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THE STATE OF SOUTH DAKOTA BEQ EQVEF}
PUBLIC UTILITIES COMMISSION MAR 20 2005
SQUTH DAKOTA PUBLIC
In the Matter of ) UTILITIES GOMMISEIGH
)
SPRINT LONG DISTANCE, INC. ) Docket No. TC-
)
For an Order Authorizing the )
Registration of Applicant as a )
Telecommunications Company )

To: The Public Utilities Commission

APPLICATION FOR REGISTRATION

Application is hereby made to the South Dakota Public Utilities Commission for
an Order authorizing Sprint Long Distance, Inc. (“Sprint-LD” or “Applicant”) to register
as a telecommunications company within the State of South Dakota. In support of this
Application, Applicant provides the following information:

1. Name, Address and Telephone Number of Applicant

Sprint Long Distance, Inc.
6200 Sprint Parkway
Overland Park, Kansas 66251

913-762-4120 (phone)
913-762-0518 (fax)

Correspondence concerning this Application should be directed to:

Diane C. Browning

Attorney, Government Affairs
Sprint Nextel Corporation

6450 Sprint Parkway

Mailstop: KSOPHN0212-2A511
Overland Park, KS 66251
913-315-9284 (phone)
913-315-0571 (fax)
diane.c.browning @sprint.com



2. The name under which the Applicant will provide these services if different than
in 1. above:

Applicant does not intend to operate under any assumed or trade name. However,
Sprint Long Distance, Inc. is in the process of changing its name and has filed the
appropriate documents to effect such name change with the South Dakota Office of the
Secretary of State. At such time as the documents are processed and returned by the

Secretary of State’s Office, Applicant will supplement this Application.

3. Description of the Applicant and Technical and Managerial Ability to Provide
Service.

Applicant is a Delaware corporation, organized on February 23, 2005, and is a
reseller of telecommunications services. Applicant is a wholly-owned subsidiary of
Sprint Nextel Corporation (f/k/a Sprint Corporation). Sprint Nextel Corporation is
located at 6200 Sprint Parkway, Overland Park, Kansas 66251.

A copy of Applicant’s Certificate of Incorporation is attached hereto as Exhibit A,
and a copy of its application for and authorization to do business in South Dakota is
attached hereto as Exhibit B.

The Applicant does not have a principal office in South Dakota. The name and
address of its registered agent is:

Corporation Service Company

503 South Pierre Street

Pierre, SD 57501

888-690-2882

4. Applicant’s Service Offering

In South Dakota, Applicant will offer a broad range of resold switched and

dedicated 1+ interexchange telecommunications services to residential customers (voice



only) and business customers (voice and data). Applicant does not now intend to provide

alternative operator services.

5. Means by which the Applicant intends to provide service:

Applicant does not own or maintain any transmission facilities or switching
equipment in the State of South Dakota. The Applicant’s underlying carrier will be an
affiliated company, Sprint Communications Company L.P. As a reseller, Applicant has
no points of presence in South Dakota and neither owns, leases, nor operates any
switching, transmission, or other physical facilities in South Dakota, and no such
facilities will be used by Applicant in providing service in South Dakota.

6. Geographic Areas in which service will be offered:

Applicant intends to provide service on a statewide basis.

7. Description of Applicant’s Financial Qualifications.

Applicant has ample financial resources to operate as a telecommunications
reseller. As a new entity, Applicant does not have audited financial statements.
However, attached as Exhibit C is Balance Sheet and Income Statement for Applicant, as
of January 31, 2006. Moreover, as a wholly-owned subsidiary of Sprint Nextel
Corporation (f/k/a Sprint Corporation), the Applicant has access to capital resources as
well as banking relationships that will permit it to provide the services requested in this
application. Sprint Nextel Corporation will provide working capital, as needed, to the
Applicant. Sprint Corporation’s 2004 SEC Form 10-K, which includes an income

statement and balance sheet, is attached as Exhibit D hereto. To the extent that the



financial information provided by Applicant does not fully comply with ARSD
20:10:24:02(8), Applicant hereby respectfully requests a waiver of those requirements.

To the extent that Applicant requires advance payments, deposits or prepayments,
including prepaid calling cards, Applicant will file a surety bond or similar financial
instrument prior to offering service in South Dakota.

8. Applicant’s complaint and regulatory matters contacts and how Applicant handles
Customer billing and customer service matters.

All inquiries regarding regulatory matters and complaints should be directed to:

Dan F. Kerling

6360 Sprint Parkway

Mailstop: KSOPHE0210-2B270

Overland Park, KS 66251

415-371-7178 (phone)

415-371-7186 (fax)

Customers will be billed by Applicant or its affiliated out-of-state local exchange
carrier. Applicant’s toll free number will be on all customer invoices and the Applicant
will provide customer service through its affiliate, Sprint ACS, 1084 S. Laurel Road,
London, Kentucky; 40744; (p) 800-877-3345; (f) 800-473-2017; Web address:

www.sprint.com/local.

9. Regulatory Status:

Applicant is currently in the process of obtaining all required authorizations from
state regulatory agencies throughout the country, and has been authorized to provide
service in Florida, Indiana, Wyoming, Pennsylvania, Washington, North Carolina,
Oregon, Missouri, Ohio, Kansas, Minnesota, Nebraska, Nevada, Tennessee, Texas, South
Carolina, Rhode Island and New York. Applicant has never been denied registration or

certification nor withdrawn its request for registration or certification in any state.



10. Description of Marketing

Applicant does not intend to proactively market its services in the State of South
Dakota, and, to the extent Applicant engages in any marketing in the State, Applicant will
comply with all relevant State marketing laws and practices. Applicant does not intend to
engage in multilevel marketing in South Dakota. Applicant’s marketing materials — for
use in other states — are currently being developed and are not available at this time.

11. Names and Addresses of Applicant’s Principal Corporate Officer

The names and addresses of the Applicant’s principal corporate officers and

directors are attached hereto as Exhibit E.

12. Federal Tax Identification Number

20-2380048

13. The number and nature of complaints filed against the Applicant with any state or
federal regulatory commission regarding the unauthorized switching of a
customer’s telecommunications provider and the act of charging customers for
services that have not been ordered:

None. Applicant is a newly formed corporation and is not yet operational in any

state or jurisdiction.
14.  Tariff

A copy of Applicant’s proposed tariff is attached hereto as Exhibit F.



WHEREFORE, the undersigned Applicant requests that the South Dakota Public Utilities
Commission enter an order granting this application.

DATED this day of March, 2006.

Respectfully submitted,

SPRINT LONG DISTANCE, INC.

By:

Diane C. Browning
Attorney, Government Affairs
Sprint Nextel Corporation

6450 Sprint Parkway

Mailstop: KSOPHN0212-2A511
Overland Park, KS 66251
913-315-9284 (phone)
913-523-0571 (fax)
diane.c.browning @sprint.com



VERIFICATION

State of Kansas )
) ss:
County of ___Johnson )

Richard C. Eckhart, being first duly sworn, deposes that he is. Vice-President and a
Officer of Sprint Long Distance, Inc., the Applicant in the proceeding entitled above;
that he has read the foregoing application and knows the contents thereof; that the
same are true of his knowledge, except as to matters which are therein stated on

information or belief, and to those matters he believes them to be true.

h
Subscribed and sworn to before me this l 56 day of March, 2006.

A K Svvatdy

Notary Public 4

My Commission expires:

Qum A9 aoL9




EXHIBIT A

Certificate of Incorporation



L)

Delaware . .

The First State

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THE STATE OF
DELAWARE, DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT
COPY OF THE CERTIFICATE OF INCORPORATION OF "SPRINT LONG
DISTANCE, INC.", FILED IN THIS OFFICE ON THE TNENTY-THIRD DAY OF
FEBRUARY, A.D. 2005, AT 11:28 O'CLOCK A.M.

A FILED COPY OF THIS CERTIFICATE HAS BEEN FORWARDED TO THE
NEW CASTLE COUNTY RECORDER OF DEEDS.

Harriet Smith Windsor, Secretary of State

AUTHENTICATION: 3700941 .

3929843 8100
050147928

DATE: 02-23-05




State of Delaware
Secre of Stata
Division of Cox tionx
Dulivered 11:40 ﬁ 02/23/2005
FILRD 11:28 BM 02/23/200%
SRV 050147928 ~ 3929943 FIIE

CERTIFICATE OF INCORPORATION
OF

SPRIENT LONG DISTANCE, INC,

FIRST
Name

The name of the corparation is Sprint Long Distance, Inc. (the
"Carporation”).

SECOND
Registered Office
The registered office of the Corporation in the State of Delaware is
located at 2711 Centerville Road, Suite 400, Wilmington, Delaware 19808,
New Castle County, The name of its resident agent at such address is
Corparation Service Company.

THIRD
Nature of Buginess

The nature of the business or purposes to be conducted by the
Corporation is:

To engage in any lawful act or activity for which corporations may be
organized under the General Corporation Law of Delaware.

FOURTH
Stock

The total number of shares of stock which the Corporation shall have
authority to issue is one thousand (1,000) shares of comimon stock, each of
such shares of common stock to have a par value of $1.00 per share, and may
be issued by the Corporation from time to time for such consideration as is
fixed from time to time by the Board of Directora,




Each stockholder of the Corparation shall be entitled to one vote for
ench share of stock held of record on the books of the Corporation,

FIFTH
Incorporator

The name and mailing address of the incorporator is as follows:

Name Mailing Address
Charles R. Wunsch 6200 Sprint Parkway

Overland Park, Kansas 66251

SIXTH
Existence

The Corporation shall have perpetual existenca,

SEVENTH
Bylaws

The Board of Directors is authorized to make, alter or repeal the

Bylaws of the Corporation. Election of directors need not be by written
ballot.

EIGHTH
Limitation of Liability

No director of the Corporation shall be personally liable to the
Corporation or ita stockholders for monetary damages for breach of fiduciary
duty by such director as a director, except that this ARTICLE EIGHTH shall
not eliminate or limit the liahility of a director to the extent provided by
applicable law (i) for any breach of the director's duty of loyalty to the
Corporation or its stockholders, (if) for acts or omissions not in good faith or
that involve intentional misconduct or a knowing violation of law, (iif) under
Saction 174 of tha General Corporation Law of Delaware and amendments
thersto or (iv) for any transaction from which the director derived an
improper personal benefit. No amendment to or repeal of this ARTICLE
EIGHTH shall apply to or have any sffect on the liability or alleged liability
of any director of the Corporation for or with respact to any acts or omissions
of such director occurring prior to such amendment or repeal.




NINTH
Insolvency

Whenever a compromise or arrangement is proposed between this
Corporation and its creditors or any class of them or between this
Corporation and its stockholders or any class of them, any court of competent
jurisdiction within the State of Delaware, on the application in a summary
way of this Corporation or of any ereditor or gtockholder thereof or on the
application of any raceiver or receivers appointed for this Corporation under
the provisions of Section 291 of Title 8 of the Delaware Code and .
amendments thereto, or on the application of trustess in dissolution or of any
receiver or receivers appointed for this Corporation under the provisions of
Sgetion 279 of Title 8 of the Delaware Code and amendments thereto, may
order a meeting of the creditors or class of creditors, or of the stockholders or
clags of stockholders of this Corporation, as the case may be, ta be surnmoned
in such manner as the court directs. Ifa majority in number representing
three-fourths in value of the craditors or class of creditors, or of the
stockholders or class of stockholders of this Corporation, as the case may be,
agree to any compromise or arrangement and to any reorganization of this
Corporation as a consequence of such compromise or arrangement, the said
compromise or arrangement and the reorganization shall, if sanctioned by
the court to which the application has been made, be binding on all the
creditars or class of creditors, and on all the stockholders or class of

stockholders of this Corporation, as the case may be, and also on this
Corporation. ‘

TENTH
Indemnification

The Corporatien shall indemnify its officers, diraectors, employees and

agents to the fullest extént permitted by the General Corporation Law of
Delaware.

ELEVENTH ‘
Amendment
" The Corporation reserves the right to amend, alter or repeal any

provision contained in these Articles of Incorporation in the manner now or

hereafter prescribed by statute, and all rights of stockholders herein are
subject to this reservation,




THE UNDERSIGNED, being the incorporator above named, for the

purposes of forming a corporation pursuant to the Gj%eral Corporation Law
of Delaware, has signed this instrument on the £22"day of February, 2005,
and docs thereby acknowledgoe that it is his act and deed and that the facts

VCharleg R. Wunsch

STATE OF KANSAS )

) s5:
COUNTY OF JOBNSON )

Be it remembered that on this 'Qan“" day of February, 2005,
personally came before me Charles R. Wunsch, party to the foregoing
certificate of incorporation, known to me persorally to be such, and
sckmewledged the said certificate to be his net and deed and that the facts
stated therein are true; and that the signature of Charles R. Wunsch is his
own proper handwriting, Given under my hand and seal of office the day and

year aforesaid. C
e 4 ‘/
7).1a £ 7 e fov~

Notary Public

My Commission Expires:

LORA E, BURTON
NOTARY PUBLIC
o STATE OF KAN
Y




EXHIBIT B

Authorization to do Business in South Dakota



SECRETAR

State Capitol, Stite 204

500 East Capitol Avenue C&gﬂﬁgﬁ?
Pierre, South Dakota
57501-5070
sdsos@state.sd. 0 Chage H::lttr;,nch
www.sds0s.gov P

To: LEGAL SUPPORT SERVICES - HI
STEVEPOLLEY
19 NICKEL PLACE
Spearfish SD 57783

From: Secretary of State Chris Nelson
Corporations Division

Date: June 20, 2005

Re: SPRINT LONG DISTANCE, INC, (DE)
Foreign Certificate of Authority

The application for certificate of authority has been received and filed
for the SPRINT LONG DISTANCE, INC. (DE).

Enclosed is the Certificate attached to the duplicate application along
with a receipt for the filing fee of $550.00.

South Dakota law requires the filing of a corporate annual report with
our office between the anniversary date of qualification and prior to the
first day of the second month following. The report is due the year
following qualification. An annual report form will be mailed to the
corporate address listed on the application for timely filing. Please
contact our office if the corporate address changes or if the form is not

received.
Thank you,
Admjmstrw&oz'doc Corporations Urniform Commercial Code

" {605) 773-3537 (605) 773-4845 (605) 773-4422
Fax (605) 773-6580. Fax (605} 773-4550 Fax (605) 773-4550
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Certificate of Auth(jrity

ORGANIZATIONAL ID #: FB029715

I, Chris Nelson, Secretary of State of the State of South Dakota, hereby certify
that the Application for a Certificate of Authority of SPRINT LONG
DISTANCE, INC. (DE) to transact business in this state duly signed and

verified pursuant to the provisions of the South Dakota Corporation Acts, have
been received in this office and are found to conform to law.

ACCORDINGLY and by virtue of the authority vested in me by law, I hereby
issue this Certificate of Authority and attach hereto a duplicate of the application
to transact business in this state.

IN TESTIMONY WHEREOF, |
have hereunto set my hand and
affixed the Great Seal of the State of
South Dakota, at Pierre, the Capital,
this June 17, 2005.

Cli N,
Chris Nelson
Secretary of State




o Secretary of State ! ﬁﬁﬁ Fﬁffﬁﬁ

%5‘ State Capitol
LY 500 E. Capitol Ave. Ly g
Pierre SD 57501 : ¢
Phoue 605-773-4845
Fax 605-773-4550 RO N

Application for Certificate of Authority

Putsuant to the provisions of SDCL 47-8-7, the undersigned corporation hereby applies for a Certificate of Authority to transact
« business in the State ofSouth. Dakota and for that purpose submits the following statement:

(1) The name ch ﬂ%ion ;s Sprint Long Distance, Inc.

