K  001-04721 10.22  02/27/2009

10.24 Amended and Restated Employment Agreement, effective December 31, 2008, 8-K  001-04721 10,1 12/19/2008
between Daniel R. Hesse and Sprint Nextel Corporation

10.25 First Amendment to Amended and Restated Employment Agresment, effective 8-K  001-04721 10,1 12/23/2009
December 22, 2009, between Robert H. Brust and Sprint Nextel Corporation

10.26.1 Amended and Restated Employment Agreement, effective December 31, 2008, 10-K  001-04721 10251 02/27/2009
between Keith O. Cowan and Sprint Nextel Corporation

10.26.2 Compensatory Agreement, dated June 11, 2008, between Keith O. Cowan and Sprint 10-Q  001-04721 162 08/06/2008
Nextel Corporation

10.27.1 Amended and Restated Employment Agreement, effective December 31, 2008, 10-K  001-04721 10261  02/27/2009
between Robert L. Johnson and Sprint Nextel Corporation

10.27.2 Compensatory Agreement, dated June 11, 2008, between Robert L. Johnson and 100 001-04721 103 08/06/2008
Sprint Nextel Corporation

10.28.1 Amended and Restated Employment Agreement, effective December 31, 2008, 10-K  001-04721 1027.1  02/27/2009
between Steven L. Elfinan and Sprint Nextel Corporation

10.28.2 Litigation Release Arrangement with Steven L. Elfiman 10-Q  001-04721 10.1  11/072008

13.29 Amended and Restated Employment Agreement, effective December 31, 2008, 10-K  001-04721 10.28 027272009
between Paget L. Alves and Sprint Nextel Corporation

10.30 Amended and Restated Employment Agreement, effective December 31, 2008, 10-K 00104721 1029 02/27/2009
between Charles R. Wunsch and Sprint Nextel Corporation

10.31 Employment Agreement, effective as of May 20, 2609, between Robert H. Johnson 10-Q  001-04721 10.1  08/04/2009

and Sprint Nextel Corporation
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10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39
10.40
10.41

10421
10.42.2

10.43
10.44

10.45
10.46

10.47

10.48

Exhibit Description Form
Amended and Restated Employment Agreement, effective as of May 31, 10-Q
2008, between Danny L. Bowman and Sprint Nextel Corporation
Employment Agreement, dated April 29, 2009, between Matthew Carter and
Sprint Nextel Corporation
Employment Agreement, dated July 27, 2009, between Daniel H. Schulman
and Sprint Nextel Corporation
Form of Award Agreement (awarding stock options) under the 2009 Long- 10-Q
Term Incentive Plan for executive officers with Nextel employment
agreements
Form of Award Agreement (awarding stock options) under the 2009 Long- 10-Q
Term Incentive Plan for all other executive officers
Sprint Nextel Deferred Compensation Plan, as amended and restated effective 10-Q
May 17, 2006
Executive Deferred Compensation Plan, as amended and restated effective 10-K
January 1, 2008
Amended and Restated Centel Directors Deferred Compensation Plan 10-Q
Director’s Deferred Fee Plan, as amended 10-K
Amended and Restated Sprint Nextel Corporation Change in Control 8-K
Severance Plan effective as of January 1, 2008
Sprint Supplemental Executive retirement Plan, as amended 10-K/A
Summary of Amendments to the Sprint Supplemental Executive Retirement 10-Q
Plan
Retirement Plan for Directors, as amended 10-K
Form of indemnification Agreement between Sprint Nextel and its Directors 10-K
and Officers
2007 Omnibus Incentive Plan Amended and Restated on November 3, 2008 10-K
Form of Award Agreement (awarding restricted stock units) under the 2007 10-Q
Omnibus Incentive Plan for Non-Emplovee Directors
Form of Evidence of Restricted Stock Unit Award under the 2007 Omnibus 10-Q
Incentive Plan for Non-Employee Directors
Summary of Benefits and Fees for Non-Employee Directors 10-K
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001-04721

001-04721

001-04721

101-04721

001-04721
001-04721
001-04721

001-04721
001-04721

001-04721
001-04721

001-04721
001-04721

001-04721

001-04721

Exhibit
10.4

10.2

103
10.7
10.35

10{c)
10.37
10.1

10()
10(e€)

10(u)
10.55

13.42
10.10

10.1

10.46

Filing Date
05/08/200%

05/08/2009

05/08/2009

08/09/2006

02/27/200%9

05/07/2004
02/27/2009
12/29/2008

03/05/2002
1140572005

03/11/1997
03/01/2007

0272772009
05/09/2007

11/09/2007

0212772009

Filed
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12 Computation of Ratio of Earnings to Combined Fixed Charges and Preferred *
Stock Dividends

21 Subsidiaries of the Registrant *

23.1 Consent of KPMG LLP, Independent Registered Public Accounting Firm *

232 Consent of KPMG LLP, Independent Registered Public Accounting Firm *

233 Consent of Deloitte & Touche LLP, Independent Registered Public *
Accounting Firm

3L1 Certification of Chief Executive Officer Pursuant to Securities Exchange Act &
of 1934 Rule 13a-14(a)

112 Certification of Chief Financial Qfficer Pursuant to Securities Exchange Act *
of 1934 Rule 13a-14(a)

32.1 Centification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, =
As Adopied Pursuant to Section 906 of the Sarbanes Oxley Act 0f 2002

322 Certification of Chief Financial Officer Pursuant to 18 U.5.C. Section 13350, As i
Adopted Pursuant to Section 906 of the Sarbanes Oxley Act of 2002

S Filed herewith

e Schedules and/or exhibits not filed will be furnished to the SEC upon request.

***  Portions of this exhibit have been omitted and filed separately with the SEC pursuani to a request for confidential treatment.

Sprint will furmish to the SEC, upon request, copies of instruments defining the rights of holders of long-term debt not exceeding 10% of the total
assets of Sprint.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
ils behalf by the undersigned, thereunto duly authorized.

SPRINT NEXTEL CORPORATION
(Registrant)

By /s/ _DANIEL R. HESSE

Daniel R. Hesse
Chiel Executive Officer and President

Date: February 26, 2010

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities indicated on the 26" day of February, 2010

/s/ DANIEL R. HESSE

Daniel R. Hesse
Chief Executive Officer and President

/s/ ROBERT H. BRUST

Robert H. Brust
Chief Financial Officer

/s/  Ryan H. Siurek

Ryan H. Siurek
Vice President and Principal Accounting Officer
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SIGNATURES
SPRINT NEXTEL CORPORATION
(Registrant)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities indicated on the 26 day of February, 2010.

s/ _JamES H. HANCE, JR. /s/ V. JANET HILL
James H. Hance, Jr., Chairman V. Janet Hill, Director
/s/ _ROBERT R. BENNETT /s/ _FRANK [ANNA
Robert R. Bennett, Hrector Frank Ianna, Director
/8! GORDON M. BETHUNE /s/  SVEN-CHRISTER NILSSON
Gordon M. Bethune, Director Sven-Christer Nilsson, Director
/s LARRY C. GLASSCOCK fs/ William R. Nuti
Larry C. Glasscock, Direcior William R, Nuti, Director
/s/ DaNIEL R. HESSE /s/ RODNEY O'NEAL
Daniel R. Hesse, Director Rodaey ("Nesl, Director
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Sharcholders
Sprint Nextel Corporation:

We have audited the accompanying consolidated balance sheets of Sprint Nextel Corporation and subsidiaries as of December 31, 2009 and 2008, and
the related consolidated statements of operations, cash flows and shareholders’ equity for each of the years in the three-year period ended December 31, 2009.
We also have audited Sprint Nextel Corporation’s internal control over financial reporting as of December 3 1, 2009, based on criteria established in /nternal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission {(COS0). Sprint Nextel Corporation’s
management is responsible for these consolidated financial statements, for maintaining efiective internal control over financial reporting, and for its assessment
of the eftectiveness of internal control over financial reporting, included in Management’s Report on Intermal Control over Financial Reporting. Our responsibility
is to express an opinion on these consolidated financial statements and an opinion on the Company’s internal control over financial reporting based on our
audits.

We conducted cur audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement and whether
effective internal control over financial reporting was maintained in all material respects. Our audits of the consolidated financial statements included examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the
circumstances. We believe that our audits provide a reasonable basis for our opinions.

A company’s intemnal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles, A company’s internal
control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the fransactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary 10
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Sprint Nextel
Corporation and subsidiaries as of December 31, 2009 and 2008, and the results of their operations and their cash flows for each of the years in the three-year
period ended December 31, 2009, in conformity with U.S. generally accepted accounting principles. Also in our opinion, Sprint Nextel Corporation maintained, in
all material respects, effective internal control over financial reporting as of December 31, 2009, based on criteria established in /nternal Control—{ntegrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

As discussed in note 2 to the consolidated financial statements, the Company adopted recently issued accounting guidance regarding accounting for
business combinations and equity method investments in 2009,

/s/ KPMG LLP

Kansas City, Missouri
February 26, 2010
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SPRINT NEXTEL CORPORATION
CONSOLIDATED BALANCE SHEETS

Current assets
* Cash’and cash equivalents
Short-term investments
L -Accounts and notes receivable net

Deferred tax assets .
Prepaid expenses and other current assets
. - 7. Total current assets - ’

lnvcstments i i
Property, plant and equipment, net - . B 2% "o g e Be e S
Intanglb]e assets

-Goodwill g

FCC licenses and other o
_______ Otherintangible assets, net & . " eRdapapita”
Other assets

Current lizbilities
Accounts payable L . .
- Accrued expenses and other current liabilities 25 Y ey Ew
Currem portion oflong -term debt financing and caplta] lease obllgatlons
sl -l Total current liabilities ~ >
Long-term debt, financing and cnpltal lense obllgatlons y
Deferred tax labilities .8 : Wy R ko o Wk, LEY - FE
Other liabilities

< Total liabilities - -~ .- " - RPELC

Commltments and contingencies L L

shareholders cqulty . : o S .. . : H . .
Common shares, voting, par va]uc $2 00 per share, 6 5 bll]lun shares authonzed 3 007 and 2 951 bnlllon shares 1ssued

2.973 and 2,857 billion shares outstandmg - -

Paid-in ¢apital g T ELolad af % o ap” JEL
Treasury shares, at cost

i 5 Accumulated deficit :

Accumulated other comprehensive loss

U Toral shareholders” equity

See Notes to the Consolidated Financial Statemenis
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SPRINT NEXTEL CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31,
2009 2008 2007

o . . (in milti
Net operating revenues -~ . = Fea I ot S AL P 2000
Operatmg expenses o o o -

.- Gost of sérvices and products {exclusive of depreciation and.amortization included below) .. 5.7 s 16435 U6 746
___Sellmg general and admlnlslratwc 9453 o !] 355

excepl per share amaunt:)

8. 40,146

~“Dépreciation
Amortization o ) .
. -Other, net - LR o o o B

68,886

Operating loss . LT L : AN ooggn g | eolRiRRC GR%. s, o L {1,398y

Other (expense) income L

. Interest expense : i R ) g AP LN g% DR I £:11) SR U -7 IR S,
Equity in losses nfunconsohdated mvestments net - S o ~ (803) (145) (3)_

Other income, net =~ .~ .- S g o EFen w ., . oEeflE, TS Y 57 T

(2.096) (1,418) (1,035
Loss before income taxes oY e L e S CEmc T T T Eaa08) T T 060) A 09778y
Income tax benefit 1,058 1,264 331
Netloss . o LI P LR Cranll UL e EE gl (2.436)5 08 (2,796). 5 1 8 (29 444)
Basic and diluted loss per common share § (0.84) $ (09%) 3 (]0 24}
Basic and diluted welghted average common shares outstatidiog =~ 0 . 00T TTan e ni Tiagge g '

See Notes to the Consolidated Financial Statements
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SPRINT NEXTEL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Goodwill and asset impairments
Depreciation and amortization
Provision for losses on accounts recervable
Share-based compensation expense
Deferred and other income taxes
Egquity in losses of unconsclidated investments, bet
Gains from agset dispositions and exchanges L
Contribution to pension plan o Bo
Gain on non-controlling interest in VMU
Other changes in assets and ligbilities, net of effects of acquisitions:
Accounts and notes receivable
Tnventories and other current assety
Accounts payable and other current liabilities
(tber, niet

Net cash provided by operating activities
Cash flows from investing activities =
Capital expenditures
Expenditures relating 1o FCC licenses
Acquisitions, net of cash acquired
Proceeds from equity method investments
Investment in Clearwire
Proceeds from sales and maturities of short-term investments
Purchases of short-term investments
Cash coliateral for securities loan agrecments Tt Soferaryh, o B
Other, net

Net cash used in investing activities -

Cash flows from financing activities

Proceeds from debt and financings

Repayments of debt and capital lease obligations

Payments of securities loan agreements

Proceeds from issuance of commen shares, net

Purchase of common shares

Dividends paid

Net cash used in financing activities . P
Net increase in cash and cash equivalents
Cask and cash equivaleats, beginning of year
Cash and cash equivalents, end of year

See Notes to the Consclidated Financial Statements
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Year Ended December 31,

2009

a7

7416

198

1008

1,443
8,407
652

207

G882

(1,603) (6,322)
FCOT SRCERN ) PR 21
(560) = (287)
= 213 200

(1,118) - . .
573 .0 204 e
(650) (51 (194)
R 0 S af et pam

105 67 180
- (3,844) - U _(4250) L (637
S1303. - 3,828
©(2,226) (4,367
. 2
BRI 1L R LT
128 1,445
C3E9L 2248
$3819  §3.691
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SPRINT NEXTEL CORPORATION

CONSOLIDATED STATEMENTS OF SHAREHOLDERS® EQUITY

{in miliions)

Treasury

Common Shares

Shares
(U]

Balance, December 31, 2006
Comprehensive loss
Net: loss:
Onher comprehensive income {loss), net of tax
~.o - Unrecognized net penadlc pens:an md oﬂwl postzeurement .
:benefits .- .
Foreign currency translation ad}ustmem
" Unirealized holding.gains on securities -
Reclassificarion adjustment for realized gains on secunt:es
. Other comprehensive income :
Comprehcnswe loss

Adoption of FIN 48

Issuance of common shares, nat

Purchase of commion shares

Commeon shares dividends

Share-based compensation expense

Investment dilution due to affiliate equity lssuances. nel
Other; net -

2,951

Amount

¥ 5902

Shares

Paid-in
Capital® Shares
B 46,682 4

Amount
s (925)

(36) (35) 597
7 (1,833)

263
an)
i1 ST

Balance, December 31, 2007
Comprehensive loss
Net loss
Other gomprehiensive incore (loss). neét of tax -
Unrecognized net periodic pension and other postreurernenl
benefit costs
Foreign corrency wranshation adjustment
Unrealized holding losses on securitics
Reclassification adjustment for realized losses on securities
Other comprehensive loss
Comprehensive loss

Issuance of common shares, net
Cain on deconsolidation of net assets contributed ta Clearwire(?)

Oﬂler,aﬂ

5,902

46,711 106

5 {12y 218
424
257

B ()

Balance, December 31, 2008

2,951

§ 5502

§ 47332 94

F-6

g
$ (1,939)

3 {29.407)

s (2,296]. '

(379
an
(3}

14

{413)
5 53 209)

3 (30,856) §

{Ac lated Ace lated
Deficit)/ Other
Comprek Retained Comprehensive
Income {Laoss) Earnings(” Losa Total
s 1,930 5 (148) . $.53,441
$ (3,844) {28,444).
- B

a7 37
4 4
(102) 459
. (1,833)
(286) (286)

&= o 8o LRI

(27,896) {111

(413) (413}

(l64)

(524y 519,918
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SPRINT NEXTEL CORPORATION
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY—(Continued)

(in millions)
Treasury (A lated Acc lated
Common Shares Shares Deficit)/ Other
Shares Paid-in Comprehensive Retained Comprehensive
w Amgunt Capital®) Shares Amount Income (L.osy) Earnings® Loss Total

Balance, December 31, 2008 2,951 $ 5902 $ 47,332 94 3 (1,93%9) ¥ (30,856)  °$ (524) 319,915
Comprehensive loss

Netloss oo o 0 o e e T £ 2,436) Lo {2,436) {2.430)

- _Other ¢omprehensive income, net of tax ) . .

71+ -, Unrecognized net periodic pension and othér pestretiremeit. . . o

. .Foreign currency translation adjustment
TN Uniealized holding gaing on securities - 0 T T enoma to TRl T e T g T e

Other comprehensive income
Comprehensive foss .. U TR o o :
Issuance of common shares, net (20) 49] {487) 4
Share-based compensation expense 78 78
Convefsmn_ of series 2 to series | common shares (40} (80) (785} (40) 865
Equity consideration related to Virgin Mobile acquisition 96 153 186 : 379
Other, net (18) 1 [{I)]
Balance, December 31, 2009 3,007 $ 6015 5 46!793 34 $ (582 3 (33i779l 3 (352) " $18,095

(1) See note 14 for information regarding common shares.

{2) On November 28, 2008, we recorded a 8424 million gain on the deconsolidation of net assets contributed to Clearwire, net of $260 million inrelated

taxes. See note 4 for details of this transaction.

(3} We made an immaterial correction to previously reported shareholders’ equity. Paid-in Capital and (Accumulated Deficit)/Retained Earnings as of
December 31, 2006 has been adjusted by 818 million and $292 million, respectively, related to a reduction in deferred tax liabilities. in completing a
detailed reconciliation of the net deferred tax liabilities in 2009, it was determined the net deferred tax liabilities were overstated by 3310 million.

See Notes to the Consolidated Financial Statements
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SPRINT NEXTEL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
INDEX

Description of Operations
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Note 1. Description of Operations

o

Sprint Nextel Corporation and its subsidiaries (“Sprint,” “we,” “us,” “our” or the “Company ) is a communications company offering a comprehensive
range of wireless and wireline communications products and services that are designed to meet the needs of individual consumers, businesses, government
subscribers and resellers. We have organized our operations to meet the needs of our targeted subscriber groups through focused communications solutions
that incorporate the capabilities of our wireless and wireline services. As a result of the acquisition of Virgin Mobile USA, Inc. (VMU) on November 24, 2009 and
iPCS, Inc. (iPCS) on December 4, 2009 (See Note 3), the operations of VMU and iPCS are consolidated prospectively from their respective acquisition dates.

The Wireless segment includes retail and wholesale revenue from a wide array of wireless mobile telephone and wireless data transmission services
and the sale of wireless devices and accessories in the U.S., Puerte Rico and the U.S. Virgin Islands.

The wireline segment includes revenue from domestic and international wireline voice and data communication services, including services to the
cable multiple systems operators that resell our local and long distance service and use our back office systems and network assets in support of their telephone
services provided over cable facilities.

Sprint’s fourth generation (4G) technology capabilities exist through our mobile virtual network operator (MVNQ) relationship with and 56%
ownership interests in Clearwire Corporation and its consolidated subsidiary, Clearwire Communications LLC (together, Clearwire). Clearwire is deploying
Worldwide Interoperability for Microwave Access (WiMAX) technology as a new network in markets that we serve. The services supported by this technology
gives subscribers with compatible devices high-speed access to the Internet and 2 variety of increasingly sophisticated data services (See Note 4).

Note 2. Summary of Significant Accounting Policies and Other lnformation

Consolidation Policies and Estimates

The consolidated financial statements include our accounts, those of our wholly owned subsidiaries, and subsidiaries we control or in which we have
a controlling financial interest. All significant intercompany transactions and balances have been eliminated in consolidation. Investments where Sprint maintains
majority ownership, but lacks full decision making ability over all major issues, are accounted for using the equity method. Govemnance for Sprint’s major
unconsolidated investment in Clearwire is based on our Board representation for which Sprint does not maintain majority vote or the ability to control operating
ang financial policies.

The consolidated financial statements are prepared in conformity with accounting principles generally accepted in the United States (GAAP). This
requires management of the Company to make estimates and assumptions that affect the reported amounts of assets and liabilities, revenues and expenses and
the disclosure of contingent asscts and liabilities as of the date of the consolidated financial statements. These estimates are inherently subject to judgment and
actual results could differ,

Certain prior period amounts have been reclassified to conform to the current period presentation. Subsequent events were evaluated for disclosure
through the date on which the financial statements were filed with the Securities and Exchange Commission.

Summary of Significant Accounting Policies
Cash and Cash Equivalents

Cash equivalents generally include highly liquid investments with maturities at the time of purchase of three months or less. These investments
include money market funds, certificates of deposit, U.S. government and government-sponsored debt securities, corporate debt securities, municipal securities,
bank-related securities, and credit and debit card transactions in process.
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Allowance for Doubiful Accounts

An allowance for doubtful accounts is established sufficient to cover probable and reasonably estimable losses. Because of the number of subscriber
accounts, it i$ not practical to review the collectibility of each of those accounts individually to determine the amount of allowance for doubtful accounts each
period, although some account level analysis is performed with respect to large wireless and wireline subscribers. The estimate of allowance for doubtful
accounts considers a number of factors, including collection experience, aging of the accounts receivable portfolios, credit quality of the subscriber base,
estimated proceeds from future bad debt sales and other qualitative considerations, including macro-economic factors. Amounts written off against the allowance
for doubtful accounts, net of recoveries, were $487 million, $826 million, and $952 million in 2009, 2008 and 2007, respectively.

Device and Accessory Inventory

Inventories are stated at the lower of cost or market. Cost is determined by the first-in, first-out (FIFO) method. Costs of devices and related revenues
generated from device sales (equipment net subsidy) are recognized at the time of sale. Expected equipment net subsidy is not recognized prier to the time of sate
because the promotional discount decision is generally made at the point of sale and because the equipment net subsidies are expected to be recovered through
SEIVICe revenues.

The net realizable value of devices and other inventory is analyzed on a regular basis. This analysis includes assessing obsolescence, sales forecasts,
product life cycle, marketplace and other considerations. 1f assessments regarding the above factors adversely change, we may be required to sell devices ata
higher subsidy or polentially record expense in future periods prior to the point of sale.

Property, Plant and Equipment

Property, plant and equipment (PP&E), including improvements that extend useful lives, ar¢ recognized at cost. Depreciation on property, plant and
equipment is generally calculated using the straight-line method based on estimated economic useful lives of 3 to 30 years for buildings and improvements and
network equipment, site costs and related software and 3 to 12 years for non-network internal use software, office equipment and other. Leasehold improvements
are depreciated over the shorter of the lease term or the estimated useful life of the respective assets. We calculate depreciation on certain network assets using
the group life method. Accordingly, ordinary asset retirements and disposals on those assets are charged against accumulated depreciation with no gain or loss
recognized. Gains or losses associated with all other asset retirements or disposals are recognized in the consolidated statements of operations. Depreciation
rates for assets using the group life method are revised periodically as required under this depreciation method. Repair and maintenance costs and research and
development costs are expensed as incurred.

We capitalize costs for network and non-network software developed or obtained for internal use during the application development stage. These
costs are included in PP&E and, when the software is placed in service, are depreciated over estimated useful lives of 3 to 5 years. Costs incurred during the
preliminary project and post-implementation stage, as well as maintenance and training costs, are expensed as incurred.

Investments

Short-term investments are recognized at amortized cost and ¢lassified as current assets on the consolidated balance sheets when the original
maturities at purchase are greater than three months but less than one year. Certain investments are accounted for using the equity method based on the
Company’s ownership interest and ability to exercise significant influence, Accordingly, the initial investment is recognized at cost and subsequently adjusted to
recognize the Company’s share of earnings or losses of the investee in each reporting period subsequent to the investment date.
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Investraents are evaluated for other-than-temporary impairment on a regular basis. Other-than-temporary impairment occurs when the estimated fair
value of an investment is below the carrying value, and the difference is determined to not be recoverable, This evaluation requires significant judgment
regarding, but not limited to, the severity and duration of the impairment; the ability and intent to hold the securities until recovery; financial conditien, liguidity,
and near-term prospects of the issuer, specific events, and other factors.

Long-Lived Asset Impairment

Sprint evalvates long-lived assets, including intangible assets subject to amortization, for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset group may not be recoverable. When it is probable that undiscounted future cash flows will not be sufficient to
recover an asset group’s carrying amount, an impairment is determined by the excess of the asset group’s net carrying value over the estimated fair value. Refer
to note 9 for additional information on asset impairments.

Certain assets that have not yet been deployed in the business, including network equipment, cell site development costs and software in
development, are periodically assessed to determine recoverability. Network equipment and cell site development costs are expensed whenever events or
changes in circumstances cause the Company to conclude the assets are no [onger needed to meet management’s strategic network plans and will not be
deployed. Software development costs are expensed when it is no longer probable that the software project will be deployed. Network equipment that has been
removed from the network is also periodically assessed to determine recoverability. [f we continue to have operational challenges, including obtaining and
retaining subscribers, future cash flows of the Company may not be sufficient to recover the carrying value of our wireless asset group, and we could record
asset impairments that are material to Sprint’s consolidated results of operations and financial condition.

Indefinite-Lived Infangible Assets

Goodwill represents the excess of consideration paid over the estimated fair value of the net tangible and identifiable intangible assets acquired in
business combinations. During the fourth quarter 2009, in connection with our acquisitions of VMU and iPCS, we recognized goodwill of $373 millicn,
representing the entire balance of our goodwill as of December 31, 2009, Our indefinite-lived intangible assets include Federal Communications Commission (FCC)
licenses, acquired primarily through FCC auctions and business combinations, to deploy our wireless services, and certain of our trademarks. 1n determining
whether an intangible asset, other than goodwill, is indefinite-lived, we consider the expected use of the assets, the regulatory and economic environment within
which they are being used, and the effects of obsolescence on their use. We assess our indefinite-lived intangible assets for impairment at least annually or, if
necessary, more frequently, whenever events or changes in circumstances indicate the asset may be impaired. Such indicators may include a sustained,
significant decline in our market capitalizalion since our previous impairment assessment, a significant decline in our expected future cash flows, a significant
adverse change in legal factors or in the business climate, unanticipated competition, and/or slower growth rates, among others.

Benefit Plans

We provide a defined benefit pension plan and certain other postretirement benefits to certain employees, and we sponsor a defined contribution plan
for all employees. The objective for the investment portfolio of the pension plan is to achieve a long-term nominal rate of return, net of fees, which exceeds the
plans long-term expected rate of return on investments for funding purposes. To meet this objective, our investment strategy is governed by an asset allocation
policy, whereby a targeted allocation percentage is assigned to each asset class as foilows: 50% to U.S. equities; 15% to international equities; 15% to fixed
income investments; 10% to real estale investments; and 10% to other investments including hedge funds. Actual allocations are allowed to deviate from target
allocation percentages by plus or minus 5%.

Investments of the pension plan are measured at fair value on a recurring basis which is determined using quoted market prices or estimated fair
values. As of December 31, 2009, 59% of the investment portfolio was valued at quoted prices in active markets for identical assets; 26% was valued using
quoted prices for similar
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assels in active or inactive markets, or other observable inputs; and 15% was valued using unobservable inputs that are supported by little or no market activity.
As of December 31, 2009 and 2008, the fair value of our plan assets in aggregate was $1.2 billion and $896 million, respectively, and the fair value of our projected
benefit cbligations in aggregate was $1.6 billion and $1.7 billion, respectively. As a result, the plans are underfunded by $403 million at December 31, 2009 and
$805 million at December 31, 2008, and are recorded as a net liability in our conselidated balance sheets. The offset to the liability is recorded in equity as a
component of accumulated other comprehensive loss, net of tax, including the 2009 and 2008 adjustments of $140 million and $379 million, respectively. The
funded status of the plan was affected primarily by the improvement in the fair value of the pian assets resulting in recovery of some of the losses caused by the
poor performance in the financial markets during 2008. This improvement was combined with an increase in the discount rate, from 6.20% to 6,75%, used to
estimate the projected benefit obligation and by the cash contribution of $200 million in 2009. We intend to make future cash contributions to the pension plan in
an amount necessary to meet minimum funding requirements according to applicable benefit plan regulations. As of December 31, 20085, the pension plan was
amended to freeze benefit plan accruals for participants.

Under our defined contribution plan, participants may contribute a portion of their eligible pay to the plan through payroll withholdings. Effective for
compensation paid after March 6, 2009, the amount of matching contribution is discretionary as determined by the Board of Directors of the Company, based
upon a formula related to the profitability of the Company. 1f such profitability level is attained, the Company could match 100% of the participant’s contributions
up to a maximum of 4% of their eligible compensation, From January 1, 2009 to March 6, 2009, we matched in cash 100% of participants’ contributions up to 4% of
their eligible compensation. In 2008 and 2007, we matched 100% of participants” contributions up to 5% of their eligible compensation in cash. Fixed matching
contributions totaled $32 million, $119 million and $128 million in 2009, 2008 and 2007, respectively.

Revenue Recognition

Operating revenues primarily consist of wireless service revenues, revenues generated from device and accessory sales, revenues from wholesale
operators and third party affiliates (PCS Affiliates), as well as long distance voice, data and [nternet revenues. Service revenues consist of fixed monthly recurring
charges, variable usage charges such as roaming, directory assistance, and operator-assisted calling and miscellaneous fees, such as activation, upgrade, late
payment, reconnection and early termination fees and certain regulatory related fees. We recognize service revenues as services are rendered and equipment
revenue when title passes to the dealer or end-user subscriber. We recognize revenue for access charges and other services charged at fixed amounts ratably
over the service period, net of credits and adjustments for service discounts, billing disputes and fraud or unauthorized usage. We recognize excess wireless
usage and [ong distance revenue at contractual rates per minute as minutes are used. Additionally, we recognize excess wireless data usage based on kilobytes
and one-time use charges, such as for the use of premium services, when rendered. As a result of the cutoff times of our multiple billing cycles each month, we are
required to estimate the amount of subscriber revenues eamed but not billed from the end of each billing cycle to the end of each reporting period. These
estimates are based primarily on rate plans in effect and our historical usage and billing paiterns. Regulatory fees and costs are recorded gross. The largest
component of the regulatory fees is universal service fund, which represented about 2% of net operating revenues in 2009, 2008 and 2007.

The accounting estimates related to the recognition of revenue in the results of operations require us to make assumptions about future billing
adjustments for disputes with subscribers, unauthorized usage, future returns and mail-in rebates on device sales.
Dealer Commissions

Cash consideration given by us to a dealer or end-user subscriber is presumed to be a reduction of revenue unless we receive, or will receive, an
identifiable benefit in exchange for the consideration, and the fair value of such benefit can be reasonably estimated, in which case the consideration will be
recorded as a seiling
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expense. We compensate our dealers using specific compensation programs related to the sale of our devices and our subscriber service contracts, or both.
When a commission is earned by a dealer solely due to a selling activity relating to wireless service, the cost is recorded as a selling expense, When a commission
is earned by a dealer due to the dealer selling one of our devices, the cost is recorded as a reduction to equipment revenue,

Advertising Costs

We recognize advertising expense when incurred as selling, general and administrative expense. Advertising expenses totaled $1.5 billion, $1.5 billion
and $1.8 billion for the years ended December 31, 2009, 2008 and 2007, respectively.

New Accounting Pronouncements

In June 2009, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (SFAS) No. 168, The FASB
Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles, which establishes the FASB Accounting Standards
Codification (Codification) as the only source of authoritative GAAP in the United States, except that rules and interpretive releases issued by the Securities and
Exchange Commission (SEC) also are sources of authoritative GAAP for SEC registrants. Subsequent to the issuance of SFAS No. 168, the FASB will no longer
issue Statements, Staff Positions, or Emerging Issues Task Force Abstracts, but will issue Accounting Standards Updates (ASU) which will amend the
Codification. As a result, the Codification supersedes authoritative literature effective prior to June 2009.

The FASB issued authoritative literature regarding accounting for Business Combinations, Non-controlling Interests in Consolidated Financial
Statements and Disclosures about Derivative Instruments and Hedging Activities which were effective for the quarter ended March 31, 2009, The Business
Combinations guidance was adopted on Jannary 1, 2009. As a result of adoption, for our fourth quarter acquisitions (see Note 3), we recognized a gain of $151
million ($92 million afier tax) related to the increase to estimated fair value of our non-controlling interest in VMU. In addition, under the new guidance,
transaction costs and costs associated with exit activities are expensed as incurred. The remaining guidance did not have a material effect on our conselidated
financial statements.

In June 2008, the FASB issued authoritative literatre regarding Determining Whether Instruments Granted in Share-Based Payment Transactions
are Participating Securities, which was effective beginning January 1, 2009. Based on this pronouncement, our outstanding non-vested restricted stock units
that contain a non-forfeitable right to receive dividends, whether paid or unpaid, are participating securitics and therefore, should be included in the computation
of basic and diluted earnings pet share. As required by this pronouncement, prior period basic and diluted earnings per share and weighted average common
shares outstanding were adjusted. The impact to basic and diluted eamnings per share and weighted average common shares outstanding did not have a matetial
effect on our consolidated financial statements,

In November 2008, the FASB issued authoritative literature regarding Equity Method Investment Accounting Considerations, to clarify the
application of equity method accounting. Among other things, this literature requires equity method investors to account for equity investee share issuances as
if the investor had sold a proportionate share of its investment, with the recognition of any resulting gain or loss in earnings. The Company adopted these
requirements effective January 1, 2009, As a result, we recognized a pre-tax loss of $154 million ($96 million afier tax) related to the dilution of our investment in
Clearwire resulting from their first quarter 2009 share issuance.

In April 2009, the FASB issued authoritative literature regarding (i) Inferim Disclosures about Fair Value of Financial Instruments, to require
disclosures about fair value of financial instruments for interim reporting periods of publicly traded companies (ii) Recognition and Presentation of Other-Than-
Temporary Impairments, which amends the other-than-temporary impairment guidance for debt securities to make the guidance more operational and to improve
the presentation and disclosure of other-than-temporary impairments
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on debt and equity securities in the financial statements and (iii) Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have
Significantly Decreased and Identifying Transactions That Are Not Orderly which provides additional guidance on determining fair value when the volume and
level of trading activity for an asset or liability have significantly decreased when compared with normal market activity. These pronouncements were effective
beginning in the second quarter 2009 and did not have & material effect on our consolidated financial statements, In addition, the FASB issued further guidance
related to Accounting for Assets Acquired and Liabilities Assumed in a Business Combination That Arise from Contingencies, to address application issues
relevant to initial recognition and measurement, subsequent measurement and accounting, and disclosure of assets and liabilities arising from contingencies in a
business combination. This guidance, which did not have a material effect on our consolidated financial statements, is effective for business combinations on or
after January 1, 2009 and was utilized in the accounting for the acquisitions disclosed in Note 3.

In June 2009, the FASB issued authoritative literature regarding Amendments to FASE Interpretation No. 46¢(R), which changes various aspects of
accounting for and disclosures of interests in variable interest entities, and the Accounting for Transfers of Financial Assets, which was issued in order to
improve the relevance, representational faithfulness, and comparability of the information that a reporting entity provides in its financial statements about a
transfer of financial assets; the effects of a transfer on its financial position, financial performance, and cash flows; and a transferor’s continuing involvement, if
any, in transferred financial assets. This guidance will be effective beginning in January 2010 and is not expected to have a material effect on our consolidated
financial statements.

In September 2009, the FASB modified the accounting for Multiple-Deliverable Revenue Arrangements and Certain Revenue Arrangements that
Include Software Elements. These modifications alter the methods previously required for allocating consideration received in multiple-element arrangements to
require revenue allocation to elements containing software components and non-software components that function together to deliver the product’s essential
functionality. These modifications will be effective prospectively for the fiscal year ended December 31, 2011 and are currently being evaluated to determine the
effect, if any, on our consolidated financial statements.

In January 2010, the FASB issued authoritative guidance regarding Improving Disclosures about Fair Value Measurements, which requires new and
amended disclosure requirements for classes of assets and liabilities, inputs and valuation techniques and transfers between levels of fair value measurements
and Accounting for Distributions to Shareholders with Components of Stock and Cash, which clarifies the accounting for distributions to shareholders that
offer them the ability to ¢lect to receive their entire distribution in cash or shares of equivalent value. This guidance will be effective beginning in January 2010,
and is not expected to have a material effect on our consolidated financial statements,

Concentrations of Risk
Our accounts and notes receivable are not subject to any substantial concentration of credit risk.

Motorola, Inc, is our soke source for most of the equipment that supports the iDEN network and for all of the devices we offer under the Nextel brand
except primarily BlackBerry® devices. Although our handset supply agreement with Motarola is structured to provide competitively-priced devices, the cost of
iDEN devices is generally higher than devices that do not incorporate a similar multi-function capability. This difference may make it more difficult or costly for us
to offer devices at prices that are attractive to potential subscribers. In addition, the higher cost of iDEN devices requires us to absorb a larger part of the cost of
offering devices to new and existing subscribers. These increased costs and equipment subsidy expenses may reduce our growth and profitability. Also, we must
rely on Motorola to develop devices and equipment capable of supporting the features and services we offer to subscribers of services on our iDEN network,
including dual-mode devices that operate on both our iDEN and CDMA networks. A decision by Motorola to discontinue, or the inability of Motorola to
continue, manufacturing, supporting or enhancing our iDEN-based infrastructure and devices would

F-14




Table of Conterts

SPRINT NEXTEL CORPORATEION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

have a material adverse effect on us. In addition, IDEN technology is not as widely adopted and has fewer subscribers than other wireless technologies and we
expect that over time it is less likely that manufacturers other than Motorola will be willing to make the significant financial commitment required to license,
develop and manufacture iDEN infrastructure equipment and devices. Further our ability to complete the spectrum reconfiguration plan in connection with the
FCC’s Report and Order, described in note 12, is dependent, in part, on Motorola.

Nate 3. Acquisitions

During the fourth quarter 2009, we completed the acquisitions of Virgin Mobile USA, Inc. and iPCS, Inc. (together, Acquisitions) within our Wireiess
segment. The consideration paid for ¢ach of the acquired entities has been allocated to the assets acquired and liabilities assumed based on their estimated fair
values at the respective acquisition dates. The excess of consideration paid over net tangible and identifiable intangible assets is recognized as goodwill. As a
result of these Acquisitions, Sprint recognized $373 million of goodwill representing our balance as of December 31, 2009. The purchase price allocation used in
the preparation of these financial statements is preliminary due to the continuing analyses relating to the determination of the estimated fair values of the assets
acquired and liabilitics assumed. Any changes to the valuation of net assets acquired, based on information as of the acquisition date, will result in an adjustment
to the estimated fair value of the assets acquired and liabilities assumed and a corresponding adjustment to goodwill. Management does not expect the
finalization of these matters to have a material effect on the allocation. Goodwill recognized in connection with the Acquisitions is not deductible for tax purposes.
The results of operations for each acquired entity are included in Sprint’s consolidated resulis of operations prospectively from the respective date of each
acquisition.

The estimated fair values of the assets acquired and liabilities assumed were preliminarily determined using the income, cost or market approaches.
The fair value measurements were primarily based on significant inputs that are not observable in the market, other than long-term debt assumed in the
acquisition of iPCS. Discounted cash flows, an income approach, were primarily used to value the identifiable intangible assets, consisting primarily of customer
relationships, reacquired rights and the Virgin Mobile trademark, as well as the effective settlement of litigation. Depreciated replacement cost, a cost approach,
was used to estimate the fair value of property, plant and equipment. In accordance with the recently adopted guidance on accounting for business
combinations, Sprint measured 100% of the acquiree’s assets and liabilities at fair value, including the non-controlting interest in VMU held by Sprint prior to the
acquisition. Sprint’s previously held non-controlling interest in VMU was valued based on a market approach considering the amounts paid to acquire the
remaining 85.9% ownership in VMU.

VMU and iPCS Acquisitions

On November 24, 2009 we completed the acquisition of the remaining 85.9% of VMU, a national provider of predominantly prepaid wireless
communications services, in a cash and stock business combination, to, among other things, broaden the Company’s position in the prepaid wireless market. The
aggregate consideration, including the fair value of Sprint’s non-controlling interest in VMU, was $701 million consisting of 96.2 million shares of Sprint common
stock valued at $361 million, share-based consideration of $18 million and $265 million in net cash. The value of the 96.2 million shares of Sprint commeon stock
issued was determined based on Sprint’s common stock share price of $3.75, the closing price on the date of acquisition. As a resuit of the acquisition, we
recognized a gain of $151 million resulting from the excess of the estimated fair value of $57 million for our previously held 14.1% interest over our carrying value,
Sprint’s historical carrying value of its previously held interest in VMU was reflected as a $94 million liability resulting from a return of capital in excess of our
investment in VMU,

On December 4, 2009, we completed the acquisition of 1006% of the common stock of iPCS, a Sprint PCS affiliate, in an all-cash business combination
for aggregate consideration of $295 million to, among other things, expand our direct subscriber base, grow our direct coverage area and simplify our business
operations.
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The acquisition of iPCS resulted in the effective settlement of pre-existing litigation. On September 24, 2008 the 1llinois Supreme Court denied the
Company’s petition for appeal in a contract dispute with iPCS. The decision resulted in a previous ruling being upheld that required Sprint to cease owning,
operating or managing the iDEN network in parts of certain Midwestern states including Ilinois, [owa, Michigan, Missouri, Nebraska, Wisconsin and a small
portion of Indiana. As a result of the acquisition, all disputes have been resolved and the Company recorded a $23 miltion charge as an increase to operating

expenses, representing the estimated fair value of the settled litigation.

The following table summarizes the consideration paid for each of the Acquisitions and the amounts recognized for assets acquired and liabilities

assumed at each acquisition date.

Consideration;
Cash, net of cash acquired
Equity instruments
Settlement of pre-existing litigation
Fair value of consideration transferred
Fair value of Sprint’s equity interest in VMU before the acquisition

Tetal

Acquisition-related costs (included in selling, general and administrative in the results of operations for the
vear ended December 31, 2009)

Recognized amounts of identifiable assets acquired and liabilities assumed;
Assets
Other current assets
Property, plant and equipment
Identifiable intangibles
Other assets
Liabilities
Current liabilities
- Long-term debt
Other long-term liabilities
Deferted tax liabilities
Total identifiable net assets
Goodwitl

Total net assets and liabilities

Identifiable intangible assets acquired in the Acquisitions include the following;

Trademarks

Customer relationships
Reacquired rights
Other intangibles
Total
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The unaudited pro forma combined historical results of VMU and iPCS, giving effect to the Acquisitions, assuming the transactions were
consummated as of the beginning of the years ended December 31, 2009 and 2008 would not have been material to Sprint’s results of operations.

Note 4. [ovestments

December 31,
2009 2008

(im millions)

Marketable equity securities p To o FEE  oea" Bhee @i
Equity method and other investments 4,581

Marketable equity securities

Investments in marketable equity securities are recognized at fair value and are considered available-for-sale securities. Accordingly, unrealized
holding gains and losses on these securities are recegnized in accumulated other comprehensive income (loss), net of related income tax. Realized gains or losses
are measured and reclassified from accumulated other comprehensive income (loss) into earnings based on identifying the specific investments sold or where an
other-than-temporary impairment exists. Gross unrealized holding gains and losses were insignificant for 2009 and 2008.

Equity Method Investment in Clearwire

Clearwire

In November 2008, we closed a transaction with Clearwire to combine our next-generation wireless broadband businesses. At closing, Sprint
contributed assets with a carrying value of $3.3 billion, including our 2.5 gigahertz (GHz) spectrum and WiMAX related assets which, together with Clearwire’s
existing business and cash contributions from other investors, is being used to build and operate a next-generation wireless broadband network that will provide
entire communities with high-speed residential and mobile internet access services and residential voice services. As part of the arrangement, we entered into
various agreements with Clearwire, including MVYNO agreements under which Clearwire can purchase 3G CDMA, mobile voice and data communication services
from Sprint for resale to end users and Sprint can purchase 4G wireless broadband services for resale to our end users. Amounts under these agreements were
net yet material during 2009 as Clearwire continues the build-out of its 4G network.

In conjunction with the transaction, Clearwire agreed to reimburse Sprint for certain cash expenditures incurred prior to the closing of the transaction
in the amount of $388 millien. Approximately $213 million was paid by Clearwire during 2008 and the remaining $175 million was provided through a variable
interest bearing note, maturing in May 2011, which is included in equity method and other investments. This reimbursement was accounted for as a reduction to
the initial investment in Clearwire. Also, during the quarter ended December 31, 2008, we recognized a pre-tax gain within sharcholders’ equity of $684 million
($424 million after tax) related to the difference between our share of Clearwire’s net assets upon close and the carrying value of the net assets we contributed to
Clearwire. Equity in losses of Clearwire was $803 million for the year ended December 31, 2009, which represents our proportionate share of Clearwire’s net loss of
$649 million and a pre-tax loss of $154 million {396 million afler tax) representing the finalization of ownership percentages, which was subject to change based on
the trading price of Clearwire stock during the 90 days subsequent to close.

On November 9, 2009, Sprint, in addition to other investors, entered into an agreement with Clearwire to invest a total of approximately $1.56 billion in
exchange for Class B voting common stock of Clearwire Corporation and Class B non-voting commeon interests in Clearwire Communications LLC (together,
“Class B
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Common Interests™). Sprint agreed to contribute $1.176 billion in three installments in exchange for approximately 160.4 million Class B Common Interests. During
the fourth quarter 2009, Sprint’s net investment increased by approximately $1.1 billion in exchange for 155 million shares of Class B Common Interests. Sprint’s
final installment of $50 million is expected to be contributed in the first quarter 2010 upon Clearwire’s satisfaction of certain closing conditions. In conjunction
with Sprint’s additional contribution, we refinanced our note receivable from Clearwire which extended the maturity date to December 2015, fixed the interest rate
at 12% and increased the face amount to $184 million,

As aresult of these transactions, Sprint owns a $6% non-controlling interest in Clearwire, in the form of 525 million shares of Class B common stock in
Clearwire Corporation and 525 million Class B common interests in Clearwire Communications LLC, as of December 31, 2009 for which the carrying value totaled
$4.3 billion. Each share of Clearwire Corporation Class B common stock, together with one Clearwire Communications LLC Class B common interest, is
exchangeable for one share of Clearwire Corporation’s Class A common stock, a publicly traded security. Sprint’s investment in Clearwire represents $8.25 per
share based on the assumed exchange of our Class B common interests for Class A common shares. The market price of Clearwire’s publicly traded stock was
$6.76 per share as of December 31, 2009, Sprint’s investment in Clearwire is part of our long-term plan to participate in the 4G wireless broadband market, and to
benefit from Clearwire’s advantaged position in that market. Clearwire is continuing to execute its business plan, including building its 4G wircless broadband
network, and Clearwire, Sprint and other investors are beginning to offer 4G products utilizing that network. Sprint does not intend to sell this investment in the
foreseeable future, and recoverability of our investment is not affected by short-term fluctuations in Clearwire’s stock price. Sprint continues to believe the
decline in Clearwire’s stock price is temporary and expects to recover fully the carrying value of the investment.