AP N (exact corporaie name})
\VW el .
f

. 8
'«\‘\%'/ Ay /)

?‘\\2{22 If the nyagie Phecorporation does not contain the word hcorporation”, "company”, "incorporated" or "limited" or does not contain

an abbrawiz gy ﬁwords. then the name of the corporation with the word or abbreviation which it elects to add

therel gHsStagert

the 0(5 se ‘j}eﬂtgﬁ‘i

o5 h.?:‘("
v% ?‘v L % ¥
" (3) State where incorporated Delaware Federal Taxpayer ID# _@pplied for

(4) The date of its incorporation is February 23, 2005

and the period of'its duratior, which may be

- perpetual, is Pervetual

(5) The address of its principal office in the state or country under the laws of which it is incorporated is
Suite 400, 2711 .Centerville Road, Wilmington, DE . Zip Code 19804

mailing address if different from above is: 8200 Sprint Parkway

Overiand Park, Kg ' Zip Code 66251

(6) The street address, or & statement that there is no street address, of its proposed registered office in the State of South Dakota is
503 South Pierre Street, Pierre, SD Zip Code 57501

and the name of its proposed registered agent in the State of South Dakota at that address is Corporacion Service Company

(7) The purposes which it propases to pursuc in the transaction of business in the State of South Dakota are: (state specific purpose)
Provide telecommunications services

(8) The names and respective addresses of its directors and officers are:

Name Officer Title Street Address City State Zip
See attached officers/directors rider

(9) The aggregate number of shares which it has authority to issue, itemized by classes, par value of shares, shares without par value,
and series, if any, within a class is:

Number : Par value per share or statement that
of shares Class Series shares are without par value

1,000 - Common $1.00




A

(10) The aggregate number of its issued shares, itemized by classes, par value of shares, shares without par value, and series, if any,
within a class, is: -

MNumber Par value per share or statement that
of shares Class Series shares are without par value
100 Commorn 51.00

(11) The amount of its stated capital is $ 100.00

Shares issued times par value equals stated capital. In the case of no par value stock, stated capital is the consideration received for the
issued shares.

(12) This application is accompanied by a CERTIFICATE OF FACT or a CERTIFICATE OF GOOD STANDING duly
acknowledged by the Secretary of State or other officer having custody of corporate records im the state or country under whose laws it
is incorporated.

(13 That such-corporation shall not directly or indirectly combine or make any contract with any incorporated company, foreign or
Jdomestic, through their stockholders ot the trustees of assigns of such stockholders, or with any copartnership or association of
petsons, of in-any mannet whatever to fix the prices, limit the production or regulate the transportation of any product or commodity so
as fo prevent competition in such prices, produstion or transpottation or to establish excessive prices therefor.

(14) That such corporation, as 2 consideration of its being permitted to begin or continue doing business within the State of South
Dakota, will comply with all the taws of the said State with regard to foreign cotporations.

The application must be signed, in the presence of a notary public, by the chaiman of the board of directors, or by the president or by
another officer.

| DECLARE AND AFFIRM UNDER THE PENALTY OF PERJURY THAT THIS APPLICATION I§ IN ALL THINGS, TRUE AND CORRECT.
tod -« 2005 q

(Signature) N \\

D. Brett Haringa

(Title) Secretary
STATE OF _Kans=as

COUNTY OF Johnson

[, Johanna Dickman . anotary public, do hereby cextify that on thi 1 i day . Pl @i
D. Brett Haring

personally appeared before me
is the Secretary of Sprint Long pistance, Inc.

who, being by me first dirty swomn, declared that he/she

, that he/she signed the foregoing document as

officer of the corporation, and the statemenis thereftt contained are true.

e\ T oA
RSt

My Commission (Notary Public)
JOHANNA DICKMAN Johanna Dickman
NOTARY PUBLIC
‘Notarial Seal STATE OF KANSAS
] My Appt. Exp, feordl) oot
ok ok iR g dolop Ak :

****'k**************#*#lﬁ**********#*#A***#****#********************
The Consent of Appointment below must be signed by the registered agent listed in number six.

Consent of Appointment by the Registered Agent

|, Corporation Service Company , hereby give my consent to serve as the registered

(nameof registered agent)
agent for gprint Long Distance, Inc.

(corporale fiame)

Corporat} Service Company .
Dated (’/‘/ [3 20 65 ' (ﬁmxﬁ% 7 /,4)(4{0

(signature of regisered hgent) ©

Aggistant Vice President




Sprint Long Distance, Inc.

Officers and Directors

Directors
Michael B. Fuller

Claudia S. Toussaint
Richard B. Green

Qfficers

Michael B. Fuller President and Chief Executive Officer

Gene M. Betts Senior Vice President and Treasurer
Charles R. Wunsch  Vice President and Assistant Secretary

Gary Charde Vice President — Tax

Faye S. Davis Vice President — Enterprise Property Service
Claudia S. Toussaint Vice President and Assistant Secretary
Dennis C. Piper Vice President and Assistant Treasurer
Mark V. Beshears  Assistant Vice President — Tax 4

D. Brett Haring Secretary

Carolyn S. Love Assistant Secretary

Michael T. Hyde Assistant Secretary

Mark Beshears, 6500 Sprint Parkway, Overland Park, KS 66251
Faye Davis, 6100 Sprint Parkway, Overland Park, Kansas 66251

Remaining officers’ address: 6200 Sprint Parkway, Overland Park, KS 66251




EXHIBIT C

Financial Qualifications



Sprint Long Distance Inc.
Balance Sheet
As of January 31, 2006

Current Assets $360,746

Total Assets $360,746
Current Liabilities $141,394
Stockholders' Equity 219,452
Total Liabilities and $360,846

Stockholders' Equity



Sprint Long Distance Inc.
Income Statement

Twelve Months Ended January 31, 2006

Net Operating Revenue

Cost of Services and Products
Operating Income

Income Taxes

Net Income

$448,351
91,292

$357,059

$138,431

$218,628



EXHIBIT D

SPRINT CORP’S 2004 SEC FORM 10K



(T 10xw1zARD

FORM 10-K/A

SPRINT CORP - FON
Filed: April 29, 2005 (period: December 31, 2004)

Amendment to a previously filed 10-K
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K/A
= ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2004
OR
ul

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission flle number 1-04721

SPRINT CORPORATION

{Exact name of rogistrant as spacified In its charter)

KANSAS 48~-0457967
{State or other Juriadiction of (IRS Employer
fncorporation or arganization) Identification No.)
P.0O. Box 7997, 66207-0997
Shawnee Mission, Kansas (Zlp Code)
{Address of principal oxecutlve offices)
Registran{’s telept ber, inciuding ares cods 800-829-0965

Securitles reglstered pursuant to Section 12(b) of the Act:

Title of each class Namp of sach exchange on which registered

FON Common Stock, Series 1, $2.00

par value, and Rights New York Stock Exchange
Guarantees of Sprint Capital Corporation
6.875% Notes due 2028 New York Stock Exchange

Securities ragistered pursuant to Section 12(g) of the Act: None

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 to file these reports), and (2) has been subject to
these filing requirements for the past 90 days. Yes _X__ No

Indicate by check mark if disclosure of delinquent filers pursuant to ltem 405 of Regulation S~K Is not contalned herein, and will not be contained,

to the bast of registrant’s knowledge, in definitive proxy or information statsments incorporated by reference In Part Il of this Form 10-K or any
amendment to this Form 10-K. O

Indicate by check mark whether the reglstrant Is an accelerated filer (as defined in Rule 12b-2 of the Act) Yes_X__ No

Aggregate market value of voting and non-veting commeon equity held by non-affiliates at June 30, 2004, was $25,093,779,265,
COMMON SHARES OUTSTANDING AT FEBRUARY 28, 2005:

Documents Incorparated by referance.

None



Explanatory Note

Sprint is filing this Form 10-K/A to amend Part Il of its Annual Report filed on Form 10-K for ths fiscal year ended December 31, 2004, which was
previously filed with the Securities and Exchange Commission on March 14, 2005. The Form 10-K Is being amended to Include information that
was to be Incorporated by reference from its definitive proxy statement in connection with its annual mesting pursuant to Regulation 14A of the
Securitles Exchange Act of 1934, as amended (“Exchange Act”). Sprint's definitive Proxy Statement will not be filed with the Securities and
Exchange Commission within 120 days of the end of the fiscal year snded December 31, 2004, Sprint is therefore amending and restating in their
entirety ltems 10, 11, 12, 13 and 14 of Part lil of its Form 10-K, In addition, the cover page of the Form 10-K has been updated and amended.

In connection with the filing of this Form 10~K/A and pursuant to Rules 12b-15, 13a-14(a) and 13a-14(b) under the Exchange Act, Sprintis
Including currently dated certifications. This Form 10-K/A does not reflect events occurring after the filing of Sprint's Form 10-K on March 11,
2005 or modify or update the disclosura contained thersin in any way other than as required to reflect the amendments discussed above.

All other items of the Form 10-K have not been amended and are simply reported herein.



SECURITIES AND EXCHANGE COMMISSION
ANNUAL REPORT ON FORM 10-K/A

Partl

Sprint Corporation

item 1. Business

The Corporation

Sprint Corporation, incorporated in 1938 under the laws of Kansas, is mainly a holding company, with its operations primarily conducted in its
subsidiaries, Unless the context otherwise requires, references to “Sprint,” “we," “us” and “our” mean Sprint Corporation and Its subsidlaries,

Sprint Is a global communications company offering an extensive range of innovative communication products and solutions, including wireless,
long distance volice and data transport, global Internet Protocol (IP), local and multiproduct bundles. Sprint oparates a 100% digital personal
communications service (PCS) wiraless network with licenses fo provide service to the entire United States population, including Puerto Rico and
the U.S. Virgin Islands, using a single frequency band and a single technology. Sprint, together with third party affillates, operates PCS wireless
systems in over 350 mstropolitan markets, including the 100 largest U.S. metropolitan areas. Sprint's wireless service, including third party
affiliates, reaches a quarter billion people. Combined with our wholasale partnars and Sprint PCS Affiliates, we served a total of 24.7 million
wireless subscribers at the end of 2004. Sprint currently serves approximately 7.7 milllon access lines in its franchise territories in 18 states. Sprint
Is selling into the cable telephony market through amangements with cable companies that resell Sprint long distance service and/or use Sprint
back office systems and network assets In suppost of their local telephone service provided over cable facilities. Sprint is ona of the largest cariers

of Intemnet traffic, and provides connectivity to any point on the Intemet either through its own network or via dl[ect connections with other
backbone providers.

In the 2002 third quarter, Sprint reached a definitive agreement to sell its directory publishing business to R.H. Donnellsy for $2.23 hilllon in cash,
The sale closed on January 3, 2003.

Sprint's website address is www.sorot.com, Information contained on our website is not part of this annual report.
Ellmination of Tracking Stocks

On April 23, 2004, Sprint recombined its two tracking stocks. Each share of PCS common stock automatically converted into 0.5 shares of FON
common stock. As of April 23, 2004, the FON Group and the PCS Group no longer exist, and FON common stock represents all of the operations
and assets of Spiint, including Wireless, Local and Long distance.

Proposed Merger and Contemplated Spin—off :

In December 2004, the boards of directors of Sprint and Nexts! Communications, Inc. (Nextsl) each unanimously approved a strategic merger
combining Sprint and Nextel in what we intend to be a “merger of equals.” When the proposed merger Is completsd, Sprint will change its name to
Sprint Nextsl Carporation and the Sprint Nextel common stock will be quoted on the New York Stock Exchange. Existing shares of Sprint common
stock will remain outstanding as Sprint Nexiel common stock, as Sprint is the acquiring entity for legal and accounting purposes. Under the terms
of the merger agreement, at closing each share of Nextal class A common stock and Nextel class B common stock will ba converted Into shares of
Sprint Nextel common stock and Sprint Nextel non-voting common stock, respectively, as well as a small per share amount of cash, with a fotal
value expected to equal 1.3 shares of Sprint Nextel common stock. Nextel zero-coupon, convertible, redeemable preferred stack will be converted
Into Sprint Nextsl zero-coupon, convertible, redeemable preferred stock.

The proposed merger is subject to shareholder approval, as well as various regulatory approvals. It is subject to other customary closing
conditions and is expected to be completed in the second half of 2005,

Sprint and Nexte! intend to spin-off Sprint's local telecommunications business afier the proposed merger is completed. In order to facllitate the
spin-off on a tax-free basis, the exact allocation of cash and shares of Sprint Nextel common stock that Nextel common stockholders will receive

in the proposed merger will be adjusted at the time the merger Is completed. The aggregate cash portion of the merger consideration is capped at
$2.8 billion,
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Statements contained in this annual report relating to our business strategies, operating plans, planned expenditures, expected capital
requirements, future dividend payments and other forward-looking statements regarding our business do not take Into account potentlal future
Impacts of our proposed merger with Nextel or the contemplated spin-off of our local telecommunications business.

‘Business Environment

Sprint's operations are divided into three lines of business: Wireless, Local and Long distance operations. In the 2003 fourth quarter, Sprint
undertook an initiative to reallgn internal resources (Organizational Realignment), This effort was implemented to enhanca our focus on the needs
and preferences of two distinct consumer types ~ businesses and Individuals, This effart is enabling Sprint to more effectively and efficiently use
its portfolio of assets to create customer-focused communications solutions. Sprint continues to measure its results using the current business
segmentation, taking Into consideration the re—aligned customer—focused approach in 2004,

The Organizational Realignment resuited in and could continue to result In declsions requiring restructuring charges and asset impairments. See
Note 7 of Notes to Consolidated Financlal Statemsnts for more Information relating to these activities.

Sprint opsrates in an Industry that has besn and continues to be subject to consolidation and dynamic change. Therefore, Sprint routinely
reassesses its business strategles. Due to changes in telecommunications, including bankruptcles, over—capacity and the highty compaetitive
pricing environment in all telecommunications sectors, Sprint has taken actions to appropriately allocate capital and other resources to enable

sustaining cash contribution. Sprint routinely assesses the implications of these actions on Its operations and these assessments may continue to
Impact the future valuation of its long-lived assets.

As part of its overall buslness strategy, Sprint regularly evaluates opportunities to expand and complement its business and may at any time be
discussing ar negotiating a transaction that, if consummated, could have a material sffect on Its business, financial condition, liquidity or results of
operations.

In February 2005, Sprint reached a definitive agresment with Global Signal Inc, {Global Signal) under which Global Slgnal will have exclusive
rights to lease or operate more than 6,600 communication towers owned by Sprint for a negotiated lease term which Is the greater of the
remaining terms of the underlying ground leases or up to 32 years, assuming successful re-nagotiation of the underlylng ground laases at tha end
of their current lease terms, Sprint has committed to sublease space on approximately 6,400 of the towsrs from Global Signal for a minimum of ten
years. Sprint will maintain ownership of the towers, and will continue to reflect the towers on its Consolidated Balance Sheet.

Access to Public Filings and Board Committee Charlers

Sprint provides public access to its annual reparts on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments
to thesa 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 Sprint's website at the following address: www,sprint.com/sorint/ir, These documents are provided as soon as Is
practicable after filing with the SEC, These documents may also ba found at the SEC's website at www.sec.gov.

Sprint also provides publlc access to its Code of Ethics, entilled The Sprint Principles of Business Conduct, its Corporate Govemance Guidslinas
and the charters of the following committess of Its board of directors: the Audit Committee, the Compensation Committee and the Nominating and
Corporate Governance Committes. The ethics code, corporate govemnance guldelines and committee charters may be viewed free of charge on
Sprint's websita at the following address: www, sorlot com/ggvemnanca, They may also be obtained free of charge by writing to: Sprint Shareholder
Relations, 6200 Sprint Parkway, Mallstop KSOPHFG302-3B206, Overland Park, Kansas 66251, If a provision of the ethics code required under
the New York Stock Exchange corporate governance standards or the Sarbanes—Oxley Act is materially modified, or if a waivar of the ethics code
is granted to a director or executive officer, the notice of such amendment or waiver will be posted on Sprint's website, While only the board of
diractors or the Audit Committee may consider a waiver for an executive officer or director, Sprint does not expect to grant waivers.
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Certlficatlons

The certifications of our Chief Executive Officer and Chisf Finandial Officer pursuant to Sections 302 and 908 of the Sarbanes-Oxley Act of 2002
are puadwed as Exlpbils 31(a), 31(b), 32(a) ?nd 32(b) to this annual report, We also filed with the New York Stack Exchange in 20&y the required
certificate of our Chief Executive Officer certifying that he was not aware of any violation by Sprint of the New Yark Stock Exchange corporate

govemance listing standards.
Wireless

General

Wireless operates a 100% digltal PCS wireless network with licenses to provide service to the entire United States population, including Puerto
Rico and the U.S. Virgin Islands, using a singla fraquency band and a single technology. Wireless, together with third party affifiates, operates
PCS systems in over 350 metropolitan markets, Including the 100 largest U,S. metropolitan areas, and reaches a quarter billion people, Combined

with wholesala partners and Sprint PCS Affiliates, Wireless served 24,7 million subscribers at the end of 2004, Wireless provides nationwide
servica through a combination of:

. operating its own dlgital network in major U.S. metropolitan areas using code division muitipls access (CDMA), which Is a digital
spread-spectrum wireless technology that allows a large number of users to access a single frequency band by assigning a code to all

vaice and data bils, sending a scrambled transmission of the encoded bits over the alr and reassembling the voica and data into its
original format,

. affiliating under commerclal arrangements with other companies that use COMA, mainly in and around smaller U.S. metropolitan areas,
. roaming on other providers’ analog cellular networks using multi-mode and multi-band handsets, and

. roaming on other providers' digital networks that use CDMA.

Wireless subscribers can use their phones through roaming agreamqnts in countries other than the United States, including areas of:

Asla Paciflc, including China, Guam, Hong Kong, Talwan, Thailand and New Zealand,

. Canada and Mexico,

. Central and South America, including Argentina, Bollvia, Chile, Ecuador, Guatemala, Paraguay, Peru, Uruguay and Venezuela, and

. Most major Caribbean Islands.

The total number of subscribers at year-snd 2004 reflects an approximate 90 thousand reduction from the previously disclosed number. This was
dua to a 67 thousand overstatement of direct subscribers and a 23 thousand overstatement of Sprint PCS Affiliate subscribers, Subscriber counts
reflact activated wireless handsets and other devices, excluding thosa activated for demonstration or testing purposes. As a result of intemnal
analysis, Sprint recently concluded that previously-reparted subscriber counts had inadvertently included a limited number of devices used for
demonstration or testing purposes, and that this error had occurred over several years. Additional process controls have been established to
prevent reoccurrence of this situation and, because the amount of the error Is not material to any previously~disclosed information, this error has
bsen comrected by adjusting the number of year-end 2004 subscribers.

Sprint's third generation {(3G) capability allows more efficient utiiization of tha network when voice calls are made using 3G~enabled handsets. It
also provides enhanced data services. The service, marketed as “Sprint PCS Vision SM* allows consumer and business subscribers to use their
Vision-enabled PCS devices to exchange instant messages, exchange personal and corporate e-mail, send and recaive pictures, play games
with full-color graphics and polyphoenic sounds and browse the intemet wirelessly with speeds up to 144 kbps (with average speeds of 50 to 70
kbps).

Sprintis continuing to executs its plans for faster wireless data speeds by deploying Evolution Data Optimized (EV~DO) technology across the
Sprint Nationwide PCS Network. With average user speeds of 300~500 kilobits per second and peak rates of up to 2.4 megabits per second for
downloads, EV-DO will provide mobile~device data speeds up to 10 times faster than on our current network. In addltion, this technology is
sxpected to dellver superior application and service performance on EV-DO~capable handsets and laptops squipped with EV-DO-enabled Sprint
PCS Connection Cards ™. Sprint is targeting the first commercial roli-out of EV-DO in the 2005 second quarter and subsaquent roll~outs
throughout 2006, Additional traffic volumes related to EV-DO may require future capital expenditures.
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Wirsless supplements its own network through commerdial affiliation arrangements with other companles that use CDMA. Under these
arrangements, these companies offer wireless servicas under Sprint's brand on CDMA networks built and operated at their own expense. We call
these companias Sprint PCS Affillates. Generally, the Sprint PCS Afflllates use spectrum owned and controlled by Sprint. Sprint has amended its
existing agresments with a majority of the Sprint PCS Affiliates to provide for a stmplified pricing machanism, as well as refining and changing
various business procssses. The amended agreements cover approximately 80% of the subscribers served by all Sprint PCS Affiliates, The

agreements provide simplified and predictabla long~term pricing for fees charged to tha Sprint PCS Affillates for inter-area service. In addition, the
agreements settled all significant outstanding disputes with these affiliates.

Ona Sprint PCS Affiliate, which has not agreed o amend its existing agreement with us, has filed suit against us. This same affiliate and soma
other Sprint PCS Afifiliates are disputing and refusing to pay amounts owaed to Sprint. Reserves have besn established that are expected to
provide for the ultimate resolution of these disputes. Wirsless may incur additional expenses to ensure that servics Is available to its subscribers in
the areas served by the Sprint PCS Affiliates, If any of the Sprint PCS Affiliates cease operations, Wireless could incur roaming charges In areas

where servica was praviously provided by the Sprint PCS Afflliates or may be required to cover costs assaciated with Federal Communications
Commission (FCC) buildout and renewal requirements, as well as experience lower revenues.

Sprint is subject to exclusivity provisions and other restrictions under Its arrangements with the Sprint PCS Affiliates. Once the proposed merger is
complsted, conlinued compliance with those restrictions may limit the abllity to fully integrate the operations of Sprint and Nextel in areas managed
by tha Sprint PCS Affillates, and Sprint or Sprint Nexte! could Incur significant costs to resolva issues related to the proposed merger under these

arrangements. We are currently working with Sprint PCS Affiliates to modify our arangements with them such that the proposed merger of Sprint
and Nextel wili be mutually beneficial.

Wireless alsa provides services lo companies that resell wireless services to their subscribers on a retail basls under their own brand using the
Sprint Nationwide PCS Network. These companies bear the costs of acquisition, billing and customer service, tn June 2002, Virgin Mobile USA,
LLC, a Joint venture between Sprint and the Virgin Group, faunched services targeting youth and pre~pay segments, Sprint also has a multi-year,
exclusive wholesale agreement with Qwest Communications (Qwest) whereby Qwest wirsless subscribers use Sprint's Nationwide PCS Network
and have accass to Sprint PCS Vislon data services. Qwest began adding new subscribers under this agreement in the 2004 first quarter. In the

2004 saecond quarter, existing Qwest subscribers began transitioning to Sprint's Nationwide PCS Network and this transition is expected to be
substantively complete by the 2005 first quarter.

The financlal performance for Wireless for 2004, 2003 and 2002 is summarized as follows:
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(1) See Part I}, ltem 7 Seg tal Results of Operaticns — Wireless for more Infc f fing fit lal perft

Competition

The market for wireless services is highly competitive. Sprint's wireless operations compete against a number of cariers including four other
national wireless companies: Cingular Wireless, Verizon Wireless, Nextel and T-Mobile. Each of the markets in which Wireless competes is
served by other wireless service providers. A majarity of the markets, including each of the top 50 metropolitan markets, have five or more service
providers Including Sprint. Competition may continue to increase to the extent that licenses are transferred from smaller, stand-alone operalors to
larger, more experienced and more financlally stable wireless operators, or as new firns enter the market as additional radio spectrum Is made
avallable for commercial wireless services. Consolidation of the industry Is ongoing and the recent combination of Cingular Wireless and AT&T
Wireless Services has resulted in Cingular Wireless being the largest competitor.

Strategy

Wireless intends to increase capacity and enhanca network coverage, and to increase market penetration by aggressively marketing competitively
priced PCS products and services under tha Sprint brand name, offering
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enhanced voice and data services and seeking to provide a superior customer experlenca. It alse expects to increase market penefration through

its Investment in Virgin Moblle USA, which targats the youth and pre~pay segments, and from its other wholesala offerings. The princi
of Wireless’ strategy for achieving these goals are: 05, Tha peincipal clomants

* using state-of-the-art technology,

. levgragir?‘g tt‘he operating scale of Sprint's Nationwide PCS Network to achieve significant cost advantages in purchasing power, operations,
and marketing,

« seeking to deliver suparior service lo its customers,

» growing its customer base using multiple distribution channels,
« delivering innovatlve products and services,

+ continuing to increasa capacity and enhance coverage, and

« offering Sprint's entire product portfollo.

Local

General

Local consists malnly of regulated incumbent local phone companles serving approximately 7.7 million access fines in 18 states. Local provides
local volce and data services, inciuding Digital Subscriber Line (DSL), for customers withln its franchise temitorles, access by phone customers
and other cartiers to the local network, nationwide long distance servicas to residential customers located within Its franchise teritories, sales of

telecommunications equipment, and other services within specified calling areas to residential and business customers, Loca) provides wireless
and video services to customers in its franchise territories through agency relationships.

Local's financial performance for 2004, 2003 and 2002 is summarized as follows:
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(1} See Part Il, tam 7 Segmental Resulls of Operalions ~ Lo.cal for more informstion regarding financlal performance.

Competition

Local's franchise territories are principally in suburban and rural markets. Compstition in these markets Is occurring more gradually than for the
Reglonal Bell Operating Companies: Verizon, BellSouth, SBC Communications and Qwest (RBOCs). In urban areas there Is substantial
competition and thers Is increasing competition in less urban areas. Cable companles sselling cable modems continue fo provide competition for
high-speed data services for residential customers and have begun providing voice telsphone services to the home in some areas. In addition,
e-mail and wireless service usage has eroded Local's access and long~distance revenuss. Margers or other combinations involving competitars
may increase competition. Competition in these services is based on price and pricing plans, the types of services offered, customer service, and
communications quality, reliability and availabllity.

Strategy

Local’s strategy Is focused on growing its share of communications spending within its franchised service areas through broad-based product and
servica differentiation. Local is bundiing Sprint's entire portfolio of wiraline and wireless services, providing video capability with Echostar
Communications Corp., and expanding DSL coverage. In addition, Local plans to continue to enhance its customers' service exparience with a
single, clear invoice and integrated customer care for all bundled services.
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Long distance

General

Long distance provides a broad suite of communications services targeted to domestic business and residential customers, multinational
corporations and other communications companies. These services include domestic and International vaice, data communications using various
protocols such as IP and frame relay and managed network services. Sprint is ana of tha nation's largsst providers of long-distanca services, and
operates all-digital long distance and tier one IP networks, Long distance is selfing into the cable telephony market through arrangements with

cable companies that resell Sprint long~distance service and/or use Sprint back office systems and network assats in support of their local
telephone service provided over cable facilities. :

In 2001, Sprint announced it would halt further deployment of Multipoint Multichannel Distribution Services {(MMDS}), which are now referred to as
Broadband Radio Services (BRS), using current line of sight technology. Current video and high speed data customers continue to recelve
service, In the 2003 third quarter, Sprint's ongoing evaluation of its business use for the BRS spectrum resulted in a dscision to end pursuit of a
resldential fixed wireless strategy and an impairment of spectrum carrying value. Sprint Is now focusing its efforts on a broad range of altemative
strategies. Sprint Is continuing to invest in the spectrum, is monitoring technology and industry developments, and is invalved in efforts ta achleve
favorable regulatory rulings with respect to this spectrum,

Sprint determined that businass conditions and events occuiring In the 2004 third quarter and Impacting its Lang distance operations constituted a
“triggering event” requiring an evaluation of the recoverablilty of the Long distance long-lived assels pursuant to SFAS No, 144, Accounting for the
Impairment or Disposal of Long-Lived Assets. Sprint reevaluated its strategy and financial forecasts in the 2004 third quarter resuiting in a $3.52
billion pre~tax non-cash impairment charga of the Long distance long-lived assets. This charge reduced the net carrying value of Long distance
property, plant and equipment by about 60%, to $2.29 billion at September 30, 2004. For additional information see Nots 7 of Notes to
Consolidated Financial Statements.

In the 2003 second quartar, Sprint announced the wind-down of its Web Hosting business.
Lang distance's financial performance for 2004, 2003 and 2002 is summarized as follows:
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(1) . See Part ll, ltem 7 Segmental Results of Operations — Long distance for more Informati garding financial performance.
Competition

Long distanca compstes with AT&T, MCI, Level 3, the RBOCs, and cable operators and other tslecommunications providers In all segments of the
long distance communications market. Both AT&T, which has agreed to be acquired by SBC Communications, and MCI, which may be acquired
by Verizon, continue o be the two largest competitors in the domestic long distance communications market. Some compstitors are targeting the
high—end data market and are offering deeply discounted rates In exchange for high—-volums traffic as they attempt to fill thelr networks with traffic
volume. The RBOCs have proven to be formidable long distance competitors, In addition, long distance services provided by wireless service
providers and [P-based services are expected to continue to adversely affect Long distance. Competition in fong distanca is based on price and
pricing plans, the types of services offered, customer service, and communications quality, reliabliity and availability. Sprint's abliity to compste
successfully will depend on its ability to anticipate and respond to various compstitive factors affecting the industry, Including new services that
may be Introduced, changes in consumer preferences, demographic trends, economic conditions, and pricing strategies. Many carmiers are
competing In the residential and small business markets by offering bundled packages of both local and long-distance services.

Strategy

In order to maintain market share in en increasingly competitive long distance communlcations environment, Long distance Intends to leverage its
principal strategic assets: Its high~capacity hational fiber-optic network, its tier ona IP network, Its base of business and residential customers, its
established national brand, and offerings available from other Sprint operating entitles. Long distance will focus on expanding its presenca In the
data communications markets and deploying network and systems infrastructure, including 1P-driven telscommunications solutions, which provide
reliability, cost effectiveness and tachnological improvements.



Legis/ative and Regulatory Developments

Telecommunications services are subject to regulation at the faderal lavel by the FCC and at the state leval by public utilities commissions. In
general, incumbent local exchange carriers (ILECs) such as Sprint's local phone companies are subject to the most extensive regulation.
Regulation not only covers rates and service terms, but also the terms on which ILECs provide connections and network elemsnts to potential
competitors known as competitive local exchange carriers (CLECs), Long distance providers are subject to lass regulation, but stiil must comply
with various statutory requirements and regulations, Commerclal mobile radio service (CMRS) providers are not regulated from a retait pricing
standpoint, but are sublect to various licensing and technical raquirements imposed by the FCC, including provisions related to the acquisition,

assignment or transfer of radio licenses, and mandates, such as E-911 and wireless focal number portability (WLNP). CMRS providers are also
subject to stats regulation over terms and conditions of service.

Telecommunications have been and remain the subject of legislative initiatives at both the federal and state lavels. The Telecommunications Act
of 1996 (Telecom Act) was the first comprehensive update of the Communications Act of 1934, Among other things, the Telacom Act provided a
framework for local competition, but required the passage of Implementing rules by the FCC and the states. Thesa rules have been the subject of
numerous court appeals, as well as lobbying efforts before Congress. In virtually every session of Congress sinca the adoption of the Telecom
Act, legisiation has been proposed to amend i, and there Is growing Interest in the Congress in undertaking another update of the
Communications Act of 1934. In addition, members of Congress use Congressional hearings and letters to emphasize points to regulators.
Congressional participation In the development of ragulatory policy and anforcement makes the regulatory process less predictable and potentially
adverse to Spiint’s interest. Various state lagislatures also engage In regulatory policy matters.

Sprint — Wireline Opsrations

Competitive Local Service

The Telecom Act was designed to promote compeition in all aspects of telecommunications. It allminated legal and regulatory barmiers to entry
into local phone markets. It also required ILECs to allow local resale at wholesale rates, nagotiate interconnection agreements, provide
nondiscriminatory access to unbundled network elements and allow colacation of interconnection equipmert by competitors, The rules
implementing the Telecom Act remain subject to legal challenges. Moreover, many of the CLECs that invested money to participate in local

competition have filed for bankruptcy. Howaver, cable companles are increasingly competing for volce telephone customers. Thus, the natura of
future local competition remains unclear.

Sprint is impacted by local competition rules from twa perspecives: primarily, as an ILEC serving approximately 4% of the access lines in the
United States and, secondarily, as a potential CLEC for the remainder of the country’s access lines. Sprint Is engaged as a CLEG providing local
service to residential customers and small and medium husiness customers utilizing its own facilities, leased facilities and a platform of unbundied
network elements (UNE-P) provided by the ILEC. The CLEC activities are not significant to Sprint's operations, and Spiint is no longer actively
engaged In adding additional UNE-P residential customers to its current base.

In December 2004, the FCC adopted an order, which will be effective on March 14, 2005, revising rules on unbundied network elementsin
response to a March 2004 decision of the D.C. Circuit Court of Appeals vacating significant portions of the FCC's prior UNE rulss. The order
terminates the ILECs' obligation to offer UNE-P after a one-year transition period, during which there will be some Increases in the rates ILECs
are permitted to charge for UNE-P, and restricts, to some extent, the availability of high-capacity toop and transport UNEs. The RBOCs and an
ILEC trade association have challenged thls order as not fully complying with tha March 2004 court decision. The FCC order will require Long
distanca to discontinue its use of UNE-P unless the RBOCs agree to allow continued use of UNE-P at negotiated, commercially viable prices.
Local will bensfit from the UNE-P ruling, although its competitors have not made extensive use of UNE~P. The new restrictions on the availability
of high-capacity loop and transport facilities as UNEs will not have a material effect either on the competition faced by Local or on Long distance’s
currant competitive local offerings to medium and large business customers.