Summarized financial information for Clearwire is as follows:

December 31,
2009 2608
(in millions)
Current assets $:3,877 $ 3166
Noncurrent assets 7,391 5,958
Current liabilities § 543 $ 17
Noncurrent liabilities 2,952 1,450
Year Ended December 31,
2009 2008 2007
{in miliions)
Revenues § 274 § 20 $—
(Operating expenses (1,458} (14 212
Operating loss $(1,183) $493) $(212)
Net loss $(1,254) §$(592) £(225)
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Note 5. Financial Instruments

Cash and cash equivalents, accounts and notes receivable, and accounts payable are carried at cost which approximates fair value and, as such, are
not included in the table below. Short-term investments (consisting primarily of time deposits and treasury securities) and marketable equity securities are
measured on a recurring basis at amounts which approximate fair value, Any changes in fair value of assets or liabilities carried at fair value are recognized in

other comprehensive income (loss) each period. The following table presents information regarding the method of valuation bases for assets and liabilities
measured at fair value on a recurring basis as of December 31, 2009;

Quoted Prices in Significant Balance
Active Markets for Other Observable Unobservable December 31,
Identical Assets Inputs Inputs 2009

e e . . . B N - (in_millions)
Short-term investments . . FEEE B I SRR |1 K KT IRt S R i
Marketable equity securities 43 =

The estimated fair value of long-term debt, financing and capital lease obligations, including current maturities is based on current market prices or
interest rates. The following table presents carrying amounts and estimated fair values for these financial instruments:

December 31,
1089 2008
Carrying Estimaled Carrying Estimated
Amount Fair Yalue Amount Fair Value
. . . . - . . . . {im millions) , .
Long-term debt, financing and capital iease obligations - *: - Flhemoe L T T 821,061 8 20014 826100 014,449

Note 6. Property, Plant and Equipment

WNetwork equipment, site costs and related software includes switching equipment, cell site towers, site development costs, radio frequency
equipment, network software, digital fiber optic cable, transport facilities and transmission-related equipment. Buildings and improvements principally consists of
owned general office facilities, retail stores and leasehold improvements. Non-network internal use sofiware, office equipment and other primarily consists of
furniture, information technology systems and equipment and vehicles. Construction in progress, which is not depreciated until placed in service, primarily
includes materials, transmission and related equipment, labor, engineering, site development costs, interest and other costs relating to the construction and

development of our network. Interest incurred in connection with the construction of long-lived assets totaled $12 million, $123 million and $127 million for the
years ended December 31, 2009, 2008 and 2007, respectively.

The components of property, plant and equipment, and the related accumulated depreciation were as follows;

December 31, December 31,
2009 2008
. - (in milliors) .
Network equipment, site costs and related software 36,992 38,273
Buildings and improvements 4,792 4757
Non-network internal use software, office equipment and other 2,966 3,268
Construction in progress LIt 1,840
Less accumulated depreciation (27,913 (26,093)
Property, plant and equipment, net .. ShdR oo a2t e Cole Tl v B 183800 0 S d s 2 A3
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Note 7. Intangible Assets
Indefinite-Lived Intangibles

Goodwill

Impairment,
December 31, Adjust |! D ber 31, Net December 31,

2007 & Cther 2008 Additions 2009
fin mitlians)

FCC licenses® $ 20,707 $.2.(1,796) $. 18011 $ 591 $°19;502
Trademarks 416 n 409 — 409
Goodwille 978 (978) — 373 373
5 22,101 $ (278D $ 19,320 $ 964 § 20,284

(1) During 2008, we contributed 32.5 billion of FCC licenses to Clearwire and acquired $1.0 billion of FCC licenses in our normal course of business,
including our requirements under the Report and Order. In addition, we reduced FCC licenses by 3265 million due to the reversal of unrecognized tax
benefits. See note 11 for additional information.

{2) During 2009, we recognized goodwill of $373 million associated with the acquisitions of VMU and iPCS (see Note 3).

We hold FCC licenses authorizing the use of radio frequency spectrum to deploy our wireless services: 1.9 GHz licenses utilized in the CDMA
network, and 800 megahertz (MHz) and 900 MHz licenses utilized in the iDEN network. We also hold 1.9 GHz and other FCC licenses that are not currently being
utilized, As long as the Company acts within the requirements and constraints of the regulatory authorities, the renewal and extension of these licenses is
reasonably certain at minimal cost. We are not aware of any technology being developed that would render this spectrum obsolete and have concluded that
these licenses are indefinite-lived intangible assets. Our Sprint and Boost Mobile trademarks have been identified as indefinite-lived intangible assets.

Goodwill

Goodwill represents the excess of consideration paid over the estimated fair value of net tangible and identifiable intangible assets acquired in
business combinations. During the fourth quarter 2009, we acquired VMU and iPCS (see Note 3) and, based on our preliminary purchase price allocation,
recorded $373 million of goodwill.

Goodwill Recoverability Assessment

The carrying value of Sprint’s goodwill is included in the Wireless segment which represents our wireless reporting unit. We estimate the fair value of
the wireless reporting unit using discounted expected future cash flows, supported by the results of market approach valuation models. If the fair value of the
wireless reporting unit exceeds its net book value, goodwill is not impaired, and no further testing is necessary. If the net book value of our wireless reporting unit
exceeds its estimated fair value, we estimate the fair value of goodwill to determine the amount of impairment loss, if any.

The determination of the estimated fair value of the wireless reporting unit and other assets and liabilities within the wireless reporting unit requires
significant estimates and assumptions. These estimates and assumptions primarily include, but are not limited to, discount rate, terminal growth rate, operating
income before depreciation and amortization (QIBDA) and capital expenditure forecasts. Due to the inherent uncertainty involved in making those estimates,
actual results could differ from those estimates. We evaluate the merits of each significant assumption, both individually and in the aggregate, used to determine
the fair value of the wireless reporting unit, as well as the fair vatues of the corresponding assets and liabilities within the wireless reporting unit, for
reasonableness.
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Goodwill Assessments

In 2007, we conducted our annual impairment assessment of our then $30.7 billion of goodwill. The majority of our goedwill was recorded in
connection with prior business combinations including Nextel Communications, Inc., Nextel Partners, Inc., and other acquisitions such as certain PCS affiliates
that provide services on the CDMA network. During the fourth quarter 2007, economic conditions began to decline and we experienced a sustained, significant
decline in our stock price. The reduced market capitalization reflected the Wireless segment’s lower than expected performance, due in large part to net subscriber
losses. Based on the results of our 2007 assessment, we estimated the fair value of our goodwill to be $978 million resulting in a goodwill impairment of $29.6
billion during the fourth quarter 2007.

During 2008, economic conditions continued to significantly deteriorate due, in part, to the ongoing credit crisis in the financial markets. Qur updated
forecasted cash flows of the wireless reporting unit resulted in a further reduction in the estimated fair value of the wireless reporting unit as compared to the 2007
estimate of fair value primarily reflecting several factors including, among others, the discount rate, our ability to attract and retain subscribers, particularly post-
paid subscribers, expected reductions in average voice revenue per post-paid subscriber, and the costs of operating our wireless networks. Based on the results
of our 2008 assessment, the estimated fair value of our goodwill was zero resulting in a goodwill impairment of $963 million during the fourth quarter 2008.

Intangible Assets Subject to Amortization

Sprint’s customer relationships are amortized over a period of two to five years using the sum of the years’® digits method. Other intangible assets
primarily include certain rights under affiliation agreements that were reacquired in connection with the acquisitions of PCS Affiliates, and Nextel Partners, Inc.,
which are being amortized over the remaining terms of those affiliation agreements on a straight-line basis, and the Nextel, Direct Connect and Virgin Mobile trade
names, which are being amortized on a straight-line basis.

December 31, 200% December 31, 20403
Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Uselul Lives Value Amortization Value Value Amortization Value
fin millions)
Customer relationships 2toSyears: §122240 § 0(11,093) § 1,131 $:12220 -8 (10,288) & (1,932
Other intangible assets
Trademarks 10 to 37 years 1,169 (394) - 775 889 (304)
Reacquired rights 9to 14years 1,572 (336) 1,186 1,268 (284)

Total other intangible assets 2,867 {820) 2,047 2,252 {618}
e caf #eoca © ' o B el Cler e E1S.001TEES (F1:B13) S8 30780 § 14:472 . $U(H0.906)

2010 1011 1012 1013 1014

Estimated amortization expense -~ o ool RS s T §T163 08407, $283 §M5.

In conjunction with our annual assessments of indefinite-lived intangibles for impairment, we performed a recoverability test of the wireless long-lived
assets. We included cash flow projections from wireless operations along with cash flows associated with the eventual disposition of the long-lived assets,
which included estimated proceeds from the assumed sale of FCC licenses, trademarks and customer relationships, The estimated undiscounted future cash flows
of the wireless long-lived assets exceeded their carrying amount and, as a result, no impairment charge was recorded, In addition, we re-assessed the remaining
useful lives of these long-lived assets and concluded they were appropriate.
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Note 8. Long-Term Debt, Financing and Capital Lease Obligations
Interest
Rates
Notes . TR 5 R N
Senior notes ]
Sprint Nextel Corporation 0.65-9.25%
Sprint Capital Corporation 6.88 - 8.75%
Convertible senior notes S IR
Nextel Communications, Ing, ] ] A%

Serial redeemable senior notes. | Ty TE e

~ Nextel Communications, Inc.
Secured Notes T L

iPCS, Inc. 241 -428%
Credit facilitics - Sprint Nextel Corporation

Bank credit facility N _ 3.00%
. . i-ExportDevelopment Canada . . Lo e TEEE339%C
Financing obligation _ L e 250%
Capitaliease obligations and other) e R T - 15:49%
Net premiums
Less current portion
Y.ong-term debt, financing and capital lease obligations
(1) Includes 8105 million in outstanding principal related to a consolidated variable interest enfity.

595-7.38%

Maturities

December 31, December 31,
2009 2008

2010-2022
201 - 2032

301322015

2013 - 2014
2010

2030

C L2010~ 2022

{in millions)

$ 4,250 $ 2,950

LSl age e ek

9,854

479 —
750
_____ 190 . e
60 167
21,061 21,610
(768) (618)
§ 200203 . TTE 20092

As of December 31, 2009, Sprint Nextel Corporation, the parent corporation, had $5.0 billion in principal of debt outstanding, including the credit
facilities. In addition, $14.6 billion in principal of our long-term debt issued by wholly-owned subsidiaries is guaranteed by the parent, of which approximately $9.9
billion issued by our finance subsidiary, Sprint Capital Corporation, is fully and unconditicnally guaranteed. The indentures and financing arrangements of
certain subsidiaries’ debt contain provisions that limit cash dividend payments on subsidiary common stock. The transfer of cash in the form of advances from

the subsidiaries to the parent corporation generally is not restricted.

As of December 31, 2009, about $1.4 billion of our outstanding debt, comprised of certain secured notes, financing and capital lease obligations and
mortgages, is secured by $1.2 billion of gross property, plant and equipment and other assets. Cash interest payments were $1.4 billion, $1.4 billion and $1.5

billion during each of the years ended December 31, 2009, 2008 and 2007.

Notes

Notes consist of senior and serial redeemable senior notes that are unsecured and secured notes of iPCS, which are secured solely with the underlying
assets of iPCS. Cash interest on these notes is generally payable semiannually in arrears. Approximately $18.4 billion of the notes are redeemable at the
Company's discretion including acerued interest. Our weighted average effective interest rate related to our senior notes was 6.5% in 2009 and 2008.

In December 2009, the Company assumed $417 million {net of a $62 million discount} of Secured Floating Rate Notes due in 2013 and 2014 as part of
the acquisition of iPCS. The Company may redeem some or all of these notes at any time prior to maturity. If a change of control event (as defined in the iPCS
indenture) occurs, iPCS will be required to make an offer to repurchase the outstanding principal in cash ar a price equal to 101% of their principal amount.
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On August 11, 2009, the Company issued $1.3 billion in principal of senior notes due 2017. Interest is payable semi-annually on February 15 and
August 15 at a fixed rate of 8.375%. The Company may redeem some of all of these notes at any time prior 1o maturity. The notes are unsecured senior obligations
and rank equally with the existing unsecured senior indebtedness. If a change of control event (as defined in the related indenture) occurs, Sprint will be required
to make an offer to repurchase the notes in cash at a price equal to 101% of their principal amount. In May 2009, all outstanding 6.38% senior notes due 2009 were
repaid totaling $600 million plus accrued and unpaid interest. On September 16, 2009, all outstanding 5.25% convertible senior notes due 2010 were redeemed at
100% of the principal amount totaling $607 million plus accrued and unpaid interest.

In 2008, the Company made payments of $1.3 billion, $235 million and $250 million toward the early redemption of 6.125% senior notes due November
2008, the extinguishment of US Unwired, Inc.'s 10% Second Priority Senior Secured Notes due 2012 and the extinguishment of Alamosa (Delaware), Inc.’s 8.5%
Senior Notes due 2012, respectively.

Credit Facilities

As of December 31, 2009, $1.8 billion in letters of credit, including a $1.7 billion letter of credit required by the FCC’s Report and Order to reconfigure
the 800 MHz band, were outstanding under our $4.5 billion revolving bank eredit facility which expires on December 19, 2010, As a result, the Company had $2.7
billion of borrowing capacity available under this revolving bank credit facility as of December 31, 2009, The terms of this loan provide for an interest rate equal to
ihe London Interbank Offered Rate (LIBOR) plus a spread that varies depending on the Company’s credit ratings. The unsecured loan agreement with Export
Development Canada will mature in March 2012 and has terms similar to those of the revolving bank credit facility.

In February 2008, we drew down $2.5 billion wnder our revolving bank credit facility. The proceeds were used to repay 31.7 billion in senior notes
during the second and third quarters of 2008, During the second half of 2008, we repaid $1.5 bitlion of our revolving bank credit facility and, in the fourth quarter
of 2009, we repaid the remaining outstanding balance of $1.0 billion.

Commercial Paper
In 2008, we repaid in full our commercial paper outstanding under our commercial paper program which commenced in 2006. The $2.0 billion program
was backed by our revalving credit facility and reduced the amount we could borrow under the facility to the extent of the commercial paper outstanding.

Financing, Capital Lease and Other Obligations

In 2008, we closed a transaction with TowerCo Acquisition LLC under which we sold approximately 3,000 cell sites, and subsequently leased space on
those cell sites over a period of ten years with renewal options for an additional 20 years. Due to our continued involvement with the preperty sold, we accounted
for this transaction as a financing. The cell sites continue to be included in property, plant and equipment. Our capital lease and other obligations are primarily for
the use of communication switches,

Covenants

As of December 31, 2009, the Company is in compliance with all restrictive and financial covenants associated with its borrowings. The maturity dates
of the borrowings may accelerate if we do not comply with these covenants. A default under any of our borrowings could trigger defaults under other debt
obligations, which in turn could result in the maturities being accelerated. The indentures that govern our outstanding senior notes also require compliance with
various covenants, including limitations on the incurrence of indebtedness and liens by the Company and its subsidiaries.
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We are curtently restricted from paying cash dividends because our ratio of total indebtedness to trailing four quarters earnings before interest, taxes,
depreciation and amortization and certain other non-recurring items, as defined in the credit facility (adjusted EBITDA), exceeds 2.5 to 1.0. The Company also is
obligated to repay the credit facilities if certain change-of-control events ocour.

Future Maturities of Long-Term Debt, Financing Obligation and Capital Lease Obligations

For the years subsequent to December 31, 2009, scheduled annual principal payments of long-term debt, financing obligation and capital lease
obligations outstanding as of December 31, 2009, are as follows:

{in millions)

2010 =3 768
2011 1,668
2042 L) 2,770
w3 : : y e 1,796
2014 ) LI, g ° o LT L o SEF o o Enpd, | CHEC RS HR L w0 1L 3TE
2015 and thereafter 12,628
RPETL ° oLE F F=e BB m BERE, | am Hhs B o =S e LT 25121,001
Add: premiums, discounts and adjustments, net 60

321061

Note 9. Severance, Exit Costs and Asset lmpairments

Liabilities for severance and exit costs are recognized based upon the nature of the cost to be incarred. For involuntary separation plans that are
completed within the guidelines of our written involuntary separation plan, a liability is recognized when it is probable and reasonably estimable. For voluntary
separation plans (VSP) a liability is recognized when the VSP is irrevocably accepted by the employee. For one-time termination benefits, such as additional
severance pay or benefit payouts, and other exit costs, such as lease termination costs, the liability is measured and recognized initially at fair value in the period
in which the liability is incurred, with subsequent changes to the liability recognized as adjustments in the period of change. Severance and exit costs associated
with business combinations were recorded as a component of the purchase price allocation in periods prior to 2009, generally resulting in additional goodwill.
Beginning in 2009, in conjunction with recently adopted guidance on accounting for business combinations, the Company records severance and exit costs
associated with business combinations in the results of operations when incurred.

Severance and Exit Costs Activity

During 2009, we recognized $400 million of severance and exit costs related primarily 1o the reduction in workforce announcements in 2009. Of these
amounts, $307 million related to the Wireless segment and $93 million retated to the Wireline segment. During 2008, we recognized $355 million of severance and
exit costs related to the separation of employees and continued organizational realignment initiatives. Of these amounts, $270 million related to our Wireless
segment, $62 million related to our Wircline segment and the remaining $23 million related to Corporate and other. In 2007 we recognized $230 million and $47
million of expenses for severance and exit costs related to our Wireless and Wireline segments, respectively.
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The following provide the activity in the severance and exit costs liability, included in “Accrued expenses and other current liabilities.”

Exit costs
Severance

Total costs

Exit costs
Severance

Total costs

Exit costs
Severance
Total costs

Assetf Impairment

[n 2009, we recorded asset impainments of $47 million primarily related to network asset equipment in our Wireless segment, no longer necessary for
management’s strategic plans. In 2008, we recorded asset impairments of $480 million primarily related to cell site development costs and network asset equipment
in our Wireless segment, ne longer necessary for management’s strategic plans. In 2007, we had asset impairments of $163 million, primarily attributable to our

209 Activity
December 31, Net Cash Payments December 31,
2008 Expense and Other 2009
L . fin millions) o
R ¢ 2 $o038:7 R (62
90 362 (342)
$ 2037 TU 400 B M)
2008 Activity
December 31, Net Cash Payments December 31,
2007 Expense __And Other 2008
o . . . fin millions) s
Rt 1 118 R SR S S €73 § o Hd
32 313 90
15070 §0.3857 $ 303
2007 Activity
December 31, Net Cash Payments December 31,
2006 Eapense and Other 2007
$ 083 §7 IR
194 32
§ Do § 5277 $ T (349) $ 150

Wireless segment, which included the write-off of cell site development costs that we abandoned as the sites would not be used based on management’s
strategic network plans, the sale of Velocita Wireless, and the closing of retail stores due to integration efforts.
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Note 10. Supplemental Financial Information

Accounts and notes receivable, net
Trade
Unbilled trade and other
Less allowance for doubtful accounts

Prepaid expenses and other current assets
Prepaid expenses
Deferred charges and other

Accounts payable(n
Trade
Accrued interconnection cosis
Construction obligations and other

Accrued expenses and other current liabilities
Deferred revenues
Accrued taxes
Payroll and related
Accrued interest
Other

Other liabilities
Deferred rental income—communications towers
Deferred rent
Accrued taxes—unrecognized tax benefits
Deferred revenue
Post-retirement benefits and other non-current employee related liabilities
Other

— December3l,

2009

2008

(in milfions)

$2,839
363

(206)
$2,996

$3,165

472
(276)

$3,361

$ 380
263

$643

$1,574
391
173

$2,i38

$ 864
1,213
345
207
913 .
636

$4,178

(1) Includes liabilities in the amounts of $150 million and 153 million as of December 31, 2009 and 2008, respectively, for checks issued in excess of

associated bank balances but not yet presented for collection.
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Note 11, Income Taxes
Income tax benefit (expense) consists of the following:

Year Ended December 31
2009 2008 2007

 fin millions)

Current income tax benefit (expense)
Federal
State

Total current income tax benefit

Deferred income tax bénefit (expense) ... - B S S N

Federal . . S
. State: - P T ARG P I L SRR i S I DO T i (11065 4
Total deferred income tax benefit 767
beéi’gn income tax expense R L L O .;Z:... . SIS Teges ST TR TR (l) : (I) .
Total income tax benefit $1,058 $1,264

The differences that caused our effective income tax rates to vary from the 35% federal statutory rate for income taxes were as follows:

Year Ended December 31,

T 2008 2007

(in millions)

Income {ax benefit at the federal statutory rate - PRt E o
Effcct of

) State income taxes, net of federal income tax cffect o )
State law changes, net of federal income tax’ effct . Eat oA 7 A A T
Reduction in liability for unrecognized tax benefﬂs
_Tax expense related to'equity awards '
Change in valuation allowance
S0 Other, net
Income tax benefit

Effeétive income fax rate .
Income tax benefit (expense) allocated to other items was as follows:

Year Ended December 31,
2000 2008 2007

(m millions}

Unrecognized net periodic pension and postretirement-henefit costth - = 07Tl T iR R e $:410):
Unrealized gains/losses on securities® 3
Stock.ownership, purchase and option arrangements® T e (13).
Gain on deconselidation of net assets contributed to C]earwuem —
Goodwill, reduction of valuation allowance on acquired asset§:- © ©  THUEEEIL I SHLD om0 — —_ 93

Identifiable intangible assets . o ' I T —
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() These amounis have been recorded directly 1o shareholders’ equity—accumulated other comprehensive loss on the consolidated balance sheets.
{2) These amounts have been recorded directly fo shareholders’ equity—paid-in capital on the consolidated balance sheels.

We recognize deferred income taxes for the temporary differences between the carrying amounts of our assets and liabilities for financial statement
purposes and their tax bases. Deferred tax assets are also recorded for operating loss, capital loss and tax credit carryforwards. The sources of the differences that
give rise o the deferred income tax assets and liabilities as of December 31, 2009 and 2008, along with the income tax effect of each, were as follows:

Dy ber 31, 2009 December 31, 2008
Current Long-Term Current Long-Term

o e L y ... (in millions)

Deferred tax assets - . LA 1.2 L T T A R e

~ Net operating loss carryforwards

" Capital foss carryforwards - -+ B S S PR = A
Accruals and other liabilities

s 2788

U Tax credif carryforwards L TR -t " A Bl TRES  OEE R . nfEnn
Pension and other postretirement benefits — 200
e T P o 3 . i 2716
Valuation allowance {88) {(924)
B K R =t 1 I TR ) o 3992
Deferred tax liabilities
. Property, plant and equipment - | . R Bl " banr wefos Bgfs AR}
Intangibles e . . . - . 6,667
-7 Investments PR LB g et 28 e S =l 048
Other 59 112
355 SadrY 0w . B : L A ik 89 10,485
Current deferred tax asset $ 29
Long-term deferred- tax liability - - ' R SRR e me T D8 6,693

During 2009 and 2008, we incurred $3 million and $55 million, respectively, of foreign loss which is included in loss before income taxes. During 2007,
we had $132 million of foreign income included in loss before income taxes. We have no material unremitted earnings of foreign subsidiaries. Cash was paid for
income taxes, net, of $31 miltion and $51 million in 2009 and 2007, respectively. Cash refunds for income taxes were received, net, totaling $30 million in 2008.

In 1998, we acquired $229 million of potential 1ax benefits related to net operating loss carryforwards in the controlling interest acquisition of our
wireless joint venture, which we call the PCS Restructuring. The benefits acquired in the PCS Restructuring are subject to certain realization restrictions under
various tax laws. We are required to reimburse the former cable company partners of the joint venture for net operating loss and tax credit carryforward benefits
generated before the PCS Restructuring if realization by us produces a cash benefit that would not otherwise have been realized. The reimbursement will equal
60% of the net cash benefit received by us and will be made to the former cable company partners in shares of our stock. As of December 31, 2009, the unexpired
carryforward benefits subject to this requirement total $177 million and we maintained a valuation allowance on the entire amount of these tax benefits.
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As of December 31, 2009, we had federal operating loss carryforwards of $6.4 billion and state operating loss carryforwards of $12 billion. Related to
these loss carryforwards are federal tax benefits of $2.2 billion and net state tax benefits of $554 million. Approximately $324 million of the federal operating loss
carry forwards expire prior to 2014 and the remaining $6.1 billion expire in varying amounts between 2018 and 2029. The state operating loss carryforwards expire in
varying amounts through 2029,

In addition, we had available, for income tax purposes, federal alternative minimum tax net operating loss carryforwards of 5.3 billion and state
alternative minimum tax net operating loss carmmyforwards of $1.2 billion. The loss carryforwards expire in varying amounts through 2029, We also had available
capital loss carryforwards of $108 million, Related to these capital loss carryforwards are tax benefits of $38 million. Capital loss carryforwards of $104 million
expire in 2013 and the remaining $4 million expire in 2014,

We also had available $479 million of federal and state income tax credit carryforwards as of December 31, 2009. [ncluded in this amount are $124
million of income tax credits which expire prior to 2014 and $219 million which expire in varying amounts between 2014 and 2029. The remaining $136 million do not
expire,

Valuation allowances on deferred tax assets are recognized if it is determined that it is more likely than not that the asset will not be realized. The
valuation allowance related to deferred income tax assets increased by $301 million in 2009 and decreased by $12 million in 2008. The 2009 increase primarily
results from a $306 million fourth quarter non-cash charge to establish additional valuation allowance on the deferred tax assets related to federal and state net
operating and capital loss carryforwards, The 2008 decrease s primarily related to the utilization or expiration of income tax camryforwards and a reclassification to
deferred tax liabilities.

The fourth quarter 2009 valuation allowance increase was necessary because our recent history of consecutive annual losses prevents us from
continuing to rely on expected future income in evaluating the realizability of our deferred tax assets. Therefore, we do not expect to record significant tax benefits
if additional operating losses are incurred in 2010.

We believe it is more likely than not that our deferred income tax assets, net of the valuation allowance, will be realized based on current income tax
laws and expectations of future taxable income stemming from the reversal of existing deferred tax liabilities. Uncertainties surrounding income tax law changes,
shifis in operations between state taxing jurisdictions and future operating income levels may, however, affect the ultimate realization of all or some of these
deferred income tax assets.

Unrecognized tax benefits are established for uncertain tax positions based upon estimates regarding potential future challenges to those positions at
the largest amount that is greater than fifty percent likely of being realized upon ultimate settlement. These estimates are updated at each reporting date based on
the facts, circumstances and information available. Interest related to these unrecognized tax benefits is recognized in interest expense. Penaltics are recognized
as additional income tax expense. The total unrecognized tax benefits attributable to uncertain tax positions as of December 31, 2009 and December 31, 2008 were
$284 million and $449 million, respectively. At December 31, 2009, the total unrecognized tax benefits included items that would favorably affect the income tax
provision by $208 million, if recognized. As of December 31, 2009 and 2008, the accrued liability for income tax related interest was $42 million and $40 million,
respectively. The accrued liability for penalties was $7 million and $13 million as of December 31, 2009 and 2008, respectively.
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A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

Balance at January1 =~ - Yool i
Additions based on current year tax positions

Additions based on prior year tax positions

Reductions for prior year tax positions

Reductions for settlements . (129}
Reductions for lapse of statute of limitations {9
Balance at December 31 ) $ 284

The 2009 reduction in unrecognized tax benefits was principally attributable to income tax settlements with the U.S, federal jurisdiction, We file income
tax returns in the U.S. federal jurisdiction and each state jurisdiction which imposes an income tax. We also file income tax returns in a number of foreign
Jjurisdictions. However, our foreign income tax activity has been immaterial. The [nternal Revenue Service (IRS) is currently conducting an examination of our 2007
and 2008 consolidated income tax returns. They have completed the examination of our consolidated returns for years prior to 2007. We have reached settiement
agreements with the Appeals division of the IRS for examination issues in dispute for years prior to 2005 with the exception of one issue which is immaterial to our
consolidated financial position and results of operations. Resolution of the 2005 and 2006 disputed issues with the Appeals division of the IRS may be reached
during the next 12 months; however, they are immaterial to our consolidated financial position and tesults of operations,

The disputed issues from the 2001 through pre-merger 2005 consolidated income tax returns of our subsidiary Nexte! Communications, Inc. were
resolved with the Appeals division and are immaterial to our consolidated financial position and results of operations. In addition, we are involved in multiple
state income tax examinations related to various years beginning with 1996, which are in various stages of the examination, administrative review or appellate
process. Based on our current knowledge of the examinations, administrative reviews and appellate processes, we believe it is reasonably possible many of our
uncertain tax positions may be resolved during the next twelve months which could result in a reduction of up to approximately $100 million in our unrecognized
tax benefits.

Note 12, Commitments and Contingencies
Litigation, Claims and Assessments

A number of cases that allege Sprint Communications Company L.P. failed to obtain easements from property owners during the installation of its fiber
optic network in the 1980°s have been filed in various courts. Several of these cases sought certification of nationwide classes, and in one case, a nationwide
class was certified. In 2003, a nationwide settlement of these claims was approved by the U.S. District Court for the Northem District of [llinois, but objectors
appealed the preliminary approval otder to the Seventh Circuit Court of Appeals, which overturned the settlement and remanded the case to the trial court for
further proceedings. The parties proceeded with litigation and/or settlement negotiations on a state by state basis, and settlement negotiations have been
coordinated in all cases but those pending in Louisiana and Tennessee. The Louisiana claims have been separately settled for an amount not material to our
consolidated financial position or results of operations, and that settlement was given final approval by the Court, and the time to appeal that approval has
expired. We reached an agreement in principle to settle the claims in all the other states, excluding Tennessee, for an amount not material to our consolidated
financial position or results of operations. The Court issued its preliminary approval of the settlement on July 17, 2008, but on September 10, 2009, the Court
announced that it would not approve the settlement. The Court did not decide whether the settlement was fair or in the best interest of class members, but denied
on jurisdictional grounds. As a result, the agreement terminated, and the Company
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continues to defend the matters vigorously. We do not expect the resolution of this matter to have a material effect on our consolidated financial position or
results of operations.

In September 2004, the U.S. District Court for the District of Kansas denied a motion to dismiss a shareholder lawsuit alleging that our 2001 and 2002
proxy statements were false and misleading in violation of federal securities laws to the extent they described new employment agreements with certain senior
executives without disclosing that, according to the allegations, replacement of those executives was inevitable. These allegations, made in an amended
complaint in a lawsuit originally filed in 2003, are asserted against us and cettain former officers and directors, and seek to recover any decline in the value of our
tracking stocks during the class period. The parties have stipulated that the case can proceed as a class action, All defendants have denied plaintiffs’ allegations
and intend to defend this matter vigorousty. Allegations in the original complaint, which asserted claims against the same defendants and our former independent
auditor, were dismissed by the Court in April 2004, Cur motion to dismiss the amended complaint was denied, and the parties are engaged in discovery. We do
not expect the resolution of this matter to have a material effect on our consolidated financial position or results of operations.

Various other suits, proceedings and claims, including purported class actions typical for a large business enterprise, are pending against us or our
subsidiaries. While it is not possibie to determine the ultimate disposition of each of these proceedings and whether they will be resolved consistent with our
beliefs, we expect that the outcome of such proceedings, individually or in the aggregate, will not have a material adverse effect on our conselidated financial
position or results of operations.

Spectrum Reconfiguration Obligations

In 2004, 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. The Report and Order provides for the exchange of a portion of our 800 MHz FCC spectrum licenses, and requires us to fund the
cost incurred by public safety systems and other incumbent licensees to reconfigure the 800 MHz spectrum band. In addition, we received licenses for 10 MHz of
nationwide spectrum in the 1.9 GHz band; however, 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 minimum cash obligation is approximately $2.8 billion under the Report and Order. We are, however, obligated to pay the full amount of the costs
relating to the reconfiguration plan, even if those costs exceed $2.8 billion, As required under the terms of the Report and Order, a letter of credit has been
secured to provide assurance that funds will be available to pay the relocation costs of the incumbent users of the 800 MHz spectrum. These relocation costs are
reviewed periodically based on actual costs incurred. As a result of this review, our letter of credit was reduced from $2.0 billion to $1.9 billion in June 2009,
reduced to $1.8 billion in September 2009, and further reduced to $1.7 billion in November 2009 as approved by the FCC.
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The following table represents payments directly attributable to our performance under the Report and Order from the inception of the program:

Through Through
December 31, 2608 Net Additions December 31, 24409
: L (in miltions)
ECC licenses o e OLINE. SRR ey 1 SRR . SR v | BN
Property, plant and equipment( 150 7
Costs not benefiting our infrastructure or spectrum positions o o8 haen o o DelagnT e RURoRfEY  BE A Eh - % B
] 1,765 ] 623 $ 2,388

(1) Excluded from the table above are reconfiguration costs incurred to date which are based on allocations between reconfiguration activities and our
normal network improvements. The methodology with which we have calculated these costs has not been approved by the independent Transition
Administrator designated by the FCC to review our expenditures. As a result, the amount allocated to reconfiguration activity is subject fo change
based on additional assessments made over the course of the reconfiguration program.

When expended, these costs are generally accounted for either as property, plant and equipment or as additions to the FCC licenses intangible asset.

Total direct costs attributable to the spectrum reconfigurations are estimated to exceed the minimum cash obligation of $2.8 billion. This estimate is dependent on

significant assumptions including the final licensee costs and costs associated with relocating licensees in the Canadian border region under the border plan that

was adopted by the FCC and the Mexican border region for which there is currently no approved border plan. In addition, we are entitled to receive
reimbursement from the mobile satellite service licensees for their pro rata portion of our costs of clearing a portion of the 1.9 GHz spectrum. Those licensees may
be unable or unwilling to reimburse us for their share of the costs, which are estimated to be approximately $200 million.

Completion of the 800 MHz band reconfiguration was initially required by June 26, 2008; however, the FCC has issued a significant number of waivers
to 800 MHz licensees giving them additional time to complete their band reconfigurations, which may delay access to some of our 800 MHz replacement spectrum,
Based on progress to date, a significant number of additional extension requests have been filed and more are expected. Under an October 2008 FCC Order, we
may be required, on March 31, 2010, to relinquish some of cur 800 MHz spectrum on a region-by-region basis prior to receiving 800 MHz replacement spectrum.
On January 27, 2010, we asked the FCC to waive the requirement in certain regions where most public safety agencies have not yet vacated our replacement
channels. This request is pending before the FCC. The Report and Order also contained an exception with respect to markets that border Mexico and Canada. The
exception with respect to markets that border Canada was clarified on May 9, 2008 when the FCC issued the Canadian border plans to include a 30-month

deadline for completion.

Operating Leases

We lease various equipment, office facilities, retail outlets and kiosks, switching facilities, transmitter and receiver sites under operating leases. The
non-cancelable portion of these leases ranges from monthly up to 25 years. These leases, with few exceptions, provide for automatic renewal options and
escalations that are either fixed or based on the consumer price index. Any rent abatements, along with rent escalations, are included in the computation of rent
expense calculated on a straight-line basis over the lease term. Our lease term for most leases includes the initial non-cancelable term plus at least one renewal
period, as the exercise of the related renewal option or options is reasonably assured. Qur cell site leases generally provide for an initial non-cancelable term of
five to seven years with up to five renewal options for five years each,
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As of December 31, 2009, our rental commitments for operating leases, including lease renewals that are reasonably assured, consisted mainly of
leases for cell and switch sites, real estate, information technology and network equipment and office space. These commitments in future years are as follows (in
millions};

2010 e § 1651
2011 [,622
2012 THALEL L LAB4
2013 1,350
2014 ’ I °8p A BE, I ey T TN J £ g RO I ISR H .1
Thereafter 6,705

B B - $ 135998

Total rental expense was $1.8 billion in 2009 and 2008 and $2.0 billion in 2007,

Commitments

On July 7, 2009, Sprint entered into a seven-year agreement with an unaffiliated party which will assume the day-to-day execution of services,
provisioning and maintenance for the Company's wireless and wireline networks. The agreement, which contains an option to renew, will result in payments for
services estimated to be between $4.5 billion and $5.0 billion over the initial term of the contract. We are also a party to other commitments, which includes
service, spectrum, network capacity and other executory contracts in connection with conducting our business. As of December 31, 2009, the minimum amounts
due under these commitments were as follows (in millions):

2000 Fefad == SCBERTe o TEElr  SERElk
2011 N
002 o | - DR e o
2013
2014

Thereafter

Amounts actually paid under some of these agreements will likely be higher duc to variable components of these agreements, The more significant
variable components that determine the ultimate obligation owed include such items as hours contracted, subscribers and other factors. In addition, we are a
party to various arrangements that are conditional in nature and obligate us to make payments only upon the occurrence of certain events, such as the delivery of
functioning software or a product.

Note 13, Compensation Plans

As of December 31, 2009, Sprint sponsored four incentive plans: the 2007 Omnibus Incentive Plan {2007 Plan); the 1997 Long-Term Incentive Program
(1997 Program); the Nextel Incentive Equity Plan (Nextel Plan) and the Management Incentive Stock Option Plan (MISOP). Sprint also sponsors an Employee
Stock Purchase Plan (ESPP). Under the 2007 Plan, we may grant share and non-share based awards, including stock options, stock appreciation rights, restricted
stock, restricted stock units, performance shares, performance units and other equity-based and cash awards to employees, outside directors and certain other
service providers. Options are generally granted with an exercise price equal to the market value of the underlying shares on the grant date, generally vest on an

annual basis over three or four years, and generally have a contractual term of ten years, Employees and directors who are granted restricted stock units are not
required to pay for the shares but
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generally must remain employed with us, or continue to serve as a member of our board of directors, until the restrictions lapse, which is typically three years for
employees and one year for directors. The Compensation Committee of our board of directors, or one or more executive officers should the Compensation
Committee so authorize, as provided in the 2007 Plan, will determine the terms of each equity-based award. No new grants can be made under the 1997 Program,
the Nextel Plan or the MISOP.

During 2009, the number of shares available under the 2007 Plan increased by about 51 millicn to approximately 174 million common shares, as the
number of shares available under the 2007 Plan is increased by any shares originally granted under the 1997 Program, the Nextel Plan or the MISOP that are
forfeited, expired, or otherwise terminated. As of December 31, 2009, restricted stock units and options to acquire about 50 million shares were outstanding under
the 2007 Plan, restricted stock units and options to acquire about 39 million shares were outstanding under the 1997 Program, options to acquire about 18 million
shares were outstanding under the Nextel Plan and options 1o acquire about 18 million common shares were outstanding under the MISOP,

Restricted stock units granted in 2008 and 2007 gencerally have both performance and service requirements with vesting periods ranging from one to
three years. Furthermore, restricted stock units awarded after the second quarter 2008 through the first quarter 2009 included quarterly performance targets. These
awards, however, were not granted until after the performance targets had been met. Therefore, at the grant date these awards only had a remaining service
requirement and vested six months following the last day of the applicable quarter. In the fourth quarter 2009, approximatety 1 million restricted stock units were
granted with service requirements only and graded vesting over a period of two or three years.

Under the Nextel Plan, outstanding Nextel deferred shares, or nonvested shares, which constitute an agreement 1o deliver shares upon the
performance of service over a defined period of time, and grants of options to purchase Nextel common shares were converted at the time of the Sprint-Nextel
merger into our nonvesied shares or options to purchase a number of our common shares. These options vested on a monthly basis over periods of up to four
years, and have a contractual term of ten years. Employees were not required to pay for the nonvested shares; however, they were required to remain employed
with us until the restrictions on the shares lapsed. The nonvested shares generally vested over a service period ranging from several months to four years.
Accelerated vesting was triggered with respect to certain deferred shares and options granted prior to the Sprint-Nextel merger as a result of the Sprint-Nextel
merger.

At the time of the VMU acquisition, outstanding VMU restricted stock and restricted stock units, or nonvested shares, and grants of options to
purchase VMU common shares which were awarded under the legacy VMU Plan were converted into our nonvested shares or options to purchase a number of
our common shares using a ratio of 1.3668&, with a corresponding adjustment to the option strike price. These options vest on a monthly basis over a period of ten
to fifteen months, and have a contractual term of ten years. Employees are not required to pay for the nonvested shares; however, they must remain employed
with us over a defined period of time until the restrictions on the shares lapse. The nonvested shares generally vest over a service period ranging from ten
months to four years, The VMU Plan is no longer active as a result of the acquisition; hewever, terms of the awards remain consistent to those terms at the time
the award was received or granted.

Under the MISOP, we granted stock options to employees eligible to receive annual incentive compensation. Eligible employees could elect to receive
stock options in lieu of a portion of their target incentive under our annual incentive compensation plans. The options generally became exercisable on
December 31 of the year granted and have a maximum contractual term of ten years. Under the MISOP, we also granted stock options to executives in lieu of long-
term incentive compensation (LTIP-MISOP) options. The LTIP-MISOP options generally became exercisable on the third December 31 following the grant date
and have a maximum term of ten years. MISOP options were granted with exercise prices equal to the market price of the underlying common stock on the grant
date.

Under our ESPP, eligible employees may subscribe quarterly to purchase shares of our Series 1 common stock through payroll deductions of up to
20% of eligible compensation. Effective April 1, 2009 the
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purchase price is equal to 95% of the market value on the last trading day of each quarterly offering period, modified from 90% of the market value in previous
periods. The aggregate number of shares purchased by an employee may not exceed 5,000 shares or $25,000 of fair market value in any calendar year, subject to
limitations imposed by the Internal Revenue Code. As of December 31, 2009, the ESPP has approximately 85 million shares authorized for future purchases. This
includes 80 million shares authorized in the second quarter 2009 and is net of elections made in 2009 by employees participating in the fourth quarter 2009 offering
period under the ESPP to purchase about 1 million of our common shares, which were issued in the first quarter 2010, Employees purchased these shares for
$3.53 per share.

Currentty, we use treasury shares to satisfy share-based awards or new shares if no treasury shares are available.

Compensation Costs

The cost of employee services received in exchange for an award of equity-based securities is measured using the fair valug of the award on the date
of the grant, and that cost is recognized over the period that the award recipient is required to provide service in exchange for the award. Any awards of liability
instruments to employees are measured at fair value at each reporting date through settlement. Share-based compensation cost related to awards with graded
vesting is recognized using the straight-line method.

Pre-tax share-based compensation charges included in net loss from our share-based award plans were $81 million for 2009, $272 million for 2008 and
$265 million for 2007. The net income tax benefit (expense) recognized in the consolidated financial statements for share-based compensation awards was $(3)
million for 2009, $101 million for 2008 and $96 million for 2007.

As of December 31, 2009, there was $97 million of total unrecognized compensation cost related to non-vested share-based awards that are expected
to be recognized over a weighted average period of 2.12 years. Cash received from exercise under all share-based payment arrangements, net of shares
sutrendered for employee tax obligations, was insignificant for 2009, $57 million for 2008 and $344 million for 2007,

Under our share-based payment plans, we had options and restricted stock units outstanding as of December 31, 2009, Forfeitures were estimated for
share-based awards using a 10.2% weighted average annual rate.

Options

The fair value of each option award is estimated on the grant date using the Black-Scholes option valuation model, based on several assumptions
including the risk-free interest rate, volatility, expected dividend yield and expected term. The risk-free interest rate used is based on the zero-coupon U.S,
Treasury bond, with a term equal to the expected term of the options. The volatility used is the implied velatility from traded options on our common shares. The
expected dividend yield used is estimated based on our historical dividend vield and other factors. The expected term of options granted is estimated using the
simplified method, defined as the average of the vesting term and the contractual term as our historical data is not expected to represent the future expected term
of equity awards due to our severance activities over the last several years. Options outstanding as of December 31, 2009 include options granted under the 2007
Plan ({including options exchanged in business combinations), the 1997 Program, the Nextel Plan and the MISQOP, as discussed above.
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The following table provides the estimated fair value and assumptions used in determining the fair value of option awards granted during 2009, 2008

and 2007
2009
Weighted average grant date fairvalue~ " - =t S S Y
Risk free interest rate 2.05% -
286%
Voiatﬂlty 72 0%~
- 126. 2%

Welghted avcrage expected volatility
Expcctcd dividend. y:e]d

113.6%
We1ghtcd averagc cxpectcd dividend y]cld o
Expcctcd term (ycars) : - Bftheg

Opnons granted (millions)

A summary of the status of the options under our option plans as of December 31, 2009, and changes during the year ended December 31, 2009, is
presented below:

Weightad
Average
per
Shares Share Weighted Aggregate
Under Exercise Average Remaining Intrinsic
Option Price Contractual Term Value
L L . ., fin millions} . o Afinyearsy (in millions)
Qutstanding January 1, 2009 S A A CIETOTRT RS 2308w AT o " e ooBeBe iR o
Granted _ 28 ¥ 260
=11 Business combination exchange P e .0 B ORI SUCER S T | 3
o _E_xcrc;scd . ) o T . =
.. Forfeitéd/expired. . I CLE L. (DRt o $ 2549
Outstanding at December 31, 2009 108 § 1642
Veste S0 81930
.} £}
Exermsablc at Dccembch] 2009 73 $ 21.65

As of December 31, 2009, there was 369 million of total unrecognized compensation cost related to unvested options and that cost is expected to be
recognized over a weighted-average period of 2.51 years. The total intrinsic value of options exercised was insignificant during 2009, $9 mitlion during 2008 and
$150 million during 2007,

F-36




Table of Contents

SPRINT NEXTEL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Restricted Stock Units

The fair value of each restricted stock unit award is calculated using the share price at the date of grant. Restricted stock units outstanding consist of
those units granted under the 2007 Plan (including units exchanged in business combinations) and the 1997 Program, as discussed above. A summary of the
status of the restricted stock units as of December 31, 2009 and changes during the year ended December 31, 2009 is presented below:

Weighted Average Grant
Date Fair Value of

Restricted Stock Units Restricted Stock Units
Future Future
Performance Future Performance Future
and Service Service and Service Service
Required Required Required Required
405 . . L . . (in thousands) o . .
Outstanding January 1, 2009 e f Foiugl 5 ° Setofe s BT, Wy, 113,948 % - 18810 L8697
Granted . . o e o 5,630 - § 29
Business combination exchange - - &7 0 TioonTLT R I R SRS Pl i [ S o $ATS
Vested (28) (13.014) $ 1878 § 457
 Forfeited-:- - CUO(LA96Y: . - T (1329)T - 8 I8

Performance met L - LT
-~ Pesformange not met B : iy R RTINS SR g i
Outstanding December 31, 2009 3,696 12,632 $ 1882 $ 568

As of December 31, 2009, there was 528 million of total unrecognized compensation cost related to restricted stock units that is expected to be
recognized over a weighted-average period of 1.14 years. The total fair value of restricted stock units vested during the years ended December 31, 2009, 2008 and
2007 was $53 million, $41 million and $78 million, respectively. The weighted-average grant date fair value of restricted stock units granted during 2009 was
$2.96 per unit, compared with $6.03 per vnit for 2008 and $18.43 per unit for 2007.

Most restricted stock units outstanding as of December 31, 2009 are entitled to dividend equivalents paid in cash, but performance-based restricted
stock units are not entitled to dividend equivalent payments until the applicable performance criteria has been met.
Note 14. Shareholders’ Equity and Per Share Data
Qi articles of incorporation authorize 6,620,000,000 shares of capital stock as follows:
¢ 6,000,000,000 shares of Series 1 voting common stock, par value $2.00 per share;
+ 500,000,000 shares of Series 2 voting common stock, par value $2.00 per share;
* 100,000,000 shares of non-voting common stock, par value $0.01 per share; and
* 20,000,000 shares of preferred stock, no par value per share.
Classes of Common Stock
Series I Common Stock

The holders of our Series 1 common stock are entitted to one vote per share on all matters submitted for action by the shareholders. There were about
3.0 billion shares of Series 1 common stock outstanding as of December 31, 2009.