Separately, the FCC is considering whether it should establish performance measures for ILEC provision of unbundled network elements and
special access services, the appropriate regulatory requirements for ILEC provision of domestic broadband telecommunications, and whether to
revise the methodology the states must use to establish prices for unbundled network elements.
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Universal Service Requirements and Access Reform

The FCC continues to address lssues related 1o universal service and access reform. In 2000, the FCC adopted an accsss reform plan that
substantially reduced switched access charges paid by long distance carriers to the large ILECs and created a new universal service fund that
offsets a portion of this reduction in access charges. In connection with its advocacy of this plan, Sprint committed that it would flow through the
reductions In switched access costs over the five-year life of the plan to both business and resldential customers. Sprint also committed to certain
other pricing actions, including elliminating charges to residential and single-line business customers which had been used to pass through certain
access costs that were eliminated by this plan, and maintaining, for the duration of the plan, at least ane pricing option that doss not includa a
minimum usage charge. Tha FCC order adopting this access reform plan requires Sprint to adhera to these commitments,

The FCC and many states have established “universal service" programs to ensura affordable, quality local telecommunications sarvices for all
U.S. resldents. Local currently recelves approximately $200 million annually in support funds. In addition, Wireless Is recelving suppart funds as a
competitive “gligible telecommunications carrler” In selected states at a cument rate of approximately $30 million annually. The FCC Is considering
changes In Its distribution of universal servica support that could adversely affect Wirsless' eligibility to recelve such support or reduce the amount
of support it receives. Sprint's contributions fo fund the federal universal service programs are based on a percentage of interstate and

interational end-user revenues from telecommunications services. These contributions are generally recoverad from customers through
surcharges. The FCC is considering whether to replace this revenue-based assessment in whole or In part with an assessment based on
telephone numbers or connections to the public network. The Intercarrier Compensation Forum (ICF) Plan, discussed below, proposes federal
universal service assessments based on both numbers and connections. Such changes would increase the contributions from Local and Wireless, .
while decreasing tha contributions from Long distance.

In 2001, the FCC launched a proceeding to determine whether access charges, as well as reciprocal compensation for [ocal Interconnected calls,
should be replaced either by a “bill-and-kesp” system under which intercarrier compensation would be eliminated and all carriers would recover
their costs solely from end-user customers or by a unified intercarrier compensation system in which the same rates would apply to all forms of
intercarrier compensation, i.e., access and reciprocal compensation. This proceeding remains pending with the FCC, and it Is difficult to predict the
changes that might result or their timing and Impact. in October 2004, a graup of eight companies including Sprint, AT&T, MC! and SBC, known as
the ICF, filed a detailed proposal for reform of intercarrier compensation calling for phased reductions in intercanisr compensation charges to a
low, uniform level, except in cartain rural areas over three years. Further the IGF Plan called for a transition to a zero rate, again, except in rural
areas, by mid-2011. Under the ICF Plan, ILECs, including Local, would have an opportunity to make up for the reduced Intercarrier compensation
ravenues through a combination of increases in end user charges and additional federal universal sarvice funds. In February 2005, the FCC
Issusd a notice sesking public comment on the ICF Plan and other reform proposals submittad by other industry groups.

In January 2005, the FCC initiated a rulemaking proceeding on whether and how it should revise its regulation of rates for special access services
provided by incumbent local caniers to long distance and other carriers, typlcally to connect large business customers to long distance carriars
networks. In-addition to seeking comment on permanent changes in regulation of spacial access rates, the FCC also asked whether interim
charges should ba put in place In conjunction with a scheduled mid-2005 revision of access tariffs. This proceeding could affect the amount Local
charges for spacial access and the amount Long distance and Wireless pay for the special access services they use.

Voice over Internet Protocol

With the growing use of Voice over Internet Protocol (VolP), the FCC is considering the regulatory status of various forms of ValP. Tha outcome of
these proceedings will determine whether and how retall VolP offerings should be regulated, as well as whether VoIP providers should pay access
charges and should contribute to the federal universal service fund. In February 2004, the FCC issued an order finding that one form of VolP,
involving a specific form of computer—to~computer services for which no charge Is assessed, is an unregulated “information service," rather than a
telecommunications service, and preempting any attempts by state regulatory authorltles to regulate this service. In Aprit 2004, the FCC ruled that
long distanca 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 sarvices subjact to all the regulatory obligations of ordinary long-distance services,
Including payment of access charges and contributions to universal service funds. In November 2004, the FCC preempted states from exercising
antry and related economic regulation of certain other forms of VolP that orlginate through the use of broadband connections and specialized
customer premises equipment. This ruling, which has been appealad In the courts, did not address other issues regarding VolP, such
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as whether these forms of VoIP are “information services” or “telecommunications seivices,” or what regulatory obligations, such as intercarmier

compensation and universal service contributions, should apply to the providers of these services. These issu i
proceeding the FCC initiated in March 2004, : Y P ssues remain pending In a rulemaking

The applicabliity of the Communications Assistanca for Law Enforcement Act (CALEA) to VoIP service and other IP-based services is the subject
of another rulemaking proceeding initlated In August 2004. CALEA was snacted In 1994 to preserve electronic surveillance capabilities authorized

by federal and state law in light of emerging technologies that might ba more difficult for law enforcement officials to monitor. i f
to VoIP and other IP-based sarvices could result in additional costs. ¥- Appiication of GRLEA

Reallocation of BRS Spectrum

The FCC has issued orders requiring relocation of licensed BRS opsrations from the 2150~2162 MHz band to the 2496-2502 MHz and
2618-2642 MHz as part of ts efforts to clear spectrum throughout the 2,1 GHz band for Advanced Wireless Services, The orders provide that

inwm:;ms such as Sprint will be reimbursed for their relocatlon costs, and the FCC will establish a machanism for that process In a future
proceeding.

BRS and Educational Broadband Service (EBS) Bandplan and Service Rule Overhaul

The FCC has adopted an order that significantly reconfigures the BRS and EBS channelizatlon scheme and revises the corresponding service
rules. Sprint holds BRS licenses and leases EBS spactrum. The changes adopted by the FCC are designed to promote flexible use of the

spectrum. The FCC Is currantly developing further revisions to the service rules that affact varlous operational and administrative aspecs of the
BRS and EBS sarvices.

BRS Llcense Conditions

The FCC auctioned certain BRS licenses in 1996 for a term of ten years. The licenses may be renewed by the FCC for additional ten year terms.
The FCC rules required all licensees of this auctioned BRS spectrum to meet certain buildout requirements in order to retain their licenses, Prior to
August 16, 2003, Sprint filed cerlifications for 62 of its 93 baslc trading areas {BTAs) Indicating that it has met the buildout requirements then in
seffact. However, It has not yet raceivad confirmation from the FCC that the requirement has been met in any BTA. Sprint, other BRS licensess and
the BRS trade association have asked the FCC to delay the buildout deadline and to amend its rules regarding the buildout obligations along with
other rule changes affecting BRS service, The FCC Is currently developing these rules, but has yet to act upon Sprint's, and other licensees’,
pending construction certifications. Under the now~dsfunct rules, failure to comply with FCC requirements in a given market could have resulted in
the loss of the license for that part of the service area in which the buildout requirements ars not met. Because the FCC Is still developing new
BRS buildout requirements, it is unclear how such failures will be addressed going forward.

Sprint — Wireless Operations
The FCC sets rules, regulations and policles to, among other things:

. grant licenses for PCS frequencles and license renewals,

. rula on assignments and transfers of control of PCS licenses,

. govern the intercannection of PCS networks with other wireless and wireline carriers,

. establish access and universal service funding provisions,

. impose fines and forfeitures for violatlons of any of the FCC's rules,

. ragulate the technical standards governing wireless services, and

. impose other obligations that it determines to be in the public interast.
In 2004 new FCC rules that allow CMRS licensees to lease spectrum to other parties went into effect, Licensees now have more flexibility to use
spectrum assets. Wireless has entered into spectrum leases that allow utilization of its spectrum holdings for a variety of sirategic purposes,
Wireless plans to utilize spectrum leasing as a means of obtaining access to additional spectrum In certain markets. On February 15, 2005, the

FCC concludad an auction of 242 personal communications services licenses. Wirefrea Partners {il, LLC (Wirsfree) won ficenses in 16 markets,
subject to FCC approval. Sprint has agreements with Wirefree 1o lease certaln spectrum In those 16 markets.
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Since 2003, the FCC has besn reallocating additional spectrum for 3G purposes. The FCC identified which spectrum bands should be used for
Advanced Wireless Services and is considering the technical parameters and service rules to govem operation in these frequencies. After this
process is complete, the FCC will auction this spectrum, The FCC announced at the end of 2004 its plan to auction 90 MHz of Advanced Wireless
Services spectrum in June 2006. In addition, the FCC plans to auction addltional spectrum in the 700 MHz band which Is currently used for analog
broadcasting. With the exception of a few licenses that went unsold In prior 700 MHz auctions, the FCG has not yet schedulsd dates to auction the
remaining 700 MHz spectrum. [t is not clear if the allocation of additional spectrum for 3G purposes and the auction of 700 MHz spectrum for
mobile services will impact the value of Sprint's current spectrum licenses. .

The FCC has Initiated a number of proceadings to evaluate its rules and policias regarding spectrum licensing and usage. For example, it is

considering new “hammful interference” concepts that might permit unlicensed users to “share” licensad spectrum. These new uses could impact
Sprint’s utllization of its licensed spsctrum.

PCS License Conditions

All PCS licenses are granted for ten—year terms. The FCC utilizes major trading areas (MTA) and BTAs for the purposa of issuing licenses for
PCS. Several BTAs make up each MTA. Licenses may ba revoked if the FCC's construction requirements are not met.

All 30 MHz MTA licensees must build PCS networks offering coveraga to 1/3 of the population within five ysars and 2/3 of the population within 10
years. [n 2000, Sprint met the five-year buildout requirement in all of its MTA markets. Sprint has already mst tha ten-year buildout requirement in
the majority of its MTA markets and expects to meet the ten-year buildout requirement in all of its MTA markets before the June 2005 deadline. All
10 MHz and 15 MHz broadband PCS licensees must construct networks offering coverage to at Isast 1/4 of the population or make a showing of
“substantial service" within five years of licanse grant. In 2002, Sprint met the 10/16 MHz five~year buildout requirement in all of its BTA marksts.

If applicable buildout conditions are met, PCS licenses may be renewed for additional ten-year terms. Renewal applications are hot subject to
auctions, If a renawal application is challenged, the FCC grants a preference commonly referred fo as a license renewal expectancy to the
applicant If it can demonstrate it has provided “substantial service” during the past ficense term and has substantially complied with applicable
FCC rules and policies and the Communications Act of 1934. The FCC defines “substantial” service as service which Is *sound, favorable and
substantially above a leve! of mediocre service that might only minimally warrant renewal.”

Other FCC Requiraments

Sprint’s wireless operations began providing WLNP in the 100 largest metropolitan statistical areas (MSAs) in compliance with the FCC-mandated
November 24, 2003 deadlina. WLNP allows customers ta retain existing telephona numbers when switching from one telecommunications carrier
to another, subject ta certaln limltations. We implemented WLNP beyond the largest 100 MSAs in 2004, The WLNP requirements impose
increased operating costs on all CMRS carriers and make it easler for subscribers to change providers,

Broadband PCS and other CMRS providers must implement enhanced emergency 811 capabilities in a two-tlered manner. in the first phasa,
wireless carriars must identify the base station from which a call originated. In the second phase, wireless carriers must provide location within a
radlus as small as fifty meters. Implementation of the second phase location requirements must generally begin within six months of a valid
request by a public safety organization. Sprint has deployed system elements necessary o support Phase one and Phase two enhanced
emergency 911 throughout its entire network. Actual avallability of Phase one or Phase two enhanced emergency 911 services in any particular
market is dependent upon receipt of a request for service and completion of necessary upgrades by local governments, and Is not within Sprint's
control, We file regular reports with the FCC oullining our compliance with these obligations, Failura to comply with the FCC's rules in this area
may result in significant monetary penalties.

CALEA Requirements

CALEA requires telscommunications camlers, including Sprint, to modify thelr equipment, facilities and services to allow for authorized electronic
surveillance based on either industry or FCC standards. in December 2004, Sprint deployed packet-mode CALEA electronic capabilities in its
wireless IP network compliant with industry standards. The FCC has issued a notice of proposed rulemaking to address CALEA packet-mode
data requirements which
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could require Sprint to Implement additional CALEA capabilifies. Like other CMRS carriers, Wireless has sought an extension of CALEA dead(ines
for packet-mode data services and this request remains pending given the FCC proceeding. Law enforcement agencies, led by the Department of
Justica (DOJ), Federal Bureau of Investigation (FBI), and Drug Enforcement Administration (DEA) are actively participating in a number of FCC
proceadings relating to packet-mode data services, DOJ, FBI, and DEA are seeking determinations from the FCC that providars of packet-made
services — particularly Volce~Over-Packet communications - must provide electronic interception capabilities. Determinations In these FCC
proceedings could affect disposition of Sprint's CALEA extension requests for its wireless operations.

If the extension requests are not granted, Sprint could be subject to fines if it is unable to comply with a survelllancae requast from a law

enforcament agency. Sprint has also sought clarification from the FCC on the scope of telecommunications caniers’ obligation to intercept
packet~mode data services.

Other Federal Regulations

Wireless systems must comply with certain FCC and Federal Aviation Administration (FAA) regulations about the siting, lighting and construction
of transmitter towers and antennas. in addition, FCC rules subject certaln cell site locatlons to National Environmental Policy Act (NEPA) and
National Historic Preservation Act (NHPA) regulation. Lata in 2004, the FCC adopted significant modifications to its NHPA rules that will result in
additional historic presarvation review requirements and might impact antenna siting efforts In certain areas with historic properties. The FCC is
currently evaluating changes to its NEPA rules that could also impact antenna siting efforts in certain areas. :

Universal Service Requirements and Access Charges

The FCC and many states hava establishad univarsal service programs to ensure affordable telacommunications services for all U.S. residents. In
2001, the FCC Increased the “safe harbor” estimate of the amount of wireless revenuss that can be attributed to interstate and International .
services. Although wireless carriers may still rely on their actual interstate traffic levels to determine universat service fund (USF) contributions, the

FCC's modification of the “safe harbor” Increased the overall share of federa! universal service funding borne by wireless camiers, Including -
Sprint's wirelass oparations.

Telecommunications providers, including wireless carriers that meet certain requirements, may be designated as Eligible Telscommunications
Carriers (ETCs). Wireless ETCs may receive universal service support for providing service to consumers that use wireless services in high cost
araas, typically In more rural parts of the U.S. Wireless has obtained ETC status in 18 jurisdictions, thereby making Wireless eligible for universal
service suppon payments. Although Sprint is still a net payor Into the USF, these subsidy payments to Wireless are an additional source of
revenue that reduces Sprint's overall USF obligation. The FCC is cumrently considering a number of measures that could restict the ability of
wireless providers to serve as ETCs. If the FCGC adopts rules that limit the ability of wireless providers to serve as ETCs, Wireless may seek to
rescind its ETC status in cerfain jurisdictions, resulting In an increase in its net payment into USF,

State and Local Regulation
The Telecom Act generally preempts state and local regulation of market entry or the rates charged by a CMRS provider. States may, however,

regulate “other terms and conditions” of mabile service, such as billing practices and other consumer-related Issues, Several states have

commenced proceedings to Imploment consumer protection and service quality regulations that would impose substantlal incremental costs
across the Industry.

Tha location and construction of radio towers and antennas are also subject to a variety of stata and local zoning, land use and regulatory
requirements. Therefara, the time nesded to obtaln zoning approvals for the construction of additional wireless facilities varies fram markst to
market and stata to state, The cost of consiructing wireless antenna facllities also varies by market and state.