Serles 2 Common Stock

The holders of our Series 2 common stock are entitled to 10% of one vote per share, but otherwise have rights that are substantially identical to those
of the Series 1 common stock. There were about 33 million shares

F-37




Table of Contents

SPRINT NEXTEL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

of Series 2 common stock outstanding as of December 31, 2009. In 2009, certain holders of our Series 2 common stock exercised their rights to convert 39.8 million
Series 2 shares to 39.8 million Series 1 shares, resulting in a $80 million and $785 million reduction to common shares and paid in capital, respectively, and a
corresponding $865 million reduction in treasury shares,

Treasury Shares

Shares of common stock repurchased by us are recorded at cost as treasury shares and result in a reduction of shareholders’ equity. We reissue
treasury shares as part of our shareholder approved stock-based compensation programs, as well as upon conversion of outstanding securities that are
convertible into common stock. When shares are reissued, we determine the cost using the FIFO method,

Dividends

We did not declare any dividends on our common shares in 2009 or 2008. We declared and paid a dividend of $0.025 per share on the Series | common
stock and the Series 2 common stock in ¢ach of the quarters of 2007, We are currently restricted from paying cash dividends by the terms of our revolving bank
credit facility as described in Note 8,

Share Repurchase Program

On July 25, 2006, our board of directors authorized a program for the purchase of up to $6.0 billion of our Series | common stock through open market
purchases, We repurchased 185 million shares of our Series 1 common stock for $3.5 billion at an average price of $18.77 per share through 2007. The program
expired in January 2008 and no additional repurchases were made.

Common Stock Reserved for Future Grants

As of December 31, 2009, Series 1 common stock reserved for future grants under plans providing for the grant of stock options and other equity-
based awards, future grants under the employees stock purchase plan or future issuances under various other arrangements included:

S She
(in millions)

Employees stock purchase plan 85
Officer and key employees’ and directors’ stock options and other equity-based awards 174
259

Accumulated Other Comprehensive Loss
The components of accumulated other comprehensive loss are as follows:

As ol December 31,

2009 2008
(in millions)
Unrecognized net periodic pension and postretirement benefit cost $ (397) 3537y
Unrealized net (losses) gains related to investments 8 {6}
Foreign currency translation'adjustments 37 19
Accumulated other comprehensive loss § (352) $ (524)
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Per Share Data

Basic loss per common share is calculated by dividing net loss by the weighted average number of common shares outstanding during the period.
Diluted earnings {loss) per common share adjusts basic earnings (loss) per common share for the effects of potentially dilutive common shares, if the effect is not
antidilutive. Potentiafly dilutive common shares consist of 28 million, 130 million and 124 million average shares issuable under our equity-based compensation
plans as of December 31, 2009, 2008 and 2007, respectively, computed using the treasury stock method. All such potentially dilutive shares were antidilutive for
2009, 2008 and 2007 and, therefore, have no effect on our determination of dilutive weighted average number of shares outstanding.

Note 18, Segments

Sprint operates two reportable segments: Wireless and Wireline.

. Wireless primarily includes retail and wholesale revenue from a wide array of wireless mobile telephone and wireless data transmission
services and the sale of wireless devices and accessories in the U.S., Puerto Rico and the U.S. Virgin Islands.

. Wireline primarily includes revenue from domestic and international wireline voice and data communication services, including services
to the cable multiple systems operators that resell our local and long distance service and use our back office systems and network
assets in support of their telephone services provided over cable facilities.
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We define segment earnings as wireless or wireline operating {loss} income before other segment expenses such as depreciation, amortization,
severance, exit costs, goodwill and asset impairments, other and merger and integration expenses solely and directly attributable to the segment. Expenses and
income items excluded from segment eamings are managed at the corporate level. Transactions between segments are generally accounted for based on market
rates which we believe approximate fair value. Segment financial information is as follows:

Corporate,

Other and
Statement of Operations Information Wireless Wireline Eliminations Conzolidated
(in milligng)

ey . T . Eae s I v L
Net opcratmg revenues $ 27,786
Inter-segment revenugsth 4 e e e o CoolBEEELAAES TF
Total segment operating expenses {22,588)
Segmcnt earnings R £ & o oo CerET g 5,198
. Depreciation and amortization UL R X B TR s SE ogeer o | oo dad N
Other, net (389}
Operating loss - colh RS e TR A )
Inerest expense | | __ o B
Equity in losses of unconsolidated investments;net R oo 7 Sighme.  3FE . co§ o (BO3) L (803)
Other income, net 157

:115 1,221

Lass before’income taxes 2o, agle et 0 [ eTaRATD o

Corporate,
Other and

Statement of Operations Information Wireless Wireline Eliminations Consolidated
.. Ain millions)

2008 . FE AR . s JRE
Net operating revenues _ _ L $ 30 427 N $5,208 5
Inter-segment revenuesth = . LIPS TR N A 2 ! 124y e
Total segment operatmg expenses(” (23,651} (5,157) 837 (27.971)
Segmentearnings © - 3% Sl D 866 Hii$ LIS Tl § (8T i 7,664
Less: N L o L o

Depreciation and amontization - = -~ Teg R AT G fakae,  Sei o B gy he.s w.o.  HEE . o o (0

Geodwill impairment S ) o _ o

Other, neti® co PO E GRS U R B U IR S S 1 I
Operating loss o - - a0
Interest expense : : i Faaiil T e aEm” RGLT adEERie aa EE 1 :
Equity in losses ofunconsolldated mvestments net $ 145 (145)

Other income, net ST LRI i B P :
Loss before income taxes $ _(4060)
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SPRINT NEXTEL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Corporate,
Other and
Wireless Wireline Eliminations Ceonsolidated

2007 S el -':ffj:fa S .ﬁffif”ﬂ'

(in mitions).

s549 s 01 5

Net operating r_evenuCS. . dog o
Inter-segment revenuesd , TR SO IR R T TORd e (086) SRR
Total segment operating expensest (24,786} (5,389} 829 (29,346)
Segment carnings - - . L ety CiEEg e C$88l4 8074 0§10 188y o 10,8007
Less: - R - . .

Depreciation and-amortization ST STl EES L I U L (8.933)

Goodwill impairment _
Other,net® " .. ..~ Sl g ey o
Operating loss
Interest expense . £ 5. o L
Equity in losses of unconsolidated investments, net

Qther income, net PR e, - L B L el ¥HS

Loss before income taxes

Corporate,

Other and
Other Information Wireless Wireline Eliminations Consolidated

. (in millions)

2009 . P 2 g e Lo R Dheee o G
Capital expenditures(® $ L1499 § 267 0§ 1,603
Total assetstr - 42338 o 2,987 55,424
2008
Capital expenditurest ST o Tl g 2386 SE§ 822 L R T .. A
Total asseis® 48977 o 3,494 3,079 - 58,550
2007 - S ST B e R T i ) I
Capital expenditures® § 5067 8 561 5 688 85 631
Total assets® G 85,0650 B 6397 CUEE0I 642098

(1)
{2)

3)

f4)

Inter-segment revenues consist primarily of wireline services provided io the Wireless segment for resale to wireless subscribers,

Other, net consists primarily of severance, exit costs and asset impairments offset by gains from other asset dispositions and exchanges. Merger and
integration expenses of 3130 million and §516 million are also included in Other, net in 2008 and 2007, respectively, representing costs primarily
incurred to integrate systems, processes and networks related to the Sprint merger with Nextel. See Note 9 for additional information on severance,
exit costs and asse! impairments.

Included in the Corporate, Other and Eliminations resulis for 2008 and 2007 are operating expenses of $354 million and $194 million, respectively,
related to the nexi-generation broadband wireless network that was contributed to Clearwire in a transaction that closed on November 28, 2008.
Refer to note 4 for more information.

Corporate assels are not allocated to the operating segments and consist primarily of cash and cash equivalents, the corporate headguarters campus,
our equity method investment in Clearwire, other assets managed at a corporate level and assets that were related to our 4G wireless broadband
business that was subsequently contributed ro Clearwire. Refer 1o note 4 for more information. Corporate capital expenditures include various
administrative assets and assets that were contributed 1o Clearwire. Operating expenses related to corporate assets are allocated 1o each segment,
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Net operating revenues by service and products were as follows:

Corporate, (Mher
and
Operating Revenues by Service and Products Wireless Wireline Eliminations!) Consolidated

R ) . fin millions)
2009 T . = ERRE R g

Wireless services L — $25286 8 — Ly
W.irblﬁss cq'l.iipmc_nt_.;-_.- By o Fogn ol B P 2 o L1954 T meandl el e
Voice — 2,563
Internet : L -
Qther - .- -~ . - L A L R - ot & ConE
Total et operating revenues 27,786 $ 5,629 $
2008 o T L i EE SR LR S
Wireless services

Wireless equipment

Voice

Data.

[nternet

Other .

Total net operating revenues

2007 A

Wireless services S
Wireless equipment . R i fa® Ec
Voice

Data ™ .

Internet

Other': [~ . i

Total net operating revenues

CET(36) 0
(820
(n o Ls04

: 2 Faumo 8 F

3 (I,D].'I.}” $ 40,146

(1) Revenues eliminated in consolidation consist primarily of Wireline services provided to the Wireless segment for resale to wireless subscribers.
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Note 16. Quarterty Financial Data (Unaudited)

2009

Net operating revenues

Operating loss~ 17

Net lossth )

Basic and diluted loss per commeon share® ... 1La

2008

Net operating revenves

Operating loss® - . .o

Net loss® o L
Basic and diluted loss per common share ¢

Quarter
Lot ind 3rd i
(in miltions, except per share amounts)

$8209  $8,141  SBO42  §7.868

(873 I3y @S (544)
(594) (3% (478) (930)
SO O3 e D - (034)
Quarier
st _nd | 3rd 4th

(im mitlions, except per share amounts)

$9,334 $9.055
C(498): L (210):
(505) (344}

S (1 1) SRt (1 vy SR (1 B U D R

(1) In the first quarter 2009, we recorded a $154 million non-cash loss representing the finalization of our ownership percentages in Clearwire. In the
fourth quarter 2009, we recorded a non-cash gain of $151 million related to our non-controlling interest in VMU as well as an increase in our fax

valuation allowance of $306 million.

(2) The sum of the quarterly earnings per share amounts may not equal the annual amounts because of the changes in the weighted average number of

shares ouistanding during the year.

(3) In the fourth quarter 2008, we performed our annual goodwill analysis and recorded a non-cash goodwill impairment charge of 5963 million. In
addition, we recorded asset impairments, gains on dispositions of assets and lease exit costs of $493 million.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Clearwire Corporation
Kirkland, Washington

We have audited the accompanying consolidated balance sheels of Clearwire Corporation and subsidiaries (formerly the WiMAX Operations of Sprint Nextel
Corporation) {the “Company”'} as of December 31, 2009 and 2008, and the related consolidated statements of operations, cash flows, and stockholders’ equity and
comprehensive loss for each of the two years in the period ended December 31, 2009. These financial statements are the responsibility of the Company’s
management. Cur responsibility is to express an opinion on these financial statemenis based on our audits.

We conducied our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An andit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation, We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the Company as of December 31, 2009 and
2008, and the results of their operations and their cash flows for each of the two years in the period ended December 31, 2009, in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Note 1 to the consolidated financial statements, on November 28, 2008, Clearwire Corporation and the WiMAX Operations of Sprint Nextel
Corporation (the “Sprint WiMAX Business™) completed a business combination. The accounts of the Sprint WiMAX Business for the period from January 1,
2008 through November 28, 2008, have been prepared from the separate records maintained by Sprint Nextel Corporation and reflect allocations of expenses from
Sprint Nextel Corporation and, therefore, may not necessarily be indicative of the financial position, results of operations, and cash flows that would have
resulted had the Sprint WiMAX Business functioned as a stand-alone operation.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the Company’s internal control
over financial reponting as of December 31, 2009, based on the criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission and our report dated February 24, 2010 (not presented herein), expressed an adverse opinion on the
Company’s internal control over financial reporting because of a material weakness,

fs/ DELOITTE & TOUCHE LLP

Seattle, Washington
February 24, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM .
To the Board of Directors of Clearwire Corporation (formerly the WiMAX Operations of Sprint Nextel Corporation):

We have audited the statements of operations, cash flows and business equity (included within the statement of stockholders’ equity and comprehensive
loss) of the WiMAX Operations of Sprint Nextel Corporation for the year ended December 31, 2007. These financial stalements are the responsibility of Sprint
Nextel Corporation’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement, An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the results of operations and cash flows of the WiMAX
Operations of Sprint Nextel Corporation for the year ended December 31, 2007, in conformity with U.S. generally accepted accounting principles.

/s KPMG LLP

Kansas City, Missouri
August 4, 2008
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CLEARWIRE CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS
Current assets:
== Cash.and cash equivalents
Short-term investments
" iRestricted ¢ash | P ea I
Accounts receivable, net ofallowancc of.'li] 956 and $913
" Notes receivable
Inventory, net
Prepaids and other assets

Total current assets
Property, plant and equipment, net
Restricted cash
Long-term investments
~ Spectrum licenses, net
= Othier intarigible assets, net
Investments in cquuty investees

Other:assets’
Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY:
Current liabilities;
Accounts payable and other current liabilities
Deferred revenue
Curreit portion of long-term debt

Total current liabilities
. Long-term debt, net R Lt NS SEF RV M £
Deferred tax liabilities, net

- Otherlong-term liabilities . . . =~ . ¢ S HEALA S LI 1 I =rri

Total liabilities
Commitrnents and contirigencies (N oie 13)
Stockholders’ equity:

Class A common stock, par value $0.0001, 1,500,000,000 shares authorized; 196,766,715 and 190,001,706 shares issued

and outstanding, respectively

Class B common stock, par value $0.0001, 1,000,000,000 shares authorized; 734,238,872 and 505,000,000 shares issued

and outstanding, respectively
Additional paid-in capital :
Accumulated other comprehenswc income
. Accumulated deficit IR
Total Clearwire Corporation stockholders cqu]ty
.. Non-¢ontrelling interests
Total stockholders’ equity

Total liabilities and stockholders’ equity

See notes to consolidated financial statements
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December 31, December 31,

2009 2008

{In thousands, except share and
per share data)

O $ TE980I7. o § 1206143
2,106,661 1,901,749
11667 :
6,253
5402
12,624
46,466 44,644
3,876,589 3,165,872
2,596,520 1,319,945
5,620 8,381
87687 . 18,974
4,495,134 4,471,862
----- . 103,943

3

11,267,853 $ 9,124,167

$ 8527367 0§ 145417
16.060 11.761
e 14.292
54347 171470
L TIATAL . 1,350,498
AN T 4,164
930,974 195:225"
3,495,485 1621357
20 ' 19

73

CETLI2,000,061 T

3,745

L (A13056) -

| 590 843

7,772,368 7 502,810

§

11,267,853 $ 9,124,167
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CLEARWIRE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31,
2009 2008 2007
A . L . . L L . . . (In thousands, except per share data)
Revenues - -~ - T S TEESE SwERft s o gl .ooeo ‘§ 274458 0 - §20,480 0 g
Operatmg expenses:
. Cost of goods and.services and network costs (exclusive of items shown separaicly below) . B UTELAEE L TI31480

~ Selling, general and administrative expense ) o ) 568,063 150,940 ) }
-Depreciation and amortization et T B SR G oD e T 08 268 T 88 146 TR AR 0TS,
Spe_c_t_r_um leasc expense 259359 90,032 60

S olrE et St S S Sl e B2060 . Eie

Total operatmg eXpenses 1,457,801 513,567 212,385
Operating loss T e o o S CUSATLEEL nhl  (1183,343)5. 0 (493,078) . E(212,385)
'''''' Colnterestineome - oo S A T SRR ") O RROR 1 )
.. Interestexpense . : : : . L (e9468) - (6345 0 —
- Other income (expense), net - R DT wheleo eeln el i e 10014y (22,208 0 s 4022

Total other income (expcnse} net (69,791) (37,662) 4,022
Loss before income taxes SoE & PR AP LR LA [V e T E (283,100 (530,740).. - (208,363),

N _Encomc tax prowsmn (712) (61,607} (16,362)
Netloss .=~ o Cemd Sef : ' e R LOTEL D (253,846)0 0 592347y 0 (224,725):

Less: non-controllmg interests in net loss ofconsolldated subs:dnar:cs 028,264 159,721

Net loss attributable to Clearwire Corporation - .+ S EEa LTI I T§(325.582) e $(432,626) . - $(224.728)
Net loss attributable to Clearwire Corporatlon pcr Class A Common Sharc; N ) ) . . .
- Basic . . ° 533 g 29 i P WL o %a° S S T € 1 ) P T (O () I

Diluted 3 (1.74) § (028

Rasic o T lo4696  189.921
Bl SR T T

See notes to consolidated financial statements
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CLEARWIRE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net loss . . o
Adjustmenta:to veconcile net loss to net cash used in operating activities: .
Deferred income taxes
" Loases from equity investees, net
Non-cash fair value adjustments on swaps
- Other-than-temporary impai loss on in¥ 1
Non-cash inerest expense
Depreciation and amortization
Amontization of spectrum leases
‘Non-cash rent
Share-based compensation
Loas on settlement of pre-existing leaae atrangemems
Loss/(gain) on disposal or Mlte—off of property, plant and quipment
- Giain on extinguishment of debt -
Chang.es in assets and liabilities, net ofeffecls of acqu:smcn
Inventory:
Accounts receivable
" Prepaids and other assets
Prepaid spectrum licenses
" Accouiits payable and other liabilities
Net cash used in operating achvmes
Cash flows from mvesting sctivitics: :
. Caputal expenditures

. Dispositien of avallnble—fa' sale inveastrents
Net cash acquired in acquisition of Old Clearwire o
. Other investing °7% o .
Net cash used in 1nvesnng activities
Cash flows from financing activities:
Net advances from Sprint Nextel Corporation
Sprint Nextel Corporation pre-closing financing ™ s
Repayment of Sprint Nextel Corporation pre-closing ﬁnancmg
Principal payments on Tong-term debt
Proceeds from issuance of lang-term debt
Debt financing fees
Strategic investors cash contribution
Procesds from issuance of common stock
Orher financing
. Net cash provided by financing activities 2
Eﬁ'ecl of forelgn currency exchange rates on cash and cash equlvﬂlems
Net increase in cash and cash equivalents i
Cash and cash equivalents:
Beginning of peried” -
End of period

Supplemental cash flow disclosures:
Cash paid for imerest
" Swap inierest paid
Nnn-cash investing and financing activities:

;" Conversion of Qld Clearwire Cless A shares intop Wew Clearwire Class:A:shires

~ Common stock of Sprint Nextel Corporation |ssued f‘ur spoctrum Imenses
- Fixed asset puirchases in-accounts payable . :

_ Fixed asset purchases included in advances and contributions from Spnnt Nextel Carporatlun )

Spectrum purchases in accounts payable

See notes to consolidated financial statements
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Year Ended December 31,
2008 2008 2007
(ln lllo lnnds)

s (1 253 846)

s (592347)_ § (224725

61,607 16362

208,263
. S1.898
15108,953 5 ¢
27,512
71957
(8352
ENCILT) N ¢ 1 B
(2,381) 402
CB4930) L 8354
(23,861) (63,138)
©2338,288 S (8330) .
{472,484} (339,519)
© {1,450,238), . . (329,469)
L (A6EI6E T 108,287y 353 6E):
(3,571 A5} (LTI =

3,280,455

A8

sy

2467.830 o R
T 421 (50,000 iy
1481813 3200037 L=
IR 35 1! T — 8 TR
_ (70} —
2 745,847 3,857,755 :
1,510 524 =
491,874 - T.206,143 i Bl
1206143 ; &
s 115277
§75 13,9154
s = 3 R
$ — § 4000 § 100,000
§ 89,792 § 40,768 L .
$ : $ $ 164652
3 = $ 08600 1 g i
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CLEARWIRE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS! EQUITY AND COMPREHENSIVE LOSS
For the Years Ended December 31, 2009, 2008 and 2007

Accumulated
Class A Class B Business Equity of Other Total
CommonlSack C Stock o gditional Paid In  Sprint WiMAX  Comprehensive Accumulated  Now-controlling  Stockhalders’
Shares Amounis Shares Amounts Capital Business Income Deflicit Interests Equity
{In thousands)
Balances at January §, 2007
(Inception) — ¥ — — '3 — % — 3 1,402,410 . § =8 - 3 40800 1,402,410
Net advances from Sprint Nextel
Corporation — — o —_ — 1,287,251 — — — 1,287,251
Net loss — — — — — (224.725) — - ik {224,725)
Comprehensive loss (224, 725)
Balances at December 31, 2007 —_ — — —_ — 2,464,936 —_ w e 2,464,936
Net advances from Sprint Nextel
Corporation = = = = e 451,925 = = — 451,923
Net loss(a) — = == — == {402,693) — . — — {402,693)
Comprehensive Joss(a} —_ {402,693)
Deferred tax liability retained by o e
Sprint Nextel Corporation — — i e e 755,018 — — — 735.01%
Total Sprint Nextel Corporation
contribution at November 28,
2008 — — — — — 3,269,186 — — — 3,269,186
Allocation of Sprint Nestel e E
Carporation business equity
at closing to Clearwire — - — — — {3.269,186) - - = (3,269,185
Recapitalization resulting from
strategic transaction 189,484 1% 505,000 51 2,092,005 — — — 5,575,480 7,667,555
Net loss(a) - — — — — —_ — (29,933) (159,721) {189,654)
Foreign currency translation
adjustment — — — — — — 2,682 = 7,129 9,811
Unrealized gain on investments — — — - — — 512 - 1,361 1,873
Comprehensive loss(a) (151,231} (177,970)
Share-baged compensation and ! o % 8
other capital trarisactions 518 — — — 856 — — — L2369 13,225
Balances at December 31, 2008 190,002 19 505,000 51 2,092,861 — 3,194 {29,933) 5,436,618 7,502,810
Net loss — — — — Ce—= — (325,582) (928,264) (1,253,846}
Faoreign currency translation
adjustment — — — _ — —_ 254 e 42 286
Unrealized gain on investments —— — —— —_— s —_ 297 -— 1,622 .7 1:919
Comprehensive loss (926,600} (1,251,631)
Issuance of Class A common : : oL
stock 588 - —— -— 10,000 — — — : — 2 10,000
Issuance of Clearwire Class A
and B common stock related
to post-closing adjustment 4,412 1 23,824 2 (33,632) — = — 33,632 . 3
Issuance of Clags B common ; :
slock, et of sspance costs — — 205,415 20 (140,253) - — —_ 1,622,043 1,481,810
Rights offering — dividend — —_— — — 57,541 — — (57,541} — —
Share-based compensation and
other capital t ions 1,765 — — — 13:544 — — — 15,832 29,376
Balances a1 December 31, 2009 196767 % 20 734239 % 71 8 2000061 § — 3 3,745 § (413,056} § 6,181,525 § 7772368

{a)  Net [oss for the year ended December 31, 2008 was ($592,347} and comprehensive loss was {$580,663).
See notes to consolidated financial statements
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CLEARWIRE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Description of Business

We started operations on January 1, 2007 as a developmental stage company representing a collection of assets, related liabilities and activities accounted
for in various legal entities that were wholly-owned subsidiaries of Sprint Nextel Corporation, which we refer to as Sprint or the Parent. The nature of the assets
held by the Sprint legal entities was primarily 2.5 GHz Federal Communications Commission, which we refer to as FCC, licenses and certain property, plant and
equipment related to the Worldwide Interoperability of Microwave Access, which we refer to as WiMAX, network. The acquisition of the assets was funded by
the Parent. As Sprint had acquired significant amounts of FCC licenses on our behalf in the past, these purchases have been presented as part of the opening
business equity as principal operations did not commence until January 1, 2007, at which time the operations qualified as a business pursuant to Rule 11-01(d) of
Regulation $-X. From Janvary 1, 2007 through November 28, 2008, we conducted our business as the WiMAX Operations of Sprint, which we refer to as the
Sprint WiMAX Business, with the objective of developing a next generation wireless broadband network.

On May 7, 2008, Sprint announced that it had entered into a definitive agreement with the legacy Clearwire Corporation, which we refer to as Old Clearwire,
1o combine both of their next generation wireless broadband businesses to form a new independent company to be called Clearwire Corporation, which we refer
to as Clearwire. In addition, five independent partners, including Intel Corporation, Google Inc., Comcast Corporation, Time Warmner Cable Inc. and Bright House
Networks LLC, collectively, whom we refer to as the Investors, agreed to invest $3.2 billion in Clearwire and its subsidiary Clearwire Communications LLC, which
we refer to as Clearwire Communications. On November 28, 2008, which we refer to as the Closing, Old Clearwire and the Sprint WiMAX Business completed the
combination to form Clearwire and the Investors contributed a total of $3.2 billion of new equity to Clearwire and Clearwire Communications. Prior to the Closing,
the activities and certain assets of the Sprint WiMAX Business were transferred to a single legal entity that was contributed to Clearwire at close in exchange for
an equity interest in Clearwire. The transactions described above are collectively referred to as the Transactions. Immediately after the Transactions, we owned
100% of the voting interests and 27% of the economic interests in Clearwire Communications, which we consolidate as a controlled subsidiary. Clearwire holds no
assets other than its interests in Clearwire Communications.

On the Closing, O1d Clearwire, and the Sprint WiMAX Business, combined to form a new independent company, Clearwire, The consolidated financial
statements of Clearwire and subsidiaries are the results of the Sprint WiMAX Business, from January 1, 2007 through November 28, 2008 and include the results
of the combined entities thereafter for the period from November 29, 2008 through December 31, 2009. For financial reporting purposes, the Sprint WiMAX
Business was determined to be the accounting acquirer and accounting predecessor. The assets acquired and liabilities assumed of Old Clearwire have been
accounted for at fair value in accordance with the purchase method of accounting, and its results of operations have been included in our consolidated financial
results beginning on November 29, 2008,

The accounts and financial statements of Clearwire for the period from January 1, 2007 through November 28, 2008 have been prepared from the separate
records maintained by Sprint. Further, such accounts and financial statements include allocations of expenses from Sprint and therefore may not necessarily be
indicative of the financial position, results of operations and cash flows that would have resulted had we functioned as a stand-alone operation. Sprint directly
assigned, where possible, certain costs to us based on our actual use of the shared services. These costs include network related expenses, office facilities,
treasury services, human resources, supply chain management and other shared services. Cash management was performed on a consolidated basis, and Sprint
processed payables, payroll and other transactions on our behalf. Asscts and liabilities which were not specifically identifiable to us included:

+  Cash, cash equivalents and investments, with activity in our cash balances being recorded through business equity;
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CLEARWIRE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -— (Continued)

+ Accounts payable, which were processed centrally by Sprint and were passed to us through intercompany accounts that were included in business
equily; and

» Certain accrued liabilities, which were passed through to us through intercompany accounts that were included in business equity.

Our statement of cash flows prior to the Closing presents the activities that were paid by Sprint on our behalf. Financing activities include funding
advances from Sprint, presented as business equity, since Sprint managed our financing activities on a centralized basis. Further, the net cash used in operating
activities and the net cash used in investing activities for capital expenditures and acquisitions of FCC licenses and patents represent transfers of expenses or
assets paid for by other Sprint subsidiaries. No cash payments were made by us for income taxes or interest prior to the Closing.

We will be focused on expediting the deployment of the first nationwide 4G mobile broadband network to provide a true mobiie broadband experience for
consumers, small businesses, medivm and large enterprises, public safety organizations and educational institutions. We expect to depley our mobile WiMAX
technology, based on the IEEE 802.16¢ standard, in our planned markets using 2.5 GHz FCC licenses.

2. Summary of Significant Accounting Policies

The accompanying financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America
and pursuant to the rules and regulations of the Securities and Exchange Commission, which we refer to as the SEC. The following is a summary of our significant
accounting policies:

Principles of Consolidation — The consolidated financial statements include all of the assets, liabilities and results of operations of our wholly-owned
subsidiaries, and subsidiaries we control or in which we have a controlling financial interest. Investments in entities that we do not control and are not the
primary beneficiary, but for which we have the ability to exercise significant influence over operating and financial policies, are accounted for under the equity
method. All intercompany transactions are eliminated in consolidation.

Non-controlling interests on the consolidated balance sheets include third-party investments in entities that we consolidate, but do not wholly own. We
classify our non-controlling interests as part of equity and include net income (loss) attributable to our non-controlling interests in net income (loss). We allocate
net income (loss), other comprehensive income (loss) and other equity transactions to our non-controlling interests in accordance with their applicable ownership
percentages. We also continue to attribute our non-controlling interests their share of losses even if that attribution results in a deficit non-controlling interest
balance.

Reclassifications — Cettain reclassifications have been made to prior period amounits to conform with the current period presentation.

Use of Estimates — Our accounting policies require management to make complex and subjective judgments. By their nature, these judgments are subject
10 an inherent degree of uncertainty. These judgments are based on our historical experience, terms of existing contracts, observance of trends in the industry,
information provided by our customers and information available from other cutside sources, as appropriate. Additionally, changes in accounting estimates are
reasonably likely to occur from period to period. These factors could have a material impact on our financial statements, the presentation of our financial
condition, changes in financial condition or results of operations.

Significant estimates inherent in the preparation of the accompanying financial statements include: impairment analysis of spectrum licenses with indefinite
lives, the recoverability and determination of useful lives for long-lived assets, which include property, plant and equipment and other intangible assets, tax
valuation allowances, and share-based compensation related to equity-based awards granted.
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CLEARWIRE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Subsequent Events — We evaluated subsequent events occurring through the date the financial statements were issued.

Cash and Cash Equivalents — Cash equivalents consist of meney market mutual funds and highly liquid short-term investments with original maturities of
three months or less. Cash equivalents are stated at cost, which approximates market value. Cash and cash equivalents exclude cash that is contractually
restricted for operational purposes. We maintain cash and cash equivalent balances with financial institutions that exceed federally insured limits. We have not
experienced any losses related to these balances, and management believes the credit risk related to these balances to be minimal.

Restricted Cash — Restricted cash consists primarily of amounts we have set aside to satisfy certain contractual obligations and is classified as a current
or noncurrent asset based on its designated purpose. The majority of this restricted cash relates to outstanding letters of credit.

Investments — We have an investment portfolio comprised of U S. Treasuries and other debt securities. The value of these securities is subject to market
and credit volatility during the period the investments are held and until their sale or maturity. We classify marketable debt securities as available-for-sale
investments and these securities are stated at their estimated fair value. Our investments that are available for current operations are recorded as short-term
investments when the original maturities are greater than three months but remaining maturities are less than one year. Qur investments with maturities of more
than one year are recorded as long-term investments. Unrealized gains and losses are recorded within accumulated other comprehensive income (loss). Realized
gains and losses are measured and reclassified from accumuiated other comprehensive income (loss) on the basis of the specific identification method.

We recognize realized losses when declines in the fair value of our investments below their cost basis are judged 1o be other-than-temporary. In
determining whether a decline in fair value is other-than-temporary, we consider various factors including market price (when available), investment ratings, the
financial condition and near-term prospects of the issuer, the length of time and the extent to which the fair value has been less than the cost basis, and our intent
and ability to hold the investment until maturity or for a period of time sufficient to allow for any anticipated recovery in market value. We make significant
Jjudgments in considering these factors. If it is judged that a decline in fair vatue is other-than-temporary, a realized loss equal to the decline is reflected in the
consolidated statement of operations, and a new cost basis in the investment is established,

We account for certain of our investments using the equity method based on our ownership interest and our ability to exercise significant influence.
Accordingly, we record our investment initially at cost and we adjust the carrying amount of the investment to recognize our share of the earnings or losses of
the investee each reporting period. We cease to recognize investee losses when our investment basis is zero.

Fair Value Measurements — Fair valug is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. In determining fair value, we use various methods including market, cost and income approaches. Based on these
approaches, we utilize certain assumptions that market participants would use in pricing the asset or liability, including assumptions about risk. Based on the
observability of the inputs used in the valuation techniques, we are required to provide the following information according to the fair value hierarchy. The fair
value hierarchy ranks the quality and reliability of the information used te determine fair values, Financial assets and financial liabilities carried at fair value will be
classified and disclosed in one of the following three categories:

Level I:  Quoted market prices in active markets for identical assets or liabilities
Level 2: Observable market based inputs or unobservable inputs that are corroborated by market data

Level 3:  Unobservable inputs that are not corroborated by market data
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We maximize the use of observable inputs and minimize the use of unobservable inputs when developing fair value measurements. If listed prices or quotes
are not available, fair value is based upon internally developed models that primarily use, as inputs, market-based or independently sourced market parameters,
including but not limited to interest rate yield curves, volatilities, equity or debt prices, and credit curves. We utilize certain assumptions that market participants
would use in pricing the financial instrument, including assumpticns about risk, such as credit, inherent and default risk. The degree of management judgment
involved in determining the fair value of a financial instrument is dependent upon the availability of gquoted market prices or observable market parameters. For
financial instruments that trade actively and have quoted market prices or observable market parameters, there is minimal judgment involved in measuring fair
value. When observable market prices and parametets are not fully available, management judgment is necessary 1o estimate fair value, In addition, changes in
market conditions may reduce the availability and reliability of quoted prices or observable data, In these instances, we use certain unobservable inputs that
cannot be validated by reference to a readily observable market or exchange data and rely, to a certain extent, on our own assumptions about the assumptions
that a market participant would use in pricing the security. These internally derived values are compared with non-binding values received from brokers or other
independent sources, as available. See Note 12, Fair Value, for further information.

Accounts Receivable — Accounts teceivables are stated at amounts due from customers net of an allowance for doubtful accounts.

Inventory — Inventory primarily consists of customer premise equipment, which we refer to as CPE, and other accessories sold to customers and is stated
at the lower of cost or net realizable value. Cost is determined under the average cost method. We record inventory write-downs for obselete and slow-moving
items based on inventory turnover trends and historical experience.

Property, Plant and Equipment— Property, plant and equipment, which we refer to as PP&E, is stated at cost, net of accumulated depreciation.
Depreciation is cafculated on a straight-line basis over the estimated useful lives of the assets once the assets are placed in service. Our network construction
expenditures are recorded as construction in progress until the network or other asset is placed in service, at which time the asset is fransferred to the appropriate
PP&E category. We capitalize costs of additions and improvements, including direct costs of constructing PP&E and interest costs related to construction, The
estimated useful life of equipment is determined based on historical usage of identical or similar equipment, with consideration given to technological changes
and industry trends that could impact the network architecture and asset utilization. Leaschold improvements are recorded at cost and amortized over the lesser
of their estimated useful lives or the related lease term, including renewals that are reasonably assured. Maintenance and repairs are expensed as incurred.

PP&E is assessed for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
When such events or circumstances exist, we would determine the recoverability of the asset’s carrying value by estimating the expected undiscounted future
cash flows that are directly associated with and that are expected to arise as a direct result of the use of the asset. If the expected undiscounted future cash flows
are less than the carrying amount of the asset, a loss is recognized for the difference. Foe purposes of recognition and measurement, we group our long-lived
assets, including PP&E and intangible assets with definite useful fives, at the lowest level for which there are identifiable cash flows which are largely
independent of other assets and liabilities, and we test for impairment on an aggregated basis for assets in the United States consistent with the management of
the business on a national scope. There were no PP&E impairment losses recorded in the years ended December 31, 2009, 2008 and 2007.

In addition to the analyses described above, we periodically assess certain assets that have not yet been deployed in our network, including equipment
and cell site development costs. This assessment includes the write-off of network equipment for estimated shrinkage experienced during the deployment process
and the write-off of network equipment and cell site development costs whenever events or changes in circumstances cause us to conclude that such assets are
no longer ne¢ded to meet management’s strategic network plans and will not be deployed.
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Internally Developed Software — We capitalize costs related to computer software developed or obtained for internal use. Software obtained for internal
us¢ has generally been enterprise-level business and finance software customized to meet specific operational needs. Cosis incurred in the application
development phase are capitalized and amortized over the useful life of the software, which is generally three years. Costs recognized in the preliminary project
phase and the post-implementation phase, as well as maintenance and training costs, arc expensed as incurred.

Spectrum Licenses — Spectrum licenses primarily include owned spectrum licenses with indefinite lives, owned spectrum licenses with definite lives, and
favorable spectrum leases. Indefinite lived spectrum licenses acquired are stated at cost and are not amortized. While owned spectrum licenses in the United
States are issued for a fixed time, renewals of these licenses have occurred routinely and at nominal cost. Moreover, we have determined that there are currently
no legal, regulatory, contractual, competitive, economic or other factors that limit the useful lives of our owned spectrum licenses and therefore, the licenses are
accounted for as intangible assets with indefinite lives. The impairment test for intangible assets with indefinite useful lives consists of a comparison of the fair
value of an intangible asset with its carrying amount. 1{ the carrying amount of an intangible asset exceeds its fair value, an impatrment loss will be recognized in
an amount equal to that excess. The fair value is determined by estimating the discounted future cash flows that are directly associated with, and that are
expected to arise as a direct result of the use and eventual disposition of, the asset. Spectrum licenses with indefinite useful lives are assessed for impairment
annually, or more frequently, if an event indicates that the asset might be impaired. We had no impairment of our indefinite lived intangible assets in any of the
periods presented.

Spectrum licenses with definite wseful lives and favorable spectrum leases are stated at cost, net of accumulated amortization, and are assessed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. The carrying value of the definite
lived licenses and spectrum leascs are amortized on a straight-line basis over their estimated useful lives or lease term, including expected renewal periods, as
applicable. There were no impairment losses for spectrum licenses with definite useful lives and favorable spectrum leases in the years ended December 31, 2009,
2008 and 2007.

Other Intangible Assets — Other intangible assets consist of subscriber relationships, trademarks and patents, and are stated at cost net of accumulated
amottization, for those other intangible assets with definite lives. Amortization is calculated using either the straight-line method or an accelerated method over
the assets’ estimated remaining useful lives. Other intangible assets are assessed for impairment whenever events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable. There were no impairment losses for our other intangible assets in the years ended December 31, 2009, 2008
and 2007,

Derivative instruments and Hedging Activities — 1n the normal course of business, we may be exposed to the effects of interest rate changes. We have
limited our exposure by adopting established risk management policics and procedures, including the use of derivative instruments. It is our policy that derivative
transactions are executed only to manage exposures arising in the normal course of business and not for the purpose of creating speculative positions or trading.
We record all derivatives on the balance sheet at fair value as either assets or liabilities. The accounting for changes in the fair value of derivatives depends on
the intended use of the derivative and whether it qualifies for hedge accounting. Our derivative instruments are undesignated, with changes in fair value
recognized currently in the consolidated statement of operations. See NMote 11, Derivative Instruments, for further information.

Debt Issuance Costs — Debt issuance costs are initially capitalized as a deferred cost and amortized to interest expense under the effective interest method
over the expected term of the related debt. Unamortized debt issuance costs related to extinguishment of debt are expensed at the time the debt is extinguished
and recorded in other income (expenses), net in the consclidated statements of operations. Unamortized debt issuance costs are recorded in other assets in the
consolidated balance sheets.
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Interest Capitalization — We capitalize interest related to our owned spectrum licenses and the related construction of our network infrastructure assets.
Capitalization of interest commences with pre-construction period administrative and technical activities, which includes obtaining leases, zoning approvals and
building permits, and ceases when the construction is substantially complete and available for use (generally when a market is launched). Interest is capitalized
on construction in progress and spectrum licenses accounted for as intangible assets with indefinite useful lives. Interest capitalization is based on rates
applicable to borrowings outstanding during the period and the balance of qualified assets under construction during the period. Capitalized interest is reported
as a cost of the network assets and depreciated over the useful life of those assets.

Income Taxes — We record deferred income taxes based on the estimated future tax effects of differences between the financial statement and tax basis of
assets and liabilities using the tax rates expected to be in effect when the temporary differences reverse. Deferred tax assets are also recorded for net operating
loss, capital loss, and tax credit carry forwards. Valuation allowances, if any, are recorded to reduce deferred tax assets to the amount considered more likely than
not to be realized. We also apply a recognition threshold that a tax position is required to meet before being recognized in the financial statements,

Revenue Recognition — We primarily ¢arn revenue by providing access to our high-speed wireless network. Also included in revenue are [eases of CPE
and additional add-on services, including personal and business email and static Internet Protocel. Revenue from customers is billed one month in advance and
recognized ratably over the contracted service period. Revenues associated with the sale of CPE and other equipment to customers is recognized when title and
risk of loss is transferred to the customer. Shipping and handling costs billed to customers are classified as revenue. Activation fees charged to the customer are
deferred and recognized as revenues on a straight-line basis over the average estimated life of the customer relationship of 3 years.

Revenue arrangements with multiple deliverables are divided into separate units of accounting based on the deliverables’ relative fair values if the there is
objective and reliable evidence of fair value for all deliverables in the arrangement, When we are the primary obligor in a transaction, are subject to inventory risk,
have latitude in establishing prices and selecting suppliers, or have several but not all of these indicators, gross revenue is recorded. If we are not the primary
obligor and amounts carned are determined using a fixed percentage, a fixed-payment schedule, or a combination of the two, we record the net amounts as
commissions earned. Promotional discounts treated as cash consideration are recorded as a reduction of revenue.

Advertising Costs — Advertising costs are expensed as incurred or the first time the advertising occurs, Advertising expense was $99.1 million, $7.5 million
and $0 for the years ended December 31, 2009, 2008 and 2007, respectively.

Research and Developmenr — Research and development costs are expensed as incurred. Research and development expense was $6.4 million, $350,000
and 30 for the years ended December 31, 2009, 2008 and 2007, respectively.

Net Loss per Share - Basic net loss per common share is computed by dividing loss attributable to commen stockholders by the weighted-average
number of common shares outstanding during the period. Diluted net loss per common share is computed by dividing loss attributable to common stockholders
by the weighted-average number of common shares and dilutive common stock equivalents outstanding during the period. Common stock equivalents typically
consist of the commeon stock issuable upon the exercise of outstanding stock optiens, warrants and restricted stock using the treasury stock method. The effects
of potentially ditutive common stock equivalents are excluded from the calculation of diluted loss per share if their effect is antidilutive. We have two classes of
common stock, Class A and Class B, See Note 16, Net Loss Per Share, for further information.
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Share-Based Compensation — The estimate of share-based compensation expense requires complex and subjective assumptions, including the stock price
volatility, employee exercise patterns (expected life of the options), future forfeitures, and related tax effects, Share-based compensation ¢xpense on new awards
and for awards modified, repurchased, or cancelled is based on the estimated grant-date fair value, using the Black-Scholes aption pricing model, and is
recognized, net of a forfeiture rate on those shares expected to vest over a graded vesting schedule on a straight-ling basis over the requisite service period for
cach separately vesting portion of the award as if the award was, in substance, multiple awards,

Operating Leases — We have operating leases for spectrum licensss, towers and certain facilities, and equipment for use in our operations. Certain of our
spectrum licenses are leased from third-party holders of Educational Broadband Service, which we refer to as EBS, spectrum licenses granted by the FCC. EBS
licenses authorize the provision of certain communications services on the EBS channels in certain markets throughout the United States. We account for these
spectrum leases as executory contracts which are similar to operating leases. Signed leases which have unmet conditions required to become effective are not
amortized until such conditions are met and are included in spectrum licenses in the accompanying consolidated balance sheets, if such leases require upfront
payments. For leases containing scheduled rent escalation clauses, we record minimum rental payments on a straight-line basis over the term of the lease,
including the expected renewal periods as appropriate. For leases containing tenant improvement allowances and rent incentives, we record deferred rent, which
is a liability, and that defesred rent is amortized over the term of the lease, including the expected renewal periods as appropriate, as a reduction to rent expense.

Foreign Currency — Qur international subsidiaries generally use their local currency as their functional currency. Assets and liabilities are transjated at
exchange rates in effect at the balance sheet date. Resulting translation adjustments are recorded within accumulated other comprehensive income {loss). Income
and expense accounts are translated at the average monthly exchange rates. The effects of changes in exchange rates between the designated functional
currency and the currency in which a transaction is denominated are recorded as foreign currency transaction gains (losses) and recorded in the consolidated
statement of operations.

Concentration of Risk -~ We believe that the geographic diversity of our customer base and retail nature of our product minimizes the risk of incurring
material losses due to concentrations of credit risk.

Recent Accounting Pronouncements

In June and December 2009, the Financial Accounting Standards Board, which we refer to as the FASB, issued new accounting guidance that amends the
consolidation guidance applicable to variable interest entities. The amendments will affect the overall consolidation analysis under the current accounting
guidance. The new accounting guidance is effective for fiscal years and interim periods beginning after November 15, 2009. We are cutrently evaluating the
impast of the new guidance on our financial condition and results of operations,

In August 2009, the FASB issued new accounting guidance for the fair value measurement of liabilities when a quoted price in an active market is not
available. We adopted the new accounting guidance on October 1, 2009. The adoption did not have any impact on our financial condition or results of
operations.

In October 2009, the FASB issued new accounting guidance thal amends the revenue recognition for muitiple-element arrangements and expands the
disclosure requirements related to such arrangements. The new guidance amends the criteria for separating consideration in multiple-deliverable arrangements,
establishes a selling price hierarchy for determining the selling price of a deliverable, eliminates the residual method of allocation, and requires the application of
relative selling price method in allocating the arrangement consideration to all deliverables. The new accounting guidance is effective for fiscal years beginning
after June 15, 2010. We are currently evaluating the impact of the new guidance on our financial condition and results of operations.
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In January 2010, the FASB issued new accounting guidance that requires new disclosures related to fair value measurements. The new guidance requires
separate disclosure for transfers between Level 1 and 2 and the activities in Level 3 reconciliation on a gross basis. The new accounting guidance is effective for
fiscal years and interim periods beginning after December 15, 2009, except for the new disclosures related to Level 3 activities, which are effective for fiscal years
and interim periods beginning afier December 15, 2010. The new accounting guidance only amended the disclosure requirements related to fair value
measurements, therefore we do not expect the adoption to have any impact on our financial condition or results of operations.

3. Strategic Transactions
Private Placement

On November 9, 2009, we entered into an investment agreement, which we refer to as the Investment Agreement, with each of Sprint, Comcast Corpotation,
which we refer to as Comcast, Inte] Corporation, which we refer to as Intel, Time Wamer Cable Inc., which we refer to as Time Wamer Cable, Bright House
Networks, LLC, which we refer to as Bright House, and Eagle River Holdings LLC, which we refer to as Eagle River, who we collectively refer to as the
Participating Equityholders, providing for additional equity investments by the Participating Equityholders and new debt investments by certain of these
investors. The Investment Agreement sets forth the terms of the transactions pursuant to which the Participating Equityholders will invest in Clearwire
Communications an aggregate of approximatcly $1.564 billion in exchange for 213,369,711 shares of Clearwire Communications non-voting Class B equity interests
and Clearwire Communications voting interests, which we refer to as the Private Placement, and the investment by certain of the Participating Equityholders in
senior secured notes, discussed below, which we refer to as the Rollover Notes, in replacement of equal amounts of indebtedness under the senior term loan
facility that we assumed from Old Clearwire, which we refer to as the Senior Term Loan Facility.

Additionally, on November 24, 2009, Clearwire Communications completed an offering of $1.85 billion 12% senior secured notes due 2015 (including the
Rollover Notes), followed by a second offering of $920 million 12% senior secured notes due 2015 that closed on December 9, 2009, which we refer to collectively
as the Senior Secured Notes. See Note 10, Long-term Debt.

The Private Placement was to be consummated in three closings. On November 9, 2009, the Participating Equitvholders contributed in aggregate
approximately $1.057 billion in cash in exchange for 144,231,268 Clearwire Communications non-voting Class B equity interests, which we refer to as Clearwire
Communications Class B Common Interests, and Clearwire Communications voting interests, which we refer to as Clearwire Communications Voting Interests, pro
rata based on their respective investment amounts. We refer to this closing as the First Investment Closing. On December 21, 2009, the Participating
Equityholders contributed in aggregate approximately $440.3 million in cash in exchange for 60,066,822 Clearwire Communications Class B Common Interests and
Clearwire Communications Voting Interests. We refer to this closing as the Second Investment Closing, The remaining approximately $66.5 million to be
contributed under the Investment Agreement will close when certain financial information is provided to Sprint for use in its financial repotting with respect to the
fiscal year ending December 31, 2009. We refer to the consummation of this purchase as the Third Investment Closing.
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In the Private Placement, the Participating Equityholders agreed to invest in Clearwire Communications a total of $1.564 billion in exchange for Clearwire
Communications Class B Common Interests and Clearwire Communications Voting Interests in the following amounts (in millions, except for Interests);

Investor Investment Interests

Sprint E L] L1760 5w 160,436,562
Comcast i 196.0 26,739,427
Time Warner Cable 2 103.0. - 14,051,841
Bright House ) 19.0 2,592,087
intel. . S CUtlon e WENLG il LA TRt i LT D00 6,821,282
Eagle River 20.0 2,728,512

Immediately following the receipt by the Participating Equityholders of Clearwire Communications Class B Common Interests and Clearwire
Communications Voting Interests, each of the Participating Equityholders agreed to contribute to Clearwire its Clearwire Communications Voting Interests in
exchange for an equal number of shares of Clearwire’s Class B common stock, par value $0.0001 per share, which we refer to as Class B Common Stock.

Under the Investment Agreement, in exchange for the purchase by Sprint, Comecast, Time Warner Cable and Bright House of Clearwire Communications
Class B Common [nterests and Clearwire Communications Voting Interests in amounts exceeding certain amounts stipulated in the Investment Agreement,
Clearwire Communications agreed to pay a fee, which we refer to as an Over Allotment Fee, equal to the following amounts. Such fee is payable in cash, or
Clearwire Communications Class B Common Interests and Clearwire Communications Voting Interests, at the option of the Participating Equityhelder:

lnvesior Over Allotment Fee
Comecast 3 3,135511
Time Warner Cable Fa ) 1,659,287
Bright House $ 315,325

At the Second Investment Closing, Clearwire Communications delivered a portion of the Over Allotment Fee, $6.9 million in cash and $9.5 million in
Clearwire Communications Class B Common Interests, valued at $7.33 per interest, and an equal number of Clearwire Communications Voting Interests to Sprint,
$2.7 million in cash to Comcast, $1.4 million in cash to Time Warner Cable and $275,000 in cash to Bright House. The remaining Over Allotment Fee of $3.2 million
will be paid in cash or Clearwire Communications Class B Common Interests and Clearwire Communications Voting Interests at the Third Investment Closing,

Immediately after the Third Investment Closing, Sprint will own 71.5% of the Class B Common Stock, Comcast will own 11.9% of the Class B Common
Stock, Time Wamer Cable will own 6.2% of the Class B Common Stock, Bright House will own 1.1% of the Class B Common Stock, Intel will own 8.9% of the
Class B Common Stock and Eagle River will own 0.4% of the Class B Common Stock. These percentages include 1,287,785 of Clearwire Communications Class B
Common Interests and Clearwire Communications Voting Interests to be issued to Sprint, as Sprint has agreed to accept half of its Over Allotment Fee in
Clearwire Communications Class B Common Interests,

Clearwire holds all of the outstanding Clearwire Communications non-voting Class A equity interests, which we refer to as Clearwire Communications
Class A Common Interests, and all the outstanding Clearwire Communications Voting Interests, representing 21.1% of the economics and 100% of the voting
rights of Clearwire Communications as of December 31, 2009.
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The following tabie lists the interests in Clearwire as of December 31, 2009:

Class A Common

Class B Common

Class A Stock % Class B Common Stock % Total %

Investor Common Stock Ouistanding Stock(l Quistanding o Total - Ouistanding
Sprint” . - S ST DTES% 5247328330000 s 564%
Comeast — — 87,367,362 11.9% 87,367,362  9.4%
Time Wamer Cable .- ==& fh — 45807398 - T 6.2% 045,807,398 -
Bright House — — 8364243 L1%  B364243
Intel -~ "~ 136,666,666 . o 18:6%:: < 65,354,8205 7 $.9% 1 E 102,021,486
Eagle River 35,922,958 18.3% 2,612,516 0.4% 38,535,474
GoogleIng. .- - 29411765 . 14.9%: R L A ] — TR 20417650 0 A%
Other Shareholders _ 94,177,001 47.5% — - 94,177,091 10.1%
CW InvestmentHoldings LLC - “o 588235 i QA% G P g S 588235 Q%

196,766,715 100.0% 734,238 872 100.0% 931,005,587 100.0%

(1) The helders of Class B Common Stock hold an equivalent number of Clearwire Communications Class B Common [nterests.

Sprint and the Investors, other than Google, Inc, which we refer to as Google, own shares of Class B Common Stock, which have equal voting rights to
Clearwire’s Class A, $0.0001 par value, common stock, which we refer to as Class A Common Stock, but have only limited economic rights, Unlike the holders of
Class A Common Stock, the holders of Class B Common Stock, have no right to dividends and no right to any proceeds on liquidation other than the par value of
the Class B Common Stock. Sprint and the Investors, other than Google, hold their economic rights through ownership of Clearwire Communications Class B
Common Interests. Google owns shares of Class A Common Stock.

Under the Investment Agreement, Clearwire committed to a rights offering, pursuant o which rights to purchase shares of Class A Common Stock were
granted to each holder of Class A Commeon Stock along with certain participating securities as of December 17, 2009, which we refer to as the Rights Offering. We
distributed subscription rights exercisable for up to 93,903,300 shares of Class A Common Stock. Each subscription right entitled a sharcholder to purchase
0.4336 shares of Class A Common Stock at a subscription price of $7.33 per share. The subscription rights will expire if they are not exercised by June 21, 2010.
The Participating Equityholders and Google waived their respective rights to participate in the Rights Offering with respect to shares of Class A Common Stock
they each hold as of the applicable record date.

Business Combinations

On the Closing, Old Clearwire and the Sprint WiMAX business combined to form a new independent company, Clearwire. The Investors contributed a total
of $3.2 billion of new equity to Clearwire and Clearwire Communications. In exchange for the contribution of the Sprint WiMAX business and the $3.2 billion,
Sprint and the lnvestors received an aggregate of 25 million shares of Class A Common Stock, par value $0.0001 per share, and 505 million shares of Class B
Common Stock, par value $0.0001 per share, and an equivalent number of Clearwire Communications Class B Common [nterests, at an initial share price of $20 per
share.

The number of shares issued to the Investors was subject to a post-closing adjustment based on the trading prices of the Class A Common Stock on
NASDAQ Global Select Market over 15 randomly-selected trading days during the 30-day pericd ending on the 30th day after the Closing, which we refer to as
the Adjustment Date, with a floor of $17.00 per share and a cap of $23.00 per share. The adjustment resulted in an additional 28,235,294 shares being issued to the
Investors on February 26, 2009. The adjustment did not affect the purchase

F-59




Table of Contents

CLEARWIRE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -~ (Continued)

consideration; however it did result in an equity reallocation of $33.6 million to the non-controlling interests. On February 27, 2009, CW Investment Holdings LLC,
which we refer to as CW Investment Holdings, an affiliate of John Stanton, a director of Clearwire, contributed $10.0 million in cash in exchange for 588,235 shares
of Class A Common Stock. Concurrent with the Closing, we entered into commercial agreements with each of the Investors, which establish the framework for
development of the combined WiMAX businesses.

The combination was accounted for as a purchase and as a reverse acquisition with the Sprint WiMAX Business considered the accounting acquirer. As a
result, the historical financial statements of the Sprint WiMAX Business have become the financial statements of Clearwire effective as of the Closing.

Purchase Consideration

As a result of the Transactions, we acquired Old Clearwire’s net assets and each share of Old Clearwire Class A common stock was exchanged for one
share of Class A Common Stock, and each option and warrant to purchase shares of Old Clearwire Class A Common Stock and each share of restricted stock was

exchanged for an option or warrant to purchase the same number of shares of Class A Commeon Stock, or a restricted share of Class A Common Stock, as
applicable,

Purchase consideration was based on the fair value of the Old Clearwire Class A common stock as of the Closing, which had a closing price of $6.62 on
November 28, 2008.

The total purchase consideration to acquire Old Clearwire is approximately $1.12 billion, calculated as follows (in thousands, except per share amount).

Number of shares of Old Clearwire Class A common stock exchanged in the Transactions . 164,484
Closing price per share of Old Clearwire Class A common stock 3 6.62
Fair value of Qld Clearwire Class A common stock exchanged 1,088,884
Fair value adjustment for Old Clearwire stock options exchanged 38,014
Fair value adjustment for restricted stock units exchanged 1,398
Fair value adjustment for warrants exchanged 18,490
Transaction costs i 51,546
Purchase consideration for Old Clearwire before settlement loss 1,198,332
Less: net loss from settiement of pre-existing relationships {80,573)
Purchase consideration for Old Clearwire $ 1,117,759

Purchase Price Allocation

The total purchase consideration was allocated to the respective assets and liabilities based upon their estimated fair values on the date of the acquisition.
At the date of acquisition, the estimated fair value of the net assets acquired exceeded the purchase price; therefore, no goodwill is reflected in the purchase price
allocation. The excess of estimated fair value of net assets acquired over the purchase price was allocated to eligible non-current assets, specifically property,
plant and equipment, other non-current assets and intangible assets, based upon their relative fair values.

During 2009, we finalized the allocation of the purchase consideration to the identifiable tangible and intangible assets acquired and liabilities assumed of
Old Clearwire. In connection therewith, there was a reduction in the amount allocated to consolidated property, plant and equipment of approximately
$11.3 million, and a corresponding increase in the amount allocated to spectrum, primarily based on the receipt of additional information and final appraisal
valuations. The following table sets forth the final allocation of the purchase
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consideration to the identifiable tangible and intangible assets acquired and liabilities assumed of Old Clearwire, including the allocation of the excess of the
estimated fair value of net assets acquired over the purchase pnce (in thousands)

i 8 128833
393 ,351

Working capital

Preperty, plant and equ:pment

Other non-current assets - T L &
Spectrum licenses
Intangible assets
Term debt

Deferred tax Hability 52 B
Other non-current I1ab111t1es and non-controlhng lntcrests

Total:purchase price -

The following table includes the amounts assigned and estimated remaining useful lives for each class of property, plant and equipment (in thousands):

Value Estimated Remaining
Assigned Useful Life

2.2 o 3 °° o s . oo wmg .. . A (Years)
Nétwork and base station equipment U S oTeal T el st w87 116,029 :
Customer premise equipment _ ) 19,886
Fumiturg, fixtures and-equipment . RPCLIE Kb . F O T28595
Leaschold improvements _ o g B e : el T TR T Tt
Construction in progress 221 717

. : ' ' ptee. o U gnhm e s g .3935551'.

The following table includes the amounts assigned and estimated weighted average remaining useful lives for owned and leased spectrum licenses (in
thousands):

Weighted Average
Value Remaining Useful
Assigned Life
s o : Gpo 223G Weh Do (Years}
Indefinitedived owned spectrum TollmoeslE 0 TRRL VR 486,028 T BT Indefimite

Definite-lived owned spectrum - - - . ._ R 120915 S L8
Spectit loases - L ) g ° o o2 i o i

$ 1 644i825

The following table includes the amounts assigned and estimated weighted average remaining uscful lives for each class of intangible assets (in
thousands):

Value Weighted Average
Assigned Remaining Useful Lile
(Years)

Subscriber relationships DT i HO o 118,869

Trade names and trademarks 3,804
A——
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Net Loss From Sertlement of Pre-existing Relationships

Before the Closing, Sprint leased spectrum to Old Clearwire through various spectrum lease agreements. As part of the Transactions, Sprint contributed
both the spectrum lease agreements and the spectrum assets underlying those agreements to our business. As a result of the Transactions, the spectrum lease
agreements were effectively terminated, and the settlement of those agreements was accounted for as a separate clement apart from the business combination,
The settlement gain or loss recognized from the termination was valued based on the amount by which the agreements are favorable or unfavorable to our
business relative to current market rates. The spectrum lease agreements were considered to be unfavorable to our business by approximately $80.6 million on a
net basis. As such, we reduced the purchase consideration paid and recorded a non-recurring expense of approximately $80.6 million, which is included in
transaction related expenses, related to the settlement of the unfavorable spectrum lease agreements in connection with the Transactions.

4, Investments
Investments as of December 31, 2009 and 2008 consist of the following (in thousands);

December 31, 2009 Diecomber 31, 1008
Gross Unrealized Grogs Unrealized
Cost Gains Losses Fair Value Cost Gaing Losses Fair Value
Short-term T T, TEE. . Comm pamie=  SemmmE o v Byl e sy
U.$. Government and Agency Issues § 210658 $ 231 5 (154) 0§ 2106661 5 1899529 § 2220 $ -— § 1901749
Long-term
U.S. Government and Agency 1ssues 74,670 = {154) 74,516 — — - =
Othier debt securities L BSSYU 4212 e 13171 o 1BET4L. e 8974
Total long-term 83,629 4212 (154) £7,687 18,974 — — 18,974
Total livestments S $ 290203 4443708308 8 2194348 $ 1918503, 3 2220 5% . — . $:1920733

For the years ended December 31, 2009 and 2008, we recorded an other-than-temporary impairment loss of $10.0 million and $17.0 million, respectively,
related to our other debt securities.

At December 31, 2009, U.S. Government and Agency Issues securities with an amortized cost basis of $929.9 million had unrealized losses of approximately
$308,000. All of these securities have been in an unrealized loss position for less than two months and the unrealized losses resulted from changes in interest
rates.

Other debt securities include investments in collateralized debt obligations, which we refer to as CDOs, supported by preferred equity securities of
insurance companies and financial institutions with stated final maturity dates in 2033 and 2034. These are variable rate debt instruments whose interest rates are
normally reset approximately every 30 or 90 days through an auction process. As of December 31, 2009, the 1otal fair value and cost of our security interests in
CDOs was $13.2 million and $9.0 million, respectively. The total fair value and cost of our security interests in CDOs as of December 31, 2008 was $12.9 million.
We also own Auction Market Preferred securities issued by a monoline insurance company and these securities are perpetual and do not have a final stated
maturity. In July 2009, the issuer’s credit rating was downgraded to CC and Caa2 by Standard & Poor’s and Moody’s rating services, respectively and the total
fair value and cost of our Auction Market Preferred securities was written down to $0. The total fair value and cost of our Auction Market Preferred securities as
of December 31, 2008 was $6.1 million. Current market conditions do not allow us to estimate when the auctions for our other debt securities will resume, if ever, or
if a secondary market will develop for these securities. As a result, our other debt securities are classified as Jong-term invesiments.
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The cost and fair value of investments at December 31, 2009, by contractual years-to-maturity, are presented below {in thousands).

Diie within one yéar oo
Due between one and five years
Due inter years or greater
Total

5. Property, Plant and Equipment

Property, plant and equipment as of December 31, 2009 and 2008 consisted of the following (in thousands):

Network and base station equipment:

Customer premise equipment

Futniture, fixtures and equipment

Leasehold improvements
Construction in progress

Less: accumulated depreciation and amortization

Supglemental information (in thousands):

Capitalized interest
Depreciation expense

6. Spectrum Licenses

o Cost Fair Value
0§ 02,106,584 0 852,106,661
74,670 74,516
g 989 13171

$  2,190213

§ 2194348

Useful December 31,

Lives (Years) 2009 2008
________ 5418 $ 901,814 - 1§ °-353,752
2 60,108 23,141
SL3RT il e TH216,598 T - 167,325

Lesser of useful o o

S life'orlease term o T ARI28 i T 12,786
N/A 1,623,703 823,193
. . TT3.820.351 TR

(223.831)

Year Ended December 31,

2009 1008 2007

§ 140168  § 4469

Owned and leased spectrum licenses as of December 31, 2009 and 2008 consisted of the following (in thousands):

Indefimtedived owned spectrum
Definiteived owned spectrum
Spectrum feases. snd prepaid specirum
Pending spectrum and transition costs
Total spectruni_licenses '

Wid Avg
Lease Life

December 31, 2009

$ 5481100008393

December 31, 2008

Indefinité -2 ¥

16-20 years
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Gross Carrying Accumulated Net Carrying Gross Carrying Accumulated Net Carrying
Value Amortization VYalue Value Amortization Value
3,082,400 50758 i $0 3,082,400 $R035473 8 LT~ $53,035,473
118,069 (6,268, V11,801 112,303 R LL))] __l_l_l_!32_9=
1,323,405 62,931, 1,260,468 R 1,270,058 ¢ SLLETE5039 1,265,019
40,464 — 40,464 60,041 — 60,041
LASEAEIINE C § (69.205) .. [ §-4,495734 $ 4477875 0 (8o {6013) $ 4471862
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Indefinite and Definite-lived Owned Spectrum Licenses — Spectrum licenses, which are issued on both a site-specific and a wide-area basis, authorize
wireless carriers to use radio frequency spectrum to provide service to certain geographical areas in the United States and internationally. These licenses are
generally acquired as an asset purchase or through a business combination. In some cases, we acquire licenses directly from the governmental authority in the
applicable country. These licenses are considered indefinite-lived intangible assets, except for the licenses acquired in Poland, Spain, Germany and Romania,
which are considered definite-lived intangible assets due to limited license renewal history in these countries.

Spectrum Leases and Prepaid Spectrium — We also lease spectrum from third partics who hold the spectrum licenses. These leases are accounted for as
executory contracts, which are treated like operating leases. Upfront consideration paid to third-party holders of these leased licenses at the inception of a lease
agreement is capitalized as prepaid spectrum lease costs and is expensed over the term of the lease agreement, including expected renewal terms, as applicable.
As part of the purchase accounting for the Transactions, favorable spectrum leases of $1.0 biflion were recorded at the Closing. The favorable companent of the
acquired spectrum leases has been capitalized as an asset and is amortized over the lease term,

Year Ended December 31,
2009 2008 2007

Amortization of prepaid spectrum licenses - Y 7 ¥ T SR S AT I

, ) -
Amartization-of definite-lived owned spectrum =2 BRI R R = A S -1 oA s
Consideration paid relating to owned spectrum licenses:
Cash™ 7 oo e ENEN e LR R e 08 468000 o7 108,265 S - 352,205
Stock (Sprint) $ = $ 4,000 $ 100,000

Based on the definite-lived spectrum licenses and favorable spectrum leases as of December 31, 2009, future amortization of spectrum licenses, spectrum
leases and prepaid spectrum lease costs (excluding pending spectrum and spectrum transition costs) is expected to be as follows (in thousands):

Spectrum Definite-

Leases and Lived Owned
. o . Prepaid Spectrum . Total
2010 o S o " =% SR el s s 85796 il $..63,505
2011 o 53,956 61,952
pl1] R c Ya AL e BE s e o R emn RO ey 61,787
2013 o 52,802 60,303
w08 SHES CTNpiet, emAEsS o SAERS S g Tl 58960
Thereafter 991,674 1,065,762
Total N e TR it 1 PTTN | '--331!'26(}!4:68: Y k-3¢ ]-11:!-30-lifj: I;

We expect that all renewal periods in our leases will be renewed by us, and that the costs to renew to be immaterial.
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7. Other Intangible Assets
Other intangible assets as of December 31, 2009 and 2008 consisted of the following (in thousands):

December 31, 2009

December 31, 2008

Gross Gross
Carrying Accumulated Net Carrying Carrying Accumulated Net Carrying
. Msefullives ~ _ Value Amortization ~ __ Valwe _ __ Value _ _Amortizstion = __ Valuwe _
Subscriber relationships C g T oyears 0120231 08.007(34,084) OB CIIRTRT % LTR2606) 8 116,181
Trade names and trademarks 5 years 3,804 (824) 2 3804 3,741
Pateriis and other U0 years LnedM64 o iia (578 i 25860 R348 .01l L l(262) . 2.886
Total other intangibles § 127199 &  (35486) % 91,713  § 125739 % (2,931 § 122,808

Based on the other intangible assets recorded as of December 31, 2009, the future amortization is expected to be as follows (in theusands):

2010

2011

2012
2013

2014
Thereafter

Total *

Year Ended December 31,

: 2009 N O
Supplemental laformation (in thousands): = =~ - ol o enaT L " CUEIE o L
Amortization expense $32443 32888 § 43
Consgiderationipaid = -. . oo T 2% L SgET a6 § 992 81316
We evaluate all of our patent renewals on a case by case basis, based on renewal costs.
8. Accounts Payable and Other Current Liabilities
Accounts payable and other current liabilities consisted of the following (in thousands):
December 31,
2019 _ 2008
Accounts payable. © o0 e T Tt S S§.377890 o 3. 78,695
Accrued interest 28670 8,953
Salaries and benefits oo Tl T T e T AL T T e 44326 0 26,337
Business and income taxes payable 25924 7,264
Other -’ L S 50,337. .
§ 527367

9. Income Taxes

We determine deferred income taxes based on the estimated future tax effects of differences between the financial statement and tax bases of assets and

liabilities using the tax rates expected to be in effect when any
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temporary differences reverse or when the net operating loss, capital loss ot tax credit carryforwards are utilized.

Prior to the Transactions, the legal entities representing the Sprint WiMAX Business were included in the filing of Sprint’s consolidated federal and certain
state income tax returns. Income tax expense and related income tax balances were accounted for and presented in the financial statements, as if we were filing
stand-alone separate returns using an estimated combined federal and state marginal tax rate of 39% up to and including the date of the Transactions. We
recorded deferred tax assets related 1o the pre-closing net operating loss and tax credit carryforwards and recorded a valuation allowance against our deferred tax
assets, net of certain schedulable deferred tax liabilities. The net deferred tax liabilities reported in these financial statements prior to the Closing are related to
FCC licenses recorded as indefinite-lived spectrum intangibles, which are not amortized for book purposes. The change to the deferred tax position as a result of
the Closing was reflected as part of the accounting for the acquisition of Old Clearwire and was recorded in equity. The net operating loss and tax credit
carryforwards associated with the Sprint WiMAX Business prior to the Closing were not transferred to either Clearwire Communications or Clearwire, but instead
were retained by Sprint.

The income tax provision consists of the following for the years ended December 31, 2009, 2008 and 2007 (in thousands):

Year Ended December 31,

2009 2008 2
Current taxes; - ST : S . ot & it RTINS T T L
Intermational _ _ 5389y 5§ 325 3
Federal = - o L. ML T L R e T e TR — L T
State 148 — —
. Total current taxes - g o . R e aage o ¢ R & : SOAy A Tars L T =
Deferred taxes: o _ _
Intemational L s U083 i - (87) L
Federal } L = 51,686
State ) : B0 Bmno o T cT LT mRED e T el G683

Total deferred taxes 953 61,282

Income tax provision I A ST Bl T R R $1B - $61EB0FE

The Sprint WiMAX Business incurred significant deferred tax liabilities related to the indefinite-lived spectrum licenses. Since certain of these spectrum
licenses acquired were recorded as indefinite-lived intangible assets for book purposes, they are not subject to amortization and therefore we could not estimate
the amount of future period reversals, if any, of the deferred tax liabilities related to those spectrum licenses, As a result, the valuation allowance was increased
accordingly and we continued to amortize acquired spectrum licenses for federal income tax purpose. The difference between book and tax amortization resulted
in a deferred income tax provision prior to the Closing.

F-66




Table of Contents

CLEARWIRE CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Components of deferred tax assets and liabilities as of December 31, 2009 and 2008 were as follows (in thousands):

December 31,
Noncurrent deferréd tax. assets: s 2T - TR S P S Wl ] : o o B Tom ki B o
~ Net operating loss carryforward $ 718,853 $ 590,767
.:Capital loss carry forward TN AR I e T T 62300 T 18

Other assets 13,573 3,519

Total deferfed tax assets T »Bory A7 sy ofhos | mEwe S oo ot i g

Valuation allowance

Net deferred tax assets TFe= LTL Y

Noncurrent deferred tax liabilities:

2 [nvéstment in Clearwire Communications © 77 8
_Spectrum licenses

s+ Otherintangible assets - - -~ . . o s £ seiead e o An

Other
Total dCfCrde ta_X ]iabi]'itics' . R LA -.; S ::--:: e - 171,8:454_;_5;.;::.
Net deferred tax liabilities $ 6353

Pursuant 1o the Transactions, the assets of Old Clearwire and its subsidiaries were combined with the spectrum and certain other assets of the Sprint
WiMAX Business. In conjunction with the acquisition of Old Clearwire by the Sprint WiMAX Business, these assets along with the $3.2 billion of capital from
the Investors were contributed to Clearwire Communications. Clearwire is the sole holder of voting interests in Clearwire Communications. As such, Clearwire
controls 100% of the decision making of Clearwire Communications and consolidates 100% of its operations. Clearwire Communications is treated as a
partnership for United States federal income tax purposes and therefore does not pay income tax in the United States and any current and deferred tax
consequences arise at the partner level, including Clearwire. Other than balances associated with the non-United States operations, the only temporary difference
for Clearwire after the Closing is the basis difference associated with our investment in the partnership. Consequently, we recorded a deferred tax liability for the
difference between the financial statement carrying value and the tax basis we hold in our interest in Clearwire Communications ags of the date of the Transactions.

As of December 31, 2009, we had United States federal tax net operating loss carryforwards of approximately $1.6 billion. A portion of the net operating loss
carryforward is subject to certain annual limitations imposed under Section 382 of the Internal Revenue Code of 1986. The net operating loss carryforwards begin
to expire in 2021. We had $386.4 million of tax net operating loss carryforwards in foreign jurisdictions; $234.2 million have no statutory expitation date,
$130.5 million begins to expire in 2015, and the remainder of $21.7 million begins to expire in 2010,

We have recorded a valuation allowance against our deferred tax assets to the extent that we determined that it is more likely than not that these items will
either expire before we are able to realize their benefits or that future deductibility is uncertain. As it relates to the United States tax jurisdiction, we determined
that our temporary taxable difference associated with our investment in Clearwire Communications will reverse within the carryforward period of the net operating
losses and accordingly represents relevant future taxable income.
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The income tax rate computed using the federal statutory rates is reconciled to the reported effective income tax rate as follows:
YVear Ended December 31,

2003 2008 Ll
Federal statutory income tax rate - 35.0% 35.0% 35.0%
State income taxes (net of federal benefit) 0.8 (1.5)
Non-controlling interest i LR B0 8998 o, S e T T (28 0 e
Other, net 07 02
Valuation allowance Sl UUERRER T e T L T (10 803 1“2_2)
Effective income tax rate ﬂ)% L_.)% _‘L._)%

We file income tax retums for Clearwire and our subsidiaries in the United States Federal jurisdiction and various state and foreign jurisdictions. As of
December 31, 2009, the tax returs for Old Clearwire for the years 2003 through 2008 remain open to examination by the Internal Revenue Service and various state
tax authorities. In addition, Old Clearwire acquired United States and foreign entities which operated prior to 2003. Most of the acquired entities generated losses
for income tax purposes and certain tax returns remain open to examination by United States and foreign tax authorities for tax years as far back as 1998,

Our policy is to recognize any interest related to unrecognized tax benefits in interest expense or interest income. We recognize penalties as additional
income tax expense. As December 31, 2009, we had no uncertain tax positions and therefore accrued no interest or penalties related to uncertain tax positions,

10. Long-term Debt
Long-term debt at December 31, 2009 and 2008 consisted of the following (in thousands):

December 31,
2009 2008
Senior Secured Notes and Rollover Notes, due in 20135, interest due-bi-annually = . . G e S TATAY e e e
Senior Term Loan Fagility, due in 2011, 1% ofprmc:pal due annua]ly resldual al matunty = ) i 364 790
Less: current portion Ry, : = e [T L D T 4.062)

$ 2714731 S 1,350,498

Total long-term debt

Senior Secured Notes and Rollover Notes — On November 24, 2009, we issued 31.60 billion in 12% Senior Secured Notes due 2015 for cash proceeds of
$1.57 biilion, net of debt discount. We used $1.16 billion of the proceeds to retire our Senior Term Loan Facility and recognized a gain on extinguishment of debt
of $8.3 million, net of transaction costs. The Senior Secured Notes provide for bi-annval payments of interest in June and December, beginning in June 2010, and
bear interest at the rate of 12% per annum. In connection with the issuance of the Senior Secured Notes, on November 24, 2009, we also issued $252.5 millien of
Roltover Notes to Sprint and Comcast with identical terms as the Senior Secured Notes. The proceeds from the Rollover Notes were used in 2009 to retire the
principai amounts owed to Sprint and Comcast under our Senior Term Loan Facility.

On December 9, 2009, we issued an additional $920 million in Senior Secured Notes with the same terms as the Senior Secured Notes issued on
November 24, 2009, which resulted in cash proceeds of $901.1 million, net of debt discount.
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As of December 31, 2009, $2.71 billion in aggregate principal amount was outstanding under the Senior Secured Notes and Rollover Notes, The weighted
effective interest rate of the Senior Secured Notes and Rollover Notes was 13.02% at December 31, 2009.

The holders of the Senior Secured Notes and Rollover Notes have the right 1o require us to repurchase all of the notes upon the occurrence of a change of
control event or a sale of certain assets at a price of 101% of the principal amount or 100% of the principal amount, respectively, plus any unpaid accrued interest
to the repurchase date. Prior to December 1, 2012, we may redeem up to 35% of the aggregate principal amount of the Senior Secured Notes at a redemption price
of 112% of the aggregate principal amount, plus any unpaid accrued interest to the repurchase date. After December 1, 2012, we may redeem all or a part of the
Senior Secured Notes by paying a make-whole premium as stated in the terms, plus any unpaid accrued interest to the repurchase date.

Our payment obligations under the Senior Secured Notes and Rollover Notes are guaranteed by certain domestic subsidiaries on a senior basis and
secured by certain assets of such subsidiaries on a first-priority lien. The Senior Secured Notes and Rollover Notes contain iimitations on our activities, which
among other things include incurring additional indebtedness and guarantee indebtedness; making distributions or payment of dividends or certain other
restricted payments or investments; making certain payments on indebtedness; entering into agreements that restrict distributions from restricted subsidiaries;
selling or otherwise disposing of assets; merger, consolidation or sales of substantially all of our assets; entering transactions with affiliates; creating liens;
issuing certain preferred stock or similar equity securities and making investments and acquiring assets,

Future payments of interest and principal on our Senior Secured Notes and Rollover Notes, for the remaining years are as follows (in thousands):

Years Ending December 31,

) . o Principat o Interest
000, B Ce T T e i BRI B
2011
2012 , R T = - A
2013 o o |
2,772,494 332,699

2015
B R SR 8L 0TI 898738
Senior Term Loan Facility — In conjunction with the Transactions, we assumed from Old Clearwire the Senior Term Loan Facility, which had a balance as
of the Closing of $1.19 billion, net of discount. The Senior Term Loan Facilily was set to be due in 2011, but was repaid with the proceeds from the Senior Secured
Notes and Rollover Notes. As of December 31, 2008, $1.41 billion in aggregate principal amount was outstanding under the Senior Term Loan Facility.

Interest Expense — Interest expense included in our conselidated statements of operations for the years ended December 31, 2009, 2008 and 2007,
consisted of the following (in thousands):

Year Ended Deceniber 31,

Interest coupon -~ . o SRS R A L N Y 5 R T G 45,453 819347 g

Accretion of debt discount _ _ _ 64,183 1,667 =

Capitalized interest -~ e SRR e e e (40,1683 (4,460) e
$ 69,468 §16,545
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11. Derivative lostruments

During 2009 and 2008, we held two interest rate swap coniracts which were based on 3-month LIBOR with a combined notional value of $600 million. We
used these swaps as economic hedges of the interest rate risk related to a portion of our Senior Term Loan Facility. The interest rate swaps were used to reduce
the variability of future interest payments on our LIBOR based debt. We were not holding these interest rate swap contracts for trading or speculative purposes.
We did not apply hedge accounting to these swaps, therefore the gains and losses due to changes in fair value were reported in other income (expense), net in
our consolidated statements of operations.

The following table sets forth information regarding our interest rate swap coniracts {in thousands):

Type of Notional Receive Pay
Derivative i i o - _ Amount n Maturity Date Index Rate i _ Fized Rate
Swap. 0 sy SR P UE300,000.07 7 3752010
Swap $300,000 3/5/2011
Year Ended
December 31,
Nature of Activity: ) o } o ] 2009
Periodic'swap payment . - .. 10 R, Lecnlies T EMEmL o immmo melomatenn o st 8 (13918)
Unrealized gain on undesignated interest rate swap contracts 6,939
Loss on unidesignated swap contracts, net(1) FRE Y - o AL S L SRR L L . Vi 8 (6978)

(1) Included in Other income {expense), net in the consolidated statements of operations.

We computed the fair value of the swaps using an income approach whereby we estimate net cash flows and discount the cash flows at a risk-based rate.
See Note 12, Fair Value, for further information. We monitor the risk of our nonperformance as well as that of our counterparties on an ongoing basis.

At December 31, 2008, the swap fair value of $21.6 million was reported in other long-term liabilities on our consolidated balance sheet. During the fourth
quarter of 2009, we terminated the swap contracts and paid the swap counterparties $18.4 million which consisted of §14.7 million mark to market losses and
$3.7 million accrued interest.

12. ¥air Value

The following table is a description of the pricing assumptions used for instruments measured and recorded at fair value on a recurring basis, inctuding the
general classification of such instruments pursuant 1o the valuation hierarchy. A financial instrument’s categorization within the valuation hierarchy is based
upon the lowest level of input that is significant to the fair value measurement.

Financial Instrument Hierarchy Pricing Assumpti

Cash equivalents: Money market mutnal funds Level | Market quotes

Short-term investment: U.S. Government and Agency Issues Level | Market quotes

Long-term investment; U.8. Government and Agency [ssues Level | Market quotes

Long-term investment: Other debt securities Levet 3 Discount of forecasted cash flows adjusted for default/loss
probabilities and estimate of final maturity

Derivative: Interest rate swaps Level 3 Discount of forecasted cash flows adjusted for risk of non-
performance
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Cash Equivalents and Investments

Where quoted prices for identical securities are available in an active market, we use quoted market prices to determine the fair value of investment
securities and cash equivalents, and they are classified in Level | of the valuation hierarchy. Level ] securities include U.S. Treasuries and money market mutual
funds for which there are quoted prices in active markets.

For other debt securities which are classified in Level 3, we use discounted cash flow models to estimate the fair value using various methods including the
market and income approaches. In developing these models, we utilize certain assumptions that market participants would use in pricing the investment, including
assumptions about risk and the risks inherent in the inputs to the valuation technique. We maximize the use of observable inputs in the pricing models where
quoted market prices from securities and derivatives exchanges are available and reliable. We also use certain unobservable inputs that cannot be validated by
reference to a readily observable market or exchange data and tely, 1o a certain extent, on management’s own assumptions about the assumptions that market
participanis would use in pricing the security, We use many factors that are necessary to estimate market values, including interest rates, market risks, market
spreads, timing of contractual cash flows, market liquidity, review of underlying collateral and principal, interest and dividend payments.

Derivatives

Derivatives are classified in Level 3 of the valuation hierarchy. To estimate fair value, we use an income approach whereby we estimate net cash flows and
discount the cash flows at a risk-adjusted rate. The inputs include the contractual terms of the derivatives, including the period to maturity, payment frequency
and day-count conventions, and market-based parameters such as interest rate forward curves and interest rate volatility. A level of subjectivity is used to
estimate the risk of cur nen-performance or that of our counterparties,

The foliowing table summarizes our financial assets and liabilities by fevel within the valuation hierarchy at December 31, 2009 (in thousands):

Quoted Significant
Prices in Other Significant
Aclive Observable Unobservable
Markets Inputs Lnputs Total
{Level 1) (Level 2) (Level 3) Fair Value
Financial assets:
Cash and cash equivalents 31,698,017 $ — 3 — 31,698,017
Short-term investments $2,106,661 $ — 3 — $2,106,661
Long-term investments § 74516 $ — $ 13,171 $ 87,687
The following table summarizes our financial assets and liabilities by level within the valuation hierarchy at December 31, 2008 (in thousands):
Quoted Significant
Prices in Other Significant
Active Observable Uncbservable
Markets Inputs Inputs Total
Level 1) (Level 2) {Level 3) Fair Value
Financial assets: |
Cash and cash equivalents $1,206,143 $ — b) — $1,206,143
Short-term investments $1,901,749 $ —_ 5 e $1,901,749
Long-term investments b3 — $ — $ 18974 $ 18974
Financial liabilities:
Interest rate swaps $ — $ = $ 21,591 3 21,591
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The following table provides a reconciliation of the beginning and ending balances for the major classes of assets and liabilities measured at fair value
using significant unobservable inputs (Level 3} (in thousands):

Level 3 Level 3
] Fimancial Assets o Financial Liabilities
Balances acquired from O1d Clearwire _ _ 36,011 _ (15,519
Total losses for 2008 incliided in net loss(1) . - : LR : R (@i IREIEL T 6079
Balance at December 31, 2008 18,974 o ] (21,581}

Total gains {losses) for 2009 included in: ~ =75 i TR o oo HEL C T T gt
Net loss(1)
Othercomprehensive income

Settlements

Balance at December 31, 2009~

Net unrealized losses included in net loss for 2009 relating to financial assets held
at December 31, 2009 § (10,015) $ =

(1) Included in Other income (expense), net in the censolidated statements of operations.

The following is the description of the fair value for financial instruments we hold that are not subject to fair value recognition.

Notes Receivable

Notes receivable with a carrying value of $5.4 million and a fair value of $1.7 million were outstanding at December 31, 2009. Notes receivable with a
carrying value of $4.8 million and a fair value of $1.2 million were outstanding at December 31, 2008. The notes receivable are not publicly traded. The fair value of
these notes is estimated based on the fair value of the underlying collateral.

Debt Instruments

Senior Secured Notes and Rollover Notes with a carrying value of $2.71 billion and an approximate fair value of $2.81 billion were outstanding at
December 31, 2009. To estimate fair value of these notes we used the average indicative price from several market makers.

A Senior Term Loan Facility with a carrying value and an approximate fair value of $1.36 billion was outstanding at December 31, 2008. The Senior Term
Loan Facility was not publicly traded. To estimate fair value of the Senior Term Loan Facility, we used an income approach whereby we estimated contractual
cash flows and discounted the cash flows at a risk-adjusted rate. The inputs included the contractual terms of the Senior Term Loan Facility and market-based
parameters such as interest rate forward curves., A level of subjectivity and judgment was used to estimate credit spread. The Senior Term Loan Facility was
retired in the fourth quarter of 2009.
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13. Commitments and Contingencies

Future minimum payments under obligations listed below (including all optional expected renewal periods on operating leases) as of December 31, 2009, are
as follows (in thousands):

Thereafier,
wcluding all

Total 20842 2013 . 2014 - _renewal periods
I.ong-term debt obligations $ 271724948 B§ T R g §E D T72:494
Interest payments 1,997,139 o333, 332,699 332,699 332,699
Operating lease obligations 16,496,660 214717 <231,757  :233.383-017 0 223,385
Spectrum lease obligations 5,i64.616 127,749 140,806 140,36% 149 860
Spectrum service credits 95672 HG86 L7986 1 Ln 986 R
Signed spectrum agreements 29,983 29983 000 — = = = . =
Network equipment purchase obligations SOAZ2TA4 . AR Al LTED D v e LT _ S
Other purchase obligations 162,474 96,030
Total $017,141782° 8 1.225:853"

Spectrum and operating lease obligations — Our commitments for non-cancelable operating leases consist mainly of leased spectrum license fees, office
space, equipment, and leased sites, including towers and rooftop locations. Certain of the leases provide for minimum lease payments, additional charges and
escalation clauses. Certain of the tower leases specify a minimum number of new leases to commence by December 31, 2011. Charges apply if these commitments
are not satisfied. Leased spectrum agreements have terms of up to 30 years. Operating leases generally have initial terms of five years with multiple renewal
options for additional five-year terms totaling between 20 and 25 years.

Expense recorded related to spectrum and operating leases was as follows (in thousands):

Year Ended December 31,

_ _ 1009 _ 2008 2007
Spectrum lease expense A R S7§ 201,461.75:8772,923 7 0 §.60,05)
Amortization of prepaid spectrum licenses 57,89_8 _ 17,109 —
Total spectrum lease expense ' T eEET e Tt 050 3507 §UQ0E2 e B 00T
Operating lease expense § 245351 $ 51,345 $ 2,000

Other spectrum commitments — We have commitments o provide Clearwire services to certain lessors in launched markets, and reimbursement of capital
equipment and third-party service expenditures of the Jessors over the term of the lease. We accrue a monthly obligation for the services and equipment based on
the total estimated available service credits divided by the term of the lease, The obligation is reduced as actual invoices are presented and paid to the lessors.
During the years ended December 31, 2009 and 2008 we satisfied $779,000 and $76,000, respectively, related to these commitments. The maximum remaining
commitment at December 31, 2009 is $95.7 million and is expected to be incurred over the term of the related lease agreements, which generally range from 15-
30 years.
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As of December 31, 2009, we have signed agreements io acquire approximately $30.0 million in new spectrum, subject to closing conditions. These
transactions are expected to be completed within the next twelve months.

Network equipment purchase obligations — We have purchase commitments with take-or-pay obligations and/or volume commitments for equipment
that ate non-cancelable and outstanding purchase orders for network equipment for which we believe delivery is likely to occur.

Other purchase obligations — We have purchase obligations that include minimum purchases we have committed to purchase from suppliers over time
and/or unconditional purchase obligations where we guarantee to make a minimum payment to suppliers for goods and services regardless of whether suppliers
fully deliver them. They include, among other things, agreements for backhaul, customer devices and IT related and other services. In addition, we are party to
various arrangements that are conditional in nature and create an obligation to make payments only upon the occurrence of certain events, such as the actual
delivery and acceptance of products or services. Because it is not possible to predict the timing or amounts that may be due under these conditional
arrangements, no such amounts have been included in the table above. The table above also excludes blanket purchase order amounts where the orders are
subject to cancellation or termination at our discretion or where the quantity of goods ar services to be purchased or the payment terms are unknown because
such purchase orders are not firm commitments.

AMDOCS Agreement — On March 31, 2009, we entered into a Customer Care and Billing Services Agreement, which we refer to as the AMDOCS
Agreement, with AMDOCS Software Systems Limited, which we refer to as AMDOCS, under which AMDOCS will provide a customized custoimer care and billing
platform, which we refer to as the Platform, to us. In connection with the provision of these services and the establishment of the Platform, AMDOCS will also
license certain of its software to us,

The initial term of the AMDQCS Agreement commences on March 31, 2009 and ends on the earliest to oceur of seven years from the date of the AMDOCS
Agreement (to be extended under certain circumstances relating to conversion of subscribers to the new system) or the termination of the AMDOCS Agreement
pursuant to its terms, as defined. Under the terms of the AMDOCS Agreement, we are required to pay AMDOCS licensing fees, implementation fees, monthly
subscriber fees, and reimbursable expenses. In addition, the AMDOCS Agreement contains detailed terms governing implementation and maintenance of the
Platform; performance specifications; acceptance testing, charges, credits and payments; and warranties. We capitalized $52.9 million in costs incurred during the
application development stage associated with the Platform for the year ended December 31, 2009,

Legal proceedings — As more fully described below, we are invelved in a variety of lawsuits, claims, investigations and proceedings concerning
inteilectual property, business practices, commercial and other matters. We determine whether we should accrue an estimated loss for a contingency in a
particular legal proceeding by assessing whether a loss is deemed probable and can be reasonably estimated. We reassess our views on estimated losses on a
quarterly basis to reflect the impact of any developments in the matters in which we are involved. Legal proceedings are inherently unpredictable, and the matters
in which we are involved often present complex legal and factual issues. We vigorously pursue defenses in legal proceedings and engage in discussions where
possible to resolve these matters on terms favorable (o us. It is possible, however, that our business, financial condition and results of operations in future
periods could be materially affected by increased litigation expense, significant settlement costs and/or unfavorable damage awards.

On December 1, 2008, Adaptix, Inc., which we refer to as Adaptix, filed suit for patent infringement against us and Sprint in the United States District Court
for the Eastern District of Texas, alleging that we and Sprint infringed six patents purportedly owned by Adaptix. On February 10, 2009, Adaptix filed an Amended
Complaint alleging infringement of a seventh patent. Adaptix alleges that by offering 4G mobile WiMAX services to subscribers in compliance with the 802.16¢
WiMAX standard, and by making, using and/or selling
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the supporting WiMAX network used to provide such WiMAX services, we and Sprint infringe the seven patents. Adaptix is seeking monctary damages,
attorneys’ fees and a permanent injunction enjoining us from further acts of alleged infringement. On February 25, 2009, we filed an Answer to the Amended
Complaint, denying infringement and asserting several affirmative defenses, including that the asserted patents are invalid. We filed an Amended Answer on
June 25, 2009, adding a counter-claim for declaratory judgment of non-infringement and invalidity of the subject patents, A trial is scheduled for December 2010,
and the parties commenced discovery in early 2609. On December 21, 2009, Adaptix filed but did not serve an additional suit for patent infringement in the United
States District Court for the Eastern District of Texas. That suit alleges infringement of one patent related to those asserted in the previously filed suit. We have
not been served and therefore have not appeared in the newly-filed suit, On February 23, 2010, we reached a resolution with Adaptix and Sprint regarding
Adaptix’s patent infringement litigations pending in the United States District Court for the Eastern District of Texas, whereby the pending litigations will be
dismissed without prejudice.