The potentlal impact on Sprint and its operations of material regulatory developmants Is discussed under "Risk Factors Relaling to Sprint.”
Environmental Compliance

Sprint has Identified seven former manufactured gas plants where it may have some obligation to contribute to cleanup costs. Sprint continues to
evaluate whether and to what extent it has liablility with respect to each site and
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has reserved for cleanup costs. The manufactured gas plants are not currently owned or operated by Sprint, but may have baen owned or
operated by entities acquired by Sprint's subsldiary, Cental Corporation, before Sprint acquired Centel. Centel and the cument land owner of the
site in Columbus, Nebraska are working with the Environmental Protection Agency pursuant to an administrative consent order, Amounts
expended pursuant to the order are not expected to be material. Other environmental compliance and remediation expenditures mainly result from
the operation of standby power generators for its telecommunications equipment. The expenditures arlse in connection with standards
complianca, permits or occasional remadiation, which are usually related to generators, batteries or fuel storage. Sprint's environmental

compllance and remedlation expenditures have not bean material to its financial statements or to its operations and are not expacted to have any
future material adverse effects on its financlal statements or its operations.

Patents, Trademarks and Licenses

Sprint owns numerous patents, patent applications, service marks and trademarks in the United States and other countries, Sprint has a program
to file applications for trademarks, service marks and patents where Sprint beliaves this protection is appropriate. “Sprint” and “Sprint PCS" are
registerad tradamarks of a wholly~owned subsldiary of Sprint. Sprint services often use the intellsctual proparty of others such as using licensed
software. Sprint also licenses copyrights, patents and trademarks of others. In total, these licenses and Sprint's copyrights, patents, trademarks
and service marks are of material imporiance to the business. Generally, Sprint's rademarks, trademark licerises and service marks have no
limitation on duration. Sprint’s patents and licensed patents have remalning terms generally ranging from ona to 19 years,

Sprint occaslonally licenses its intellectual property to others. Sprint has granted licenses to others to use Its registered trademark *Sprint” in

certain situations, including to R.H. Donnellsy in connection with the provision of telephone directories in Local's franchise territorias and to the
Sprint PCS Afiiliates. '

. Sprint has received claims in the past, and may in the future recelve daims, that Sprint Infringes 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, Sprint could be forced to

pay significant damages or stop selling certaln products or services. Sprint also could enter Inta licenses with unfavorable terms, including royalty
payments, which could adversely affect Sprint's business.

Employee Relations
At year-end 2004, Sprint had approximately 53,900 active employees. Approximately 7,300 employees were represented by unions.

In the 2003 fourth quarter and throughout 2004, Sprint recognized charges from its Organizational Realignment initiatives. The restructuring was a
company~-wide effort to create a more customer—focused organization. These decislons included work force reductions in each segment and
corporate functions in both 2004 and 2003.

In the 2003 second quarter, Sprint announced the wind-down of its Web Hosting business. Restructurings of other Long distance operatlons also
occurred in the continuing effort to creaté a more efficient cost structure. These decislons included work force reductions.

In the 2002 fourth quarter, Sprint announced plans to consclidate Its Network, Information Technology, and Bllling and Accounts Receivable
organizations, as well as steps to reduce operating costs. These decislons Included work force reductions in each segment and corporate function.
Additionally, in a separate action, Wireless announced it would reduce operating expenses through a further work force reduction.

In the 2002 third quarter, Sprint announced a restructuring integrating its EjSolutions’ web hosting sales, mobile computing consulting, marketing,
and product sales support capabilities into Sprint Business while Integrating its customer service operations Into Network Services. Additionally,
Sprint announced that Long distance would discontinue offering and supporting faciliies-based DSL services to customers. These decisions
included work force reductions.

In the 2002 first quarter, Wireless announced plans to close five customer solution centers, as well as additional steps to reduce operating costs in
Its netwark, sales and distribution, and customer service business units. These decisions Included work force reductions.

See Note 7 of Notes to Consolidated Financlal Statements for more information on the impacts of thess decisions.
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Management

For information conceming the executive officers of Sprint, sea "Executiva Officars of the Registrant” in this document.
Information as fo Business Segments

For information required by this sedlon, refer to Sprint's “Management's Discussion and Analysls of Financial Condition and Results of

’ ((’)peratior:s" and alsa refar io Note 18 of the Notes to Consolidated Financial Statements saction of the Financial Statements filed as part of this
ocumant.

Risk Factors Relating to Sprint

The businesses of Sprint and Sprint Nexte! could be adversely impacted by uncertainty related fo the proposed merger.

Uncetalnty about whether and when the proposed merger with Nextel will be completed and how the businass of Sprint Nexte! will be operated
after the proposed merger could adversely affect the businesses of Sprint or Sprint Nextel, including increased attempts by other communication
providers to persuade Sprint subscribers to change service providers. This could increass the rate of subscriber churn for Sprint and have a
negative impact on subscriber growth, revenus and the results of opsratlons of Sprint, as well as Sprint Nextel.

Faijlure fo complete the merger could negatively impact the stock price and the future business and financial results of Sprint.

Completion of the proposed merger is subject to the satisfaction or walver of various conditions, including the receipt of approvals from the Sprint

and Nexte! stackholders, receipt of various regulatory approvals and authorizetions, and the absence of any order, Injunction or decree preventing
the completion of the proposed merger. There is no assurance that all of the various conditions wiil ba safisfied or walved. If the proposed merger
Is not completed for any reason, Sprint will be subject to several risks, including the following:

. being required, under certain circumstances involving a competing takeover proposal, to pay Nextel a termination fee of $1 billion;

. having incured certain costs relating to the proposed merger that are payable whether or not the mergsr is completed, including legal,
accounting, financial advisor and printing fees; and

. having had the focus of managément difeded toward the proposed merger and intagration planning instead of on Sprint's core business
and other opportunities that could have been beneficlal to Sprint.

In addition, Sprint would not realize any of the expected benefits of having completed the proposed marger. If the proposed merger s not
completed, Sprint cannot assure its stockholders that these risks will not materialize or materially adversely affect its business, financial results,
financlal condition and stock price.

The complation of the contemplated spin—off of the Local opsrations after the proposed merger cannot be assured.

-

Sprint and Nextel intend to spin off Sprint's local telecommunications business as a separate entity to Sprint Nexte!'s stockholders after tha
proposed merger, but the spin-off is not a condition to the completion of the proposed merger. There are sigmﬁcant.operational and technical
challenges to be addressed In order to successfully separate the assets and operations of the local telecommunications business from the rest of
the resulling company.

The spin—off will also require the creation of a new publicly traded company with a capital structure appropriate for that company, the creation and
staffing of operational and corporate functional groups and the creation of transition services arrangements between the new company and Sprint
Nextel, The spin-off may result In additional and unforeseen expenses, and completion of the spln-off cannot be assured.
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Completion of the spin-off will be conditioned, among other things, upon receipt of required consents and approvals from various federal and state
regulatory agencles, including state public utility or service commisslons. These consents and approvals, If racelved, may Impose conditions and
limitations on the business and operations of the company resuilting from the spin-off. These conditions and limitations could jeopardize or delay
completion of the spin-off and could reduce the anticipated benafits of the proposed merger and the spin-off,

Failure to satisfy our capital requirements could cause us fo delay or abandon our expansion plans. If we incur significant additional indebtedness,
it could causs a decline in our credit rating and could limit our abifity to raise additional capital,

Wa continue to hava substantial indebtedness and we will continue to require additional capital to expand our businesses. We intend to fund these
capital requirements with cash flow generated from operations, If we da not generate sufficlent cash flow from operations, we may naed to rely on
additional financing to expand our businesses. In connection with the execution of our business strategles, we are continually evaluating
acquisition opportunities, and we may elect to finance acquisitions by incuning additional Indebtedness. We may not be able to arrange additional
financing to fund our requirements on terms acceptable to us. Qur ability to arrange additional financing will depend on, among other factors, our
financial performance, general economic conditions and prevailing markst conditions. Many of these factors are heyond our control, Fallure to
obtain sultable financing could, among other things, result In the Inabliity to continue to expand our businesses and meet competitive challenges. If
wae incur significant additional indebtedness, our credit rating could be adversely affected. As a resuit, our future borrowing costs would likely
Increase and our access to capital could be adversely affected. .

if Wireless does not continue to grow and Improva profiability or if Long distance and Local do not achieve expectad revenuss, our ability io
compete effectively and our credit rating will likely be adversely affacted. . .

If Wireless does not continue to grow and improve profitability, we may be unable to make the capital expenditures necessary to Implament our
business plan, meet our debt service requirements, or otherwise conduct our business in an effective and competitive manner. This would require
us to divert cash from other uses, which may not be possible or may detract from operations in our other businesses. These events could limit our
ability to increase revenues and net Incoms or cause these amounts to decline.

Long distance and Local have experienced declining operating revenues, if Long distance and Local cannot achleve expected revenues, they may
be unable to make the capital expenditures necessary to implement their business plans or otherwise conduct:their businesses in an effective and
competitive manner. This could further damage our ability to maintain or increase our revenues as a whole.

If Wireless does not continue to grow and improve profitability, or if Long distance and Local cannot achieve expected revenues, our credit rating
will likely be adversely affected. If our cradit rating Is adversely affacted, our future borrowing costs would likely increase and our access to capital
could be adversely affected,

We face Intense compatition that may reduce our market share and harm our financial performance.

There is intense competition In the talecommunications industry. Thae traditional dividing lines bstween lang distance, local, wireless, cable and
intemet services are increasingly becoming blurred. Through mergers, joint ventures and varlous service bundling strategies, major providers,
Including Sprint, are striving to provide Integrated solutions both within and across all geographical markets.

We expect competition to intensify as a result of the entrance of new competitors and the rapld development of new technologies, products, and
services, We cannot predict which of many possible future technologles, products, or services will be important to maintain our competitive
position or what expenditures will be required to develop and provide these techriologles, products or services. Our abllity to compete successfully
will depend on marketing and sales and service delivery, and on our ability to anticipate and respond to various compatitive factors affecting the
Industry, including new services that may be introduced, changes in consumer preferences, demographic trends, economic conditions, and
discount pricing and other strategles by competitors. To the extent we do niot keep pace with technological advances or fail to timely respond to
changes in competitive factors In our industry, we could lose market share or experience a decline in revenue and net income.

Wireless Operations, Wireless competes in markets served by other wirelass service providers. A majority of the markets, including each of the
top 50 metropolitan markets, have five or more wireless service providers, including .
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Sprint. Competition may continue fo increase to the extant that thers ara mergers or other comblinations Involving our competitors or licenses are
transferred from smaller stand-alone operators to larger, more experenced and more financlally stable wireless operators, These wireless
operators may be able to offer subscribers network features or praducts not offered by us. The actions of these wireless operators could
negatively affect our subscriber chum, ability to attract new subscribers, average revenue per user and operaling costs.

We rely on agreements with competitors to provide automatic roaming capability to wireless subscribers in many of the areas of the United States
not covered by our wireless naetwork, which primarily serves metropolitan areas. Certaln competitors may be able to offer coverage in areas not
served by our wireless network or may bs able to offer roaming rates that are lower than those offered by us,

Baginning In November 2003, alil wirsless service providers were required to offer a databasa solution for WLNP in the 100 largest matropolitan
statistical areas. WLNP allows subscribars to retain, subject to certain geographical limitations, thelr existing telephone numbers when switching

from one carrier to another. In addition to Imposing Increased costs on our wireless PCS opsrations, this enables our subscribers to move to other
carriers without losing established telephone numbers. i

Many wirelsss providars have been upgrading their systems and provide advanced and digital services which compete with our vﬁreless services.
Many of these wireless providers require thelr subscribers to enter Into long term contracts, which may make it more difficult for us to atiract
subscribers away from these wireless providers.

Wa anticipate that market prices for wireless voice services and products generally will continue to decreasa in the future as a result of continued
competition. All of these developments may lead to greater cholces for subscribers, possible consumer confusion, and increased industry chum.

Wirellne Operations. Long distance competes with AT&T, MCI, Level 3, the RBOCs and cable operators, as well as a host of smaller competitors
In the provision of long distance and local services. Soma of these companies have built high—capacity, IP-based fiber-optic networks capable of
supporting large amounts of bandwidth. These companies claim cartain cost structure advantages which, among other factors, may position them
wall for the future, Increased competition and the significant increase In capacity resulting from new networks may drive already low prices down
further. Both AT&T, which has agreed to be acquired by SBC Communications, and MCf, which may be acquired by Verlzon, continue to be the
two largest compaetitors in the domestic long~distance communications market. Sprint and other long distance carriers depend heavily on local
access facilities obtained from RBOCs 1o serva their long distance customers. The proposed acquisitions of AT&T and MCI by two RBOCs, if
approved, could give those carriers' long distance oparations cost and operational advantages with respect to these access facllities. Further,
these acquisitions, if approved, could resuit in the loss of revenues currently received from these RBOCs and related controlled entities for Sprint
long distance services. Such revenues represent about 1% of Sprint's annusl revenues. :

The Telecom Act allowed the RBOCs to provide long distance services in thelr respective regions after they met certain conditions. The RBOCs
- have proven to be formidable long distance competitors. In additlon, long distance services provided by wireless and IP~based operators are

expected to continue to adversely affect sales of Long distance. Inter-exchange and other carriars are allowed to compete for local services by
resala, by using unbundled network slements, or through their own facilities.

Local operates principally in suburban and rural markets. As a result, competition In Local marksts s occurring more gradually than for the
RBOCs. In urban areas where Local operates there is substantial compstition by CLECs and there is increasing competition in less urban areas.
Cable companies selling cable modems continue 1o provide compstition for high-speed data services for residentlal customers and are beginning
to offer voice telephone service using thelr cable facilites. E-mail and wireless services will continue to grow as an altemative to wireline services,

A high rate of subscribef chum would likely impalr our financlal performance.

A key element in the economic success of telecommunications cariers is the rate of subscriber chum, Curranf strategies to reduce subscriber
chum may not be successful. A high rate of subscriber chum would impair our ability to increase the revenues of, or cause a deterioration in the
operating margin of, our operating units or Sprint as a whole.
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Any failure by Wireless to Improve subscriber service and continus to enhance the quality of our network and meef capaci uirements of
subscriber growth will likely impalr our financlal performance and adversely affect our results of oparations. paclly req o

Wireless is working to Improva subscriber service. Although improving subscriber service may Increas

@ the cost of sy ing our subscribers, If
wa are unable to improve subscriber service, our subscribars may switch to other wireless providers. Pporiing

Wireless must continue to enhance the quality of the wireless network. As we continue this enhancement, we must;

=~ obtain rights to a large number of celi sites,

. obtain zonlng varlances or other approvals or permits for network construction and expansion, and

. build and maintain additional netwark capacity to satisfy subscriber growth.

Network enhancements may not occur as scheduled or at the cost that wa have estimated. Delays or fallure to add network capacity, or increased

gosts of adding ]capacity. could limit our ability to satisfy our subscribers and retaln or increase the revenues and opsrating margin of Wireless or
print as a whole.

If soma of our Sprint PCS Affiliates experlence financial difiiculties we could be forced to Incur additional expenses which could adversely affact
our financlal psrformances.

We supplament our wireless network bulldout through commerclal affifiation arrangements with other campanies that use CDMA. Under thesa
arrangements, these companles offer wireless services under Sprint's brand on COMA networks built and operatad at their own expensa. We call
these companies Sprint PCS Affiliates. Generally, the Sprint PCS Affiliates use spectrum owned and controlled by Sprint. We pay these
companles a fee based on billed or collected revanues for operating the network on our bshalf. Sprint has amended Its existing agreements with a
majority of the Sprint PCS Affiliates to provide for a simplified pricing mechanism, as well as refining and changing various business processes.
The amended agreements cover nearly B0% of the subscribers served by all Sprint PCS Afiillates. If any of the Sprint PCS Affiliates cease
operations in all or part of their service area, we may incur roaming charges in areas where service was previously provided by the Sprint PCS
Affiliates. We may also incur costs to mest FCC buildout and renewal requirements, as well as experience lower revenuas, Fallure to meet FCC
buildout and renewal requirements could resuit in the loss of a PCS license or licenses depending on the service area.

Significant changes In the industry could cause a decline in demand for our services.

The wireloss telecommunications induslry Is experiencing significant technological change, including improvements in the capacity and quality of
digital technology such as the move to 3G wireless technology. This causes uncertainty about future subscriber demand for our wireless services
and the prices that we will ba able to charge for these services. The rapid change in technology may lead to the development of wireless
telecommunications services or alternative services that consumers prefer over our services. For exaniple, the demands for our wireless data
sarvices may be affected by the proliferation of wireless local area networks using new technologies, mesh networks using unlicensed spectrum or

the enactment of new laws or regulations restricting use of wireless handsets, There is also uncertainty as to the extent to which airtime charges
and monthly recurring charges may continue to decline.