On April 22, 2009, a purported class action lawsuit was filed against us in Superior Court in King County, Washington by a group of five plaintiffs from
Hawaii, Minnesota, North Carolina and Washington. The lawsuit generally afleges that we disseminated false advertising about the quality and reliability of owr
services; imposed an uniawful early termination fee; and invoked unconscionable provisions of our Terms of Service to the detriment of customers. Among other
things, the lawsuit secks a determination that the alleged claims may be asserted on a class-wide basis; an order declaring certain provisions of our Terms of
Service, including the early termination fee provision, void and unenforceable; an injunction prohibiting us from collecting early termination fees and further false
advertising; restitution of any carly termination fees paid by our subscribers; equitable relief, and an award of unspecified damages and attorneys’ fees. On
May 27, 2009, an amended complaint was filed and served, adding seven additional plaintiffs, including individuals from New Mexico, Virginia and Wisconsin. On
June 2, 2009, plaintiffs served the amended complaint. We reimoved the action to the United States District Couwrt for the Western District of Washington. On
July 23, 2009, we filed 2 motion to dismiss the amended complaint. The Court stayed discovery pending its ruling on the motion. The Court granted our motion to
dismiss in its entirety on February 2, 2010. Plaintiffs have 30 days to move the Court for leave to amend the complaint. Whether plaintiffs will seek such leave is
unknowrn,

On September 1, 2009, we were served with a purported class action lawsuit filed in King County Superior Court. The complaint alleges we placed unlawful
telephone calls using automatic dialing and announcing devices. It secks declaratory, injunctive, and/or equitable relief and statutory damages under federal and
state law. On October 1, 2009, we removed the case to the United States District Court for the Western District of Washington. On Octeber 22, 2009, the Court
issued a stipulated order granting plaintiff until October 29, 2009 to file an Amended Complaint. The parties further stipulated to allow a Second Amended
Complaint, which plaintiffs filed on December 23, 2009. We then filed a motion (o dismiss that was fully briefed on January 15, 2010. Prior to the Court ruling on
the motion o dismiss, plaintiff moved the Court for leave to file a2 further amended complaint. On February 22, 2010 the Court granted our motion to dismiss in
part, dismissing certain claims with prejudice and granting plaintiff 20 days to amend the complaint. The Court dismissed plaintiff’s motion for lgave to amend as
moot. This case is in the early stages of litigation, and its outcome is unknown.

In addition to the matters described above, we are ofien involved in certain other procecdings which arise in the ordinary course of business and seek
monetary damages and other relief. Based upon information currently available to us, none of these other claims are expected to have a material adverse effect on
our business, financial condition or results of operations.

Indemnification agreements — We are currently a party to indemnification agreements with certain officers and each of the members of our Board of
Directors. Na liabilities have been recorded in the consolidated balance sheets for any indemnification agreements, because they are not probable nor estimable.
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14. Share-Based Payments

In connection with the Closing, we assumed the Old Clearwire 2008 Stock Compensation Plan, which we refer to as the 2008 Plan, the Old Clearwire 2007
Stock Compensation Plan, which we refer to as the 2007 Plan, and the Old Clearwire 2003 Stock Option Plan, which we refer to as the 2003 Plan. Share grants
generally vest ratably over four years and expire no Jater than ten years after the date of grant. Grants to be awarded under the 2008 Plan will be made available at
the discretion of the Compensation Committee of the Board of Directors from authorized but unissued shares, authorized and issued shares reacquired and held
as treasury shares, or a combination thereof, At December 31, 2009, there were 62,229,805 shares available for grant under the 2008 Plan, which authorizes us to
grant incentive stock options, non-qualified stock options, stock appreciation rights, restricted stock, restricted stock units, and other stock awards to our
employees, directors and consultants. With the adoption of the 2008 Plan, no additional stock options will be granted under the 2007 Plan or the 2003 Plan.

Share-based compensation expense is based on the estimated grant-date fair value of the award and is recognized net of estimated forfeitures on those

shares expected to vest over a graded vesting schedule on a straight-line basis over the requisite service period for each separately vesting portion of the award
as if the award was, in-substance, multiple awards.

Stock Options

In connection with the Transactions, all Old Clearwire stock options issued and outstanding at the Closing were exchanged on a one-for-one basis for
stock options with equivalent terms. Following the Closing, we granted options to certain officers and employees under the 2008 Plan. All options vest over a
four-year peried. The fair value of option grants was estimated on the date of grant using the Black-Scholes option pricing model,

A summary of option activity from January 1, 2007 through December 31, 2009 js presented below:

Weighted-
Average Aggregate
Weighted- Remaining Intrinsic
Average Contractual Value As of
Number of Exercise Term 12/31/2009
o o - _Oglions B Price o (Years) {In millions}
Options outstanding — January 1, 2007 T S e T R A B ° po P ogo
Options outstanding — December 31, 2007 _ - _ o .
Options acquired in purchase accounting — November 28, 2008 TeneET 19093 6145 oS 14380 L ' | gamamalas
Granted 425,000 410
Forfeited : (337,147) 11.64
Exercised ___(9,866) 300
Options outstanding — December 31, 2008 3 19,171,601 $14 636
_ Granted | . o T07S000 430
..~ Forfeited _ PP il CE RS (G ORAL12) s o IS
_Ex_erciscd - (624,758} 3.5
Options outstanding — December 31, 2009 - (RN LX) s o V¥ - KO 1 N It Y- |
Vested and expected to vest — December 31, 2009 19,715,140 § 1145 6.23 $ 22147
E¢S . y ) ' : i . . —
xercisable outstanding —- December 31, 2009 ) i2|066i459 $ 1354 5.21 § 842
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The intrinsic value of options exercised during the years ended December 31, 2009 and 2008 was $2.3 million and §15,000, respectively.
Information regarding stock options outstanding and exercisable as of December 31, 2009 is as follows:

Options Ouistanding Options Exercisable
Weighted
Average
Contractual Weighted Weighted
Life Average Average
Number of Remaining Exercise Number of Exercise
Exercise Prices Options (Years) Price Options Price
$2.25 —$3.00 RPN R T o5 CooBARN9 T Al 8289 L421,199 0289
T 50 o R 3700000 919 303 —
$6.00 ) 3,466,399 4.43 6.00
$6.07—511.03 2,856,699 £32 8.63
$11.15— §16.02 1,380,101 5.46 14.62
TSN U e L BATT899 47 T
$1800—$23.30 L aaseast 660 2035 a8
$23.52— $25.01 AURRTE ST R UG R ma7233 ) U633 LI 2499 T 60258)
$25.33 5,000 7.54 25.33 2,500 25.33
Total 21,537,731 639 .§ 11.09 12,066,459 '§ 13.54

The fair value of ¢ach option grant is estimated on the date of grant using the Black-Scholes option pricing model using the following assumptions for the
vears ended December 31, 2009 and 2008:

Year Ended December 31,

2009 2008
Expected volatility : 63.35%-67.65% 66.52%
Expected dividend yield o — =
Expected life (in years) e’ T GE FEAERL T i L AR Tena &P um.t OINBEETE RS 475
Risk-free interest rate o S i i 136%-2.98% L93%
Weighted average fair value per option at grantdate - -7 1 sl el T 0T T T 263 T2

The fair value of option grants in 2009 was $18.6 million. In addition to options issued in exchange as part of the Transactions, the fair value of option
grants during 2008 was $954,000. The total fair value of options vested during the vears ended December 31, 2009 and 2008 was $5.8 million and $815,000,
respectively. The total unrecognized share-based compensation costs related to non-vested stock options outstanding at December 31, 2009 was approximately
$11.5 million and is expected to be recognized over a weighted average period of approximately 1.7 years.

For the years ended December 31, 2009 and 2008, our forfeiture rate used in the calculation of stock option expense is 12.66%.

Restricted Stock Units

In connection with the Transactions, all Old Clearwire restricted stock wnits, which we refer to as RSUS, issued and outstanding at the Closing were
exchanged on a one-for-one basis for RSUs with equivalent terms. Following the Closing, we granted RS$Us to certain officers and employees under the 2008 Plan,
All RSUs vest over a four-year period. The fair value of our RSUs is based on the grant-date fair market value of the common stock, which equals the grant date
market price.
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A summary of the RSU activity for the years ended December 31, 2009 and 2008 is presented below:

Weighted-
Number of Average

_ L o L o RSUs _ GrantPrice
Restricted stock units outstanding — January 1;2007 7 1o e DT LT TR i T PR
Restricted stock units outstanding -— December 31, 2007

Restricted stack units acquired in purchase accou'n'tl':ig —November 28,2008 13- T LT T T R216,5000 g 13,19
Granted 716,000 4.10
Forfeited .2 : (43,000} s
Released (508,098} 518
~Cancelled , " . (108,777 L

Restncted stock units outslandlng — December 31 2008 i ) 3272625
- Grarited S : CETRERE L L R Y 0,938,675 I G 1Y
Forfeited . . . - o (1,217.857) 37

'R'cleaséd o sigdl. T o B o B % o B o8 o AL 3:""'(]’!40’2_5_]_) SRR 4
Cancelled S —
Réstricted stock units.outstanding'— December 31,2009 11,853,194 $ 460

The total fair value of grants during 2009 and 2008 was $48.0 million and $2.9 mifiion, respectively. The intrinsic value of RS§Us released during the years
ended December 31, 2009 and 2008 was $7.9 million and $3.2 million, respectively. As of December 31, 2009, there were 11,853,194 units outstanding and total
unrecognized compensation cost of approximately $30.9 million, which is expected to be recognized over a weighted-average period of approximately 1.8 years.

For the years ended December 31, 2009 and 2008, we used a forfeiture rate of 7.75% and 7.50%, respectively, in determining compensation expense for our
RSUs.

Sprint Egquity Compensation Plans

In connection with the Transactions, ceriain of the Sprint WiMAX Business employees became employees of Clearwire and currently hold unvested Sprint
stock options and RSUs in Sprint’s equity compensation plans, which we refer o collectively as the Sprint Plans. The underlying share for awards issued under
the Sprint Plans is Sprint common stock, The Sprint Plans allow for continued plan participation as long as the employec remains employed by a Sprint subsidiary
or affiliate. Under the Sprint Plans, options are generally pranted with an exercise price equal to the market value of the underlying shares on the grant date,
generally vest over a period of up to four years and have a contractual term of ten years. RSUs generally have both performance and service requirements with
vesting periods ranging from one to three ycars. RSUs granted after the second quarter 2008 included quarterly performance targets but were not granted until
performance targets were met. Therefore, at the grant date these awards only had a remaining service requirement and vesting period of six months following the
last day of the applicable quarter. Employees whao were granted RSUs were not required to pay for the shares but generally must remain employed with Sprint or a

subsidiary, until the restrictions lapse, which was typically three years or less. At December 31, 2009, there were 722,954 unvested options and 213,127 unvested
RSUs outstanding.

The share-based compensation associated with these employees is incurred by Sprint on our behalf. Sprint provided us with the fair value of the options
and RSUs for each reporting period, which must be remeasured based on the fair value of the equity instruments at each reporting period until the instruments are
vested. Total unrecognized share-based compensation costs related to unvested stock options and RSUs outstanding as of December 31, 2009 was $70,250 and
3186,100), respectively, and is expected to be recognized over approximately one year.
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Share-based compensation expense recognized for all plans for the years ended December 31, 2009, 2008 and 2007 is as follows (in thousands):
Year Ended December 31,

_ e s 100 1y 2 008 100

Options o - RIS = SIS SR T R 563860 2371
RSUs . e e L
Sprint Equity Compensation Plans 57 B L A e L 1038 e 2,802
imsi  ess

15. Stockholders’ Equity
Class A Common Stock

The Class A Common Stock represents the common equity of Clearwire. The holders of the Class A Common Stock are entitled to one vote per share and,
as a class, are entitled to 100% of any dividends or distributions made by Clearwite, with the exception of certain minimal liquidation rights provided to the
Class B Common Stockholders, which are described below. Each share of Class A Common Stock participates ratably in proportion to the total number of shares
of Class A Common Stock issued by Clearwire. Holders of Class A Common Stock have 100% of the economic interest in Clearwire and are considered the
controlling interest for the purposes of financial reporting.

Upon liquidation, disselution or winding up, the Class A Common Stock will be entitled to any assets remaining afler payment of all debis and liabilities of
Clearwire, with the exception of certain minimal liquidation rights provided to the Class B Common Stockholders, which are described below.

Class B Comumon Stock

The Class B Common Stock represents non-economic voting interests in Clearwire and holders of this stock are considered the non-controlling interests
for the purposes of financial reporting. Identica! to the Class A Common Stock, the holders of Class B Common Stock are entitied to one vote per share, however
they do not have any rights to receive distributions other than stock dividends paid proportionally to each outstanding Class A and Class B Commen
Stockholder or upon liguidation of Clearwire, an amount equal to the par value per share, which is $0.0001 per share.

Each holder of Class B Common Stock holds an equivalent number of Clearwite Communications Class B Common Interests, which in substance reflects
their economic stake in Clearwire. This is accomplished through an exchange feature that provides the holder the right, at any time, to exchange one share of
Class B Common Stock plus one Clearwire Communications Class B Common Interest for one share of Class A Common Stock,
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Clearwire Communications Interests

Clearwire is the sole holder of voting interests in Clearwire Communications. As such, Clearwire controls 100% of the decision making of Clearwire
Communications and consolidates [00% of its operations. Clearwire also holds all of the outstanding Clearwire Communications Class A Common Interests
representing 21.1% of the economics of Clearwire Communications as of December 31, 2009. The holders of the Class B Common Interests own the remaining
78.9% of the economic interests, The following shows the effects of the changes in Clearwire’s ownership interests in Clearwire Communications (in thousands):

Period From
November 29,

Year Ended 2008 o
December 31, December 31,
2009 2008
Net loss attributable to Clearwire ' $(319,199) i $(29.621)
Decrease in Clearwire’s additional paid-in capital for issvance of Class A and B Commeon Stock related to
the post-closing adjustment ) ; o (33,632) =
Decrease in Clearwire’s additional paid-in capital.for issuance of Class B CommonStock - -5 7% 7o {140,283y, 07 fns e
Increase in Clearwire’s additional paid-in capital for issuance of Class A Common Stock 17957 161
Chiange from net loss attributable to Clearwire and.transfers to non-controlling intefests ™ .= . .7 7 $.(478137)° - § _(29.460)

The non-voting Clearwire Communication units are designated as either Clearwire Communications Class A Common Interests, which are 106% held by
Clearwire, or Clearwire Communications Class B Common Interests, which are held by Sprint and the Investors, with the exception of Google. Both classes of non-
voting Clearwire Communication units participate in distributions of Clearwire Communications on an equal and proportionate basis.

Each holder of Clearwire Communications Class B Common Interests holds an equivalent number of Class B Common Stock and will be entitled at any time
to exchange one share of Class B Common Stock plus one Clearwire Communications Class B Common Interest for one share of Class A Common Stock.

It is intended that at all times, the number of Clearwire Communications Class A Common Interests held by Clearwire will equal the number of shares of

Class A Common Stock issued by Clearwire. Similarly, it is intended that, at all times, Sprint and each Investor, except Google, will hold an equal number of
Class B Common Stock and Clearwire Communications Class B Common Interests.

Dividend Policy

We have not declared or paid any cash dividends on Class A or Class B Common Stock since the Closing. We currently expect to retain future earnings, if
any, for use in the operations and expansion of our business. We do not anticipate paying any cash dividends in the foreseeable future. In addition, covenants in
the indenture governing our Senior Secured Notes impose significant restrictions on our ability to pay cash dividends to our stockholders. The distribution of
subscription rights as part of the Rights Offering represents a dividend distribution.

Non-controlling Interests in Clearwire Communications

Clearwire Communications is consolidated into Clearwite. Therefore, the holders of the Clearwire Communications Class B Common Interests represent
non-controlling interests in a consolidated subsidiary. As a
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result, the income (loss) consolidated by Clearwire is decreased in proportion to the outstanding non-controlling interests. Currently, at the Clearwire level, non~
controlling interests represent approximately 79% of the non-economic voling interests.

Warrants

All Old Clearwire warrants issued and outstanding at the Closing were exchanged on a one-for-one basis for warrants to purchase our Class A Common
Stock with equivalent terms. The fair value of the warrants exchanged of $18.5 million is included in the caiculation of purchase consideration using the Biack-
Scholes option pricing model using a share price of $6.62. Holders may exercise their warrants at any time, with exercise prices ranging from $3.00 to $48.00. Old
Clearwire granted the holders of the warrants registration rights covering the shares subject to issuance under the warrants, The number of warrants outstanding
at December 31, 2009 was 17,806,220, The warrants expire on August 5, 2010, but the term is subject to extension in certain circumstances.

16. Net Loss Per Share

Basic Net Loss Per Share

The net loss per share attributable to holders of Class A Common Stock is calculated based on the following information (in thousands, except per share
aitiounts):

Period From
November 29,

Year Ended 2008 1o
Becember 31, December 31,
. . 2009 08
Net loss “F.© o 2P SR 8(1253,846) . o8 (189,654)
Non-controlling interests in net loss of consolidated subsidiaries 928,264 159,721
T R TR L EARRC L e (325.582) (29,033
Distribution to warrant and restricted stock unit holders (9.491) o
Net loss attributable to Class A Common Stockholders . " 5 o gBtd q @afiae _ , $ . (335073) $70(20.933)
Weighted average shares Class A Common Stock outstanding 154,696 189,921

Loss per share e = EINNIC SRS X 4y 3 SR EF SRR (I L)

The subscription rights we distributed on December 21, 2009 to purchase shares of Class A Common Stock te Class A Commeon Stockholders of record on
December 17, 2009, warrant holders, and certain holders of RSUs represent a dividend distribution. Certain Participating Equityholders and Google, who were
Class A Commaon Stockholders of record holding approximately 102 million shares and entitled to the subscription rights, agreed not to exercise or transfer their
rights. The fair value of the rights distributed was $37.5 million or $0.51 per share of Class A Common Stock. Certain outstanding warrants meet the definition of
participating securities as their terms provide for participation in distributions with Class A Commeon Stock prior to exercise. Therefore, the two-class method is
used to compute the loss per share and as a result, the fair value of the rights distributed to the warrant and RSU holders of $9.5 million increased the net loss
attributable to Class A Common Stockholders.

Diluted Loss Per Share

The potential exchange of Clearwire Communications Class B Common Interests together with Class B Common Stock for Class A Commen Stock will have
a dilutive effect on diluted loss per share due to certain tax effects. That exchange would resuit in both an increase in the number of Class A Common Stock
outstanding and a corresponding increase in the net loss attributable to the Class A Common Stockholders through the elimination of the nen-controlling
interests’ allocation. Further, to the extent that all of the Clearwire Communications
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Class B Common Interests and Class B Common Stock are converted to Class A Common Stock, the Clearwire Communications partnership stracture would no
longer exist and Clearwire would be required to recognize a tax provision related to indefinite lived intangible assets.

Net loss per share attributable to holders of Class A Common Stock on a diluted basis, assuming conversicn of the Clearwire Communications Class B
Common Interests and Class B Common Stock, is calculated based on the following information (in thousands, except per share amounts):

Petiod From
November 29,

Year Ended 2008 to
December 31, December 31,
_ o _ _ 2009 _ 2008
Netloss attributable to Class A Common Stockholders ©© 5007770 om0 s el g (335,073) g

Non-controlling interests in net loss of consolidated subsidiaries
Tax‘adjustment resulting from dissolution of Cleariire: ‘Communications

Net loss available to Class A Common Stockholders, assuming the exchange ofClass B to Class A

(923 264)_ -

Common Stock ${1,290,6583) $ (193.812)
Weighted average shares Class A common stock cutstanding (diluted) . 741,071 694,921
Loss per shate b {1.74} b (0.28)

Higher loss per share on a diluted basis is due to the hypothetical loss of parinership status for Clearwire Communications upon conversion of all Clearwire
Communications Class B Common Interests and Class B Common Stock and the conversion of the non-controlling interests discussed above.

The diluted weighted average shares did not include the effects of the following potential common shares as their inclusion would have been antidilutive
(in thousands):

Period From
November 19,

Year Ended 2008 to
December 31, December 31,
- . - e . - . . e J—1 S
Stock options: LI o R s P 50y 0 LT S SO e el |k Y 1]
Restricted stock units 9,488 3.054
Warrants ; 17,806 17,806
Contingent shares 12,747 28,824
62,196 69,001

The contingent shares for the year ended December 31, 2009, primarily relate to Clearwire Communications Class B Common Interests and Clearwire
Communications Voting Tnterests that will be issued to Participating Equityholders upon the Second and Third Investment Closings as such interests, on a

combined basis, can be exchanged for Class A Common Stock. The Second Investment Closing was December 21, 2009. We expect the Third Investment Closing
to occur during the first quarter of 2010,

The contingent shares for the year ended December 31, 2008, relate to purchase price share adjustment of 28,235,294 million shares and equity issuance Lo
CW Invesiment Holdings of 588,235 shares, all of which were issued in February of 2009,
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The subscription rights to purchase in aggregate approximately 114 million shares of Class A Common Stock are not included in the computation of diluted
loss per share because the rights’ subscription price of $7.33 per share was greater than the average market price of Class A Common Stock during the period
such rights are outstanding in 2009 (out-of-the-money),

We have calculated and presented basic and diluted net loss per share of Class A Common Stock. Class B Commen Stock loss per share is not calculated
since it does not contractually participate in distributions of Clearwire. Prior to the Closing, we had no equity as we were a wholly-owned division of Sprint. As
such, we did not calculate or present net loss per share for the period from January 1, 2008 to November 28, 2008 and the year ended December 31, 2007.

17. Business Segments

Information about operating segments is based on our internal organization and reporting of revenue and operating income (loss) based upon internal
accounting methods. Operating segments are defined as components of an enterprise about which separate financial information is available that is evaluated
regularly by the chief operating decision maker, or decision making group, in deciding how to allocate resources and in assessing performance. Qur chief
operating decision maker is our Chief Executive Officer. As of December 31, 2009 and 2008, we have identified two reportable segments: the United States and the
International businesses. In 2007 we only had one reportable business segment; the United States, as we had no international operations prior to the Closing.

We report business sggment information as follows (in thousands):

Year Ended December 31, 2009

United States International . e dotal
Revenues - : o $ 242,798 $31,660: U§ 2 T4ASE
Costof goods and services and network costs

_ [exclusive of items shown separately below) _ L N AT _ 14,544 ooalle
“Operatingexpenses . oL U st L e TRRSAY L BRI BT AR
Depreciation and amortization 194,273 17,990 208,263

Total operating expenses 1,381,388 : 76,413 1.457.801
Operating loss $(1,138,590) $ (44,753) (1,183,343)
Ofier income (expense); net e REEEC T Cecss DECCSEE e SERRRTT L (6090
Income tax provision {712
Netloss 5, o e T T T T T e (253,846

Non-controlling interest 928,264

Net loss attributable to Clearwire $ (325,582
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Cast of goods and services and network costs (exclusive of items shown

separately below)
Cperating expenses
Transaction related expenses

-Depreciation and amortization

Total operating expenses
Cperating loss
Other income (expense), net
Income tax provision
Net loss _ _
Non-controlling interest. - -
Net Joss attributable to Clearwire

Capital expenditures
United States
= Tfernational

Total assets
United States
International

18. Related Party Transactions

We have a number of strategic and commercial relationships with third parties that have had a significant impact on our business, operations and financial

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Year Ended December 31, 2008

United States International . __Tolsl
L e JE T I T CE R Sy FI T
130,317 1172 131,489
237,343 3629 240,972
82960 = s
R 11 S Xy v NP A 1| o1
506.694 6873 513,567

s g4sa,9'1"9)' B Tk () (493,078)

(37,662)

(61,607)
(592,347)

B N b7 o

${432,626)

Year Ended December 31,
2009 2008

s oasmes§ snsy
ST N2, AR
] 15540’030 § 574957
December 31,

2009 2008
$ 1L,115815 $ 8901982
152,038 222.179
§ 102678353 § 9124167

results. These relationships have been with Sprint, the Investors, Eagle River, Motorola, Inc. and Bell Canada, all of which are or have been related parties.
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The following amounts for related party transactions are included in our consolidated financial statements {in thousands}:

December 31,
. o e 2005 T
Accounts payable and accrued expenses = - o oo Cadnat TR W RS, St .. BENR. JRE<k 1. 11
Debt § 246,494 § 178748
Year Ended December 31,
2009 2008(1) 2007
Revenue v : $..2.230 3 — $ e
Cost of goods and services and network costs (inclusive of capitalized costs) (COGS) § 75283 3 118,331 $ 41,554
Selling, general and administrative (SG&A) K § 10,773 §:°95,840 $ 75,554
Interest costs (inclusive of capitalized interest) $ 23,883 §F 1383 b —
Total contributions and advances from Sprinf - ..o 0 e ool TS e ne§ 451,925 0 18 070,287,251

(1) The amounts presented for 2008 reflect the correction of a classification error between COGS and SG&A in the amount of $77.4 million that had been
previously presented in SG& A and has been reclassified to COGS to correct the presentation.

Rollover Notes — In connection with the issuance of the Senior Secured Notes, on November 24, 2009, we also issued $252.5 million of notes to Sprint and
Comcast with identical terms as the Senior Secured Notes. The proceeds from the Rollover Notes were used to retire the principal amounts owed to Sprint and
Comcast under our Senior Tenm Loan Facility. From time to time, other related parties may hold debt under our Senior Secured Notes, and as debtholders, would
be entitled to receive interest payments from us.

Sprint Pre-Closing Financing Amount and Amended Credit Agreement — As a result of the Transactions, we assumed the liability to reimburse Sprint
for the Sprint Pre-Closing Financing Amount. We were required to pay $213.0 million, plus related interest of $4.5 million, to Sprint in cash on the first business
day after the Closing, with the remainder added as the Sprint Tranche under the Amended Cradit Agreement for our Senior Term Loan Facility in the amount of
$179.2 million. From time 10 time, other related parties may have held debt under our Senior Term Loan Facility, and as debtholders, would have been entitled to
receive interest payments from us undet the Amended Credit Agreement. During 2009, we repaid our Senior Term Loan Facility with proceeds from our Senior
Secured Notes and Rollover Notes.

Sprint — Sprint assigned, where possible, certain c¢osts to us based on our actual use of the shared services, which included office facilities and
management services, including treasury services, human resources, supply chain management and other shared services, up through the Closing. Where direct
assignment of costs was not possible or practical, Sprint used indirect methods, including time studies, to estimate the assignment of its costs to us, which were
allocated to us through a management fee. The allocations of these costs were re-evaluated periodically. Sprint charged us management fees for such services of
$171.1 million in the year ended December 31, 2008 and $115.0 million in the year ended December 31, 2007, Additionally, we have entered into lease agreements
with Sprint for various switching facilities and transmitter and receiver sites for which we recorded rent expense of $28.2 million, $36.4 million and $2.0 milion in
the years ended December 31, 2009, 2008 and 2007, tespectively.

Relatlonships among Certain Stockholders, Directors, and Officers of Clearwire — Following the completion of the Transactions and the post-closing
adjustments, Sprint, through a wholly-owned subsidiary Sprint HoldCo LLC, owned the largest interest in Clearwire with an effective voting and economic
interest in Clearwire of approximately 56% and the Investors collectively owned a 29% interest in Clearwire. See Note 3, Stategic Transactions, for discussion
regarding the post-closing adjustment.
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Eagle River is the holder of 35,922,958 shares of our outstanding Class A Commeon Stock and 2,612,516 shares of our Class B Commnp S_tock, which
represents an approximate 4% ownership interest in Clearwire. Eagle River Inc., which we refer 10 as ERI, is the manager of Eagle River. Each entity is cqntrolled
by Craig McCaw, a director of Clearwire. Mr. McCaw and his affiliates have significant investments in other telecommunications busincssg:s, some of whl_ch may
compete with us currently or in the future. 1t is likely Mr. McCaw and his affiliates will continue to make additional investments in telecommunications
businesses.

As of December 31, 2009, Eagle River held warrants entitiing it to purchase 613,333 shares of Class A Common Stock at an exercise price of $15.00 per share
and warrants to purchase 375,000 shares of Class A Common Stock at an exercise price of $3.00 per share. As of December 31, 2009, the remaining life of the
warrants was 3.9 years.

Certain of our officers and directors provide additiona! services to Eagle River, ER] and their affiliates for which they are separately compensated by such
entities. Any compensation paid to such individuals by Eagle River, ERI and/or their affiliates for their services is in addition to the compensation paid by us,

Following the Closing, Clearwire, Sprint, Eagle River and the Investors agreed to enter into an equityholders’ agreement, which set forth certain rights and
obligations of the equityholders with respect to governance of Clearwire, transfer restrictions on our common stock, rights of first refusal and pre-emptive rights,
among other things. In addition, we have also entered inte a number of commercial agreements with Sprint and the Investors which are outlined below.

Additionally, the wife of Mr, Salemme, our Executive Vice President, Strategy, Policy and External Affairs is a Group Vice President at Time Warner Cable.
She was not directly involved in any of our transactions with Time Warmner Cable.

Davis Wright Tremaine LLP — The law firm of Davis Wright Tremaine LLP serves as our primary outside counsel, and handles a variety of corporate,
transactional, tax and litigation matters. Mr. Wolff, our former Chief Executive Officer, is married to a partner at Davis Wright Tremaine. As a partner, Mr. Wolff’s
spouse is entitled to share in a portion of the firm’s total profits, although she has not received any compensation directly from us. For the years ended
December 31, 2009 and 2008, we paid $4.1 miilion and $307,000 to Davis Wright Tremaine for legal services. This does not include fees paid by Old Clearwire.

Master Site Agreement — We entered into a master site agreement with Sprint, which we refer to as the Master Site Agreement, pursuant to which Sprint
and we will establish the contractual framework and procedures for the leasing of tower and antenna collocation sites to each other. Leases for specific sites will
be negotiated by Sprint and us on request by the lessee. The leased premises may be used by the lessee for any activity in connection with the provision of
wireless communications services, including attachment of antennas to the towers at the sites. The term of the Master Site Agreement will be ten years from the
Closing. The term of each lease for each specific site will be five years, but the lessee has the right to extend the term for up to an additional 20 years. The basic
fee is $600 per month per site. The monthly fee will increase 3% per year. The lessee is also responsible for the utility costs and for certain additional fees, such as
an application fee of $1,000 per site,

Master Agreement for Network Services — We entered into a master agreement for network services, which we refer to as the Master Agreement for
Network Services, with various Sprint affiliated entities, which we refer to as the Sprint Entities, pursuant to which the Sprint Entities and we will establish the
contractual framework and procedures for us to purchase network services from Sprint Entities. We may order various services from the Sprint Entities, including
[P network transport services, data center co-lacation, toll-free services and access to the following business piatforms: voicemail, instant messaging services,
lovation-based systems and media server services. The Sprint Entities will provide a service leve! agreement that is consistent with the service levels provided to
similarly situated customers. Pricing is specified in separate product attachments for each type of service; in general, the pricing is based on the mid-point
between fair market value of the service and the Sprint Entities’ fully allocated cost for providing the service. The term of the Master
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Agreement for Network Services will be five years, but the lessee will have the right to extend the term for an additional five years. Addit_ionally, in accordance
with the Master Agreement for Network Services with the Sprint Entities, we assumed certain agreements for backhaul services with certain of the Investors that
contain commitments that extend up to five years.

IT Master Services Agreement — We entered into an [T master services agreement with the Sprint Entities, which we refer to as the 1T Master Services
Agreement, pursuant to which the Sprint Entitics and us will establish the contractual framework and procedures for us to purchase information technology,
which we refer to as IT, application services from the Sprint Entities. We may order various information technology application services from the Sprint Entities,
including human resources applications, supply chain and finance applications, device management services, data warchouse services, credivaddress check, I'T
help desk services, repair services applications, customer trouble management, coverage map applications, network operations support applications, and other
services. The specific services requested by us will be identified in Statements of Work to be completed by the Sprint Entities and us. The Sprint Entities will
provide service levels consistent with the service levels the Sprint Entities provide to their affiliates for the same services. Pricing will be specified in each
separate Statement of Work for each type of service. The term of the I'T Master Services Agreement will be five years, but we will have the right to extend the term
for an additional five years.

4G MVNO Agreement — We entered into a non-exclusive 4G MVNO agreement at the Closing with Comcast MVNO 11, LLC, TWC Wireless, LLC, BHN
Spectrum Investments, LLC and Sprint Spectrum L.P., which we refer to as the 4G MVNQ Agreement. We will sell wireless broadband services to the other parties
1o the 4G MVNQ Agreement for the purposes of the purchasers marketing and reselling the wirgless broadband services to each of their respective end user
customers. The wireless broadband services 1o be provided under the 4G MVNQ Agreement inciude standard network services, and, at the request of any of the
parties, certain non-standard network services. We will sell these services at our retail prices less agreed upon discounts.

Intel Market Development Agreement — We entered into a market development agreement with Inte), which we refer to as the Intel Market Development
Agreement, pursuant to which we committed to deploy mobile WiMAX on our network and to promote the use of certain notebook computers and mobile
Internet devices on our network, and Intel would develop, market, sell and support WiMAX embedded chipsets for use in certain notebook computers and
mobile Internet devices that may be used on our network. The Intel Market Development Agreement will {ast for a term of seven years from the date of the
agreement, with Intel having the option to renew the agreement for successive one year terms up to a maximum of 13 additional years provided that Intel meets
certain requirements. if Intel elects to rencw the agreement for the maximum 20-year term, the agreement will thereafter automatically renew for successive one
year renewal periods until either party terminates the agreement. Under the Intel Market Development Agreement, Clearwire Communications will pay to Intel a
portion of the revenues received from certain retail customers using certain Intel-based notebook computers, or other mutually agreed on devices on the its
network, for a certain period of time. Subject to certain qualifications, Clearwire Communications will also pay to Intel activation fees for each qualifying Intel-
based device activated on its network during the initial term,

Google Products and Services Agreement — We entered into a products and services agreement with Google, which we refer to as the Google Products
and Services Agreement, pursuant to which Google and we will collaborate on a variety of products and services. Google will provide advertising services to us
for use with certain websites and devices, and we will utilize these Google advertising services on an exclusive basis for its retail customers. Google will pay us a
percentage of the revenue that Google generates from these advertising services. Google will also provide a suite of hosted communications services, including
email, instant messaging and calendar functionality, to us for integration into our desktop portal offering. Furthermore, we will support the open-source Android
platform, will work with Gaogle to offer certain other Google applications, and will explore working with Google on a variety of other potential products and
services. The Google Products and Services Agreement will have a term of thiee years.
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Google Spectrum Agreement — We entered into a spectrum agreement with Google, which we refer to as the Google Spectrum Agreement, pursuant (o
which we will make available to Google certain of our excess 2.5 GHz spectrum in various markets for experimental usage by Google, and for development of
alternative applications by third-parties operating under the direction and approval of Google and us. The third-party use of our spectrum beyond that used for
WiMATX technology cannot be utilized in a manner that will interfere with our use of our spectrum for WiMAX technology, and will be subject to availability. The
revenue generated from the spectrum usage other than for WiMAX technology will be shared by Google and us. In addition, both parties will agree to form a
joint technology team to manage the activities outlined in the Google Spectrum Agreement. The Google Spectrum Agreement provides for an initial term of five
years from the date of the agreement. The Google Spectrum Agreement will be (erminable by either party on default of the other party.

19. Quarterly Financial lnformation (unaudited)
Summarized quarterly financial information for the years ended December 31, 2009 and 2008 is as foliows (in thousands, except per share data}:

First Second Thirvd Fourth Total
2009 quarter: . s Ta et L g RS I T Sh i LR : :
Total revenues : o . L8 sy 0§ 63504 § 68812  § 79915 § 274438
" Operating loss T e L T (087 049Y - i E(2415404) - 2 58 .(2905326) o Si(ALT664) 81183 340y
Net loss $ (260,452 S (264044)  $(305389)  § (423921)  § (1.253,846)

Net loss aftributable to Clearwire Corporation “(71,055) $.(73374) $(82.427) B (98,726) $ 1 (325582)
Net loss to Clearwire Corporation per Class A Common Share;

3
03T §L {038y 0§ (042).0 08 (0.55)
$ $

. Basic. $.0(17)
Diluted _ o (038) & (043) $ (055 0§ (174
2008 quarter: . - A D R T N T DT S e e
Total revenues b — b} — 3 — $ 20,489 $ 20,489
Operating loss(1) $ (95,101) $ (73,679 $ (90.864) $.(233,434) $ . (493,078)
Net loss $ (97437)  $ (79.566)  $(137,603)  $(277,741)  $ (392,347)
- Net loss attributable to Cleaswire Corporation(Z)y .- 7 oo L ONFAY S N CCONIA T 8(118,020) - 8. (432,626)
Net loss to Clearwire Corporation per Class A Common Share: }
-+ Basic T h e PO i QPN SRR LRI R - MR S SR TR (G160 et
Diluted $ (2% s

(1) Fourth quarter operating loss includes a non-recurring charge of approximately $80.6 million related to the settlement of spectrum lease contracts.

(2) Clearwire Corporatien was formed on November 28, 2008; therefore net loss attributable to Clearwire Corporation was not applicable for the first three
quarters of 2008.
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20. Parent Company Oualy Condensed Financial Statements

Under the terms of agreements governing the indebtedness of Clearwire Communications, a subsidiary of Clearwire, such subsidiary is significantly
restricted from making dividend payments, Joans or advances to Clearwire. The restrictions have resulted in the restricted net assets (as defined in Securities and
Exchange Commission Rule 4-08(e)(3) of Regulation $-X) of Clearwire’s subsidiary exceeding 25% of the consolidated net assets of Clearwire and its subsidiaries.

The following condensed parent-only financial statements of Clearwire account for the investment in Clearwire Communications under the equity method
of accounting. The financial statements should be read in conjunction with the consolidated financial statements of Clearwire and subsidiaries and notes thereto.
As described in Note 1 — Description of Business, Clearwire was formed November 28, 2008 and therefore, the condensed statement of operation and the
condensed statement of cash flow for 2008 only included activity from November 29, 2008 to December 31, 2008.
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CLEARWIRE CORPORATION
CONDENSED BALANCE SHEETS
December 31, December 31,
2009 2008

N o conag o eqp o {In thousa
Other assets $ 4,577
Investmentsin equity method investees 1,597,585 2,066,338
Total assets $ 1,602,162 $ 2,066,338

Other liabilities $ 11,183 3 312

Stockholders® equity N S A 1,390,979 2,066,026

Total liabilities and stockholders’ equity - § 160,162 § 2066338
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Operating expenses

Operating loss

Other income (expense):

Other income

Loss from equity investees
. Total other expense, net

Net loss
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CLEARWIRE CORPORATION
CONDENSED STATEMENTS OF OPERATIONS

F-31

S ST A £ 7
6,390
. (6390

Period From
November 29,
Year Ended 2008
December 31, 10 December 31,
2009 2008
(In thowsands)

G19.199) @9.621)

(319,192) ~(29,621)
$_(325,562) 3 26,933
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CLEARWIRE CORPORATION
CONDENSED STATEMENTS OF CASH FLOWS

Period From
November 29,

Year Ended 2008
December 31, to December 31,
2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES: N e ¢ wdnde, Ak CEEe e, HE
Net loss

Adjustments to reconcile net loss to net cash used in operating activities: 77 FF. SRR G PR Frry

_ Loss from equity investees

6o

_ Prepaids and other assets i S 5
‘Other liabilities: - - i a - Coem R ORISR SLE: P S BT 1 S 162
 Netcash used in operating activities ] - o o (9,820)
CASHFLOWS FROM INVESTING ACTIVITIES: ool . caET  erd Yin g, sodey oot EREAl
Investment in equity investees o _ - (12,196) -
CASH FLOWS FROM FINANCING ACTIVITIES:. N 5 % M TR WL e P vrEo
Neladvances from Clearwire Communications L S 9,820
-Proceedsifrom issuance of comimon stock - 2 g o8 e o Foae: S s Goeonia S120196
Net cash provided by financing activities 22,016
Net ingrease in cash.and cash equivalents : R L : % Ve R -
Conodemh emloaloinse
End of period $ — $ -
F-92
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Section 2: EX-10.33 (EMPLOYMENT AGREEMENT, DATED APRIL 29, 2009)

Exhibit 10.33
AMENDED AND RESTATED EMPLOYMENT AGREEMENT

THIS AMENDED AND RESTATED EMPLOYMENT AGREEMENT (this “Agreement”) is made and entered into as of April 29,
2009 and amends and restates the Employment Agreement (the “Prior Employment Agreement”) entered into as of December 31, 2008,
which amended and restated the Employment Agreement originally entered into as of January 29, 2007 (the “Effective Date”), by and between
Sprint, Nextel Corporation, a Kansas corporation (the “Company™) on behalf of itself and any of its subsidiaries, affiliates and related entities,
and Matthew Carter Jr. (the “Executive™) (the Company and the Executive, collectively, the “Parties,” and each, a “Party”™). Certain capitalized
terms are defined in Section 29.

WHEREAS, the Executive serves the Company as Senior Vice President - Boost; and
WHEREAS, the Executive and the Company desire to amend and restate the Prior Employment Agreement,

NOW, THEREFORE, in consideration of the premises and of the covenants and agreements set forth herein and for other goed and
valuable consideration, the sufficiency and receipt of which are hereby acknowledged, the Company and the Executive amend and restated the
Prior Employment Agreement as follows:

1. Employment,

{(a) The Company will continue to employ the Executive and the Executive will continue to be employed by the Company
upon the terms and conditions set forth herein.

(b) The employment relationship between the Company and the Executive shall be governed by the general employment
policies and practices of the Company, including without limitation, those relating to the Company’s Code of Conduct, confidential information
and avoidance of conflicts, except that when the terms of this Agreement differ from or are in conflict with the Company’s general employment
policies or practices, this Agreement shal} control.




2. Term. Subject to termination under Section 9, the Executive’s employment shall be for an initial term of 24 months commencing
on the Effective Date and shall continue through the second anniversary of the Effective Date (the “Initial Employment Term™). At the end of the
Initial Employment Term and on each succeeding anniversary of the Effective Date, the Employment Term will be automatically extended by an
additional 12 months (each, a “Renewal Term™), unless not less than 12 months prior to the end of the Initial Employment Term or any Renewal
Term, either the Executive or the Company has given the other written notice (in accordance with Section 20) of nonrenewal. The Executive

shall provide the Company with written notice of his intent to terminate employment with the Company at least 30 days prior to the effective
date of such termination.

3. Position and Duties of the Executive.

(a) The Executive serves as Senior Vice President - Boost, and agrees to serve as an officer of any enterprise and/or
agrees to be an employee of any Subsidiary as may be requested from time 1o time by the Board of Directors of the Company (the “Board™),
any committee or person delegated by the Board or the Chief Executive Officer of the Company (the “Chief Executive Officer). In such
capacity, the Executive shall report directly to the Chief Executive Officer of the Company or such other officer of the Company as may be
designated by the Chief Executive Officer. The Executive shall have such duties, responsibility and authority commensurate with the Executive’s
title and position, and such duties and responsibilities, as may be assigned to the Executive from time to time by the Chief Executive Officer, the
Board or such other officer of the Company as may be designated by the Chief Executive Officer or the Board.




{b) During the Employment Term, the Executive shall, except as may from time to time be otherwise agreed to in writing by
the Company, during reasonable vacations (as set forth in Section 7 hereof) and authorized leave and except as may from time to time
otherwise be permitted pursuant to Section 3(c), devote his best efforts, full attention and energies during his normal working time to the
business of the Company, any duties as may be delineated in the Company’s Bylaws for the Executive’s position and title and such other
related duties and responsibilities as may from time to time be reasonably prescribed by the Board, any committee or person designated by the
Board, or the Chief Executive Officer, in each case, within the framework of the Company’s policies and objectives.

{c) During the Employment Term, and provided that such activities do not contravene the provisions of Section 3(a) or
Sections 10, 11, 12 or 13 hereof and, provided further, the Executive does not engage, in any other substantial business activity for gain,
profit or other pecuniary advantage which materially interferes with the performance of his duties hereunder, the Executive may participate in
any governmental, educational, charitable or other community affairs and, subject to the prior approval of the Chief Executive Officer, serve as
a member of the governing board of any such organization or any private or public for-profit company. The Executive may retain all fees and
other compensation from any such service, and the Company shall not reduce his compensation by the amount of such fees.

4, Compensation.

(a) Base Salary. During the Employment Term, the Company shall pay to the Executive an annual base salary of not less
than his base salary as of the Effective Date, subject to this Section 4(a), (the “Base Salary™), which Base Salary shall be payable at the times
and in the manner consistent with the Company’s general policies regarding compensation of the Company’s senior executives. The Base
Salary will be reviewed periodically by the Chief Executive Officer and may be increased (but not decreased, except for across-the-board
reductions generally applicable to the Company’s senior executives) from time to time in the sole discretion of the Chief Executive Officer.

(b) Incentive Compensation.

(iy  The Executive will continue to be eligible to participate in any short-term and long-term incentive
compensation plans, annual bonus plans and such other management incentive programs or arrangements of the Company
approved by the Board that are generally available to the Company’s senior executives, including, but not limited to, the STIP
and the LTSIP Incentive compensation shall be paid in accordance with the terms and conditions of the applicable plans,
programs and arrangements.

-7

Carter Employment Agreement — April 29, 2009




(i) Annual Performance Bonus. During the Employment Term, the Executive shall continue to be entitled to
participate in the STIP, with such opportunities as may be determined by the Chief Executive Officer in his sole discretion
(“Target Bonuses™), and as may be increased (but not decreased, except for across-the-board reductions generally applicable to
the Company’s senior executives) from time to time, and the Executive shall be entitled to receive full payment of any award
under the STIP, determined pursuant to the STIP (a “Bonus Award”).

(i)  Long-Term Performance Bonus, During the Employment Term, the Executive shall continue to be entitled to
participate in the LTSIP with such opportunities, if any, as may be determined by the Chief Executive Officer (“LTSIP Target
Award Opportunities™).

{iv})  Incentive bonuses, if earned, shall be paid when incentive compensation is customarily paid to the Company’s
sentor executives in accordance with the terms of the applicable plans, programs or arrangements.

(v) Pursuant to the Company’s applicable incentive or bonus plans as in effect from time to time, the Executive’s
incentive compensation during the term of this Agreement may be determined according to criteria intended to qualify as
performance-based compensation under Section 162(m) of the Internal Revenue Code of 1986, as amended (the “Code™).

(c) Equity Compensation. The Executive shall continue to be eligible to participate in such equity incentive compensation
plans and programs as the Company generally provides to its senior executives, including, but not limited to, the LTSIP. During the
Employment Term, the Compensation Committee may, in its sole discretion, grant equity awards to the Executive, which would be subject to
the terms of the respective award agreements evidencing such grants and the applicable plan or program.

(i) Restricted Stock Units. The Compensation Committee granted to the Executive 13,441 restricted stock units
(the “R8Us™). Each RSU represents the unsecured right to require the Company to deliver to the Executive one share of
common stock of the Company, Series 1, par value $2.00 per share. With respect to 100% of the RSUs, the “vesting date” and
“delivery date” will be the third anniversary of the Effective Date. The RSUs will be governed by the Standard Terms of Other
Stock Unit Awards set forth in Section 9(c¢) of the Company’s 1997 Long-Term Stock Incentive Program: provided, however,
that:

(A) the Executive will not be permitted to elect to defer delivery of the RSUs pursuant to the provisions of
Section 9(c)(ii) of the 1997 Long-Term Stock Incentive Program; and

{B) in the event that the Executive’s employment is terminated by the Company without Cause, and such
termination constitutes a Separation from Service, conditioned upon the Executive delivering a release to the Company
pursuant to Section 9(b), vesting of the RSUs will accelerate and any forfeiture provisions will lapse as of the date of
Separation from Service (except that if the Executive is a Specified Employee with respect to any amount payable by
reason of the Separation from Service that constitutes deferred compensation within the meaning of Section 409A of the
Code, payment will not be made until the earlier to occur of (x) the first day of the seventh month following the date of the
Executive’s Separation from Service, (y) the date of the Executive’s death, or (z) the scheduled vesting date).
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5. Benefits.