The wireline industry is also experlencing significant technological change. Cabls companies are providing telecommunlcations services to the

home. Some carriers ara providing local and long distance voice services over Intemet Protocol (VolP), in the process avoiding access charges on
long distance calls,

As a result of these changes, the future prospects of the wireless and wireline industry and the success of our services remain uncertain,

Govemment regulation could adversely affect our prospects and resuits of operations.

Wireless Operatlons. The licensing, construction, opsration, sale, and interconnection arrangements of wirsless telacommunications systems are

regulated by the FCC and, depending on the jurisdiction, state and local regulatory agencies, The Communications Act of 1934 preempts state
and local regulation of market entry by, and

16



the rates charged by, CMRS providers, except In fimited circumstances. States may regulate such things as blliing practices and
consumer-~related Issues. Californla Imposed, then suspended, nules designad to Impose consumer protections, Several other states are

consldering simltar initiatives. If imposed, these regulations could increase the costs of our wireless operations. The Federal Trade Commission
also regulates how wireless services are marketed.

The FCC, togsther with the FAA, also regulales tower marking and lighting. In additlon, tower construction s affected by federal, state and local
statutes addressing zoning, environmental protection and historic preservation, The FCC racently adopted significant changes to its rules
governing historic preservation review of projects which could make it more difficult to deploy antenna facliitias, The FCG is also considering
changes to its rules regarding environmental protection as related to towar construction, which, if adopted, could make it more difficult to deploy

facilities. The FCC, the FAA, or other governmental authorities having Jurisdiction over our business could adopt ragulations or take other actions
that would adversely affect our business prospects or results of operations,

The FCC grants PCS licensss for terms of 10 years that are subject fo renewal and revocation, Our MTA licenses expire in 2004 and 2005, and
our BTA licenses expire in 2007. Wa successfully renewed the two MTA licenses that expired at the end of 2004 for an additional ten year term.
The remaining MTA licenses expira in June 2005. FCC rules raquire all PCS ficensees to moest certain bulldout reguirements and substantially
comply with applicable FCC rules and policias and the Communications Act of 1934 In order to retain their licenses. Falfure to comply with FCC
requirements in a given license area could resuit in revocation of the PCS license for that license area. Although we believe wa will meat the
FCC's buildout requirements in a timely fashion, there is no guarantes that our licenses will be renewed.

We Have agreements with Wirefree to lease cerfain spectrum it won in Auction 68, subject to FCC approval. If the FCC falls to grant approval, our
operations In areas covered by the potential leased spectrum could be adversely impacted due to spectrum constraints.

The FCC has initiated a number of proceedings to evaluats Its rules and policles regarding spectrum licensing and usaga. It Is considering new

“harmful Interference” concepts that might permit unlicensed users to "share” licensed spectrum. These new uses could impact Sprint's utilization
of its ficensed spectrum. 1

CMRS providers must implernent enhanced 911 capabilities in accordance with FCC rules. Failure to deploy 911 service consistent with FCC
requirements could subject us to significant fines.

Failure by various regulatory bodles to make telephone numbers avaitable in a timely fashion could result in our wireless operations not having
enough local numbers to assign to new subscribers in certaln markets. The FCC has adopted rules to promote the efficient use of numbering
resources, including restrictions on the assignment of telephone numbers to camiers, including wireless caniers. The FCC has delegated to states
the authorlty to assign, administer, and conserve telephone numbers. The FCC lifted its prohibition on area codes designated only for customers
using a specific technology, such as an area code for only those using wireless technology, and now consldars proposals submitted by state

commissions seeking to implement this change on a case-by-case basis. Depending on the rules adopted by the states, the supply of available
numbers could bs adversely restricted. As a result, we:

. may be required to assign subscribers non-local telephone numbers, which may be a disincentive for potential subscribers to use our
wireless service,

. may incur significant costs to either acquire new numbers or reassign subscribars to new numbers, and

. may be unable to enroli new subscribers at projected rates.

Wireline Operations. The FCC and state regulatory commissions may adopt new regulations or take other actions that could adversely affect our
business prospects or results of operations.

FCC licenses associated with BRS spectrum are subject to renewal and revocation. In 1986, the FCC auctioned certaln licenses — thoss licensed
on a BTA geographic basis — for terms of ton years. Those ficenses expire in 2006. The licenses may be rene_wed by the FCC for additional
ten-year terms. The FCC rules require all licensees of auctioned BRS spectrum to meet certaln buildout requirements In order to 'retain thelr
licenses for this spectrum. Although we have met these requirements in a number of our markets, there is no guarantee that our licenses will be
renewed. Failure to comply with FCC requirements In a given market could result in the loss of the BRS license for that part of the service area in
which the buildout requirements ara not met.
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Tha FCC order adopted In December 2004 on unbundled network elements will eliminate the ability of our wireline operations to use the
unbundled elemsnt platform to offer competing local services to small business and resldential customers in areas outside the local division's
franchise territories, and the FCC's pending reexamination of pricing guidelines for unbundiad network elements could limit our future abliity to use
high-capacity loop and transport UNES to offer competing local services to medium and large business customers.

The regulatory uncertainty surrounding VolP and the apparent use of VolP by some long distance carriers as a strategy to minimize access
charges may adversely affect both Local's access revenues and the compstitive position of Long distance to the extent it makes less use of VoIP
than competitors. Adaoption by the FCC of Intercarrier compansation reform could reduce or eliminate other opportunities for access charge

arbitrage, but could also reduce Local's revenuss unless tha plan provides a mechanism to replace those revenues with revenues from other
sources.

Depending upon its outcoma, the FCC's recently instituted proceeding regarding regulation of special access rates could affect Local's charges for
that service in the future.

Failure to complete development, testing and rollout of new technology could affect our abillty to comnpete in the industry and the technology we
use could place us af a competitive disadvantage.

On an ongoing basls, Sprint develops, tests and rolis out various new technologies and support systems Intended to help us compete In the
industry, Successful implementation of technology upgrades depands on the success of contract negotiations and vendors meeting their
obligations In a timely manner. We may not successfully complete the development and rollout of new technology in a timely manner, and any new
technology may not be widely accepted by customers, In sither case, we may not be able to compete effectively in the industry. .
Wa use CDMA 2000 technology as our wireless air interface standard for our wireless PCS opserations because we believe the technology is
superlor to the GSM family of air interface technologies. COMA 2000 has a smaller market share of giobal wireless subscribers compared to GSM.
As a result, we hava a risk of higher costs for handsels and network infrastructure than competitors who use GSM.

Wae have entered into outsourcing agreements related to business operations, Any difficultles exparienced In these amangements could result in
additional expense, loss of customers and revenue, interruption of our services or a delay In the roll-out of new technology.

We have entered Intoc outsourcing agreements for the development and maintenance of certain sofiware systems necassary for the operation of
our business. We have also entered Into agreements with third parties to provide service support to diract wirelesa subscribers. Finally, we have
entered into an agresment whereby a third party will lease or operate a significant number of Sprint's communications towers, and Sprint will
sublease space on these towsrs. As a result, we must rely on third partles to execute our operational priorities and interface with our customers. In
some cases, the policies of the United States, individual states and foreign countries could affect the pravision of these services. If these third
parties are unable to perform to our requirements, we would have to pursue alternative strategies to provide these services and that could resuit in
delays, interruptions, additional expenses and loss of customers, )

Itam 2, Propertias

Sprint's gross property, plant and equipment at year-end 2004 totaled $43.6 billion, distributed among the business segments as follows:

TR, L

Wirsless' properties consist of base transcelver stations, switching equipment and towers, as well as leased and owned general office facilities
and retail stores, Wireless leases space for base station towars and switch sites for its network. At year-end 2004, Wireless had approximately
24,700 cell sites under lease (or opfions to lease).
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In February 2005, Sprint reachad a definltive agreement with Global Signal Inc, (Global Signal) under which Global Signal will hava exclusive
rights to lease or opsrata more than 6,600 communication fowers owned by Sprint for a negotlated lease term which Is the greater of the
remaining terms of the underlying ground leases or up to 32 years, assuming successful ra-negotiation of the underying ground leases at the end
of their current laasq terms. Sprint has commitled fo subleass space on approximately 6,400 of the towers from Global Signal for a minimum of ten
years, Sprint will maintain ownership of the towers, and will continue to reflect the towers on its Consolidated Balance Shest.

Local's propertiss mainly consist of land, buildings, metallic cable and wire facllities, fiber-optic cable facilities; switching equipment and other
elsctronics. Local has been granted easements, rights-of-way and rights—of-occupancy, mainly by municipalities and private landowners. Most
cable facliities are burled, but some metallic and fiber cable is above-ground on telephone poles. In addition to owning its own poles, Local also
contracts with other utilities, mainly electric companies, to connect cable and wire to their owned poles.

Lpng distance’s properties mainly consist of land, buildings, switching equipment, digital fibar-optic network, and other transport facilities. Long
distance has been granted easements, rights-of-way and rights-of~occupancy, mainly by railroads and other private landowners, for its
fiber—optic network, Under various long-term lease and services agreements, MCI provides Sprint access to network facilities that compose

agﬁrgﬁlgataléﬂz% of Sprint's long distance fiber network and a larger percentage of network traffic. These network facilities are also shared or
utilized by .

gﬁﬂn:'s corporate campus Is located in the greater Kansas City metropolitan area. These assats are carried on Sprint's Consolidated Balance
eets.

At December 31, 2004, $796 million of Sprint's debt cutstanding represents first mortgage debt and other capital lease obligations and Is secured
by $15.3 billion of gross property, plant and equipment,

For information about commitments related to operating leases, sea Note 17 of Notes to Consolidated Financial Sta(emenls.

Item 3. Legal Proceedings

In March 2004, eight purported class action lawsuits relafing to the recombination of the tracking stocks were flied against Sprint and its directors
by holders of PCS common stock. Seven of the lawsuits were consolidated in the District Court of Johnson County, Kansas. The eighth, panding
in New York, has been voluntarily stayed. The consolidated [awsult alleges breach of fiduciary duty in connection with allocations betwaen the
FON Group and the PCS Group hefors the recombination of the tracking stocks and breach of fiduciary duty in the recombination, The lawsuit
seeks to rescind the recombination and monetary damages. In February 2005, the court denled defendants’ motion to dismiss the complaint. All
defendants have denied plaintiffs' allegations and intend to vigorously defend this matter.

In 2003, participants in the Sprint Retirement Savings Plan, the Sprint Retirement Savings Plan for Bargaining Unit Employses and the Centel
Retirament Savings Plan for Bargaining Unit Employees filed sult in the U.S, District Court for the District of Kansas against Sprint, the commitiees
that administer the plans, the plan trustes, and various cumrent and former directors and officers. The consolidated lawsuit alleges that defendants
breached thair fiduciary duties to the plans and violated the ERISA statutes by making the company contribution in FON common stock and PCS
common stock and including FON common stock and PCS common stock among the more than thirty investment options offered to plan
participants. The lawsuit seeks to recover any dedling in the value of FON common stock and PCS common stock during the class period. All
defendants have denied plaintiffs’ allegations and intend to vigorously defend this matter.

In September 2004, the U.S. District Court for the District of Kansas dented a motion to dismiss a shareholder lawsuit alleging that Sprint's 2001
and 2002 proxy statements were false and misleading In violation of federal securities laws to the extent they described new employment
agreements with senlor executives without disclosing that, according to the allegations, replacement of those executives was inevitable, Thesa
allegations, made in an amended complaint In a lawsuit originally filed in 2003, are asserted against Sprint and certain current and former officers
and directors. The lawsuit seeks to recover any decline in the value of FON common stock and PCS
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common stock during the class psriod. Following denlal of the dismissal motion, the parties stipulated that the case can procse& as a class action.
All defendants have denled plaintiffs’ allegations and intend to vigorously defend this matter. The allegations in the original complaint, which

asserted clalms agalnst Sprint, certaln current and former officers and directors, and Sprint's former independent auditor, were dismissed by the
court In April 2004,

Woa have been involved In legal procesdings In various states concerning the suspension of the processing or approval of permits for wireless
telecormmunications towers, tha denlal of applications for permits and other issues arising in connection with tower siting. There can be no

assurance that such litigation and similar actions taken by others seeking to block the construction of individual cell sites of our Wireless network
will not, in the aggragate, significantly delay further expansion of our network coverage.

Various other suits, procesadings and claims, including purported class actions, typical for a business enterprisfz, are pending agalnst Sprint.
While it Is not possible to determine the ultimate disposition of each of these proceedings and whether they will be resolved consistent with

Sprint's beliefs, Sprint expects that the outcome of thess proceedings, individually or In the aggregate, will not have a materlal adverse effect on
the financial condition or results of operations of Sprint or lts business segments,

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 of 2004.
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Item 10(b). Executive Officers of the Reglstrant
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(7} Mr. Forsee was elected Chief Executive Officer in March 2003 and Chalrman in May 2003. Befare joining Sprint, he had served ag Vice Chalrman——Domestic Operations
of BallSouth Corparation since January 2002, Chalrman of Cingular Wireless since 2001 and President of BellSouth International since 2000. He had served as Executive
Vice President and Chief Staff Officer of BeiSouth Covporation since 1999,

{2) Mr. Lsuer was slscted Prosident end Chlef l" g Officer In S ber 2003, He also served as President—Sprint PCS from October 2002 until October 2004, He had
served as Prasident—Long Di: {k cellad Globat Markels Group) sincs Septembaer 2000. He had been elected Prasident—Sprint Business In June 2000. Mr.
Laver sarved as President—Consumer Services Group of SprintiUnited Management Company, a subsidiary of Sprint, from 1999 fo 2000.

(3 Mr. Fuller was elected Prasident—Local Telecc fcations Division in 1996.

%} Mr. Janzen was elecled Presiderd—Sprint Business Solutions in Aprii 2004. He had served as Presidsni—{_ong Distance since May 2003, Before Joining Sprint, he served
as Chalrman, President and Chief Executive Officer of Willlams Communications Group, Inc., a high technology company, from 2001 until October 2002 when it emerged
from bankruptcy as WilTel Communications Gmup, Inc. Wililams Communications Group, lnc filed a voluntary psfitfon fnrreo:ganlzaﬂon under Chapter 11 of the United
States Bankruptcy Code in April 2002. He b President and Chief Execuiive Officer of Willlams Communications Group, Inc. in 1985.

(5] Mr. Kelly was elected President-Sprint Consumer Solutions in Octobar 2004. He had served as Senlor Vice Pmsfdent-Consumsr Soluuons Malkeﬂng. since October
2003. Before thet, he served as President—Sprint Business. He had besn alectsd Presidenti—Mass Markets in 2002 and Presldent— } Consumer Organization, in
2001. From 1999 to 2001, he served as President of Tickets.com, an sed ficket v and distribution firm.

(6] Mr. Dellinger was elected Executiva Vice President—Chlef Financis! Officer In June 2002. He had served as Executive Vice President—FInance since April 2002. Before
Joining Sprint, he had served as President and Chlel Executive Officer of GE Frankona Re hased in Munich, Germany with responsibility for the European operations of
Geners! Electric's Employers Reinsurance Corporation, & global relnsurar, from 2000 to 2002, From 2001 lo 2002, he also served as Prasident and Chiaf E: th
Omosr of General Electric’s Emp!oyers Relnsurance Cofporation’s Properdy and G ity Rail Busl in Europe and Asia. From 1997 fo 2000, he served as
tive Vice President and Chief Fi jal Officer of General Electric’s Empl Roit Corporation.

{7} Mr. Garke was elected Executiva Vice President—G. | Counsel and External Affalrs In May 2003, He had served as Vice Presid GMG—8Busir Davelopment in

Long distance since June 2002. From September 2000 to Juna 2002, he served as Vice President—Corporale Secretary and Assotiate General Counsel of Sprint. He
was elecled Vice Presideni—Law, General Business and Tschnology in 1998, Before that he held various other posiiions In Sprint's legal department.