(a) During the Employment Term, the Company shall make available to the Executive, subject to the terms and conditions
of the applicable plans, participation for the Executive and his eligible dependents in: (i) Company-sponsored group health, major medical,
dental, vision, pension and profit sharing, 401(k) and employee welfare benefit plans, programs and arrangements (the “Employee Plans”) and
such other usual and customary benefits in which senior executives of the Company participate from time to time, and (ii) such fringe benefits
and perquisites as may be made available to senior executives of the Company as a group.

(b)  The Executive acknowledges that the Company may change its benefit programs from time to time which may result in
certain benefit programs being amended or terminated for its senior executives generally.

6. Expenses. The Company shall pay or reimburse the Executive for reasonable and necessary business expenses incurred by the
Executive in connection with his duties on behalf of the Company in accordance with the Company’s Enterprise Financial Services — Employee
Travel and Expense Policy, as may be amended from time to time, or any successor policy, plan program or arrangement thereto and any other
of its expense policies applicable to senior executives of the Company, following submission by the Executive of reimbursement expense forms
in a form consistent with such expense policies.

7. Vacation. In addition to such holidays, sick leave, personal leave and other paid leave as is allowed under the Company’s
policies applicable to senior executives generally, the Executive shall be entitled to participate in the Company’s vacation policy in accordance
with the Company’s policy generally applicable to senior executives. The duration of such vacations and the time or times when they shall be
taken will be determined by the Executive in consultation with the Company.

8. Place of Performance. In connection with his employment by the Company, the Executive shall be based at the operational
offices of the Company in the vicinity of either Overland Park, Kansas or Irvine, California (the “Place of Performance™), except for travel
reasonably required for Company business. If the Company relocates the Executive’s place of work more than 50 miles from his place of work
prior to such relocation, the Executive shall relocate to a residence within (a) 50 miles of such relocated executive offices or (b) such total miles
that does not exceed the total number of miles the Executive commuted to his place of work prior to relocation of the Executive’s place of
work. To the extent the Executive relocates his residence as provided in this Section 8, the Company will pay or reimburse the Executive’s
relocation expenses in accordance with the Company’s relocation policy applicable to senior executives.
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9, Termination.

(a) Termination by the Company for Cause or Resignation by the Executive Without Good Reason, If, during the
Employment Term, the Executive’s employment is terminated by the Company for Cause, or if the Executive resigns without Good Reason, the
Executive shall not be eligible to receive Base Salary or to participate in any Employee Plans with respect to future periods after the date of
such termination or resignation except for the right to receive accrued but unpaid cash compensation and vested benefits under any Employee
Plan in accordance with the terms of such Employee Plan and applicable law.

(b) Termination by the Company Without Cause or Resignation by the Executive for Good Reason outside of the CIC
Severance Protection Period. 1f, during the Employment Term, the Executive’s employment is terminated by the Company without Cause or
the Executive terminates for Good Reason prior to or following expiration of the CIC Severance Protection Period, and such termination
constitutes a Separation from Service or the Executive is entitled to receive severance compensation under this Section 9(b) pursuant to the
provisions of Section 9(c), the Executive shall be entitled to receive from the Company: (1) the Executive’s accrued, but unpaid, Base Salary
through the date of termination of employment, payable in accordance with the Company’s normal payroll practices, and (2) conditioned upon
the Executive executing a Release within the Release Consideration Period and delivering it to the Company with the Release Revocation
Period expired without revocation, in full satisfaction of the Executive’s rights and any benefits the Executive might be entitled to under the
Separation Plan and this Agreement, unless otherwise specified herein:

(i)  periodic payments equal to his Base Salary in effect prior to the termination of his employment, which
payments shall be paid to the Executive in equal installments on the regular payroll dates under the Company’s payroll practices
applicable to the Executive on the date of this Agreement for the Payment Period, except that (A) if the Release Consideration
and Revocation Period ends on or after December 15+ of the calendar year of the Executive’s Separation from Service, such
installments that are otherwise payable in the calendar year of the Executive’s Separation from Service shall be paid in a lump
sum on the first business day of the following calendar year or (B) if the Executive is a Specified Employee, with respect to any
amount payable by reason of the Separation from Service that constitutes deferred compensation within the meaning of
Section 409A of the Code, such installments shall not commence until after the end of the six continuous month peried following
the date of the Executive’s Separation from Service, in which case, the Executive shall be paid a lump sum cash payment equal
to the aggregate amount of the missed installments during such period on the first day of the seventh month following the date of
the Executive’s Separation from Service;

(ii) (A) receive a pro rata payment of the Bonus Award for the portion of the Company’s current fiscal year prior
to the date of termination of his employment, (B) receive a pro rata payment of the Capped Bonus Award for the portion of the
Company’s current fiscal year following the date of termination of his employment, (C) receive for the next fiscal year following
the fiscal year during which termination of his employment occurs, the Capped Bonus Award, or if his Payment Period ends
during such fiscal year, a pro rata portion of the Capped Bonus Award; and (D) if his Payment Period ends in the second year
following the fiscal year during which the Executive’s employment terminates, recetve payment of a pro rata portion of the
Capped Bonus Award for such fiscal vear (for purposes of this Section 9(b)(ii) any pro rata payment shall be determined based
on the methodology for determining pro rated awards under the STIP, each such payment shall be payable in accordance with
the provision of the STIP in the calendar vear in which the Bonus Award or each Capped Bonus Award, as applicable, is
determined, and in all events, not later than December 3 1= of the year in which each such award is determined); provided,
however, that to the extent the Executive’s employment is terminated for Good Reason due to a reduction of the Executive’s
Target Bonus, in accordance with Section 29(x)(ii), the Executive’s Target Bonus for the purposes of this Sections 9(b)(ii} shall
be the Executive’s Target Bonus immediately prior to such reduction;
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(iiiy  continue participation at then-existing participation and coverage levels for the Payment Period in the
Company’s medical, dental, vision and employee life insurance plans comparable to the terms in effect from time to time for the
Company’s senior executives, including any co-payment and premium payment requirements, except that (A) following such
period, the Executive shall retain any rights to continue coverage under the Company’s medical, dental, vision and employee life
insurance plans under the benefits continuation provisions pursuant to Section 4980B of the Code by paying the applicable
ptemiums of such plans; and (B) the Executive shall no longer be eligible to receive the benefits otherwise receivable pursuant to
this Section 9(b)(iii) as of the date that the Executive becomes ¢ligible to receive comparable benefits from a new employer; and

{(iv)  receive outplacement services by a firm selected by the Company at its expense in an amount not to exceed
$35,000; provided, however, that all such outplacement services must be completed, and all payments by the Company must be

made, by December 31st of the second calendar year following the calendar year in which the Executive’s Separation from
Service accurs,

Notwithstanding anything in this Section 9(b) to the contrary, to the extent the Executive has not executed the Release within the Release
Consideration Period and delivered it to the Company, or has revoked the executed Release within the Release Revocation Period, as
determined at the end of such Release Revocation Period, the Executive will forfeit any right to receive the pavments and benefits specified in
this Section 9(b) {other than any accrued but unpaid payments and benefits through the date of termination of employment).

{c) Termination by the Company Without Cause or Resignation by the Executive for Good Reason During the CIC
Severance Protection Period. Subject to {i)-(iv) below, if the Executive’s employment is terminated by the Company without Cause, or the
Executive terminates employment for Good Reason, before the Employment Term expires and during the CIC Severance Protection Period,
and the termination constitutes a Separation from Service, subject to the terms of the CIC Severance Plan, the Executive will become entitled
to severance compensation and benefits under the CIC Severance Plan as of (x) the date the Separation from Service occurs, or (y) in the

event of a Pre-CIC Termination, the date the Change in Control occurs, as of which date all rights to severance benefits under this Agreement
will cease.
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{i} The CIC Severance Plan will not apply and the Executive will be entitled to severance compensation and benefits
under Section 9(b) of this Agreement if (x) as of his Separation from Service, the Executive is not a Participant in, or (y) the
Executive is otherwise not entitled to severance compensation and benefits under, the CIC Severance Plan.

(i} If the Executive is entitled to severance benefits under the CIC Severance Plan as a result of a Pre-CIC
Termination, any benefits payable before the Change in Control will be paid under this Agreement and any additional benefits
payable after the Change in Control will be paid under the CIC Severance Plan.

(iti) In no event may there be duplication of benefits under this Agreement and the CIC Severance Plan.
(iv) The terms “Change in Control” and “Pre-CIC Termination™ are defined in the CIC Severance Plan.

{d) Termination by Death. If the Executive dies during the Employment Term, the Executive’s employment will terminate
and the Executive’s beneficiary or if none, the Executive’s estate, shall be entitled to receive from the Company, the Executive’s accrued, but
unpaid Base Salary through the date of termination of employment and any vested benefits under any Employee Plan in accordance with the
terms of such Employee Plan and applicable law.

(e} Termination by Disability. If the Executive becomes Disabled, prior to the expiration of the Employment Term, the
Executive’s employment will terminate and, provided that such termination constitutes a Separation from Service, the Executive shall be entitled
to:

(i) receive periodic payments equal to his Base Salary in effect prior to the termination of his employment, which
payments shall be paid to the Executive in equal installments on the regular payroll dates under the Company’s payroll practices
applicable to the Executive on the date of this Agreement for 12 months (reduced by any amounts paid under a long-term disability plan
(“LTD Plan™) now or hereafter sponsored by the Company (calculated on a monthly basis)) commencing on the Separation from
Service date; provided, however, that in the event that the Executive is a Specified Employee, with respect to any amount payable by
reason of the Separation from Service that constitutes deferred compensation within the meaning of Section 409A of the Code, such
installments shall not commence until the earlier to occur of (A) the first business day after the end of the six continuous month period
following the date of the Executive’s Separation from Service or (B) the date of death, except that on the first day of the seventh month
following the date of the Executive’s Separation from Service (or date of the Executive’s death, if earlier), the Executive shall be paid a
lump-sum cash payment equal to the aggregate amount of any such payments that constitutes deferred compensation within the meaning
of Code Section 409A that the Executive would have been entitled to receive during such period following the Executive’s Separation
from Service; and
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(ii) continue participation at then-existing participation and coverage levels for 12 months {measured from the
Executive’s Separation from Service) in the Company’s medical, dental, vision and employee life insurance plans comparable to the
terms in effect from time to time for the Company’s senior executives, including any co-payment and premium payment requirements,

(H No Mitigation Obligation. No amounts paid under Section 9 will be reduced by any earnings that the Executive may
receive from any other source. The Executive’s coverage under the Company’s medical, dental, vision and employee life insurance plans will
terminate as of the date that the Executive is eligible for comparable benefits from a new employer, The Executive shall notify the Company
within 30 days after becoming eligible for coverage of any such benefits.

{g) Forfeiture. Notwithstanding the foregoing, any right of the Executive to receive termination payments and benefits
hereunder shall be forfeited to the extent of any amounts payable after any breach of Section 10, 11, 12, 13 or 15 by the Executive.

10.  Confidential Information: Statements to Third Parties.

(a) During the Employment Term and on a permanent basis upon and following termination of the Executive’s employment,
the Executive acknowledges that:

(i) all information, whether reduced to writing (or in a form from which information can be obtained, translated, or
derived into reasonably usable form) or maintained in the mind or memory of the Executive and whether compiled or created by the
Company, any of its Subsidiaries or any affiliates of the Company or its Subsidiaries (collectively, the “Company Group™), which derives
independent economic value from not being readily known to or ascertainable by proper means by others who can obtain economic
value from the disclosure or use of such information, of a proprietary, private, secret or confidential {including, without exception,
inventions, products, processes, methods, techniques, formulas, compositions, compounds, projects, developments, sales strategies,
plans, research data, clinical data, financial data, personnel data, computer programs, customer and supplier lists, trademarks, service
marks, copyrights (whether registered or unregistered), artwork, and contacts at or knowledge of customers or prospective customers)
nature concerning the Company Group’s business, business relationships or financial affairs (collectively, “Proprietary Information™) shall
be the exclusive property of the Company Group;
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(ii) the Proprietary Information of the Company Group gained by the Executive during the Executive’s association
with the Company Group was or will be developed by and/or for the Company Group through substantial expenditure of time, effort
and money and constitutes valuable and unique property of the Company Group;

(iii)  reasonable efforts have been put forth by the Company Group to maintain the secrecy of its Proprietary
Information;

(iv)  such Proprietary Information is and will remain the sole property of the Company Group; and

(v)  any retention or use by the Executive of Proprietary Information after the termination of the Executive’s services
for the Company Group will constitute a misappropriation of the Company Group’s Proprietary Information.

(b) The Executive further acknowledges and agrees that he will take all affirmative steps reasonably necessary or required
by the Company to protect the Proprietary Information from inappropriate disclosure during and after his employment with the Company.

{c) The Executive further agrees that all files, letters, memoranda, reports, records, data, sketches, drawings, laboratory
notebooks, program listings, or other written, photographic, electronic, or other tangible material containing or constituting Proprietary
Information, whether created by the Executive or others, which shall come into his custody or possession, regardless of medium, shall be and
are the exclusive property of the Company to be used by him only in the performance of his duties for the Company. All such materials or
copies thereof and all tangible things and other property of the Company Group in the Executive’s custody or possession shall be delivered to
the Company (to the extent the Executive has not already returned) in good condition, on or before five business days subsequent to the earlier
of: (i) a request by the Company or (ii} the Executive’s termination of employment for any reason or Cause, including for nonrenewal of this
Agreement, Disability, termination by the Company or termination by the Executive. After such delivery, the Executive shall not retain any such
materials or portions or copies thereof or any such tangible things and other property and shall execute any statements or affirmations of
compliance under oath that the Company may require,

(d)  The Executive further agrees that his obligation not to disclose or to use information and materials of the types set forth
in Sections 10(a), 10(b) and 10(c} above, and his obligation to return materials and tangible property, set forth in Section 10(c) above, also
extends to such types of information, materials and tangible property of customers of the Company Group, consultants for the Company
Group, suppliers to the Company Group, or other third parties who may have disclosed or entrusted the same to the Company Group or to the
Executive.

{e) The Executive further acknowledges and agrees that he will continue to keep in strict confidence, and will not, directly
or indirectly, at any time, disclose, furnish, disseminate, make available, use or suffer to be used in any manner any Proprietary Information of
the Company Group without limitation as to when or how the Executive may have acquired such Proprietary Information and that he will not
disclose any Proprietary Information to any person or entity other than appropriate employees of the Company or use the same for any
purposes (other than in the performance of his duties as an employee of the Company) without written approval of the Board, either during or
after his employment with the Company.
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()  Further the Executive acknowledges that his obligation of confidentiality will survive, regardless of any other breach of
this Agreement or any other agreement, by any party hereto, untit and unless such Proprietary Information of the Company Group has become,
through no fault of the Executive, generally known to the public. In the event that the Executive is required by law, regulation, or court order to
disclose any of the Company Group’s Proprietary Information, the Executive will promptly notify the Company prior to making any such
disclosure to facititate the Company seeking a protective order or other appropriate remedy from the proper authority. The Executive further
agrees to cooperate with the Company in seeking such order or other remedy and that, if the Company is not successful in precluding the
requesting legal body from requiring the disclosure of the Proprietary Information, the Executive will furnish only that portion of the Proprietary
Information that is legally required, and the Executive will exercise all legal efforts to obtain reliable assurances that confidential treatment will be
accorded to the Proprietary Information.

(g) The Executive’s obligations under this Section 10 are in addition to, and not in limitation of, all other obligations of
confidentiality under the Company’s policies, general legal or equitable principles or statutes.

(h) During the Employment Term and following his termination of employment:

(i)  the Executive shall not, directly or indirectly, make or cause to be made any statements, including but not limited
to, comments in books or printed media, to any third parties criticizing or disparaging the Company Group or commenting on the
character or business reputation of the Company Group. Without the prior written consent of the Board, unless otherwise required by
law, the Executive shall not (A) publicly comment in a manner adverse to the Company Group concerning the status, plans or prospects
of the business of the Company Group or (B) publicly comment in 2 manner adverse to the Company Group concerning the status,
plans or prospects of any existing, threatened or potential claims or litigation involving the Company Group;

(i}  the Company shall comply with its policies regarding public statements with respect to the Executive and any
such statements shall be deemed to be made by the Company only if made or authorized by a member of the Board or a senior
executive officer of the Company; and

(i)  nothing herein precludes honest and good faith reporting by the Executive to appropriate Company or legal
enforcement authorities.

(i) The Executive acknowledges and agrees that a violation of the foregoing provisions of this Section 10 would cause
irreparable harm to the Company Group, and that the Company’s remedy at law for any such violation would be inadequate. In recognition of
the foregoing, the Executive agrees that, in addition to any other relief afforded by law or this Agreement, including damages sustained by a
breach of this Agreement and any forfeitures under Section 9(g), and without the necessity or proof of actual damages, the Company shall have
the right to enforce this Agreement by specific remedies, which shall include, among other things, temporary and permanent injunctions, it being
the understanding of the undersigned parties hereto that damages, the forfeitures described above and injunctions shall all be proper modes of
relief and are not to be considered as alternative remedies.
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11.  Non-Competition. In consideration of the Company entering into this Agreement, for a period commencing on the Effective Date
and ending on the expiration of the Restricted Period:

{a) The Executive covenants and agrees that the Executive will not, directly or indirectly, engage in any activities on behalf
of or have an interest in any Competitor of the Company Group, whether as an owner, investor, executive, manager, employee, independent
consultant, contractor, advisor, or otherwise. The Executive’s ownership of less than one percent (1%6) of any class of stock in a publicly
traded corporation shall not be a breach of this paragraph.

(b) A “Competitor” is any entity doing business directly or indirectly (e.g., as an owner, investor, provider of capital or
otherwise) in the United States including any territory of the United States (the ‘" Territory™) that provides products and/or services that are the
same or similar to the products and/or services that are currently being provided at the time of Executive’s termination or that were provided by
the Company Group during the two-year period prior to the Executive’s separation from service with the Company Group.

© The Executive acknowledges and agrees that due to the continually evolving nature of the Company Group’s industry,
the scope of its business and/or the identities of Competitors may change over time. The Executive further acknowledges and agrees that the
Company Group markets its products and services on a nationwide basis, encompassing the Territory and that the restrictions imposed by this
covenant, including the geographic scope, are reasonably necessary to protect the Company Group’s legitimate interests.

(d) The Executive covenants and agrees that should a court at any time determine that any restriction or limitation in this
Section 11 is unreasonable or unenforceable, it will be deemed amended so as to provide the maximum protection to the Company Group and
be deemed reasonable and enforceable by the court.

12.  Non-Solicitation. In consideration of the Company entering into this Agreement, for a period commencing on the Effective Date
and ending on the expiration of the Restricted Period, the Executive hereby covenants and agrees that he shall not, directly or indirectly,
individually or on behalf of any other person or entity do or suffer any of the following:

(@)  hire or employ or assist in hiring or employing any persoti who was at any time during the last 18 months of Executive’s
employment an employee, representative or agent of any member of the Company Group or solicit, aid, induce or attempt to solicit, aid, induce
or persuade, directly or indirectly, any person who is an employee, representative, or agent of any member of the Company Group to leave his
or her employment with any member of the Company Group to accept employment with any other person or entity;
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(b) induce any person who is an employee, officer or agent of the Company Group, or any of its affiliated, related or
subsidiary entities to terminate such relationship;

(c) solicit any customer of the Company Group, or any person or entity whose business the Company Group had solicited
during the 180 day period prior to termination of the Executive’s employment for purposes of business which is competitive to the Company
Group within the Tetritory; or

(d) solicit, aid, induce, persuade or attempt to solicit, aid, induce or persuade any person or entity to take any action that
would result in a Change in Control of the Company or to seek to control the Board in a material manner.

(e} For purposes of this Section 12, the term “solicit or persuade” includes, but is not limited to, (i) initiating
communications with an employee of the Company Group relating to possible employment, (ii) offering bonuses or additional compensation to
encourage an employee of the Company Group to terminate his employment, (jii) referring employees of the Company Group to personnel or
agents employed by competitors, suppliers or customers of the Company Group, and (iv) initiating communications with any person or entity
relating to a possible Change in Control,

13.  Developments.

(a) The Executive acknowledges and agrees that he will make full and prompt disclosure to the Company of all inventions,
improvements, discoveries, methods, developments, software, mask works, and works of authorship, whether patentable or copyrightable or
not, (i) which relate to the Company’s business and have heretofore been created, made, conceived or reduced to practice by the Executive or
under his direction or jointly with others, and not assigned to prior employers, or (ii) which have utility in or relate to the Company’s business
and are created, made, conceived or reduced to practice by the Executive or under his direction or jointly with others during his employment
with the Company, whether or not during normal working hours or on the premises of the Company (all of the foregoing of which are
collectively referred to in this Agreement as “Developments™).

(b) The Executive further agrees to assign and does hereby assign to the Company (or any person or entity designated by
the Company) all of the Executive’s rights, title and interest worldwide in and to all Developments and all related patents, patent applications,
copyrights and copyright applications, and any other applications for registration of a proprietary right. This Section 13(b) shall not apply to
Developments that the Executive developed entirely on his own time without using the Company’s equipment, supplies, facilities, or Proprietary
Information and that does not, at the time of conception or reduction to practice, have utility in or relate to the Company’s business, or actual
or demonstrably anticipated research or development. The Executive understands that, to the extent this Agreement shall be construed in
accordance with the laws of any Territory which precludes a requirement in an employee agreement to assign certain classes of inventions made
by an employee, this Section 13(b) shall be interpreted not to apply to any invention which a court rules or the Company agrees falls within
such classes.
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(c)  The Executive further agrees to cooperate fully with the Company, both during and after his employment with the
Company, with respect to the procurement, maintenance and enforcement of copyrights, patents and other intellectual property rights (both in
the United States and other countries) relating to Developments. The Executive shall not be required to incur or pay any costs or expenses in
connection with the rendering of such cooperation. The Executive will sign all papers, including, without limitation, copyright applications, patent
applications, declarations, oaths, formal assignments, assignments of priority rights, and powers of attorney, and do all things that the Company
may reasonably deem necessary or desirable in order to protect its rights and interests in any Development.

(d) The Executive further acknowledges and agrees that if the Company is unable, after reasonable effort, to secure the
Executive’s signature on any such papers, any executive officer of the Company shall be entitled to execute any such papers as the Executive’s
agent and attorney-in-fact, and the Executive hereby irrevocably designates and appoints each executive officer of the Company as his agent
and attorney-in-fact to execute any such papers on the Executive’s behalf, and to take any and all actions as the Company may deem
necessary or desirable in order to protect its rights and interests in any Development, under the conditions described in this sentence.

14.  Remedies. The Executive and the Company agree that the covenants contained in Sections 10, 11, 12 and 13 are reasonable
under the circumstances, and further agree that if in the opinion of any court of competent jurisdiction any such covenant is not reasenable in
any respect, such court will have the right, power and authority to sever or modify any provision or provisions of such covenants as to the court
will appear not reasonable and to enforce the remainder of the covenants as so amended. The Executive acknowledges and agrees that the
remedy at law available to the Company for breach of any of the Executive’s obligations under Sections 10, 11, 12 and 13 would be
inadequate and that damages flowing from such a breach may not readily be susceptible to being measured in monetary terms, Accordingly, the
Executive acknowledges, consents and agrees that, in addition to any other rights or remedies that the Company may have at law, in equity or
under this Agreement, upon adequate proof of the Executive’s violation of any such provision of this Agreement, the Company will be entitled
to immediate injunctive relief and may obtain a temporary order restraining any threatened or further breach, without the necessity of proof of
actual damage. Without limiting the applicability of this Section 14 or in any way affecting the right of the Company to seek equitable remedies
hereunder, in the event that the Executive breaches any of the provisions of Sections 10, 11, 12 and 13 or engages in any activity that would
constitute a breach save for the Executive’s action being in a state where any of the provisions of Sections 10, 11, 12, 13 or this Section 14 is
not enforceable as a matter of law, then the Company’s obligation to pay any remaining severance compensation and benefits that has not
already been paid to Executive pursuant to Section 9 shall be terminated and within ten days of notice of such termination of payment, the
Executive shall return all severance compensation and the value of such benefits, or profits derived or received from such benefits.
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15.  Continued Availability and Cooperation.

(a) Following termination of the Executive’s employment, the Executive shall cooperate fully with the Company and with
the Company’s counsel in connection with any present and future actual or threatened litigation, administrative proceeding or investigation
involving the Company that relates to events, occurrences or conduct occurring (or claimed to have occurred} during the peried of the
Executive’s employment by the Company. Cooperation will include, but is not limited to:

(i) making himself reasonably available for interviews and discussions with the Company’s counsel as well as for
depositions and trial testimony;

(ii) if depositions or trial testimony are to occur, making himself reasonably available and cooperating in the
preparation therefore, as and to the extent that the Company or the Company’s counsel reasonably requests;

(iii)  refraining from impeding in any way the Company’s prosecution or defense of such litigation or administrative
proceeding; and

(iv)  cooperating fuily in the development and presentation of the Company’s prosecution or defense of such
litigation or administrative proceeding.

(b) The Company will reimburse the Executive for reasonable travel, lodging, telephone and similar expenses, as well as
reasonable attorneys’ fees (if independent legal counsel is necessary), incurred in connection with any cooperation, consultation and advice
rendered under this Agreement afier the Executive’s termination of employment.

16.  Dispute Resolution.

(a) In the event that the Parties are unable to resolve any controversy or claim arising out of or in connection with this
Agreement or breach thereof, either Party shall refer the dispute to binding arbitration, which shall be the exclusive forum for resolving such
claims. Such arbitration will be administered by Judicial Arbitration and Mediation Services, Inc. (“JAMS”) pursuant to its Employment
Arbitration Rules and Procedures and governed by Kansas law. The arbitration shall be conducted by a single arbitrator selected by the Parties
according to the rules of JAMS. In the event that the Parties fail to agree on the selection of the arbitrator within 30 days after either Party’s
request for arbitration, the arbitrator will be chosen by JAMS. The arbitration proceeding shall commence on a mutually agreeable date within
90 days after the request for arbitration, unless otherwise agreed by the Parties, and in the location where the Executive worked during the six
months immediately prior to the request for arbitration if that location is in Kansas or Virginia, and if not, the location will be Kansas, unless the
Parties agree otherwise,

(b) The Parties agree that each will bear their own costs and attorneys’ fees. The arbitrator shall not have authority to
award attorneys’ fees or costs to any Party.

© The arbitrator shall have no power or authority to make awards or orders granting relief that would not be available to
a Party in a court of law. The arbitrator’s award is limited by and must comply with this Agreement and applicable federal, state, and local
laws. The decision of the arbitrator shall be final and binding on the Parties.
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(d) Notwithstanding the foregoing, no claim or controversy for injunctive or equitable relief contemplated by or allowed
under applicable law pursuant to Section 10, 11, 12 and 13 of this Agreement will be subject to arbitration under this Section 16, but will
instead be subject to determination in a court of competent jurisdiction in Kansas, which court shall apply Kansas law consistent with
Section 21 of this Agreement, where either Party may seek injunctive or equitable relief.

17.  Other Agreements. No agreements {other than the agreements evidencing any grants of equity awards) or representations, oral
or otherwise, express or implied, with respect to the subject matter hereof have been made by either party which are not expressly set forth in
this Agreement. Each party to this Agreement acknowledges that no representations, inducements, promises, or other agreements, orally or
otherwise, have been made by any party, or anyone acting on behalf of any party, pertaining to the subject matter hereof, which are not
embodied herein, and that no prior and/or contemporaneous agreement, statement or promise pertaining to the subject matter hereof that is not
contained in this Agreement shall be valid or binding on either party.

8.  Withholding of Taxes. The Company will withhold from any amounts payable under this Agreement all federal, state, city or
other taxes as the Company is required to withhold pursuant to any law or government regulation or ruling.

19.  Successors and Binding Agreement.

(a) The Company will require any successor (whether direct or indirect, by purchase, merger, consolidation, reorganization
ot otherwise) to all or substantially all of the business or assets of the Company expressly to assume and agree to perform this Agreement in the
same manner and to the same extent the Company would be required to perform if no such succession had taken place. This Agreement will be
binding upon and inure to the benefit of the Company and any successor to the Company, including without limitation any persons acquiring
directly or indirectly all or substantially all of the business or assets of the Company whether by purchase, merger, consolidation, reorganization
or otherwise (and such successor shall thereafter be deemed the “Company” for the purposes of this Agreement), but will not otherwise be
assignable, transferable or delegable by the Company, except that the Company may assign and transfer this Agreement and delegate its duties
thereunder to a wholly owned Subsidiary,

(b) This Agreement will inure to the benefit of and be enforceable by the Executive’s personal or legal representatives,
executors, administrators, successors, heirs, distributees and legatees.

(©) This Agreement is personal in nature and neither of the parties hereto shall, without the consent of the other, assign,
transfer or delegate this Agreement or any rights or obligations hereunder except as expressly provided in Sections 19(a) and 19(b). Without
imiting the generality or effect of the foregoing, the Executive’s right to receive payments hereunder will not be assignable, transferable or
delegable, whether by pledge, creation of a security interest, or otherwise, other than by a transfer by the Executive’s will or by the laws of
descent and distribution and, in the event of any attempted assignment or transfer contrary to this Section 19(c), the Company shall have no
liability to pay any amount so attempted to be assigned, transferred or delegated.
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20. Notices. All communications, including without limitation notices, consents, requests or approvals, required or permitted to be
given hereunder will be in writing and will be duly given when hand delivered or dispatched by electronic facsimile transmission (with receipt
thereof confirmed), or five business days after having been mailed by United States registered or certified mail, return receipt requested,
postage prepaid, or three business days after having been sent by a nationally recognized overnight courier service such as Federal Express or
UPS, addressed to the Company (to the attention of the General Counsel of the Company) at its principal executive offices and to the
Executive at his principal residence, or to such other address as any party may have furnished to the other in writing and in accordance
herewith, except that notices of changes of address shall be effective only upon receipt.

21, Goveming Law and Choice of Forum.

(a) This Agreement will be construed and enforced according to the laws of the State of Kansas, without giving effect to
the conflict of laws principles thereof,

()] To the extent not otherwise provided for by the Section 16 of this Agreement, the Executive and the Company
consent to the jurisdiction of all state and federal courts located in Overland Park, Johnson County, Kansas, as well as to the jurisdiction of all
courts of which an appeal may be taken from such courts, for the purpose of any suit, action, or other proceeding arising out of, or in
connection with, this Agreement or that otherwise arise out of the employment relationship. Each party hereby expressly waives any and all
rights to bring any suit, action, or other proceeding in or before any court or tribunal other than the cowrts described above and covenants that it
shall not seek in any manner to resolve any dispute other than as set forth in this paragraph. Further, the Executive and the Company hereby
expressly waive any and all objections either may have to venue, including, without limitation, the inconvenience of such forum, in any of such
courts. In addition, each of the parties consents to the service of process by personal service or any manner in which notices may be delivered
hereunder in accordance with this Agreement.

22. Validity/Severability. If any provision of this Agreement or the application of any provision is held invalid, unenforceable or
otherwise illegal, the remainder of this Agreement and the application of such provision will not be affected, and the provision so held to be
invalid, unenforceable or otherwise illegal will be reformed to the extent (and only to the extent) necessary to make it enforceable, valid or legal.
To the extent any provisions held to be invalid, unenforceable or otherwise illegat cannot be reformed, such provisions are to be stricken
herefrom and the remainder of this Agreement will be binding on the parties and their successors and assigns as if such invalid or illegal
provisions were never included in this Agreement from the first instance.

23, Survival of Provisions. Notwithstanding any other provision of this Agreement, the parties’ respective rights and obligations
under Sections 10, 11, 12, 13, 14, 15, 16, 18, 22 and 26 will survive any termination or expiration of this Agreement or the termination of the
Executive’s employment.
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24. Representations and Acknowledgements.

(a) The Executive hereby represents that he is not subject to any restriction of any nature whatsoever on his ability to
enter into this Agreement or to perform his duties and responsibilities hereunder, including, but not limited to, any covenant not to compete with
any former employer, any covenant not to disclose or use any non-public information acquired during the course of any former employment or
any covenant not to solicit any customer of any former employer,

b The Executive hereby represents that, except as he has disclosed in writing to the Company, he is not bound by the
terms of any agreement with any previous employer or other party to refrain from using or disclosing any trade secret or confidential or
proprietary information in the course of the Executive’s employment with the Company or to refrain from competing, directly or indirectly, with
the business of such previous employer or any other party.

{©) The Executive further represents that, to the best of his knowledge, his performance of all the terms of this Agreement
and as an employee of the Company does not and will not breach any agreement with another party, including without limitation any agreement
to keep in confidence proprietary information, knowledge or data the Executive acquired in confidence or in trust prior to his employment with
the Company, and that he will not knowingly disclose to the Company or induce the Company to use any confidential or proprietary
information or material belonging to any previous employer or others.

(d) The Executive acknowledges that he will not be entitled to any consideration or reimbursement of legal fees in
connection with execution of this Agreement.

(G)] The Executive hereby represents and agrees that, during the Restricted Period, if the Executive is offered employment
or the opportunity to enter into any business activity, whether as owner, investor, executive, manager, employee, independent consultant,
contractor, advisor or otherwise, the Executive will inform the offeror of the existence of Sections 10, 11, 12 and 13 of this Agreement and
provide the offeror a copy thereof. The Executive authorizes the Company to provide a copy of the relevant provisions of this Agreement to
any of the persons or entities described in this Section 24(e) and to make such persons aware of the Executive’s obligations under this
Agreement.

25. Compliance with Code Section 409A. With respect to reimbursements or in-kind benefits provided under this Agreement:
(a) the Company will not provide for cash in lieu of a right to reimbursement or in-kind benefits to which the Executive has a right under this
Agreement, (b) any reimbursement or provision of in-kind benefits made during the Executive’s lifetime (or such shorter period prescribed by a
specific provision of this Agreement) shall be made not later than December 31+ of the year following the year in which the Executive incurs the
expense, and (c) in no event will the amount of expenses so reimbursed, or in-kind benefits provided, by the Company in one year affect the
amount of expenses eligible for reimbursement, or in-kind benefits to be provided, in any other taxable year. Each payment, reimbursement or
in-kind benefit made pursuant to the provisions of this Agreement shall be regarded as a separate payment and not one of a series of payments
for purposes of Section 409A of the Code. It is intended that any amounts payable under this Agreement and the Company’s and the
Executive’s exercise of authority or discretion hereunder shall comply with the provisions of Section 409A of the Code and the treasury
regulations relating thereto so as not to subject the Executive to the payment of the additional tax, interest and any tax penalty which may be
imposed under Section 409A of the Code. In furtherance of this interest, to the extent that any provision hereof would result in the Executive
being subject to payment of the additional tax, interest and tax penalty under Code Section 409A, the parties agree to amend this Agreement in
order to bring this Agreement into compliance with Code Section 409A; and thereafier interpret its provisions in a manner that complies with
Section 409A of the Code. Reference to Section 409A of the Code is to Section 409A of the Internal Revenue Code of 1986, as amended,
and will also include any proposed, temporary or final regulations, or any other guidance, promulgated with respect to such Section by the U.S.
Department of Treasury or the Internal Revenue Service. Notwithstanding the foregoing, no particular tax result for the Executive with respect
to any income recognized by the Executive in connection with the Agreement is guaranteed, and the Executive shall be responsible for any
taxes, penalties and interest imposed on him under or as a result of Section 409A of the Code in connection with the Agreement.
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26. Amendment; Waiver. Except as otherwise provided herein, his Agreement may not be modified, amended or waived in any
manner except by an instrument in writing signed by both Parties hereto. No waiver by either Party at any time of any breach by the other Party
hereto or compliance with any condition or provision of this Agreement to be performed by such other Party will be deemed a waiver of similar
or dissimilar provisions or conditions at the same or at any prior or subsequent time.

27. Counterparts. This Agreement may be executed in one or more counterparts, each of which shall be deemed to be an original
but all of which together will constitute one and the same agreement.

28. Headings. Unless otherwise noted, the headings of sections herein are included solely for convenience of reference and shall
not control the meaning or interpretation of any of the provisions of this Agreement.

29. Defined Terms.
(a) “Agreement” has the meaning set forth in the preamble.
{(b) “Base Salary” has the meaning set forth in Section 4(a).
(c) “Board” has the meaning set forth in Section 3(a}.
{d) “Bonus Award” has the meaning set forth in Section 4(b)(ii).
(&) “Bvlaws” means the Amended and Restated Sprint Nextel Corporation Bylaws, as may be amended from time to time.
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H “Capped Bonus Award” shall mean the lesser of the annual Target Bonus or actual performance for such fiscal year in
accordance with the then existing terms of the STIP, which shall not be payable until the Compensation Committee has determined that any
incentive targets have been achieved and the subsequent designated payout date has arrived.

(2) “Cause” shall mean:
(i)  any act or omission constituting a material breach by the Executive of any provisions of this Agreement;

(i)  the willful failure by the Executive to perform his duties hereunder (other than any such failure resulting from the
Executive’s Disability), after demand for performance is delivered by the Company that identifies the manner in which the Company
believes the Exccutive has ot performed his duties, if, within 30 days of such demand, the Executive fails to cure any such failure
capable of being cured;

(iii)  any intentional act or misconduct materially injurious to the Company or any Subsidiary, financial or otherwise,
or including, but not limited to, misappropriation, fraud including with respect to the Company’s accounting and financial statements,
embezzlement or conversion by the Executive of the Company’s or any of its Subsidiary’s property in connection with the Executive’s
duties or in the course of the Executive’s employment with the Company;

(iv)  the conviction (or plea of no contest) of the Executive for any felony or the indictment of the Executive for any
felony including, but not limited to, any felony involving fraud, moral turpitude, embezzlement or theft in connection with the Executive’s
duties or in the course of the Executive’s employment with the Company;

(v}  the commission of any intentional or knowing violation of any antifraud provision of the federal or state
securities laws;

(vi)  the Board reasonably believes in its good faith judgment that the Executive has committed any of the acts
referred to in this Section 29(g)(v);

(vii) there is a final, non-appealable order in a proceeding before a court of competent jurisdiction or a final order
in an administrative proceeding finding that the Executive committed any willful misconduct or criminal activity (excluding minor traffic
violations or other minor offenses) which commission is materially inimical to the interests of the Company or any Subsidiary, whether
for his personal benefit or in connection with his duties for the Company or any Subsidiary;

(viii)  current alcohol or prescription drug abuse affecting work performance;
(ix)  current illegal use of drugs; or

x) violation of the Company’s Code of Conduct, with written notice of termination by the Company for Cause in
each case provided under this Section 29(g).

-19-

Carter Employment Agreement — April 29, 2009




For purposes of this Agreement, no act or failure to act on the part of the Executive shall be deemed “intentional” if it was due primarily
to an error in judgment or negligence, but shall be deemed “intentional” only if done or omitted to be done by the Executive not in good faith
and without reasonable belief that the Executive’s action or omission was in the best interest of the Company.

(h) “Change in Control” has the meaning set forth in the CIC Severance Plan.

(i) “Chief Executive Officer” has the meaning set forth in Section 3(a).

() “CIC Severance Plan” means the Company’s Change in Controt Severance Plan, as may be amended from time to
time, or any successor plan, program or arrangement thereto.

(k) “CIC Severance Protection Period” has the meaning set forth in the CIC Severance Plan.

)] “Certificate of Incorporation” means the Amended and Restated Articles of Incorporation of Sprint Nextel
Corporation, as may be amended from time to time.

(m) “Code” has the meaning sct forth in Section 4(b)(v).
{(n) “Company™ has the meaning set forth in the preamble,
(0) “Company Group™ has the meaning set forth in Section 10{2)(i).

{p) “Compensation Committee” means the Human Capital and Compensation Committee of the Board.

{q) “Competitor” has the meaning set forth in Section 11{b).
(r) “Developments™ has the meaning set forth in Section 13(a).
(s) “Disability” or “Disabled” shall mean:

(i) the Executive’s incapacity due to physical or mental illness to substantially perform his duties and the essential
functions of his position, with or without reasonable accommodation, on a full-time basis for six consecutive months as determined by
the Board in its reasonable discretion, and within 30 days after a notice of termination is thereafter given by the Company, the Executive
shall not have returned to the full-time performance of the Executive’s duties; and, further,

(i)  the Executive becomes eligible to receive benefits under the LTD Plan;

provided, however, if the Executive shall not agree with a determination to terminate his employment because of Disability, the question of the
Executive’s disability shall be subject to the certification of a qualified medical doctor agreed to by the Company and the Executive. The costs
of such qualified medical doctor shall be paid for by the Company.
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® “Effective Date™ has the meaning set forth in the preamble.

(u) “Employee Plans” has the meaning set forth in Section 5(a).

) “Employment Term” means the Initial Employment Term and any Renewal Term.
(w)  “Executive’” has the meaning set forth in the preamble.

(x) “Good Reason” means the occurrence of any of the following without the Executive’s written consent, unless within 30
days of the Executive’s written notice of termination of employment for Good Reason, the Company cures any such occurrence:

(i) the Company’s material breach of this Agreement;

(iiy  areduction in the Executive's Base Salary, as set forth in Section 4(a), or Target Bonus, as set forth in
Section 4(b)(ii) (that is not in either case, agreed to by the Executive), as compared to the corresponding circumstances in place on the
Effective Date as may be increased pursuant to Section 4, except for across-the-board reductions generally applicable to all senior
executives; or

(iii)  relocation of the Executive’s principal place of work more than 50 miles without the Executive’s consent.

Any occurrence of Good Reason shall be deemed to be waived by the Executive unless the Executive provides the Company written notice of
termination of employment for Good Reason within 60 days of the event giving rise to Good Reason.

¥) “Initial Employment Term” has the meaning set forth in Section 2.
(z) “JAMS? has the meaning set forth in Section 16.
(aa) “LTD Plan” has the meaning set forth in Section 9(e).

(bb)  “LTSIP” means the Company’s 2007 Omnibus Incentive Plan, effective May 8, 2007, as may be amended from time
to time, or any successor plan, program or arrangement thereto.

(cc)  “LTSIP Target Award Opportunities” has the meaning set forth in Section 4(b)(iii).

(dd)  “Participant” has the meaning set forth in the CIC Severance Plan.
(ee)  “Parties” has the meaning set forth in the preamble.

(ffy  “Party” has the meaning set forth in the preamble.
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(zg) “Payment Period” means the period of 18 continuous months, as measured from the Executive’s Separation from

Service.
{hh) “Place of Performance” has the meaning set forth in Section 8.
(ii) “Proprigtary Information” has the meaning set forth in Section 10(a)(i).
(a) “Release”™ means a release of claims in a form provided to the Executive by the Company in connection with the

payment of benefits under this Agreement.

(b} “Release Consideration and Revocation Period” means the combined total of the Release Consideration Period and
the Release Revocation Period.

(c) “Release Consideration Period” means the period of time pursuant to the terms of the Release afforded the Executive
to consider whether to sign it.

Gn “Release Revocation Period” means the period pursuant to the terms of an executed Release in which it may be
revoked by the Executive.

(kk) “Renewal Term™ has the meaning set forth in Section 2.

{n “Restricted Period” means the 18 month period following the Executive’s date of termination of employment with the
Company for any reason or Cause, including for nonrenewal of this Agreement, Disability, termination by the Company or termination by the
Executive.

{(mm)  “Separation from Service” means “separation from service™ from the Company and its subsidiaries as described
under Section 409A of the Code and the guidance and Treasury regulations issued thereunder. Separation from Service will occur on the date
on which the Executive’s level of services to the Company decreases to 21 percent or less of the average level of services performed by the
Executive over the immediately preceding 36-month period (or if providing services for less than 36 months, such iesser period) after taking
into account any services that the Executive provided prior to such date or that the Company and the Executive reasonably anticipate the
Executive may provide (whether as an employee or as an independent contractor) after such date. For purposes of the determination of
whether the Executive has had a Separation from Service, the tertn “Company” shall mean the Company and any affiliate with which the
Company would be considered a single employer under Section 414(b) or 414(c) of the Code, provided that in applying Sections 1563(a}(1),
(2), and (3) of the Code for purposes of determining a controlled group of corporations under Section 414(b) of the Code, the language “at
least 50 percent” is used instead of “at least 80 percent” each place it appears in Sections 1563(a)(1), (2} and (3) of the Code, and in applying
Treasury Regulation Section 1.414(c)-2 for purposes of determining trades or businesses (whether or not incorporated) that are under
common control for purposes of Section 414(c) of the Code, “at least 50 percent” is used instead of “at least 80 percent” each place it
appears in Treasury Regulation Section 1.414(c)-2. In addition, where the use of such definition of “Company” for purposes of determining a
Separation from Service is based upon legitimate business criteria, in applying Sections 1563(a)(1), (2}, and (3) of the Code for purposes of
determining a controlled group of corporations under Section 414(b) of the Code, the language “at least 20 percent” is used instead of “at least
80 percent” at each place it appears in Sections 1563(a)(1), (2) and (3) of the Code, and in applying Treasury Regulation Section 1.414(c)-2
for purposes of determining trades or businesses (whether or not incorporated) that are under commen control for purposes of Section 414(c)
of the Code, “at least 20 percent” is used instead of “at least 80 percent” at each place it appears in Treasury Regulation Section 1.414(c)-2.
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(nn} “Specified Employee” shall mean an Executive who is a “specified employee” for purposes of Section 409A of the
Code, as administratively determined by the Board in accordance with the guidance and Treasury regulations issued under Section 409A of the
Code.

{00) “Separation Plan” means the Company’s Separation Plan Amended and Restated Effective August 13, 2006, as may
be amended from time to time or any successor plan, program, arrangement or agreement thereto.

(pp) *Specified Employee” shall mean an Executive who is a *specified employee” for purposes of Section 409A of the
Code, as administratively determined by the Board in accordance with the guidance and Treasury regulations issued under Section 409A of the
Code.

(qq) “STIP” means the Company’s short-term incentive plan under Section 8 of the Company’s 2007 Omnibus Incentive
Plan, effective May 8, 2007, as may be amended from time to time, or any successor plan, program or arrangement thereto.

(rr) “Subsidiary” shall mean any entity, corporation, partnership (general or limited), limited liability company, entity, firm,
business organization, enterprise, association or joint venture in which the Company directly or indirectly controls ten percent or more of the
voting interest, Notwithstanding the foregoing, for purposes of Section 3(a), “Subsidiary” shall mean any affiliate with which the Company
would be considered a single employer as described in the definition of Separation from Service.

(ss) “Target Bonuses’ has the meaning set forth in Section 4(b)(ii).
(tt) “Territory”” has the meaning set forth in Section 1i(b).
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IN WITNESS WHEREOQF, the Company has caused this Agreement fo be signed by an officer pursuant to the authority of its Board,
and the Executive has executed this Agreement, as of the day and year first written above.

SPRINT NEXTEL CORPORATION

By: /s/ Sandra J. Price

Sandra J. Price
Senior Vice President, Human Resources

/s/ Matthew Carter Jr
Matthew Carter Jr.
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Section 3: EX-10.34 (EMPLOYMENT AGREEMENT, DATED JULY 27, 2009)

Exhibit 10.34
AMENDED AND RESTATED EMPLOYMENT AGREEMENT
(Danijet H. Schulman)

AMENDED AND RESTATED EMPLOYMENT AGREEMENT (the “Agreement”) dated as of July 27, 2009 by and between
Sprint Nextel Corporation (the “Company™) on behalf of itself and its subsidiaries, affiliates and related entities (“Affiliates) and Daniel H.
Schulman (the “Executive”).

WHEREAS, the Executive has been employed by Virgin Mobile USA, L.P. (“Prior Employer™) pursuant to the terms of an Amended
and Restated Employment Agreement between Virgin Mobile USA, Inc. (“VMU”) and Executive, dated as of January 1, 2008, as amended
December 12, 2008 (the “Prior Agreement™);

WHEREAS, concurrently with the execution of this Agreement, the Company, its subsidiary and VMU are entering into an Agreement
and Plan of Merger (the “Merger™), dated as of the date hereof (as amended, restated, supplemented or otherwise modified from time to time,

the “Merger Agreement”);

WHEREAS, as a result of the transactions contemplated by the Merger Agreement, the Company desires to assume Executive’s Prior
Agreement and the Executive desires to accept such assumption concurrently with (and subject to the occurrence of) the Effective Time (as
defined in the Merger Agreement and referred to herein as the “Commencement Date™} and the execution and delivery of the Merger
Agreement; and

WHEREAS, both Company and Executive desire to amend and restate the Prior Agreement in its entirety in the form hereof and enter
into this Agreement,

NOW THEREFORE, in consideration of the premises and mutual covenants herein and for other good and valuable consideration, the
parties agree to amend and restate the Prior Agreement in its entirety as follows:

1. Term of Employment. Executive shall be employed by the Company hereunder for a period commencing as of the Commencement
Date and ending upon termination of Executive’s employment pursuant to Section 9 of this Agreement (the “Employment Term”).

2. Position.

(a) During the Employment Term, Executive shall serve as the Company’s President, Prepaid, shall report directly to the Chief
Executive Officer of the Company (the *Chief Executive Officer”) and shall have full authority for the day to day operations of the Company’s
entire prepaid wireless business (“Prepaid”™), subject to oversight by and prior approval of the Chief Executive Officer for major transactions
and financial commitments, and such other duties, consistent with Executive’s position, as shall be determined from time to time by the Chief
Executive Officer. Executive shall have exclusive authority with regard to the hiring and firing of all employees (other than himself) and
consultants of Prepaid; provided that (i} Executive shall consult with the Chief Executive Officer with regard to the hiring and firing of senior
executives in Prepaid and (it) following consultation with Executive, the Chief Executive Officer shall retain the right to unilaterally terminate the
employment of any such employee or consultant for cause. Notwithstanding the foregoing, Executive’s authorities and duties shall in al! cases be
subject to the fiscal policy, annual plans and budgets, as determined from time to time by the Company.
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(b) During the Employment Term, Executive will devote Executive’s full business time and efforts to the performance of
Executive's duties hereunder and will not engage in any other business, profession or occupation for compensation or otherwise which would
materially conflict or interfere with the rendition of such services either directly or indirectly, without the prior written consent of the Chief
Executive Officer; provided that nothing herein shall preclude Executive (i) from continuing to serve on any board of directors, advisory
committees or boards of trustees of those business corporations and/or charitable organizations listed on Schedule T hereto, (ii) from being
involved in charitable, professional and political support activities, (iii) from managing his personal and family investments and (iv) subject to the
prior approval of the Chief Executive Officer, from accepting appointment to any additional boards of directors or advisory committees of any
business corporation, provided, in each case, and in the aggregate, that such activities do not materially conflict or interfere with the
performance of Executive’s duties hereunder or conflict or interfere with Section 10.

(c) The principal place of Executive’s employment hereunder shall be in Northem or Central New Jersey or New York City,
New York subject to such travel as may be reasonably necessary in connection with Executive’s performance of his duties to the Company
(the “Principal Place of Employment™).

3. Base Salary. Effective as of the Commencement Date and continuing for the duration of the Employment Term, the Company shall
pay Executive a base salary at the annual rate of $750,000, payable in regular installments in accordance with the Company’s usual payment
practices. Executive’s base salary shall be reviewed annually by the Compensation Committee of the Company’s Board of Directors (the
“Compensation Committee”) and shall be subject to such increases, if any, as may be determined from time to time in the sole discretion of the
Compensation Committee. Once increased, the Executive’s base salary shall not be reduced before 2012 without Executive’s written consent
or, thereafter, except for across-the-board reductions generally applicable to the Company’s senior executives. Executive’s annual base salary,
as in effect from time to time, is hereinafter referred to as the “Base Salary.”

4. Short-term Incentive.

{a) With respect to the fiscal year ending December 31, 2009 Executive shall be eligible to earn a semi-annual target bonus
award (a “Semi-Annual Bonus™) of one hundred twenty percent (120%) of Executive’s Base Salary during such semi-annual period and, with
respect to each performance period thereafter during the Employment Term, a Short-term Incentive (“STI”) opportunity of at least one
hundred twenty-five percent (125%) of Executive’s annual Base Salary during such performance period (in each case, the “Target Bonus™ and,
in each case, not subject to reduction before 2012 without Executive’s written consent and, thereafter, except for across-the-board reductions
generally applicable to the Company’s senior executives), based upon, and subject to, the achievement of reasonable performance objectives
established for each applicable performance period during the term of Executive’s employment.
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(b) With respect to the calendar year ending December 31, 2009, there shall be two semi-annual performance periods of
January 1st through June 30n, 2009 (the “Interim Performance Period”) and January Ist through December 31x, 2009 (the “Annual
Performance Period”). The Semi- Annual Bonus for the Interim Performance Period, if any, shall be paid to Executive during 2009 and the
Semi-Annual Bonus for the Annual Performance Period, if any, shall be paid to Executive no later than March 15, 2010, Payment for the
Annual Performance Period shall be based upon objectives and schedules in effect immediately before the Commencement Date and such
payment will be based on year-to-date achievements against year-to-date target achievements less payment, if any, for the Interim Performance
Period.

(c) With respect to calendar years ending December 31, 2010 and 2011, Executive’s STI opportunity will be based on the
achievement of objectives, established by the Compensation Committee with input from the Executive, based on the criteria set forth in
Schedule II attached hereto. Each 2010 and 2011 performance objective will have a payout range with a threshold of 25% (below which
results in a zero payout), target at 100% and maximum achievement of 200%. Payment of ST1, if earned, is subject to Executive’s continued
employment with the Company through the end of the applicable calendar year performance period, except as otherwise provided in this
Agreement, and shall be paid no later than March 15» after the end of the applicable calendar year performance period.

(d) Executive’s STI for performance periods after 2011 shall be subject to Section 4(a) above and such other terms as
determined by the Compensation Committee, but shall be no less favorable in design than that available to the Company’s other senior
executives.

5. Long-term Incentive (“LTI™).

(a) With respect to the fiscal year ending December 31, 2009, Executive shall be eligible to receive a long-term incentive award
(the “Incentive Award”) in the amount of $1,100,000 pursuant to the terms of the Prior Employer’s 2009 Mid-term Incentive Plan, based
upon, and subject to, the achievement of performance objectives previously established by the Prior Employer. Any such bonus shall be paid
by March 15, 2010. This bonus shall be referred to as the “Mid-Term Bonus.” Payment of the Mid-Term Bonus shali be determined by the
same performance criteria as in effect immediately before the Commencement Date but will be based upon year-to-date achievements through
the Commencement Date against year-to-date targets through the Commencement Date.

(b) With respect to calendar years ending December 31, 2010 and 2011, Executive’s aggregate target LTI opportunity is
$6,000,000, of which 25% percent will be awarded in restricted stock units (“RSUs”) and 75% will be performance-based awards payable in
cash and/or unrestricted registered shares of Company stock at the discretion of the Compensation Committee. The RSUs and performance-
based awards shall be granted under the Company’s 2007 Omnibus Incentive Plan or any successor plan thereto and shall be made no the
later than the later of (i) November 5, 2009 and (ii) the Commencement Date.
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(i)  The RSUs shall vest 50% on December 31, 2010 and the underlying shares shall be delivered in January 2011, and
50% on December 31, 2011 and the underlying shares shall be delivered in January 2012, subject to Executive continued employment with the
Company through the respective December 31, except as otherwise provided in this Agreement; and

(i) The performance-based awards shall be payable based upon the achievement of performance objectives,
established within 90 days after the beginning of the applicable performance period by the Compensation Committee with input from the
Executive, and shall be consistent with the criteria set forth in Schedule II1 attached hereto. Each objective will have a payout range with a
threshold of 25 percent {below which results in a 0 payout), target at 100 percent and maximum achievement of 150 percent. Payment of these
performance-based awards, if earned, is subject to Executive’s continued employment with the Company through December 31, 2011, except
as otherwise provided in this Agreement, and would be paid no later than March 15, 2012.

(iti) Subject to Section 6(h), if Executive is terminated due to death or Disability (as defined below), without Cause by
the Company, resigns for Good Reason (as defined below) or resigns pursuant to a mutually agreed upon succession plan as described in
Section 9(d) hereof, then any unvested portion of the RSUs shall vest in full on the date of termination and Executive shall be entitled to pro-
rata payment of the performance-based awards in an amount and payable pursuant to Section H(c)(iiiXD) (or Section 9(d)(ii)(D) if termination
is pursuant to the mutually agreed upon succession plan) hereof.

{iv) The RSUs and performance-based awards shall not be subject to any post-termination restrictions and obligations
other than as provided herein or in the “Clawback Policy” as described in the Company’s Definitive Proxy Statement filed with the United
States Securities Exchange Commission on March 30, 2009.

(c) After 2011, Executive shall have such LTI opportunities and with such terms as determined by the Compensation Committee,
but shall be no less favorable in design than that available to the Company’s other senior executives.

6. Equity Arrangements,

(a) Existing Equity Awards. Except as otherwise provided in this Agreement, the option granted to Executive by VMU on
November 12, 2008 and the restricted stock unit grants made or assumed by VMU on February 14, 2007, May 23, 2007, March 13, 2008,
and February 23, 2009 (“Existing Equity Awards”) shall continue to be governed by their respective existing terms and conditions, subject to
the terms of the Merger Agreement as to conversions and assumptions and Section 6(b) below.
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(b) Restricted Stock Units. As of March 13, 2008, Executive was granted an aggregate of 400,000 restricted stock units of
VMU (the “Restricted Stock Units™), and his right to 133,333 of these Restricted Stock Units was vested before the Commencement Date.
Notwithstanding Section 6(a) above, the remaining unvested portion of the Restricted Stock Units shall vest pursuant to the following criteria:

(i) 2009 Vesting Opportunity. Subject to Executive’s continued employment with the Company as of December 31,
2009 (and subject to Sections 6(b)(ii} and 6(c) below), 133,333 of the Restricted Stock Units (the amount which is based on pre-Merger
conversion calculations) shall become vested if VMU’s net eamings per share for fiscal year 2009 through the closing date for the Merger (the
“Merger Closing Date™) meets or exceeds the target set by the VMU Compensation Committee, as certified by the Compensation Committee
in good faith as soon as practicable following the receipt by the Company of VMU’s unaudited financial statements for fiscal year 2009 up to
the Merger Closing Date (but in no event later than December 31, 2010).

(i) 2010 Vesting Opportunity. Subject to Executive’s continued employment with the Company as of December 31,
2010 {and subject to the Section 6(c) below), the remaining 133,334 of the Restricted Stock Units (the amount which is based on pre-Merger
conversion calculations) and any remaining unvested Restricted Stock Units that have not vested in prior years shall become vested on
January 1, 2011,

(c) Accelerated Vesting. In the event that either (x) Executive is still employed with the Company six (6) months following the
Merger Closing Date or (y) within six (6) months following the Merger Closing Date Executive’s employment is terminated by reason of death,
Disability, the Company without Cause or if Executive resigns for Good Reason, all unvested Existing Equity Awards then held by Executive
shall fully vest, as the case may be, upon the occurrence of such six (6) month anniversary or such termination of employment and the
Restricted Stock Units and any other restricted stock units shall be distributed as provided in the applicable grant agreements, subject to
Section 16 hereof.

(d) Post-Termination Option Exercise Period of Existing Equity Awards. In the event that either (x} Executive’s employment is
terminated by the Company without Cause or for Disability, (y) Executive resigns for Good Reason or Executive’s employment is terminated as
a result of death or (z) Executive’s employment is terminated pursuant to the terms of a mutually agreed succession plan as described in
Section 9(d) hereof Executive shall be entitled to receive an extension of the period of time to exercise vested stock options that are Existing
Equity Awards that are held by Executive on the date of such termination through the twenty-four (24) month period following such termination
date (i.e., vested stock options that are not exercised will expire on the earlier of the end of such twenty-four (24) month period or the
expiration date of the stock option); provided, however, if Executive (x) breaches any of his obligations under Section 10 (which remains
uncured for ten (10) days following written notice from the Company of such breach) or (y) materially breaches during the one (1) year period
following Executive’s termination of employment with the Company, the confidentiality restriction set forth in Section 11(a) (including any willful
breach or disclosure of material confidential information or other disclosure which could reasonably be expected to result in material harm to
the Company), any extension shall cease to apply and the Executive may thereafter only exercise such options during the original exercise
period.
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(e} Forfeiture. Notwithstanding anything herein to the contrary, if Executive (x) breaches any of his obligations under Section 10
(which remains uncured for ten (10) days following written notice from the Company of such breach} or (y) materially breaches, during the one
(1) year period following Executive’s termination of employment with the Company, the confidentiality restrictions set forth in Section 11(a)
(including any willful breach or disclosure of material confidential information or other disclosure which could reasonably be expected to result
in material harm to the Company), then (i) all unvested Restricted Stock Units then held by Executive shall be automatically forfeited as of the
date of such breach and (ii) with respect to shares of Company or VMU common stock issued to Executive either upon the lapse of
restrictions relating to Restricted Stock Units within the lesser of the one-year period preceding such breach or the period of time elapsed from
the date of termination through the date of such breach or upon the exercise of vested stock options held by Executive and exercised during the
period beginning on termination of Executive’s employment and ending on the first anniversary of such termination, Executive shall pay to the
Company the after-tax value of such shares received by the Executive (as determined by the market price of the shares of Company or VMU,
as the case may be, common stock as of the date of the lapse of such restrictions or the date of exercise of such vested stock options).

(f) Change in Control. For purposes of this Agreement, “Change in Control” shall mean an event satisfying the requirements of
Treas. Reg. Section 1.409A-3(i)(5) and which is one of the following: (i) the sale or disposition, in one or a series of related transactions, of all
ot substantially all of the assets of the Company to any “person” or “group” (as such terms are defined in Sections 13(d)(3) and 14(d¥2) of the
Exchange Act of 1934 (the “Exchange Act”), (ii} any person or group is or becomes the “beneficial owner” (as defined in Rules 13d-3 and
13d-5 under the Exchange Act), directly or indirectly, of more than 5(0%% of the total voting power of the Company or (iii) any merger or other
corporate transaction after which the ouistanding shares of the Company immediately prior thereto represent less than fifty percent (50%) of
the voting power (in the election of directors) of the shares in the surviving entity immediately thereafter.

(g) For the avoidance of doubt, the provisions of the Prior Agreement, including the definitions of Change in Control, Cause,
Good Reason, and Disability in such Prior Agreement, shall continue to be incorporated as part of any Existing Equity Awards to the extent so
incorporated on the Commencement Date and any cash incentive awards made by the VMU or its affiliates to Executive, as well as any related
award agreements. Except as otherwise specifically provided in the grant or other agreement, in the event of any inconsistency between the
terms and conditions governing any Existing Equity Awards or cash incentive awards and the Prior Agreement, the provisions of the Prior
Agreement shall goverm.
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(h) Accelerated Vesting of Future FEquity Awards. In the event that within two (2) years following a Change in Control
Executive’s employment is terminated by reason of death, Disability, the Company without Cause or if Executive resigns for Good Reason, or
Executive’s employment is terminated pursuant to the terms of a mutually agreed succession plan as described in Section 9(d) hereof all
unvested future equity awards granted before 2012 (including the awards described in Section 5(b}) then held by Executive shall fully vest upon
the occurrence of such termination of employment, provided, that if an award is subject to multiple levels of performance-vesting, such award
shall vest based on required achievement in such equitable manner as established by the Compensation Committee at the time the award is
made and paid out within sixty (60) days following termination. Notwithstanding anything herein to the contrary, if within six {6) months prior to
a Change in Control and in anticipation of such Change in Control (i) Executive is terminated by the Company without Cause, or (ii) Executive
terminates employment for Good Reason, all unvested future equity awards (including the awards described in Section 5(b)} then held by
Executive shall fully vest as if the date of termination was immediately afier the date of such Change in Control, but payment of such amounts
shall be made at such time as if a Change in Control had not occurred. Distribution of any equity award that is considered “nonqualified
deferred compensation” under Section 409A or would be if not qualifying for the “short term deferral” exception under Section 409A to the
extent not provided herein, shall be made as provided in the applicable grant agreement (and in accordance with Section 409A).

7. Empioyee Benefits. During the Employment Term, Executive shall be entitled to participate in the Company’s employee benefit plans
and payroll practices (other than bonus and incentive plans) as in effect from time to time (collectively “Employee Benefits”), on the same basis
as those benefits are generally made available to other senior executives of the Company; provided that for the Employment Term, Executive
will be provided with a minimum of $2 million of life insurance death benefit protection, long-term disability protection of at least sixty-five
(65%) of Executive’s Base Salary and four (4) weeks per year of vacation,

8. Business Expenses. During the Employment Term, reasonable business expenses incurred by Executive in the performance of
Executive’s duties hereunder shall be reimbursed by the Company in accordance with Company policies. All taxable payments and
reimbursements related to expenses paid pursuant to this Section 8 shall be paid in accordance with Section 16(c) hereof.

9. Termination. The Employment Term and Executive’s employment hereunder may be terminated by either party at any time and for
any reason. Notwithstanding any other provision of this Agreement, the provisions of this Section 9 shall exclusively govern Executive’s rights
upon termination of employment with the Company.

(a) By the Company For Cause or By Executive Resignation Without Good Reason.

(i) The Employment Term and Executive’s employment hereunder may be terminated by the Company for Cause and
shall terminate automatically upon Executive’s resignation without Good Reason (other than pursuant to a mutually agreed succession plan as
described in Section 9(d) hereof); provided that Executive will be required to give the Company at least thirty (30) days advance written notice
of a resignation without Good Reason.
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(ii) For purposes of this Agreement, “Cause” shall mean, during the Employment Term: (i) Executive’s willful misconduct
or gross negligence with regard to the Company that has a material adverse effect on Company; (ii) Executive’s willful failure to attempt to
follow proper legal written direction of the Chief Executive Officer within five (5} business days after written notice by the Company that failure
to attempt to follow such direction shall be grounds for termination; (ii1) Executive’s willful continuous failure to attempt in good faith to perform
Executive’s duties hereunder (other than a result of incapacity due to physical or mental illness) within ten (10) days after delivery of a written
demand for substantial performance by the Company; (iv) Executive’s conviction of or plea of guilty or no contest to a felony (other than a
traffic violation) or misdemeanor invoiving fraud or theft with respect to Company or Company customer businesses or assets; or
(v) Executive’s breach of the provisions of Section 10 or 11(a) of this Agreernent which breach is not cured within fifteen (15) business days
after Executive’s receipt of written notice thereof from the Company. No act or failure to act {other than the events described in clause
(ii) above) will be considered to be “willful” if undertaken (or omitted to be done) in good faith and with a reasonable belief that such action or
inaction was in the best interests of the Company. No termination shall be for Cause unless the Notice of Termination (as defined below) is
accompanied (or followed) by a resolution adopted by two-thirds of the full Board at a meeting at which (or following a meeting at which)
Executive (and, if Executive elects, his counsel) are permitted to appear and respond to the charges and of which Executive has been given at
least ten (10) days written notice with reasonably specificity as to the alleged Cause event.

(iii) If Executive’s employment is terminated by the Company for Cause, or it’ Executive resigns without Good Reason
{other than pursuant to a mutually agreed succession plan as described in Section 9(d) hereof), Executive shall be entitled to receive:

(A) the Base Salary, and any accrued but unused and unpaid vacation, through the date of termination;

(B) any Semi-Annual Bonus or STI award and Mid-Term Bonus earned, but unpaid, as of the date of termination
for a preceding performance period, paid in accordance with Section 4 and Section 3, respectively (except to the extent payment is
otherwise deferred pursuant to any applicable deferred compensation arrangement with the Company);

(C) reimbursement, within sixty (60) days following submission by Executive to the Company of appropriate
supporting documentation, for any unreimbursed business expenses properly incurred by Executive in accordance with Company policy
prior to the date of Executive’s termination; provided claims for such reimbursement (accompanied by appropriate supporting
documentation) are submitted to the Company within ninety (90) days following the date of Executive’s termination of employment;

(D) such Employee Benefits, if any, as to which Executive may be entitled under the employee benefit plans of the
Company, to the extent such employee benefit plans expressly provide for the continuation of such Employee Benefits following
termination of employment; and

(E) any equity rights and rights to LTI payments and/or awards expressly applicable following such a termination
of employment pursuant to Sections 5 and 6 of this Agreement and any applicable equity plans and award agreements.
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'The amounts described in clauses (A) through (E) hereof are the “Accrued Rights.”

Following such termination of Executive’s employment by the Company for Cause or resignation by Executive without Good Reason,
except as set forth in Sections 9(a)(iii), 13_and 16 and Executive’s rights with regard to indemnification and directors and officers lability
insurance, Executive shall have no further rights to any compensation or any other benefits under this Agreement.

{b) Disability or Death.

(i) The Employment Term and Executive’s employment hereunder shal! terminate upon Executive’s death and may be
terminated by the Company if Executive becomes physically or mentally incapacitated and is therefore unable for a period of six
(6) consecutive months or for an aggregate of one hundred eighty (180) days in any twelve (12) month period to perform Executive’s material
duties (such incapacity, a “Disability”’). Any question as to the existence of the Disability of Executive as to which Executive and the Company
cannot agree shall be determined in writing by a qualified independent physician mutually acceptable to Executive and the Company. If
Executive and the Company cannot agree as to a qualified independent physician, each shall appoint such a physician and those two physicians
shall select a third who shall make such determination in writing. The determination of Disability made in writing to the Company and Executive
shail be final and conclusive for all purposes of the Agreement. Notwithstanding the foregoing, in the event that as a result of absence because
of mental and physical incapacity Executive incurs a Separation from Service (as defined in Section 16) , Executive shall on such date
automatically be terminated from employment because of Disability.

(it} Upon termination of Executive’s employment hereunder for either Disability or death, Executive or Executive’s estate
{as the case may be) shall be entitled to receive the payments and benefits described under Section 9(c)(iii), subject to the terms and conditions
set forth therein.

(iii) Following Executive’s termination of employment due to death or Disability, except as set forth in Sections 9(b}(ii). 13
and 16 and Executive’s rights with regard to indemnification and directors and officers liability insurance, Executive shall have no further rights
to any compensation or any other benefits under this Agreement.

(c) By the Company Without Cause or Resignation by Execytive for Good Reason.

(i) The Employment Term and Executive’s employment hereunder may be terminated by the Company without Cause or
by Executive’s resignation for Good Reason,
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(ii) For purposes of this Agreement, “Good Reason” shall mean, during the Employment Term (A) any diminution in
Executive’s title; (B) any material adverse diminution in Executive’s duties or responsibilities such that they are materially inconsistent with
Executive’s position (except for diminution due to Executive’s Disability or temporary illness or other absence), (C) relocation of Executive’s
Principal Place of Employment to a location outside of Northern or Central New Jersey or New York City, New York; or (D) failure of the
Company to timely pay Executive any of the compensation set forth in Sections 3, 4, 5 or 6 of the Agreement; provided that no such event(s)
shall constitute “Good Reason” unless the Company shall have failed to cure such event(s) within twenty (20) days after receipt by the
Company from Executive of written notice describing in detail such events. In addition, except to the extent of any equity awards that are not
Existing Equity Awards, either (1} a resignation by Executive for any reason during the thirty (30) day period commencing on the date that is six
(6) months after a Change in Control, or (11) a resignation by Executive for any reason effective during the 60-day pericd commencing on
January 1, 2012, shall be deemed to constitute Good Reason. Notwithstanding anything herein or the Prior Agreement to the contrary,
Executive hereby acknowledges and agrees that changes to his position, title and activities consistent with this Agreement from those ptior to
the Commencement Date shall not constitute an event of “Good Reason™ under this Agreement.

(iii) If Executive’s employment is terminated by the Company without Cause or if Executive resigns for Good Reason,
Executive shall be entitled to receive:

(A) the Accrued Rights;

(B) subject to Section 16 hereof, a jump sum cash payment equal to two times the sum of (a) Executive’s Base
Salary in effect on the Merger Closing Date plus (b) Executive’s Target Bonus amount for 2009, paid twenty (20) days following
Executive’s termination of employment; (C)a pro rata portion of the actual Semi-Annual Bonus or STI award for the vear of
termination and any Mid-Term Bonus for any uncompleted measuring period that Executive would have been entitled to receive
pursuant to Section 4 and Section S hereof, respectively, based on actual Company performance for the respective measurement period
and upon the percentage of the measuring period that shall have elapsed through the date of termination of Executive’s employment,
payable when such awards would have otherwise been payable had Executive’s employment not terminated;

(D) (x) full vesting of any unvested RSUs at the time of termination of employment and paid within sixty (60) days
following termination of employment and (y) subject to Section 6(h), a pro-rata payment (reflecting the period employed from the
beginning of the performance period for the particular performance objective, as applicable, until the employment termination date as
opposed to the full performance period for each such particular performance objective), if any, of the Executive’s performance-based
awards (as described in Section 5(b)(ii) hereof) determined in an equitable manner as established by the Compensation Committee at
the time such award is made and based on actual results and payable on the date payment would have been made if Executive was still
employed with the Company; and

(E) any equity rights expressly applicable following such termination of employment pursuant to Section 6 of this
Agreement and any applicable equity plans and award agreements;
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provided that the aggregate amount described in Section 9(c)(iii}(B) shall be in lieu of (and Executive shall not be eligible for) any other
cash severance or termination benefits which would be payable to Executive under any other plans, programs or arrangements of the Company
or its Affiliates; and provided, further, that, without prejudice to the Company’s other remedies at law or in equity, if Executive (x) breaches
any of his obligations under Section 10 (which remains uncured for ten (10) days following written netice from the Company of such breacp)_or
(y) materially breaches, during the one year period following Executive’s termination of employment with the Company, the conﬁdcntlalllty
restrictions set forth in Section 11(a) (including any willful breach or disclosure of material confidential information or other disciosure whlch
could reasonably be expected to result in material harm to the Company), Executive shall cease to be eligible for the benefits in Section 9(c)(iii)
(B) above and Executive hereby agrees to promptly repay to the Company all amounts paid to him under Section 9(c)(iii)(B).

Following Executive’s termination of employment by the Company without Cause (other than by reason of Executive’s death or
Disability) or by Executive’s resignation for Good Reason, except as set forth in Sections 9(c)iii), 13 and 16 and Executive’s rights with regard
to indemnification and directors and officers liability insurance, Executive shall have no further rights to any compensation or any other benefits
under this Agreement.

(d) Mutually Agreed Succession Plan.

(i) The Employment Term and Executive’s employment hereunder may be terminated pursuant to the terms of a
succession plan with respect to the position of President, Prepaid consented to in writing by Executive (which Executive may do or not do in his
sole discretion), prior to the occurrence of any of the events constituting Good Reason as set forth in Section 9(c)(iii} hereof.

(i) I Executive’s employment is terminated pursuant to the terms of a mutually agreed succession plan with as set forth in
Section 9(d)(i) above, notwithstanding anything herein to the contrary Executive shall be entitled to receive:

(A) the Accrued Rights;

(B) subject to Section 16 hereof, a lump sum cash payment equal to the sum of (a) Executive’s Base Salary in
effect as of the date of termination plus (b) the Target Bonus amount for the year in which such termination occurs, paid twenty
(20} days following Executive’s termination of employment;

(C) a pro rata portion of the actual Semi- Annual Bonus or STI award for the year of termination and any Mid-
Term Bonus for any uncompleted measuring period that Executive would have been entitled to receive pursuant to Section 4 and
Section 3, respectively, based on actual applicable performance for the respective measurement period and upon the percentage of the
measuring period that shall have elapsed through the date of termination of Executive’s employment, payable when such awards would
have otherwise been payable had Executive’s employment not terminated; and
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(D) (x) full vesting of any unvested RSUs at the time of termination of employment and paid within sixty (60) days
following termination of employment and (y) subject to Section 6(h), a pro-rata payment (reflecting the period employed from the
beginning of the performance period for the particular performance objective, as applicable, until the employment termination date as
opposed to the full performance period for each such particular performance objective), if any, of the Executive’s performance-based
awards (as described in Section 5(b)(ii) hereof) determined in an equitable manner as established by the Compensation Committes at
the time such award is made and based on actual results and payable on the date payment would have been made if Executive was still
employed with the Company; and

(E) any equity rights expressly applicable following such termination of employment pursuant to Section ¢ of this
Agreement and any applicable equity plans and award agreements;

provided that the aggregate amount described in Section 9(d)ii)B) shall be in lieu of (and Executive shall not be eligible for) any other
cash severance or termination benefits which would be payable to Executive under any other plans, programs or arrangements of the Cormpany
or its Affiliates; and provided, further, that, without prejudice to the Company’s other remedies at law or in equity, if Executive (x) breaches
any of his obligations under Section 10 (which remains uncured for ten (10) days following written notice from the Company of such breach) or
(y) materially breaches, during the one year period following Executive’s termination of employment with the Company, the confidentiality
restrictions set forth in Section 11(a) (including any willful breach or disclosure of material confidential information or other disclosure which
could reasonably be expected to result in material harm to the Company), Executive shall cease to be eligible for the benefits in Section $(d)(ii}
(B) above and Executive hereby agrees to promptly repay to the Company all amounts paid to him under Section 9(d)(iiXB).

Following Executive’s termination of employment pursuant to a mutually agreed succession plan, except as set forth in Sections ¥d)ii),
13 and 16 and Executive’s rights with regard to indemnification and directors and officers liability insurance, Executive shall have no further
rights 1o any compensation or any other benefits under this Agreement.

() Notice of Termination. Any purported termination of employment by the Company or by Executive (other than due to
Executive’s death) shall be communicated by written Notice of Termination to the other party hereto in accordance with Section 15¢h) hereof.
For purposes of this Agreement, a “Notice of Termination” shall mean a notice which shall indicate the specific termination provision in this
Agreement relied upon and shall set forth in reasonable detail the facts and circumstances claimed to provide a basis for termination of
employment under the provision so indicated.
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10. Non-Competitign.

(a) Fxecutive acknowledges and recognizes the highly competitive nature of the businesses of the Company and its Affiliates and
accordingly agrees as follows:

(i) During the Employment Term and, for a period of one (1) year following the date Executive ceases to be employed by
the Company (the “Restricted Period”), Executive will not directly or indirectly:

(A) engage in or participate in a Competitive Business (as defined below). For purposes of this Agreement,
“Competitive Business” shall mean any entity, person or business, or any division, business unit or segment, that is primarily engaged in,
devotes substantial resources to, or generates more than fifteen percent (15%)of its revenue from, (i)the wireless youth
telecommunications business (pre- or post-paid) or (i) any other business that competes with the wireless telecommunications busiiness
of the Company or its subsidiaries as in effect upon the date of Executive’s termination of employment (or (x} arty other nmterial_line of
business of the Company or its subsidiaries as of the date of termination of Executive’s employment or (y) businesses which the
Company or its subsidiaries have specific plans to conduct as material lines of business during the Restricted Period and as to which
Executive is aware of such planning) (the “Company Business™) in the United States or any other geographical area where the Company
manufactures, produces, sells, leases, rents, licenses or otherwise provides its products or services;

(B) enter the employ of, or render any services to, any entity, person or business, or any division, business unit or
segment who or which is a Competitive Business or which has an Affiliate that is engaged in a Competitive Business; provided that,
notwithstanding the foregoing, it is agreed it shall not be a breach of Section 10(a}(i}(A) or {B) for Executive to provide services to an
entity or person, that is not itself a Competitive Business, but either (I) has a division, business unit or segment that is a Competitive
Business or (IT) has an Affiliate that (x) is a Competitive Business or (y) has a division, business unit or segment that is a Competitive
Business, so long as Executive dernonstrates to the Company’s reasonable satisfaction that Executive does not and will not, directly or
indirectly, provide services or advice to such division, business unit or segment, or such Affiliate (or its division, business unit or
segment) that is the Competitive Business, provided that for this purpose services or advice shall be deemed not to include services or
advice that is unrelated to the operations, management, strategic planning or marketing activities of any aspect of the business of such
division, business unit or segment or such Affiliate (or its division, business unit or segment) that is competitive with the Company
Business;

(C) acquire a financial interest in, or otherwise become actively involved with, any Competitive Business, directly
or indirectly, as an individual, parner, shareholder, officer, director, principal, agent, trustee or consultant; or

(D) interfere with, or attempt to interfere with, business relationships (whether formed before, on or after the date
of this Agreement) between the Company or any of its Affiliates and customers, clients, suppliers, partners, members or investors of the
Company or its Affiliates existing as of the date of Executive’s termination of employment. For the avoidance of doubt, the foregoing
restriction with respect 1o ultimate consumers of the Company’s business shall mean solely that Executive shall not, directly or indirectly,
target, in particular, the Company’s ultimate consumers.
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(i) Notwithstanding anything to the confrary in this Agreement, Executive may, direct.l)'( ar ind.irectly own, solely as an
investment (or in connection with employment ot retention), securities of any person engaged ?n'a Competitive _Busmess, which are publicly
traded on a national or regional stock exchange or on the over-the-counter market if Executive (i) is not a controlling person of, or a -member otf
a group which controls, such person and (ii) does not, directly or indirectly, own three percent (3%) or more of any class of securities of suc

person.

(iit) During the Restricted Period, Executive will not, whether on Executive’s own behalf or on behalf of or in conjunction
with any person, company, business entity or other organization whatsoever, directly or indirectly:

(A) solicit or encourage any employee of the Company or its Affiliates {other than his secretary and administrative
assistant) to leave the employment of the Company or its Affiliates; provided the foregoing shall not be violated by general advertising
for employees or undirected activities of search firms; or

(B) hire any person who was employed by the Company or its Affiliates as of the date of Executive’s termination
of employment with the Company or who left the employment of the Company or its Affiliates coincident with, or within six (6) months
priot to or after, the termination of Executive’s employment with the Company (other than his secretary and administrative assistant);
provided that the foregoing shall not limit any entity with which Executive is associated from hiring any person so long as Executive is
not, directly or indirectly, involved in the hiring process.

(iv) During the Restricted Period, Executive will not, directly or indirectly, solicit or encourage to cease to work with the
Company or its Affiliates any consultant then under contract with the Company or its Affiliates,

{b) It is expressly understood and agreed that although Executive and the Company consider the restrictions contained in this
Section 10 to be reasonable, if a final judicial determination is made by a court of competent jurisdiction that the time or territory or any other
restriction contained in this Agreement is an unenforceable restriction against Executive, the provisions of this Agreement shall not be rendered
void but shall be deemed amended to apply as to such maximum time and territory and to such maximum extent as such court may judicially
determine or indicate to be enforceable. Alternatively, if any court of competent jurisdiction finds that any restriction contained in this
Agreement is unenforceable, and such restriction cannot be amended so as to make it enforceable, such finding shall not affect the
enforceability of any of the other restrictions contained herein.
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11. Confidentiality; Inventions.

(a) Confidentiality. Exccutive will not at any time (whether during or after Executive’s employment with the Company), (i) except
as required by law (or as Executive reasonably determines in good faith during the Employment Term is necessary in the conduct of the
business and in the best interests of the Company), disclose or provide to any third party or (i) use for Executive’s own benefit, purposes or
account or the benefit, purposes or account of any other person, firm, partnership, joint venture, association, corporation or other business
organization, entity or enterprise other than the Company and any of its subsidiaries or Affiliates, in each case, any trade secrets, know-how,
software developments, inventions, formulae, technology, designs and drawings, or any Company property or confidential information refating
to research, operations, finances, current and proposed products and services, vendors, customers, advertising, costs, marketing, trading,
investrnent, sales activities, promotion, manufacturing processes, or the business and affairs of the Company generally, or of any subsidiary or
Affiliate of the Company {“Confidential Information™) without the prior written authorization of the Company; provided that the foregoing shall
not apply to information which is not unique to the Company or which is generally known to the industry or the public, in each case, other than
as a result of Executive’s breach of this covenant or the wrongful acts of others who were under confidentiality obligations as to the item or
items involved and such obligation is known to Executive. Except as required by law, Executive will not disclose to anyone, other than his
immediate family and legal or financial advisors, the existence or contents of this Agreement; provided that Executive may disciose to any
prospective future employer the provisions of Sections 10 and 11 of this Agreement provided they are advised of the need to maintain the
confidentiality of such terms, Executive agrees that upon termination of Executive’s employment with the Company for any reason, he will
return to the Company immediately all memoranda, books, papers, plans, information, letters and other data, and all copies thereof or
therefrom, in any way relating to the business of the Company, its Affiliates and subsidiaries, except that he may retain only those portions of
personal notes, notebooks and diaries that do not contain Confidential Information.

(b) Prior inventions. To the fullest extent permissible by law, Executive hereby grants the Company a non-exclusive royalty-free,
irevocable, perpetual, worldwide license under all rights, if any, owned by Executive in any inventions, works of authorship, developments and
other intellectuai property (“Inventions™) that were created or contributed to by Executive either solely or jointly with others prior to Executive’s
employment with the Company (collectively referred to as *Prior Inventions™) to make, have made, copy, modify, distribute, use and sel} works
of authorship, products, services, processes and machines and to otherwise operate the Company’s current and firture business,
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(¢) Ownership of Inventions. Executive agrees that Executive will promptly make full written disclosure to the. Company, and
Executive hereby assigns to the Company, or its designee, all of Executive’s right, title, and interest in and to any and all Iflventlons, whether or
not patentable, which Executive may solely or jointly conceive or develop or reduce to practice, or cause to be conceived or develo!)ed or
reduced to practice, during the period of time Executive is in the employ of the Company (collectively referred to as “Company II"IV?I“ItIOIlS’I’).
Exccutive further acknowledges that all original works of authorship that are created or contributed to by Executive (solely or jointly with
others) within the scope of and during the period of Executive’s employment with the Company are to be deemed “works made for hire,” as
that term is defined in the United States Copyright Act (17 U.S.C. Section 101), and the Company will own all right, title and interest in such
works, including all copyright and all intellectual property therein shall be the sole property of the Company or its designee for all territories of
the world in perpetuity, including any and all copyright registrations, copyright applications and all other copyrightable materials, including any
renewals and extensions thereof, and in and to all works based upon, derived from, or incorporating the works covered by such copyrights and
in and to all income, royalties, damages, claims, and payments now or hereinafter due or payable with respect thereto, and in all causes of
action, either in law or in equity for past, present or future infringement based on said copyrights, and in and to all rights corresponding to the
foregoing throughout the world. To the extent any of such works are deemed not to be “works made for hire,” Executive hereby assigns the
copyright and all other intellectual property rights in such works to the Company.

{d) Contracts with the United States. Executive agrees to execute any licenses or assignments as with regard to Company
Inventions as reasonably required by any contract between the Company and the United States or any of its agencies.

(e) Maintenance of Records. Executive agrees 10 keep and maintain adequate and current wriiten records of all Company
Inventions made by Executive (solely or jointly with others) during the term and within the scope of Executive’s employment with the Company.
The records will be in the form of notes, sketches, drawings, and any other format that may be specified by the Company. The records will be
available to and remain the sole property and intellectual property of the Company at all times,

(f) Further Assurances. Executive covenants to take all reasonably requested actions and execute all reasonable requested
documents to assist the Company, or its designee, at the Company’s expense (but without further remuneration), in every way to secure the
Company’s above rights in the Prior Inventions and Company Inventions and any copyrights, patents, mask work rights or other intellectual
property rights relating thereto in any and all countries, and to pursue any patents or registrations with respect thereto, Section 11 shall survive
the termination of this Agreement and Executive’s employment. If the Company is unable for any reason to secure Executive’s signature on any
document for this purpose, then Executive hereby irrevocably designates and appoints the Company and its duly authorized officers and agents

as Executive’s agent and attorney in fact, to act for and in Executive’s behalf and stead to execute any documents and to do all other lawfully
permitied acts in connection with the foregoing,

12. Specific Performance. Executive acknowledges and agrees that the Company’s remedies at law for a breach or threatened breach
of any of the provisions of Section 10 or Section 11 would be inadequate and the Company would suffer irreparable damages as a result of
such breach or threatened breach. In recognition of this fact, Executive agrees that, in the event of such a breach or threatened breach, in
addition to any remedies at law, the Company, without posting any bond, shall be entitied to obtain equitable relief in the form of specific
performance, temporary restraining order, temporary or permanent injunction or any other equitable remedy which may then be available.
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13. 280G Gross-Up. Attachment A hereto sets forth Executive’s rights with regard to a gross-up of the excise tax, if any, incurred
under Section 4999 of the Internal Revenue Code of 1986, as amended (the “Code™), as a result of the Merger and any occurrences thereafter
that result in an excise tax because of its relationship to the Merger and its resulting treatment as contingent on a Change in Control of VMU,
and shall survive any termination of Executive’s employment. For the avoidance of doubt, Attachment A shall not be applicable with regard to
any excise tax incurred under Code Section 4999 resulting from a change of ownership or effective control or a change of the ownership of a
substantial portion of the assets of the Company covered by Code Section 280G(b)(2) following the consummation of the Merger (a “Luture
280G Event”). With respect to a Future 280G Event, Executive’s rights with regard to a gross-up of resulting excise tax, if any, incurred under
Section 4999 of the Code, shall be equivalent to the gross-up rights provided to the Chief Executive Officer.

14. Disputes.

Any dispute with regard to the enforcement of this Agreement or any matter relating to the employment of Executive by the Company
including but not limited to disputes relating to claims of employment discrimination, alleged torts or any viclation of law other than the seeking
of mjunctive relief to preserve the status quo pending arbitration in accordance with applicable law under Section 12 hereof, shall be exclusively
resolved by a single arbitrator at an arbitration to be conducted in New York City before, and pursuant to the National Rules for the Resolution
of Employment Disputes rules of the American Arbitration Association (“*AAA”) with the arbitrator applying the substantive law of the State of
New York as provided for under Section 15(a) hereof. The AAA shall provide the parties hereto with lists for the selection of arbitrators
composed entirely of arbitrators who are members of the National Academy of Arbitrators and who have prior experience in the arbitration of
disputes between employers and senior executives. The determination of the arbitrator shall be final and binding on the parties hereto and
Judgment therein may be entered in any court of competent jurisdiction, Each party shall pay its own attorneys fees and disbursements and
other costs of the arbitration, subject to Section 15(m) of this Agreement; provided that if the arbitrator determines that overall Executive has
prevailed in the arbitration, Executive shall be entitled as part of the award to reimbursement by the Company for the reasonable fees and
disbursements of counsel actually incurred by Executive in connection with such arbitration proceeding, If the foregoing proviso is applicable,
the Company shall within sixty (60} days of the award pay Executive such amount, subject to an obligation of the Executive to repay if
judgment on such portion of the award is not upheld by the ultimate decider of fact.

15. Miscellaneous.

(a) Goveming Law; Jurisdiction. This Agreement shall be governed by and construed in accordance with the laws of the State of
New York, without regard to conflicts of laws principles thereof. Any suit, action or proceeding related to this Agreement, or any judgment
entered by any court related to this Agreement, may be brought only in a court of competent jurisdiction in the State of New York, and the
parties hereby submit to the exclusive jurisdiction of such courts. The parties (and any Affiliates of the Company or beneficiary or permitted
transferee of Executive, or any successor to the Company or the Company’s Affiliate) imevocably waive any objections which they may now
or hereafter have to the laying of venue of any suit, action or proceeding brought in any court of competent jurisdiction in the State of New
York, and hereby irrevocably waive any claim that any such action, suit or proceeding has been brought in an inconvenient forum.
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(b) Entire Agreement/Amendments. As of the Commencement Date, this Agreement contains the entire underst_anding of the
parties with respect to the employment of Executive by the Company. There are no restrictions, agreements, promises, warranties, covenants
or undertakings between the parties with respect to the subject matter herein other than those expressly set forth herein. This Agreement may
not be altered, modified, or amended except by written instrument signed by the parties hereto,

(c) No Waiver. The failure of a party to insist upon strict adherence to any term of this Agreement on any occasion shall not be
considered a waiver of such party’s rights or deprive such party of the right thereafter to insist upon strict adherence to that term or any other
term of this Agreement.

(d) Severability. In the event that any one or more of the provisions of this Agreement shall be or become invalid, illegal or
unenforceable in any respect, the validity, legality and enforceability of the remaining provisions of this Agreement shall not be affected thereby.

() Assignment. This Agreement shall not be assignable by Executive. This Agreement may be assigned by the Company only to
a person or entity which is a successor in interest to substantially all of the business operations of the Company, and provided that such
assignee promptly delivers to Executive a written assumption of the obligations hereunder. Upon such assignment, the rights and obligations of
the Company hereunder shall become the rights and obligations of such successor person or entity,

{f) Mitigation/No Set Off/Beneficiary, Executive shall have no obligation to mitigate any amounts due him under Section 9 and
any such amounts shall not be reduced by amounts earned by Executive for subsequent employment. The Company’s obligation to pay
Executive the amounts provided and to make the arrangements provided hereunder shail not be subject to set off, counterclaim or recoupment,
In the event Executive dies after termination of employment, but prior to the payment of any amounts due under Section 9, such amounts shall
be paid to Executive’s estate or designated beneficiary.

{g) Successors; Binding Agreement. This Agreement shall inure to the benefit of and be binding upon personal or legal
representatives, executors, administrators, successors, heirs, distributes, devises and legatees.

(h) Notice. For the purpose of this Agreement, notices and all other communications provided for in the Agreement shall be in
writing and shall be deemed to have been duly given when delivered by hand or ovemight courier or three days after it has been mailed by
United States registered mail, return receipt requested, postage prepaid, addressed to the respective addresses set forth below Agreement, or

to such other address as either party may have furnished to the other in writing in accordance herewith, except that notice of change of address
shall be effective only upon receipt.
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If to the Company:

General Counsel

Sprint Nextel Corporation
6200 Sprint Parkway
Overland Park, KS 66251

If to Executive:
To the most recent address of Executive set forth in the personnel records of the Company.