{8)  Mr. Stout was elected Executive Vice President—Chief Information Officer in May 2003. Before joining Sprint, he served as Vice President and Chief Technology and
Information Officer for GE Capftal, a global financlal services company, since 1998,

9) Ms, Walker was slected E; tive Vice Presideni—Network Services in October 2003, She had served as Senior Vice Pmsldanf—NeMark Oporations for Sprint
Communlcations Company L.P., Spﬂnr‘s long distanca subsidiary, since 2002, She had served as a Vice President In the Long di divislon since 1998,

(10} Mr. Balts was elected Senlor Vice Presidant in 1990, He was elected Treasurer in 1998,

(1) Mr. Blessing was slected Senlor Vice President—Strategic Planning and Corporate Developmant in October 2003, He had served as Vice President—Stralegic Flanning

and Business Development—Sprint PCS for Sprint Spsctrum L.P., a Sprint subsldlary, since 2000, He had bsen elected Vice President—Sltralegic Planning—Sprint PCS
for SprintiUnited Menagement Company In 1958.



(12} Mr. Kissinger was elected Senfor Vice President—Human Resources In Apiit 2003, He had served as Vice President—HR Operations for SprintiUnited Management
Company since 1996,

13) Mr. Meyer was elecled Sanlor Vice Presidant—Controlier In 1983

There ara no known family relationships betwean any of the persons named abova or between any of thess persons and any outside directors of
Sprint, Officers are elscted annually.
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Partll

itam 5. Market for Reglstrant's Common Equity and Refated Stockholdar Matters

Common Stack Data

2004 Market Price
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(1) On April 23, 2004, Sprint recombined its two fracking stocks. Each share of PCS common stack automatically converted info 0.5 shares of FON common stock. As of April
;’:.‘3, 2004, the FON Group and the PCS Group no longer exist, and FON common stock repr ts all of the operations and assets of Sprint, including Wireless, Local and
onyg distance.

As of February 28, 2005, Sprint had approximately 62,700 FON common stock, Serles 1 record holders, and thirteen FON common stock, Series
2 record holders. The principal trading market far Sprint's FON common stock, Series 1 is the New York Stock Exchange. The FON common
stock, Series 2 Is not publicly traded. Sprint paid a dividend of $0.125 per share on FON common stack, Series 1 In each of the quarters of 2004
and 2003 and a dividend of $0.125 per share on FON common stock, Series 2 in each of the last three quarters of 2004.

Sale of Unregistered Equity Securities

In December 2004, Sprint issued to certain of its directors and cument and former executive officers an aggregate of 4,439 unraegistered restricted
stock units relating to shares of FON common stock. These restricted stock units were the result of dividend equivalant rights attached to restricted
stock units granted to these directars and officars in 2003. Each restricted stock unit represents the right o one share of FON common stock once

the unit vests. The restricted stock units are scheduled to vest beginning in 2005 and ending In 2007. Delivery of the shares may be delayed under
certain clrcumstances.

Nelther these restricted stack units nor the common stock issuable once the units vest were registered under tha Securities Act of 1933. The

Issuanca of the restrictad stock units was exempt from registration under the Securitles Act in reliance on the exemption pravided by Section 4(2)
of the Securities Act becausa the restricted stock units wara issued in transactions not involving a public offering.
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item B. Selected Financial Data

Consolidated Selected Financlal Data

2004 2
- e miillons, except per shera data)
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Capital expendrtures 3,980 3,797 4,821 8,982 7. 084
Certain prior-year have boen reclassified to conform to the current-year prasentation. These reclaasifications had no effect on the results of operations

or sharsholders’ equity as previously reported.
See footnotes follawing Consolidated Selacted Financial Data,

24



()

3

[

(5)

[C]

In 2004, Sprint recordsd charges reducing Sprint's operating Income by $3.72 billion fo an opersting loss and reducing income from continuln, fo 33 biliio,
A g operations by $2.33 bilion
to an overall loss from continuing opsratlons. The charges relsted prim, 1o restructurings and a long distancs network I

Ryt ; . arily ing: ] impalrment, parfially offset by recoveries of fully

In 2003, Sprint recorded neft charges g Sprint's operating i by $1.94 billion and reducing Incoms from continulng aperations by $1.20 bilfion resulting In an
overall loss from conlinuing operalions. The charges related primarily ta resiructurings, asset Impakments, and executive separation ¢ H
fully reserved MCI (formerly WorldCom) receivables. & i Sqrasments, oftset by rsooverios of

In 2002, Sprint recorded charges reducing Sprint's operaling income by $402 million and reducing Income from continuin rations by $253 million.
primarily fo restructurings, asset impalmoents and expected loss on WorldCom (now MCI) recelvables. 7 b v3 on. Tho charges related

In 2001, Sprint ded charges raducing Sprint's aperaling I by $1.84 bllifon to an upeﬁsﬂngloss and Increasing the foss from continuing operations by $1.1
billion, The charges related primarily to restruciuring and asset impal) e g operations by $1.15

In 2000, Sprint recorded cherges reducing Sprint's operating Income by $425 million and Increasing the loss from continuing operailons by $273 million. The charges
related fo the terminated WorldCom {now MCI) merger and assel Impairments.

Iri 2004, Sprint recorded charges of $72 milllon, net, for premlums pald on the early retirement of dobt and the recognition of deferred debt costs. Thesa charges increased
loss from continuing operations by $44 mitllon,

In 2003, Sprint recorded charges of $36 million, for premiums paid on the early retirement of debt and for the settlement of a securities class action lawsuit relating fo the
falfed merger with WorldCom (now MCI). Additionally, Sprint recorded a §$49 million tax benefit for the recognition of cerfaln income lax cradils and adjustments for stafe
tax apporticnments, In iotal, thesa items reduced loss from continuing operations by $27 million.

In 2002, Sprint recorded charges of $134 millian, related to & write—down of an Investmont due to declining market value offset by gains on the sales of customer conlracts
and Sprint's investmant in Pegaso. Additionally, Sprint recognized & tex banefit related to capital losses not previously racognizable of $292 million. In lotal, these tems
reduced loss from continuing operalions by $143 millon.

In 2001, Sprint recorded chargss of $48 million which increased the loss from cantinuing operations by $81 million. These amounts primarily includsd a write—-down of an
equily investment offset by a curfalliment galn an the modification of certain retirement plan benefits and a gain on Investment activiies.

In 2000, Sprint recorded charges of $68 million, which increased the loss from continuing operations by $74 millfon. The charges related primarily to write-downs of
certain equity Investments, offset by a gain from the sale of subscribers and natwork Infrastructure to @ PGS third party effillate.

Sprint adopled Stak { of Financlal A tir fards No. 142, Goodwil and Other Intangible Assels, on January 1, 2002. Accordingly, amortization of goodwil,

g St
F Ji and t rk d as of that dele because they are Indefinite life intanglblos.

As the effects of including the Incremaental shares associated with opfions, restricted stock unils and employees stock purchase plan shares are antidiutive, both basic
loss per share and diluted loss per share refiect the same calculation for years ended December 31, 2004, 2003, 2001 and 2000.

All per share ts have been restaled, for all perlods befora 2004, to refloct the bination of the FON sfock and PCS common stock as of the earfiast
period presented at an identical conversion ratio (0.50). The conversian ralio was also applied to dilutive FCS securities (malnly stock opllons, employess stock purchase
plan shares, convertible preferred sfock, and restricted stock unifs) to determine diluted weighted average shares on a consolidated basis.

Bafore the recombination of Sprint's two tracking stocks, sharas of PCS common stock did not recelve dividends. For each of the five years ended Decembor 31, shares
of FON common stock (before the conversion of shares of PCS common slock) received dividends of $0.50 per share. In the 2004 first quarter, shares of FON common
stock (bafore the conversion of shares of PGS common stock) recelved a dividend of $0.125 per share. In the second, third and fourth quarters of 2004, shares of FON
common stock, which Included shares resulling from the conversion of shares of PGS common sfock, fved quarterly dividends of $0.125 per shara.
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item 7. Management's Discussion and Analysis of Financlal Condition and Results of Operations

Forward—-looking Information

Sprint includes certain estimates, projections and other forward-looking statements in its reports and In other publicly available matarial.

Statements regarding expectations, Inciuding performance assumptlons and estimates relating to capital requirements, as well as other
statemants that are not historical facts, are forward-looking statements.

These staternents reflact management'’s judgements based on currently available information and involve a number of risks and uncertainties that
could cause actual results to differ materially from those in the forward-tooking statements. With respect to these forward-looking statements,

management has made assumptions regarding, among other things, customer and network usage, customer growth and retention, pricing,
operating costs and tha economic environment.

Future performance cannot be ensured. Actual results may differ materially from those in the forward-—lookmg statements, Some factors that could
causa actual resuits fo differ include:

the uncertainties related to, and the impact of, our proposed merger with Nexte! and the contemplated spin—off of our Jocal
telecommunications business;

. the aeffects of vigorous competition and the overall demand for Sprint's service offerings in the markets in which Sprint operates;
. the costs and business risks associated with providing new services and entering new markets;

. adverse change In the ratings afforded our debt securities by ratings agencies;

. the ability of Wireless to continue fo grow and improve profitability;

. ' the ability of Local and Long distance to achieve expected revenues;

. the effacts of margers and consolidations in the telecommunications industry and unexpected announcements or developments from
others In the telecommunications industry;

. the uncertainties related to bankruptcies affecting the telecommunications industry;
. the uncertainties related to Sprint's investments in networks, systems, and other businesses;

. the uncertainties related to the implementation of Sprint's business strategies, including our Initiative fo reallgn services to enhancs the
focus on business and individual consumers;

. the Impact of new, emerging and competing technologies on Sprint's business;
» unexpacted results of litigation filed against Sprint;

. the risk of equipment failure, natural disasters, terrorist acts, or other breaches of network or information technology security;



the risk that third parties are unable to perform to our requirements under agreements related to our business operations;

the possibility of one or more of the markets in which Sprint compestes belng Impacted by changes in political or other factors such as
monetary policy, legal and regulatory changes or other external factors over which Sprint has no control; an

other risks referenced from time to time in Sprint's filings with the Securities and Exchange Commission (SEC).

The words "estimate,” “project,” “forecast,” “Intend,” “expect,” “believa,” “target,” “providing guldance,” and similar expressions are intended to
identify forward-looking statements. Forward-looking statements are found throughout Management's Discusslon and Analysls. The reader
should not ptace undue rellance on forward-locking statements, which speak only as of the date of this report, Sprint is not obligated fo publicly

ralease any revisions to forward-looking statements to reflect events after the date of this report or unforeseen events. Sprint provides a detailed
discusslon of risk factors in various SEC filings, and you are encouraged to raview these filings.
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Overview

Business

Sprint Is a global communications company offering an extensive range of innovative communlcation products and solutions, induding wireless,
long distance voice and data transport, global Intemst Protocol (IP), lacal and multiproduct bundies. Sprint is a Fortune 100 company widely
recognized for developing, engineering and deploying state—of-the—art technologies.

Sprint operates a 100% digital persanal communications service (PCS) wireless network with licenses to provide service to the entire United
States population, including Puerto Rico and the U.S. Virgin Islands, using a single frequency band and a single technology. Sprint, together with
third party affiliates, operates PCS wireless systems in over 350 metropolitan markets, Including the 100 Jargest U.S. metropolitan areas, Sprint's
wireless servics, including third party affiliates, reaches a quarter billion people. Combinad with our wholesale partners and Sprint PCS Affiliates,
wa served a total of 24,7 million wireless subscribers at the end of 2004. Sprint curently serves approximately 7.7 million access lines in its
franchise tervitories in 18 states. Sprint is selfing into the cable telephony market through arrangements with cable companies that resell Sprint
long distance service and/or use Sprint back office systems and network assets in support of their local telephone service provided over cable

facilitlas, Sprintis one of the largest carrlers of Internaet traffic, and provides connectivity to any point on the Internet either through its own network
or via direct connections with other backbone providers.

In 2003, Sprint sold its directory publishing business to R.H. Donnelley for $2.23 billion in cash.
Ellmination of Tracking Stocks

On April 23, 2004, Sprint recombined its two tracking stocks. Each share of PCS common stock automatically converted into 0.5 shares of FON

common stock. As of April 23, 2004, the FON Group and the PCS Group no longer exist, and FON common stock represents all of the operations
and assets of Sprint, including Wireless, Local and Long distance.

Proposed Merger and Contemplated Spin—off

In December 2004, the boards of directors of Sprint Corporation and Nextel Communications, Inc. (Nexte!) each unanimously approved a strategic
merger combining Sprint and Nextat in what we intend to be a “merger of equals.” When the proposed merger Is completed, Sprint will change its
name to Sprint Nextel Corporation and the Sprint Nextel common stock will be quoted on the New York Stock Exchange. Existing shares of Sprint
common stock will remaln cutstanding as Sprint Nextel common stock, as Sprint is the acquiring enfity for legal and accounting purposes. Under
the terms of the merger agreement, at closing each share of Nextel class A common stock and Nextel class B common stock will be converted
into shares of Sprint Nexte! common stack and Sprint Nextal non-voting common stock, respectively, as well as a small per share amount of cash,
with a total value expected to equal 1.3 shares of Sprint Nextel common stack. Nextel zero~coupon, convertible, redeemable preferred stock will
be converted Into Sprint Nextel zero-coupon, convertible, redeemable preferred stock.

The proposed merger Is subject to shareholder appraval, as well as various regulatory approvals. it is subjsct to other customary closing
conditions and is expected to be completed in the second half of 2005.

Sprint and Nextel intend to spin-off Sprint's local telecommunications business after the proposed merger is completed. In order to facilitate the
spin-off on a tax~fres basls, the exact allocation of cash and shares of Sprint Nextel common stack that Nextel common stockholders will recaive

in the proposed merger will be adjusted at the time the merger is completed. The aggregate cash portion of the merger consideration Is capped at
$2.8 billion.

Statements contalned in this annual report refating to our business strategles, operating plans, planned expenditures, expected capital
requirements, future dividend payments and other forward-looking statemants regarding our business do not take into account potentlal future
impacts of our proposed merger with Nextel or the contemplated spin—off of our local telecommunications business.
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Business Environment

Sprint’s operations ara divided Into threa lines of business: Wireless, Local and Long distance cperatlons. In the 2003 fourth quarter, Sprint
undertook an initiative to realign intemal resources (Organizational Realignment). This effort was Implementad to enhance our focus on the needs
and preferences of two distinct consumer types— businesses and individuals, This effort Is enabling Sprint to more effectively and efficiently uge
its portfolio of assets to create customer—focused communlcations solutions. Sprint continues to measure its résuits using the current business
segmentation, taking into conslderation the re-aligned customer-focused approach in 2004.

The Organizational Realignment resulted in and could continue to result in dacisions requiring restructuring chargss and asset impalrments. See
Note 7 of Notes to Consolidated Financial Statements for mora information relating to these activities.

Sprint operates in an Industry that has baen and continues to be subject to consolidation and dynamic change. Therefore, Sprint routinely
reassesses its business strategles. Due to changes In telecommunications, including bankruptcles, over-capacity and the highly competitive
pricing environment in all telecommunications sectors, Sprint has taken actions to appropriately aliocate capital and other resources to enable

sustaining cash contribution, Sprint routinely assesses the Implications of these actions on its operations and these assessments may continue to
impact the future valuation of its long-lived assets.

As part of its overall business strategy, Sprint regularly evaluates opportunities to expand and complement its business and may at any time be

discussing or negotiating a transaction that, if consummated, could have a material effect on its business, financial condition, liquidity or results of
operations.

in February 2005, Sprint reached a definitive agresment with Global Signal Inc. (Global Signal) under which Global Signal will have exclusive
rights to lease or operate more than 6,600 communication towers owned by Sprint for a negotiated lease term which is the greater of the
remaining terms of the underlying ground leases or up to 32 years, assuming successful re-negotiation of the underlying ground leases at the end
of their current lease terms. Sprint has committed to sublease space on approximately 8,400 of the towers from Global Signal for a minimum of ten
years, Sprint will maintain ownership of the towers, and will continue to reflect the towers on its Consclidated Balance Sheet.

Restlts of Operations

Management Overview

In 2004, Sprint executed against its plan and created positive momentum moving into 2005, a period of continuing dynamic change in the
telecommunlcations industry. Highlights of the key successes and themes which shaped the year include:

0 At the beginning of the year, wa re~organized our marketing, sales and support teams to focus on the specific needs of two types of
consumsrs—businesses and individuals.

. We recombined our fracking stocks in the 2004 second quarter. This aligned our caplta! structure with our integrated asset portfolio and
reflects our transition from a product focused organization to a structure driven by customer nesds.