(i) Executive Representation. Executive hereby represents to the Company that the execution and delivery of this Agreement by
Executive and the Company and the performance by Executive of Executive’s duties hereunder, shall not constitute a breach of, or otherwise
contravene, the terms of any employment agreement or other agreement or policy to which Executive is a party or otherwise bound. The
Company acknowledges that Executive is subject to certain confidentiality and nonsolicitation obligations with regard to his prior employer
(pursuant to the Amended and Restated Employment Agreement by and between Priceline.com Incorporated and Daniel H. Schulman, dated
December 20, 2000) and agrees not to require Executive to violate such obligations, and Executive agrees to fulfill his confidentiality and
nonsolicitation obligations. Executive hereby represents that he has previously disclosed to the Company in writing all competition, solicitation
and confidentiality covenants to which he is subject.

(i) Prior Agreements, This Agreement supersedes all prior agreements and understandings (inciuding verbal agreements) between
Executive and the Company and/or its Affiliates regarding the terms and conditions of Executive’s employment with the Company. Until the
Commencement Date, the Prior Agreement shall remain in full force and effect and apply to any matter occurring prior to the Commencernent
Date. In the event the Merger is not consummated and the Merger Agreement is terminated this Agreement shall be null and void and the Prior
Agreement shall continue in full force and effect,

(k} Cooperation. Executive shall provide his reasonable cooperation in connection with any action or proceeding (or any appeal
from any action or proceeding) which relates to events occurring during Executive’s employment hereunder. This provision shall survive any
termination of this Agreement.

(1) Withholding Taxes. The Company may withhold from any amounts payable under this Agreement such Federal, state and
local taxes as may be required to be withheld pursuant to any applicable law or regulation, With respect to any tax withholdings that become
due in connection with the vesting of Executive’s Restricted Units or Restricted Stock Units, Executive shall be entitled to satisfy the tax

withholding requirements thereon by having the Company withhold a portion of such Units or Restricted Stock Units (as the case may be)
equal to the statutory minimum required withholding amounts.
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(m} Legal Fees. The Company shal! pay the reasonable legal fees (based only upon actual time charges and disbursements of
counsel) incurred by Executive in negotiating and entering into this Agreement. Any reimbursement that is treated as taxable income shall be
paid to Executive promptly and in accordance with Section 16(c) hereof,

(n) Counterparts. This Agreement may be signed in counterparts, each of which shall be an original, with the same effect as if the
signatures thereto and hereto were upon the same instrument.

16. Compliance with IRC Section 409A.

{a) The intent of the parties is that payments and benefits under this Agreement comply with Internal Revenue Code
Section 409A and the regulations and guidance promulgated thereunder (“Section 409A™) and, accordingly, to the maximum extent permitted,
this Agreement shall be interpreted to be in compliance therewith. If Executive notifies the Company (with specificity as to the reason therefor)
that Executive believes that any provision of this Agreement {or of any award of compensation, including equity compensation or benefits)
would cause Executive to incur any additional tax or interest under Section 409A and the Company concurs with such belief or the Company
(without any obligation whatsoever to do so) independently makes such determination, the Company shall, after consulting with Executive,
promptly reform such provision to attempt to comply with Section 409A through good faith modifications to the minimum extent reasonably
appropriate to conform with Section 409A. To the extent that any provision hereof is modified in order to comply with Section 409A, such
modification shall be timely made in good faith and shall, to the maximum extent reasonably possible, maintain the original intent and economic
benefit to Executive and the Company of the applicable provision without violating the provisions of Section 409A. From time to time, the
Company shall review its plans, programs and payroll practices with respect to Section 409A, and, if it determines in good faith that a revision
or modification of any such plan, program or payroll practices is necessary to comply with Section 4094, it shall promptly undertake such
revision or modification.

(b) A termination of employment shall not be deemed to have occurred for purposes of any provision of this Agreement
providing for the payment of any amounts or benefits that is considered “nonqualified deferred compensation” under Section 409A upon or
following a termination of employment unless such termination is also a Separation from Service (as defined below) and, for purposes of any
such provision of this Agreement, references to a *termination,” “termination of employment” or like terms shall mean Separation from Service.
If Executive is deemed on the date of termination to be a “specified employee” within the meaning of that term under Section 409A{(a}2)}(B),
then with regard to any payment or the provision of any benefit that is specified herein as subject to this Section or is otherwise considered
“nonqualified deferred compensation” under Section 409A (whether under this Agreement, any other plan, program, payroll practice or any
equity grant) and is due upon Executive’s Separation from Service, such payment or benefit shall not be made or provided until the date which
is the earlier of (A) the expiration of the six (6)-month period measured from the date of such Separation from Service of the Executive, and
(B) the date of Executive’s death (the “Delay Period™) and this Agreement and each such plan, program, payroll practice or equity grant shall
hereby be deemed amended accordingly. Upon the expiration of the Delay Period, all payments and benefits delayed pursuant to this
Section 16{b) {whether they would have otherwise been payable in a single sum or in installments in the absence of such delay) shall be paid or
reimbursed to Executive in a lump sum, and any remaining payments and benefits due under this Agreement shall be paid or provided in
accordance with the normal payment dates specified for them herein,
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(c) All expenses or other reimbursements paid pursuant to Sections 8(a) and 15(m) hereof that are taxable income to the
Executive shall in no event be paid later than the end of the calendar year next following the calendar year in which Executive incurs such
expense or pays such related tax. With regard to any provision herein that provides for reimbursement of costs and expenses or in-kind
benefits, except as permitted by Section 409A, (i) the right to reimbursement or in-kind benefits shall not be subject to liquidation or exchange
for another benefit, (ii) the amount of expenses eligible for reimbursement, of in-kind benefits, provided during any taxable year shail not affect
the expenses eligible for reimbursement, or in-kind benefits to be provided, in any other taxable year, provided that the foregoing clause
(ii) shall not be violated without regard to expenses reimbursed under any arrangement covered by Internal Revenue Code Section 103(b)
solely because such expenses are subject to a limit related to the period the arrangement is in effect and (iii) such payments shall be made on or
before the last day of Executive’s taxable year following the taxable year in which the expense occurred. Any tax gross-up shall be made no
later than the end of the calendar year next following the calendar year in which the Executive remits the related tax. Any reimbursement of
expenses incurred due to a tax audit or litigation shall be made no later than the end of the calendar year immediately following the calendar
year in which the taxes that are the subject of the audit or litigation are remitted to the taxing authority, or, if no taxes are to be remitted, the end
of the calendar year following the calendar year in which the audit or litigation is completed.

(d) Whenever a payment under this Agreement specifies a payment period with reference to a number of days (e.g., “payment
shall be made within thirty (30) days following the date of termination™), the actual date of payment within the specified period shall be within
the sole discretion of the Company. Notwithstanding the foregoing, any payment or reimbursement made pursuant to Attachment A shall be
paid to the Executive promptly and in no event later than the end of the calendar year next following the calendar year in which the related tax is
paid by the Executive or where no taxes are required to be remitted, the end of the Executive’s calendar vear following the Executive’s
calendar year in which the audit is completed or there is a final and nonappealable seftlement or other resolution of the litigation.
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(e) “Separation from Service” means “separation from service” from the Company and its subsidiaries as described under Code
Section 409A and the guidance and Treasury regulations issued thereunder. Separation from Service will occur on the date on which the
Executive’s level of services to the Company decreases to 21 percent or less of the average level of services performed by the Executive over
the immediately preceding 36-month period (or if providing services for less than 36 months, such lesser period) after taking into account any
services that the Executive provided prior to such date or that the Company and the Executive reasonably anticipate the Executive may provide
{whether as an employee or as an independent contractor) after such date. For purposes of the determination of whether the Executive has had
a Separation from Service, the term “Company” shall mean the Company and any affiliate with which the Company would be considered a
single employer under Code Section 414(b) or 414(c), provided that in applying Code Sections 1563(a)(1), (2), and (3} for purposes of
determining a controlled group of corporations under Code Section 414(b), the language “at least 50 percent” is used instead of “at least 80
percent” each place it appears in Code Sections 1563(a)(1), (2) and (3), and in applying Treasury Regulation Section 1.414(c)-2 for purposes
of determining trades or businesses (whether or not incorporated) that are under common control for purposes of Code Section 414(c), “at
least 50 percent” is used instead of “at least 80 percent” each place it appears in Treasury Regulation Section 1.414(c)-2. In addition, where
the use of such definition of “Company” for purposes of determining a Separation from Service is based upon legitimate business criteria, in
applying Code Sections 1563(a)(1), (2), and (3) for purposes of determining a controlled group of corporations under Code Section 414(b),
the language “at least 20 percent” is used instead of “at least 80 percent” at each place it appears in Code Sections 1563(a)(1}, (2) and (3),
and jn applying Treasury Regulation Section 1.414(c)-2 for purposes of determining trades or businesses (whether or not incorporated) that
are under common control for purposes of Code Section 414(c), “at least 20 percent” is used instead of “at least 80 percent” at each place it
appears in Treasury Regulation Section 1.414{c)-2.

[Signature Page fo Follow]
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IN WITNESS WHEREOQF, the Company has caused this Agreement to be signed by an officer pursuant to the authority of its Board,
and the Executive has executed this Agreement, as of the day and year first written above.

SPRINT NEXTEL CORPORATION

/s/ Sandra J. Price

By: Sandral. Price
Senior Vice President, Human Resources

DANIEL H, SCHULMAN

/s/ Daniel H. Schulmarn
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Section 4: EX-12 (COMPUTATION OF RATIO OF EARNINGS TO COMBINED
FIXED CHARGES)

Exhibit 12
Computation of Ratio of Earnings te Combined Fixed Charges and Preferred Stock Dividends
For the Years Ended
December 31,
2009 2008 2007 2006 2005

(in millium)

Eamings: - SRS PO ECr P F L Y L ol =3
Income (loss) from contmumg nperauons beforc mcome taxes o ($3 494) ($ 4 060) _ ($ 29 775)
- Equity:in (income) loss of unconsolidated investments 07 e L LENe03 - T
_ Fixed charges 2,{)47 2,(}94
.+ Interest capitalized 2) (123)
Amortization of interest capitalized 83 80
Earnings (loss), as adjusted : I e _ o) {57 (1.945) [(27,614) RTS8 29
leedcharges . . e o S e L -
; Tnterest expense, gross Coge e e T s T TARG e 1362 e T 1,433
[nterest capitalized _ o o 2z o123 127 _ i
Portion of rentals representative of interest o saggogo R o7t Mpher B L. MR T ASIED Fof SEFEE)  aeens A
Fixed charges 2,047 2,094 2,213
Preferred stock dividends paid 0 0 0
Total fixed charges 2.047 2,004 2,213
Total fixed charges and preferced stock dividends. .. . XS e 22047 20040 2213 1,753
Ratio of combined earnings to fixed charges and prefcrrcd stock dlv:dends — —2 — 1.66 1.69
(1)Earnings, as adjusted were inadequate 1¢ cover fixed charges by $2.6 billion in 2009
(2)Earmngs, #s adjusted were inadequate to cover fixed charges by $4.0 billion in 2008,
(3)Earmngs, as adjusted were inadequate to cover fixed charges by $29.8 billion in 2007.
1
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Section 5: EX-21 (SUBSIDIARIES OF THE REGISTRANT)
Exhibit 21
SPRINT NEXTEL CORPORATION
SUBSIDIARIES OF REGISTRANT
Sprint Nextel Corporation is the parent. The subsidiaries of Sprint Nextel Corporation are as follows:
Ownership
Interest
Held
Jurisdiction of By Its

[ncorporation Immediate




Name

or Organization

Parent

Alamosa Holdings, Inc.
Subsidiary:
AirGate PCS, Inc.
Subsidiaries:
AGW Leasing Company, Inc.
AirGate Network Services, LLC
AirGate Service Company, Inc.
Alamosa PCS Holdings, Inc.
Subsidiary:
Alamosa (Delaware), Inc.
Subsidiaries:
Alamosa Delaware Operations, LLC
Alamosa Holdings, LLC
Subsidiary:
Alamosa PCS, Inc.
Subsidiaries:
Alamosa Wisconsin GP, LLC
Subsidiary:
Alamosa Wisconsin Limited Partnership
Subsidiary:
Alamosa (Wisconsin) Properties, LLC
Alamosa Finance, LLC
Alamosa Limited, LLC
Subsidiary:
Texas Telecommunications, LP
Subsidiary:
Alamosa Properties, LP
Alamosa Delaware GP, LLC
Subsidiaries:
Alamosa Properties, LP
Texas Telecommunications, LP
Alamosa Wisconsin Limited Partnership
Alamosa Missouri, LLC
Subsidiary:
Alamosa Missouri Properties, LLC
Washington Oregon Wireless, LLC
Subsidiaries:
Washington Oregon Wireless Licenses, LLC
Washington Cregon Wireless Praperties, LLC
SWLP,LL.C
Subsidiary:
Southwest PCS, L.P.

Defaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware

Delaware
Delaware

Delaware
Wisconsin
Wisconsin
Wisconsin
Delaware
Delaware

Texas

Texas
Delaware

Texas
Texas
Wisconsin
Missouri

Missouri
Oregon

Delaware
Delaware
Qklahoma

Oklahoma

160
100
106
100
100
100
100

100
100

100

100

100
100
100

99

99
100G

100
100

160
100
100

99




Ownership

Interest
Heid
Jurisdiction of By Its
Incorporation Immediate
Name or Oygsnization Parent
{Alamosa Holdings, LLC subsidiaries continued)
SWGP, LLC. Oklahoma 100
Subsidiary:
Southwest PCS, L.P. Oklahoma ]
Subsidiaries:
Southwest PCS Licenses, L1.C Delaware 100
Southwest PCS Properties, LLC Delaware 100
American Telecasting, Inc. Delaware 100
Subsidiary:
SN UHC 3, Inc. (see People’s Choice TV Corp. for SN UHC 3, Inc. subs; see endnote) Delaware 29.630
Atlanta MDS Co., Inc. Georgia 100
Subsidiary:
SN UHC 2, Inc. (see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; ses endnote) Delaware 4425
Caroline Ventures, Inc. Detaware 100
C FON Corporation Delaware 100
iPCS, Inc. Delaware 100
Subsidiary:
Bright PCS Holdings, Inc. Delaware 100
Subsidiary:
Bright Personal Communications Services, LLC Ohio 106
iPCS Wireless, Inc. Delaware 100
Subsidiary:
iPCS Equipment, Inc. Delaware 106
Horizon Persenal Communications, Inc. Ohio 100
WO Holdings, Inc. Delaware 100
Subsidiary;
Independent Wireless One Corporation Drelaware 100
Subsidiary:
Independent Wireless One Leased Realty Corporation Delaware 10G
Los Angeles MDS Company, Inc. California 100
Subsidiary:
SN UHC 2, In¢. (see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote) Delaware 8,59
New York MDS, Inc. Delaware 1o
Subsidiary:
SN UHC 2, Inc. (see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote) Delaware 2]1.58@
Nextel Communications, Inc, Delaware 100
Subsidiaries:
Dial Call Midwest, Inc. Delaware 100
NC1900 Spectrum Holdings, Inc. Delaware 100
Subsidiaries:
ACI 900, Inc. Delaware 100




Qwuership

Interest
Held
Jurisdiction of By Its
Incorporation Immediate
Name or Organization Parent
(Nextel Finance Company subsidiaries continued)
Velocita Wireless Holding Corp. Delaware 100
Subsidiaries:
Maching License Holding, LLC Delaware 96.17
Velocita Wireless Holding, LLC Delaware 100
Subsidiaries:
Machine License Holding, LLC Delaware 3.83
Nextel Finance Company Delaware 100
Subsidiaries:
FCE 900, Inc. Delaware 100
Nextel of California, Inc. Delawate 100
Subsidiaries:
Boost Mobile, LLC Delaware 100
Nextel Boost of California, LLC Delaware 100
Nextef Communications of the Mid-Atlantic, Inc. Delaware 100
Subsidiary:
Nextel Boost of the Mid-Atlantic, LLC Delaware 100
Nextel License Acquisition Corp. Delaware 100
Nextel of New York, Inc. Delaware 100
Subsidiary:
Nextel Boost of New York, LLC Delaware 100
Nextel Operations, [nc. Delaware 100
Subsidiary:
Nextel Retail Stores, L1.C Delaware 100
Nextel South Corp. Georgia 100
Subsidiaries;
Nextel Boost South, LLC Delaware 100
Nextel License Holdings 1, Inc. Delaware 100
Nextel License Holdings 3, Tnc. Delaware 100
Nextel Systems Corp. Delaware 100
Nextel of Texas, Inc. Texas 106
Subsidiary:
Nextel Boost of Texas, LLC Delaware 100
Nextel West Corp. Delaware 100
Subsidiaries:
Nextel Boost West, LLC Delaware 100
Nextel West Services, LLC Delaware 100
Nextel License Holdings 2, Inc. Delaware 100
Nextel License Holdings 4, Inc. Delaware 100
Nextel of Puerto Rico, In¢. Puerto Rico 100
Subsidiary:
Nextel License Holdings 5, Inc. Puerto Rico 100
Sprint Nextel Holdings (ME) Corp. Delaware 100
Tower Parent Corp. Delaware 100
Unrestricted Subsidiary Funding Company Delaware 100
Subsidiaries:
Nextel 220 License Acquisition Corp. Delaware 100




Ownecship

Interest
Held
Jurisdiction of By Its
Incorporation Immediate
Name or Organizati Parent
{(Nextel Finance Company subsidiaries continued)
Nextel Broadband, Inc. Delaware 100
Nextel Data Investments 1, Inc. Delaware 100
Nextel Unrestricted Relocation Corp. Delaware 100
Nextel 700 Guard Band Corp. Delaware 100
SN UHC 1, Inc. Delaware 100
Subsidiary:
Sprint HoldCo, LL.C Delaware 54.59
Subsidiary:
Ciearwire Communications LLC Delaware 56.36191»
Clearwire Corporation Delaware 56.36131®
Unrestricted UMTS Funding Company Delaware 100
Domestic USF Corp. Delaware 100
Subsidiaries:
Falcon Administration, L.L.C. Washington 10G
Nextel WIP Corp. Delaware 100
Subsidiary:
Nextel Partners, Inc. Delaware 100
Subsidiary:
Nextel Partners Operating Corp. Delaware 100
Subsidiaries:
Nextel Partners of Upstate New York, Inc. Delaware 100
Nextel WIP Expansion Corp. Delaware 100
Nextel WIP Expansion Two Corp. Delaware 100
Nextel WIP Lease Corp. Delaware 100
Nextel WEP License Corp. Delaware 104
NPCR, Inc. Delaware 100
Subsidiary:
Nextel Partners Equipment LLC Nevada 100
NPFC, Inc. Nevada 100
Nextel Boost Investment, Inc. Delaware 100
Subsidiary:
Boost Worldwide, Inc. Delaware 100
Nextel China Helding Company Delaware 100
NCI 700, Inc. Delaware 100
Sprint Nextel Aviation, Inc. Delaware 100
Unrestricted Extend America [nvestment Corp. Delaware 100
Unrestricted Subscriber Equipment Leasing Company, Inc. Delaware 100
People’s Choice TV Corp. Delaware 100
Subsidiaries:
G & S Television Network, Inc. Michigan 100
Subsidiary:
SN UHC 3, Inc. {(see People’s Choice TV Corp. for SN UHC 3, Inc. subs; see endnote) Delaware 1,410
SN UHC 3, Inc. (see SN UHC 3, Inc. subs below; see endnote) Delaware 33550
Subsidiary:
Sprint HoldCo, LLC Delaware 30.35
Subsidiary:
Clearwire Communications LLC Delaware 56.36191™




Ownership

Iaterest
Held
Jurisdiction of By Its
Incorporation Immediate
Name or Organization Parent
(People’s Choice TV Corp. subsidiaries continued)
Clearwire Corporation Delaware 56.36191®
Pin Drop Insurance, Ltd. Bermuda 100
San Francisco MDS, Ine. California 100
Subsidiary:
SN UHC 2, Inc. (see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote) Delaware 4,182
S§-N GC GP, Inc. Delaware 100
Subsidiaries:
Gulf Coast Wireless Limited Partnership (see S-N GC HoldCo, LLC} Louisiana Partnership 2
§-N GC HoldCo, LLC (see §-N GC LP HoldCo, Inc.) Delaware LLC 1
Subsidiary:
Gulf Coast Wireless Limited Partnership (see S-N GC GP, Inc.) Louisiana Partnership 98
8-N GC LP HoldCo, Inc. Delaware 100
Subsidiary:
$-N GC HoldCo, LLC {see S-N GC GP, Inc.} Delaware LLC 99
SPCS Caribe Inc. Puerto Rico 100
Sprint Asian American, Inc. Kansas 100
Sprint Capital Corporation Delaware 100
Subsidiary:
EQF Holdings, LLC Delaware LLC 100
SprintCom, Inc. Kansas 100
Subsidiaries:
SprintCom ECP I, L.1.C. Delaware 100
Subsidiary:
Enterprise Communications Partnership (see SprintCom
ECPIL L.LC) Georgia Partnership 50
Subsidiaries:
Enterprise Digital PCS, LLC Georgia 100
Enterprise Towers, LLC Gieorgia 100
Enterprise Wireless, LLC Georgia 100
SprintCom ECP II, L.L.C. Delaware 100
Subsidiary:
Enterprise Communications Partnership (see SprintCom
ECPLLLC) Georgia Partnership 50
8TC Two LLC (see SprintCom Equipment Company L.P.) Delaware 75
STE 14 Affiliate LLC Delaware LLC 85
Sprint Corporation Kansas 100
Sprint Corporation (Inactive} Missouri 100
Sprint Credit General, Inc. Kansas 100
Sprint Credit Limited, Inc. Kansas 100
Sprint eBusiness, Inc. Kansas 100
Sprint Enterprise Mobility, Inc. Delaware 100
Sprint Enterprise Network Services, Inc. Kansas 100
SprinteWireless, [nc. Kansas 100
Sprint Healthcare Systems, Inc. Kansas 100




Qrwaership

Interest
Held
Jurisdiction of By H3
Incorporation Immediate
Name or Organization Parent
Sprint International Holding, Inc. Kansas 100
Subsidiaries:
SETTOV UK Limited United Kingdom 100
SIHI Mexico S. de R.L. de C.V. (see Sprint International Incorporated) Mexico 99.9
SIHI New Zealand Holdeo, Inc. Kansas 100
Subsidiary:
Sprint International New Zealand New Zealand 100
STHI Scandinavia AB Sweden 100
SN Holdings (BR [} LLC Delaware LL.C 100
Sprint Brasil Servicos de Telecomunicacoes Ltda. (see Sprint Intern. do Brasil Ltda.) Brazil < 01
Sprint Hong Kong Limited (see Sprint International Incorporated) Hong Kong 50
Sprint International Argentina SRL (see Sprint International Incorperated) Argentina 90
Sprint international Australia Pty, Limited Australia 100
Sprint International Austria GmbH Austria 100
Sprint International Chile Limitada (see Sprint International Incorporated) Chile 999
Sprint International Colombia Ltda. (see Sprint International Incorporated) Colombia 999
Sprint International Communications Canada ULC Canada 100
Sprint International Communications Singapore Pte. Ltd. Singapore 100
Sprint International do Brasil Ltda. (see Sprint International Incorporated) Brazil S0
Subsidiary:
Sprint Brasil Servicos de Telecomunicacoes Ltda. (see Sprint Intern. Holding) Brazil >999
Sprint International Holding, Inc. - Japanese Branch Office Japan 100
Sprint International Holding, Inc. - Shanghai Representative Office China 100
Sprint International Japan Corp. Japan 100
Sprint [nternational Korea Korea 100
Sprint International Norway AS Norway 100
Sprint International Spain, S.L. (see Sprint International lncorporated) Spain 98
Sprint International Taiwan Limited Taiwan 100
Sprint International Venezuela, S.R.L. Venezucla 100
SprintLink Belgium BYBA (see Sprint International Incorporated) Belgium 99.96
SprintLink Denmark ApS§ Denmark 100
SprintLink France SAS France 100
SprintLink Germany GmbH Germany 100
Sprintlink India Private Limited (see Sprint International Incorporated) India > 99.99
SprintLink International (Switzerland) GmbH Switzerland 95
SprintLink Ireland Limited Ireland 100
SprintLink [taly S.r.l. (see Sprint International Incorporated) [taly 99




Ownership

Interest
Held
Jurisdiction of By Its
Incorporation Immediate
Name or Orgnnization Parent
(Sprint [nternational Holding, [nc. subsidiaries continued)
SprintLink Netherlands B.V. Netherlands 100
SprintLink UK Limited United Kingdom 100
Sprint Mexico, Inc. Kansas 100
Sprint PCS Canada Holdings, Inc. Kansas 100
Sprint Sotutions, Inc. Delaware 100
Sprint TELECENTERS, Inc. Florida 100
Sprint/United Management Company Kansas 100
Sprint Ventures, Inc. Kansas 100
Subsidiary:
Virgin Mobile USA, L.P. (see Virgin Mobile USA, Inc.) Delaware 16.6508
Sprint Wavepath Heldings, Inc. Delaware 100
Subsidiary:
SN UHC 3, Inc. (see People’s Choice TV Corp. for SN UHC 3, Ing. subs; see endnote) Delaware 343
Wavepath Holdings, Inc. {see Transworld Telecommunications, Inc.) Delaware 62.5
Subsidiary:
8N UHC 3, Inc. {see People’s Choice TV Corp. for SN UHC 3, Inc. subs; see endnote) Delaware 10.80¢0
Sprint WBC of New York, Inc. Delaware 100
Subsidiary:
SN UHC 2, Inc. {(see SN UHC 2, Inc. subs below; see endnote) Delaware 4191
Subgidiary:
Sprint HoldCo, LLC Delaware 302
Subsidiary:
Clearwire Communications LLC Delaware 56.36191™
Clearwire Corporation Delaware 56.36191
SWYV Eight, Inc. Delaware 100
Subsidiary:
SWYV Three Telephony Partnership (see SWV Seven, Inc.) Delaware Partnership 22
Subsidiary:
Sprint Telephony PCS, L P. (see Sprint Spectrum Holding Company, L.P.) Delaware Partnership 40.8
Subsidiaries:
Sprint PCS Assets, L.L.C. Delaware 100
Subsidiary:
STC One LLC Delaware 100
Sprint PCS License, L.L.C. Delaware 100
PCS Leasing Company, L.P. (see Sprint Spectrum Holding Company, L.P.} Delaware Partnership 31

7




Owrership

Interest
Held
Jurisdiction of By Its
Incorporation Immediate
Name or Drganization Parent
SWV Five, Inc. Delaware 100
Subsidiaries:
PhillieCo Partners I, L..P. (see SWV Four, Inc.) Delaware Partnership 353
Subsidiary:
PhillieCe Sub, L.P. (see PhillieCo Partners 11, L.P.) Delaware Partnership 99
Subsidiaries:
PhillieCo, L.P. (see PhillieCo Partners 11, L.P.) Delaware Partnership 99
Subsidiary:
STC Four LLC Delaware 140
PhillieCo Equipment & Realty Company, L.P. (sce PhillieCo Partners I, L.P.) Delaware Partnership 99
PhillieCo Partners II, L.P. (see SWV Four, Inc.) Delaware Partnership 353
Subsidiaries:
PhillicCo Equipment & Realty Company, L.P. (see PhillieCo Sub, L.P.) Delaware Partnership 1
PhillieCo, L.P. (see PhillieCo Sub, L.P.) Delaware Partnership 1
PhillieCo Sub, L.P. (see PhillieCo Partners [, L.P.) Delaware Partnership 1
SWV Four, Inc, Delaware 100
Subsidiaries:
PhiltieCo Partners I, L.P. (see Sprint Enterprises, L..P.) Delaware Partnership 17.6
PhilkieCo Partners 11, L.P. (see Sprint Enterprises, L.P.} Delaware Partnership 17.6
SWV Two Telephony Partnership (see SWV Three, Inc.} Delaware Partnership 99
Subsidiaries:
MinorCo, L.P. (see SWV One Telephony Partnership) Delaware Partnership 15
Subsidiaries:
American PCS, L.P. (see Sprint Spectrum Holding Company, L.P.) Delaware Partnership &)
Subsidiaries:
American PCS Communications, LLC (see American Personal Communications
Holdings, Ing¢.) Delaware 99
Subsidiaries:
APC PCS, LLC (see American Personal Communications Holdings, Inc.) Delaware 99(M
APC Realty and Equipment Company, LLC {see American Personal
Communications Holdings, Inc.) Delaware 9N
Subsidiary:
STC Three LLC Delaware 160
American Personal Communications Holdings, [nc. Delaware 100
Subsidiaries:
American PCS Communications, LLC (see American PCS, L.P.} Delaware &
APC PCS, LLC (see American PCS Communications, LL.C) Delaware &
APC Realty and Equipment Company, LLC (see American PCS
Communications, LLC) Delaware 8}

Sprint Spectrum Equipment Company, L.P. {see Sprint Spectrum L.P.)
8

Delaware Partnership

5}



Ownership

Interest
Held
By Its
Jurisdiction of Incorporation Immediate
Name or Organization Parent
(SWV Four, Inc. subsidiaries continued})
Sprint Spectrum L.P. (see Sprint Spectrum Holding Company, L.P.) Delaware Partnership 5
Subsidiaries:
Northern PCS Services, LLC Minnesota LLC 100
Sprint Spectrum Equipment Company, L.P. (see MinorCo, L.P.) Delaware Partnership 9901
Subsidiary:
STCFive LLC Delaware 100
Subsidiary:
STC Six Company Delaware Statutory Trust 100
Sprint Spectrum Realty Company, L.P. (see MinorCo, L.P.) Delaware Partnership 99
WirelessCo, L.P. {see MinorCo, L.P.) Delaware Partnership 99
Sprint Spectrum Realty Company, L.P. (see Sprint Spectrum L.P.) Delaware Partnership ®
WirelessCo, L.P. (see Sprint Spectrum L.P.) Delaware Partnership 3)
Sprint Spectrum Holding Conipany, L.P. (see SWV One Telephony Partnership) Delaware Partnership 15
Subsidiaries:
American PCS, L.P. (see MinorCo, L.P.) Delaware Partnership Goun
Sprint Telephony PCS, L.P. (see SWV Three Telephony Partnership) Delaware Partnership 59.2
PCS Leasing Company, L.P. (see Sprint Telephony PCS, L.P.) Delaware Partnership 49
Sprint Spectrum L.P. {see MinorCo, L.P.) Delaware Partaership 9900
Wireless Leasing Co., Inc. Delaware 14.85
SWV One, Inc. Delaware 100
Subsidiary:
SWYV One Telephony Partnership (see SWV Two, Inc.} Delaware Partnership 1
Subsidiaries:
MinorCo, L.P. {see SWV Six, Inc.) Delaware Partnership 15
Sprint Spectrum Holding Company, L.P. (see SWV Six, Inc.) Delaware Partnership 13
Wireless Leasing Co., Inc, (see SWV Twao, Inc.) Delaware 0.15
SWV Seven, Inc. Delaware 100
Subsidiary:
SWV Three Telephony Partnership (see SWV Eight, Inc.) Delaware Partnership 78
SWYV Six, Inc, Colorado 100
Subsidiaries:
MinorCo, L.P. (see Sprint Enterprises, L.P.) Delaware Partnership 30
Sprint Spectrum Holding Company, L.P. (see Sprint Enterprises, L.P.) Delaware Parinership 30
Wireless Leasing Co., Inc. (see UCOM, Inc.} Delaware 30
SWYV Three, Ing, Delaware 100
Subsidiary:
SWYV Two Telephony Partnership (see SWV Four, Inc.) Delaware Partnership 1
Wireless Leasing Co., Inc. (see SWYV Four, Inc.) Delaware 0.15




Owunership

Interest
Held
Jurisdiction of By Its
Incorporation Immediate
Name or Organization Parent
SWYV Two, Inc. Delaware 100
Subsidiary:
SWYV One Telephony Partnership (see SWV One, Inc.) Delaware Partnership 99
Wireless Leasing Co., Inc, (see SWV Three, Inc.) Delaware 14.85
TDI Acquisition Corporation Delaware 100
Subsidiaries:
SN UHC 4, Inc. (see SN UHC 4, Inc. subs below; see endnote) Delaware 952300
Subsidiary:
Sprint HoldCo, LLC Delaware 1192
Subsidiary:
Clearwire Communications LLC Delaware 56.36191
Clearwire Corporation Delaware 56.36191¢
Wireless Broadcasting Systems of America, Inc. Delaware 100
Subsidiary:
SN UHC 4, Inc. (see TDI1 Acquisition Corporation for SN UHC 4, Inc, subs; see endnote) Delaware 47700
Transworld Telecommunications, Inc. Pennsylvania 10g
Subsidiaries:
SN UHC 3, In¢. (see People’s Choice TV Corp. for SN UHC 3, Inc. subs; see endnote) Delaware 0.83m
Wavepath Holdings, Inc. (see Sprint Wavepath Holdings, Inc. for subs) Delaware 375
UbiguiTel Inc. Delaware 100
Subsidiary:
UbiquiTel Operating Company Delaware 1400
Subsidiary:
UbiquiTel Leasing Company Delaware 100
UCOM, Inc. Missouri 100
Subsidiaries:
SN UHC 5, Inc. (see US Telecom, Inc. for SN UHC 5, Inc. subs; see endnote) Delaware 34,1402
Sprint Communications Company L.P. (see US Telecom, Inc.) Delaware Partnership 3414
Subsidiaries:
Sprint Communications Company of New Hampshire, Inc. New Hampshire 100
Sprint Communications Company of Virginia, Inc, Virginia 100
Sprint Licensing, Inc. Kansas 100
USST of Texas, Inc. Texas 100
SprintCom Equipment Company L.P, (see US Telecom, In¢.) Delaware Partnership 49
Sprint Enterprises, L.P. Detaware Partnership 4899
Subsidiaries:
MinorCo, L.P. (see SWV Two Telephony Partnership) Delaware Partnership 40
PhillieCo Partners ], L.P. (see SWV Five, Inc.) Delaware Partnership 47.1
PhillieCo Partners 11, L.P. {(sce SWV Five, Inc.} Delaware Partnership 471
Sprint Spectrum Holding Company, L.P. (se¢ SWV Six, Inc) Delaware Partnership 40
Wireless Leasing Co., Inc. (see US Telecom, Inc.) Delaware 19,60
Wireline Leasing Co., Inc. (see US Telecom, Ine.} Delaware 3414
Sprint Global Venture, Inc. Kansas un
Subsidiary:
SGV Corporation Kansas 100
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Jurisdiction of By Its
Incorporation Immediate
Name or Organization Pavent
US Telecom, Inc. Kansas 100
Subsidiaries:
ASC Telecom, Inc. Kansas 100
LCF, Inc. California 100
SN UHC §, Inc. (see SN UHC 3, Inc. subs below; se¢ endnote) Delaware 58.9802
Subsidiary:
Sprint HoldCo, LLC Delaware 0.12
Subsidiary:
Clearwire Communications LLC Delaware 56.36191™
Clearwire Corporation Delaware 56.36191@
Sprint Communications Company L.P. (see Utelcom, Inc.) Delaware Partnership 58.98
SprintCom Equipment Company L.P. (see UCOM, Inc.) Delaware 51
Subsidiary:
STC Two LLC {see SprintCom, Inc.) Delaware 25
STE 14 Affiliate LLC Delaware LLC 15
Sprint Enterprises, L.P. Delaware Partnership 51.01
Sprint Global Venture, Inc. (see UCOM, Ing.) Kansas @D
Sprint Iridium, Inc. Kansas 100
United Telecommunications, Inc. Delaware 100
US Telecom of New Hampshire, Inc. New Hampshire 100
Wireless Leasing Co., Inc. (see SWV One, Ing.) Delaware 20.40
Wireline Leasing Co., Inc. (see Utelcom, Inc.) Delaware 58.98
US Unwired Inc, Louisiana 100
Subsidiaries:
Louisiana Unwired, LLC Louisiana 100
Subsidiaries:
Georgia PCS Management, L.L.C. Georgia 100
Subsidiary:
Georgia PCS Leasing, LLC Georgia 100
Texas Unwired {(see US Unwired In¢.) Louisiana General Part 80
Subsidiary:
Texas Unwired (see Louisiana Unwired, LL.C) Louisiana General Part 20
UT Transition Corporation {Inactive) Delaware 100
Utelcom, Inc, Kansas 100
Subsidiaries:
Private TransAtlantic Telecommunications System, Inc. Delaware 100
Subsidiary:
Private Trans-Atlantic Telecommunications System (N.J.), Inc, New Jersey 100
SN UHC 5, Inc. (see US Telecom, Ing,, for SN UHC 5, Inc., subs; see endnote} Delaware 4.9402
Sprint Cemmunications Company L.P. (see Sprint International Communications Corporation) Delaware Partnership 4.940%
Sprint Global Venturs, Inc. {see Sprint International Communications Corporation) Kansas

li
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or Immediate
Name Organization Parent
(Utelcom, Inc. subsidiaries continued)
Sprint Internaticonal Incorporated Delaware 100
Subsidiaries:
SIH! Mexico S. de R.L. de C.V. (see Sprint Intemational Holding, Inc.) Mexico 01
Sprint Global Venture, Inc. (see UCOM, Inc.) Kansas 86
Sprint Hong Kong Limited Hong Kong S04
Sprint International Argentina SRL (see Sprint International Holding, Inc.) Argentina 16
Sprint Internaticnal do Brasil Ltda. (see Sprint International Holding, Inc.) Brazil 50
Sprint International Caribe, Inc. Puerto Rico 100
Sprint International Chile Limitada (see Sprint Internatienal Holding, Inc.} Chile 1
Sprint International Celembia Ltda. (see Sprint International Holding, Inc.) Colombia .1
Sprint International Communications Corporation Delaware 100
Subsidiaries:
SN UHC 5, Inc. (see US Telecom, Inc. for SN UHC 3, Inc. subs; see endnote) Delaware 1.9402
Sprint Communications Company L.P, (see UCOM, Inc.) Delaware
Partnership 1.94
Sprint Global Venture, Inc. (see UCOM, Inc.) Kansas 13
Sprint International Network Company LLC Delaware 100
Wireline Leasing Co., In¢. (see UCOM, Inc.) Delaware 1.94
Sprint International Incorporated — Beijing Representative Office China 100
Sprint International Spain, 8 L. - (see Sprint Internaticnal Holding, Inc.) Spain 2
SprintLink Belgium BVBA {se¢ Sprint International Holding, Ing.) Belgium 04
Sprintlink [ndia Private Limited (see Sprint International Helding, Inc.) India <{0.01
SprnintL.ink International (Switzerland) GmbH Switzerland 5
SprintLink Italy S.t.l. (see Sprint International Holding, Inc.) Italy 1
Wireline Leasing Co., Inc. (see Sprint International Communications Corperation) Delaware 4.94
Via/Net Companies Nevada 100
Subsidiary:
SN UHC 2, Inc. {(see Sprint WBC of New York, Inc. for SN UHC 2, Inc. subs; see endnote) Delaware 19.322»
Virgin Mobile USA, Inc. Delaware 100
Subsidiaries:
VMU GP, LLC Delaware 100
Subsidiary:
Bluebottle USA Investments L.P. Delaware 0.001®
Bluebottle USA Investments L.P. Delaware 100t
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Jurisdiction Interest
of Held
Incorporation By Its
or Immediate
Name Organization Parent
(Virgin Mobile USA, Inc subsidiaries continued)
Bluebottle USA Investments L.P. Delaware 99,999
Subsidiary:
Bluebottle USA Holdings L.P. Delaware 99.470¢
Biluebottle USA Holdings L P. Delaware 100w
Biluebottle USA Holdings L.P. Delaware 0.53™
Subsidiary:
VMU GPI, LLC Delaware 100
Subsidiary:
Virgin Mobile USA,L.P. Delaware 0.0005
Virgin Mobile USA, L.P. Delaware 100
Virgin Mobile USA, L.P. 52.6459
Delaware &)
Virgin Mobile USA, L.P. 30.7028
Delaware o
Subsidiaries:
Assurance Wireless of South Carolina, LLC Delaware 100
Helio LLC Delaware 100GX
Wireless Cable of Florida, Inc. Florida 100
Subsidiary:
SN UHC 3, Inc. (see People’s Choice TV Corp. for SN UHC 3, Inc. subs; see endnote) Delaware 0.35(
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ENDNOTES

0y See also American Telecasting, Inc., People’s Choice TV Corp., G & S Television Network, Inc., Sprint Wavepath Holdings, Inc., Transworld
Telecommunications, Inc., Wavepath Holdings, Inc., Wireless Cable of Florida, Inc.

@ See also Sprint WBC of New York, Inc., Atlanta MDS Co,, Inc., Los Angeles MDS Company, Inc., New York MDS, Inc,, San Francisco MDS, Inc.,, Via/Net
Companies

¢t Economic interest.

) Voting interest.

5 MinorCo, L.P. holds a fimited and preferred partnership interest of less than 1%.

® American PCS, L.P. holds the general partnership interest of greater than 99%.

™ American PCS Communications, LLC holds the general partnership interest of greater than 95%.

@ American Personal Communications Holdings, Inc. holds a limited partnership interest of less than 1%.
© Sprint Spectrum L.P. holds the general partnership interest of greater than 99%.

u0 Sprint Spectrum Holding Company, L.P. holds the general partnership interest of greater than 93%.

un See also TDI Acquisition Corporation and Wireless Broadceasting Systems of America, Inc.

(1 See also US Telecom, Inc., UCOM, Inc., Utelcom, Inc., Sprint Intemational Communications Corporation,
3 UCOM, Inc., US Telecom, Ing,, and Utelcom, Inc., each hoids less than 1% of the common stock.

04 Held in trust for Sprint International Holding, Inc.,

14
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Section 6: EX-23.1 (CONSENT OF KPMG LLP)

Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

The Board of Directors and Sharehoelders
Sprint Nexte! Corporation:

We consent to the incorporation by reference in the registration statements on Form S-3 (No. 333-138548) and Form S-8 (No. 333-42077, No. 333-68737, No. 333-
56938, No.333-59124, No. 333-76783, No. 333-92809, No. 333-54108, No. 333-75664, No. 333-103691, No. 333-105244, No. 333-111956, No. 333-115621, No. 333-
115607, No. 333-115609, No. 333-124189, No. 333-127426, No. 333-130277, No. 333-142702 and No. 333-159330) of Sprint Nextel Corporation of our report dated
February 26, 2010, with respect to the consolidated balance sheets of Sprint Nextet Corporation and subsidiaries as of December 31, 2009 and 2008, and the related
consolidated statements of operations, cash flows and shareholders’ equity for each of the years in the three-year period ended December 31, 2009, and the
effectiveness of intemal control over financial reporting as of December 31, 2009, which report appears in the December 31, 2009 annual report on Form 10-K of
Sprint Nextel Corporation.

The Company adopted recently issued accounting guidance regarding accounting for business combinations and equity method investments in 2009,

/s KPMG LLP

Kansas City, Missouri
February 26, 2010

(Back To Top)
Section 7;: EX-23.2 (CONSENT OF KPMG LLP)

Exhibit 23.2
Cansent of Independent Registered Pablic Accouating Firm

The Board of Directors and Shareholders
Sprint Nextel Corporation:

We consent to the incorporation by reference in the registration statements on Form S-3 (No, 333-138548) and Form §-8 (No. 333-42077, No. 333-68737, No. 333-
56938, No. 333-59124, No. 333-76783, No. 333-92809, No. 333-54108, No. 333-75664, No. 333-103691, No. 333-105244, No. 333-111956, No. 333-115621, No. 333-
115607, No. 333-115609, No. 333-124189, No. 333-127426, No. 333-130277, No. 333-142702 and No. 333-159330) of Sprint Nextel Corporation of our report dated
August 4, 2008, with respect to the statements of operations, cash flows and business equity (included within the statement of stockholders” equity and
comprehensive loss) of the WiMAX Operations of Sprint Nextel Corporation for the year ended December 31, 2007, which report appears in the December 31,
2009 annual report on Form {0-K of Sprint Nextel Corporation.

/s/ KPMGLLP

Kansas City, Missouri
February 26, 2010

(Back To Top)




Section 8: EX-23.3 (CONSENT OF DELOITTE & TOUCHE)

Exhibit 23.3
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333- 138548 on Form S-3 and Registration Statement Nos. 333-
42077, 333-68737,333-56938, 333-59124, 333-76783, 333-92809, 333-54108, 333-75664, 333-103691, 333-105244, 333-111956,
333-115621, 333-115607, 333-115609, 333-124189, 333-127426, 333-130277, 333-142702, and 333-159330 on Form S-8 of Sprint
Nextel Corporation of our report dated February 24, 2010, relating to the consolidated financial statements of Clearwire Corporation and
subsidiaries (which report expresses an unqualified opinion and includes an explanatory paragraph regarding the business combination between
Clearwire Corporation and the WiMA X Operations of Sprint Nextel Corporation), appearing in the Annual Report on Form 10-K of Sprint
Nextel Corporation for the year ended December 31, 2009,

/s/ DELOITTE & TOUCHE LLP

Seattle, Washington
February 24, 2010

{Back To Top)

Section 9: EX-31.1 (CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO RULE 13A-14(A))

Exhibit 31.1

CERTIFICATION
1, Daniel R. Hesse, certify that:
1. I have reviewed this annual report on Form 10-K of Sprint Nextel Corporation;
2. Based on my knowledge, this report dees not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3 Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report,

4, The registrant’s other certifying officer(s} and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 1 5d-15(¢)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the pericd in which this report is being prepared,

()] Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

() Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter {the registrant’s fourth fiscal quarter in the case of an annual repott) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s} and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit commitiee of the registrant’s board of directors (or persons performing the equivalent functions):

{a) Ali significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

{b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: February 26,2010
/s/ Daniel R. Hesse
Daniel R. Hesse
Chief Executive Officer

(Back To Top)

Section 10: EX-31.2 (CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 13A-14(A))

Exhibit 31.2




CERTIFICATION

[, Robert H. Brust, certify that:
L. I have reviewed this annual report on Form 10-K of Sprint Nextel Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 2 material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3 Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4, The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e} and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

(2) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared,

(b} Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

©) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s intemal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

s The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: February 26, 2010

/s/ Robert H. Brust

Robert H. Brust
Chief Financial Officer
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Certification Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

In connection with the annual report of Sprint Nextel Corporation (the *Company™) on Form 10-K for the year ended December 31, 2009, as filed with the
Securities and Exchange Commission {the “Report”), 1, Danicl R. Hesse, Chief Executive Officer of the Company, certify, pursuant to 18 U.8.C. §1350, as adopted
pursuant to §906 of the Sarbanes-Oxley Act of 2002, that:

)] The Report fully complies with the requirements of section 13(a) or 15{d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: February 26, 2010
/sf Daniel R. Hesse

Daniel R, Hesse
Chief Executive Officer
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Certification Pursuant to 18 U.8.C. Section 1350,
As Adopted Pursuant to Section 906 of the
Sarbapes-Oxley Act of 2002

In connection with the annual report of Sprint Nextel Corporation (the “Company”) on Form 10-K for the year ended December 31, 2009, as filed with the
Securities and Exchange Commission (the “Report™), I, Robert H. Brust, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted
pursuant o §906 of the Sarbanes-Oxley Act of 2002, that:




(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, and
2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: February 26, 2010

/s/ Robert H. Brust

Robert H. Brust
Chief Financial Officer
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