. Wa increased revenues 5% compared to 2003, primarily through growth in Wireless revenues and steady performance in Local offset by
a dedline in Long distance. By year-end 2004, approximately 65 percent of our revenuie came from wireless, intemet and other data
services, such as DSL. This underscores the importance of our balanced mix of assets. Even as Long distance and Local continued to

feel the prassure from tachnology substitution, usage trends and competition, our resulls in growth sectors like wireless data and DSL.
halped offset the impacts to our bottom line.

. We improved the customer experience. In Wireless, we instituted “Sprint PCS Falr & Flexible M pricing and the Better Wireless
Guarantss. Subscribers are enjoying more of our advanced features and optlons, as was shown in tha growth of data. in Local, we have

been very successful with our bundled offerings, and by year—end, 70 percent of households subscribed fo at least one strategic
product.

. We exceeded our debt reduction targets for 2004, Wae reduced dabt by $2.0 blllion and ended the year with more than $2.1 biltion of .
additional cash and cash equivalents.
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. {? Decamber, we announced our proposed "merger of equals™ with Nextel and contemptated spin-off of the local tslecommunications
usiness. :

During the year, we faced challenges as well. In those situations, we made difficult decisions and took action to sustain momentum,

\lIJVeusgeé\tta ?lgniﬂcant resources restoring servica and normalcy to those areas iImpacted by the hurricanes in the Southeast region of the
nite es,

Industry-wide business conditions in the long distanca industry, including highly-compatitive market pricing and a negative regulatory
climate, triggered a re-evaluation of our strategy and financial forecasts, and detenmined that a write-down of the Long distance
network of $3.52 billion was required. We recorded that impainment in value in the 2004 third quarter.

Tha phrase we believe describes Sprint in 2004 Is “focused execution.”
Consolidated
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Not operating revenues increased 4.7% in 2004 reflacting growth in Wireless revenues parfially offset by declining Long distance and Local
revenues.

Sprint's Income (loss) from continuing cperations In 2004, 2003 and 2002 includes the after~tax impacts of the ltems discussed below.

In 2004, Sprint recorded net restructuring and asset impairment charges of $2.3 billion related to the impairment of Sprint's Long distance
property, plant and equipment and severance costs associated with Sprint's Organizational Realignment and Web Hosting wind-down activities.
Also included in 2004 was a $44 million charge related to the early retirement of senior notes and equity unit notes. These charges consist of
premiums paid and the recognition of deferred debt costs, These charges were partially offset by a benefit of $9 million resulting from the receipt
of the final payments of a bankruptcy settlement with MCI.

In 2003, Sprint recorded net restructuring charges and asset impairments of $1.2 billion. These charges were associated with the write—down due
to the decline in fair valus of Multipolnt Multichannel Distribution Services spectrum, now called Broadband Radio Services (BRS), other asset
impairment charges, facifities and severance charges assoclated with the tarmination of the web hosting business, impairment charges associated
with the termination of development of a new billing platform, impairment charges associated with the termination of software development
projects, and severance costs associated with Sprint's transformation fo a customer-focused organizational design, offset by the finalization of all
2001 and 2002 restructuring Habllities. Also included in 2003 was a $22 million charge in connection with separation agreements with three former
executive officars, a $13 million charge mainly refiecting the premiums paid on a debt tender offer and the early retirement of Local debt, and a $9
million charge to settle a securitles class aclion and derivative lawsuit relating to the failed merger with WorldCom (now MCI). These charges were
partially offset by a $49 milllon tax benefit for recognition of certaln income tax credits refafing to various taxing jurisdictions and adjustments for
state tax apportionments and a $31 million settlement of accounts receivable claims with MCI that had previously been fully reserved.

In 2002, Sprint recorded restructuring charges and asset impairments of $154 million representing consolidations in Sprint's Network, Information
Technology, and Billing and Accounts Receivable organizations, impairment of a network asset, abandoned network project costs and additional
steps to reduce overall operating costs. Also included in 2002 were the expected loss on receivables dus to the bankruptcy declaration of
WordCom (now MCI) of $23 million, a net restructuring and asset impairment charge of $76 million, a gain on the sale of Wireless' investment In
Pegaso Telecomunicaciones, S.A. de C.V. (Pegaso) of $67 million, a galn from the sale of customer contracts of $25 million, the writa—down of an
investment due to declining market value of $241 million, and a tax benefit refated to capital losses not previously recognizable of $292 million.
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Critical Accounting Policles

The fundamental objective of financlal reparting is to provide useful information that allows a reader to comprehend the business activities of
Sprint. To ald in that understanding, management has identified Sprint's “critical accounting policles*. These policies ara considared “criticat®
becauss they have the potential to have a matarial impact on Sprint's financial statements, and becauss they require judgements and esfimation
due to the uncertainty Involved In measuring, at a specific point in time, events which are continuous in naturs.

Long-lived Asset Recovery—A significant portion of Sprint's total assets are long-lived assets, consisting primarily of property, plant and
equipment (‘PP&E") and definite life Intangibles, as well as goodwill and indefinite life intangibles, Changes in technolegy or In Sprint's

intended use of these assats, as well as changes In broad economic or industry factors, may cause the estimated period of usa or tha valua of
these assets to change.

Depreciable Lives of Assets

Sprint performs annual internal studies to confirm the appropriateness of depreciable lives for each category of PP&E. These studies utilize
models, which take into account actual usage, physical wear and tear, replacement history, and assumptions about technology evolution, and
use In certain instancas actuarially-determined probabilities to calculate remaining fife of our asset base.

Sprint believes that the accounting estimate related to the establishment of asset depreciable lives Is a “critical accounting estimate” because:
{1) it requires Sprint management to make assumptions about technology evolution and competitive uses of assets, and (2) the Impact of
changes in these assumptions could be materdal to our financial position, as well as our results of operations. Management's assumptions
about technology and its future development require significant judgement because the timing and impacts of technology advancss ara difficult
to predict, and actual experience has varied from previous assumptions and could continue to do so.

If Sprint's studies had resulted in a depreciabla rate that was 5% higher or lower than those used in the preparation of Sprint’s consolidated
financial statements, recorded depreciation expense would have been impacted by approximately $249 milllon,

Properly, Plant and Equipment and Definite Life Infangibles Impairment

PP&E and definite life intangibles are evaluated for Impairment whenever indlcators of impairment exist. Accounting standards require that if
an impairment indicator is present, Sprint must assass whether the carrying amount of the asset is unrecoverable by estimating the sum of the
future cash flows expacted to result from the asset, undiscounted and without interast charges. If the camrying amount Is mora than the
recoverable amount, an impairment charge must be recognized, based on the falr value of the asset.

Sprint believes that the accounting estimata related to asset impaimment is a “critical accounting astimate” because: (1) it requires Sprint
management to make assumptions about future revenues and costs of sales over the life of the asset, (2) judgemsnt is involved in determining
the occurrence of a “triggering event,” and (3) the impact that recognizing an impairment would have on our financial position, as wek as our
results of operations, could be material, Management's assumptions about future revenues require significant judgement because actual
revenues have fluctuated in the past and may continue fo do so.

In estimating future revenues, we use our internal business foracasts. We develop our forecasts based on recent revenue data for existing
products and services, planned timing of new products and services, and other industry and economic factors.

When indicators are present, Sprint tests for impairment. This resulted {n total PP&E impairments of $3.54 blllion, $652 million, and $198
million in 2004, 2003, and 2002, respectively. In 2004, Sprint recorded $3.52 billlon related to an impairment of the Long distance network
assets and $21 million related to the write—down of the wholesale Dial IP assets prior to the sale of that business in October, 2004, These
impairments represent 54% of Long distance’s net PP&E and 13% of the consolidated net PR&E at December 31, 2003. In 2003, Sprint
recorded $303 million associated with the termination of its Web Hosting business and $349 milfion associated with the terminated
development of a new billing platfonm and a software development projsct. These impairments represent two percent of the December 31,
2002 consolldatad net PP&E. In 2002, Sprint recorded $156 million for network asset Impalmments and $42 million for abandoned network
projects. These impalmaents represent less than ona percent of the December 31, 2001 consolidated net PP&E.
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Goodwlll and Indefinite Life Intangibles

Goodwill and indefinite life intangibles are reviewed at least annually for impairment, or more frequently if indicators of impairment exist.
Goodwill is tested by comparing net book value of the reporting unit (identified as Sprint's operating sagments) to falr valus of the reporting
unit. Indefinite life intangibles are tasted by comparing book value to estimated fair value of the assat,

Sprint believes that the accounting estimate related to goodwill and indefinite life intangibles Is a “criical accounting estimate™ because (1) it
requires Sprint management to make assumptions about fair values, (2) jJudgement is involved in determining the occurrence of a “triggering
event,” and (3) the impact of recognizing an impairment could bae material to our financial position, as well as our results of opsrations.
Management’s assumptions about fair values require significant judgement because broad economic factors, Industry factors and technology
conslderations can result in varlable and volatile fair values. :

Management completed impairment analyses on both goodwill and indefinite life Intanglbles in the 2004 fourth quarter. These tests were
performed intemally. As of December 31, 2004, no Impairments existed.

In the 2003 third quarter, Sprint declded to end pursult of a residential fixed wireless strategy using Its BRS spectrum, This decision required
an Impairment analysls of the asset. A decline in the fair value of BRS drove Long distance to record a pre-tax, non~-cash charge of $1.2
billlon, which reduced the carrying value to $300 million. Sprint continues to focus its efforts on a broad range of alternative strategles. Sprintls

continuing to invest in the spectrum, is monitoring technology and industry developments, and is invalved In efforts to achleve favorable
regulatory rulings with respect to this spectrum. :

Employee Benafit Plan Assumptions—Retirement benefits are a significant cost of doing business for Sprint and yet represent obligations
that will be settled far in the future. Retirement benefit accounting Is Intended to reflect the recognition of the future benefit costs over the
employee's expected tenure with Sprint based on the terms of the plans and the investment and funding decisions made by Sprint. The
accounting requires that management make assumpfions regarding such variables as the return on assets, the discount rate and future health

care costs. Changes in these key assumptions can have a significant impact on the projected bansfit obligation and periodic bensfit cost
incurred by Sprint.

Sprint believes that the accounting estimate related to retirement benefit accounting is a “critical accounting estimate” because: (1) it requiras
Sprint management to make assumptions about discount rates, future health care costs, and futurs return on assets funding the obligation;

and (2) the Impact that changes in actual parformance versus these estimates would havs on the projected banefit obligation reported on our
balance sheet and the benefit cost could be material.

In determining pension obligations, assumptions are required conceming market performance. Market performance has fluctuated in the
recent past and could have continued valatility in the future. In selecting its assumptions, Sprint uses historical experience, as well as objective
Indices, as benchmarks, and tests the benchmarks against historical industry data on these assumptions provided by an independent actuary.
An increase in the discount rate would reduce the reported projected benefit obligation. In contrast, if the discount rate in 2004 used in
determining the projected benefit obligation was 25 basis points lower, it would generate a $176 million Increase in the projected benefit
obligation reported on the balance sheet, and a $39 million increase in the benefit costs. Similarly, if the expected retum on assats assumption

was 25 basis points lawer, it would generate a $9 miflion increase in current year benefit costs. This assumption is not used in calculation of
the penston projected benefit obligation.

in determining post-retirement medical and life insurance benefit obligations, assumptions are made conceming the cost of health care. A
one-percentage point increase in the assumed medical inflation rate would generate an $84 million increase in the accumulated
postretirement bensfit obligation repartad on the balance sheet, and a $5 million Increase in benefit costs. An increase in the discount rate
would reduce the reported accumulated postretirement benefit obligation. In contrast, if the discount rate In 2004 used in dstarmining the
accumulated postretirement benefit obligation was 25 basis points lower, it would generate a $13 million chmasa in the reported year-end
2004 obligation and an Immaterial impact on benefit costs.

Tax Valuation Allowances—Sprint Is required to estimate the amount of tax payable or refundabls for the current year and the deferred
income tax liabilities and assets for the future tax consequences of events that have been reflscted in its financial statements or tax retums for
each taxing jurisdiction in which it operates. This process requires Sprint's management to make assessments regarding the timing and
probabliity of the ultimate tax impact, Sprint records valuation allowances on deferred tax assets to reflect the expected realizable future tax
benefits, Actual income taxes could vary from these estimates due to future changes in income tax law, the proposed spin—off of Local,

sgnificant changes in the jurisdictions in which Sprint operates, Sprint's inability to generate sufficient future taxable income or unpredicted
results from the final
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determination of each year’s liability by taxing authoritles. These changes can have a significant impact on the financial position of Sprint.

Sprint believes that the accounting estimale related to establishing tax valuation allowances is a “critical accounting estimate” because: (1) it
requires Sprint management o make assassments about the timing of future events, including the probabllity of expected future taxable
Income and avallable tax planning opportuniies, and (2) the impact changes In actual parforman us these aestimates could have on the

realization of tax benefit as reported In our results of operations could be material. Menagement's assumptions require significant judgemant
because actual performance has fluctuated in the past and may continue to do so.

Sprint currently canles an Income tax valuation allowance of $670 million on its books. This amount includes a valuatian allowance for thes total
tax benefits related to net operating loss camyforwards, subject to utilization restrictions, acquired in connaction with certain acquisitions. The
remalinder of the valuation allowance relates primarily to state net operating loss and tax credit canryforwards, Assumption changes which

result in a reduction of expected benefits from realization of state net operating loss and tax credit carryforwards by 10% would increase our
valuation allowance by $36 miilion.

Revenue Recognitlon Policles—Sprint recognizes operating revenues as services are rendered or as products are delivered to customers
in accordance with SEC Staff Accounting Bulletin No. 104, Revenue Recognitlon. In connection with recording revenue, estimates and
assumptions ara required In determining the expected conversion of the revenue streams to cash collected. The revenue astimation procass
requires management to make assumptions based on historical results, future expectations, the economic and competitive environment,
changes in the credit worthiness of our customers, and other relevant factors, Changes in these key assumptions can havae a significant
impact on the projsction of cash collected and the periodic revenue stream recognized by Sprint.

Sprint belleves that the accounting estimates related to the establishmant of revenus and receivable reserves and the associated provisions in
the results of operations Is a “critical accounting estimate” because: (1) it requires Sprint management to make assumptions about future
billing adjustments for disputas with customers, unauthorized usage, future returns on asset sales and future access adjustments for disputes
with competitive local exchange carriers and inter-exchange cartiers, as well as the future economic viablilty of our customer base; and (2) the
impact of changes in actual performance versus these estimates would have on the accounts recejvabla reported on our balance sheet and
the results reported in our statements of operations could be material, In selecting these assumptions, Sprint usaes historical tranding of

write-offs, industry norms, regulatory decisions and recognition of current market indicators about general sconomic conditions which might
impact the collectibllity of accounts.

If the 2004 revenue reserve estimates were to be increased by 100 basls points (bps), it would represent a reduction of net operating
revenues of approximately $11 milllon for Wireless, less than $1 milllon for Local and approximately $10 million for Long distance, If the 2004
accounts receivable reserve estimates were to be Increased by 100 bps, it would represant an increass in bad debt expense of approximately
$15 million for Wireless, $4 million for Local and $10 million for Long distance,

Management believes the raserve estimate selected, in each instance, represents its best estimate of future outcomes, but the actual
outcomes could differ from the estimate selected.

Segmental Results of Operations

Wireless

Wireless operates a 100% digital PCS wireless netwark with licenses to provide service to the entire United States population, including Puerto
Rico and the U.S. Virgin Islands, using a single frequency band and a single technology. Wirsless, togsther with third party affiliates, operates
PCS systems in over 350 metropolitan matkets, including the 100 largest U.S. metropolitan areas, and reaches a quarter billlon people. Combined
with our wholesals partners and Sprint PCS Affiliates, Wireless served 24.7 miilion subscribers at the end of 2004, Wireless provides nationwide
service through a combination of:

. operating its own digital network in major U.S. metropolitan areas using code division multiple access (CDMA), which is a digital
spread~spectrum wirelass tschnology that afiows a large number of users to
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access a single frequancy band by assigning a code to all voice and data bits, sending a scrambled transmission of tha encoded bits
over the air and reassembling the voice and data into its original format,

affiliating under commercial amrangements with athér companies that use CDOMA, mainly In and around smaller U.S, metropolitan areas,
roaming on other providers' analog cellular networks using multi~mode and multi-band handsets, and

. roaming on other providers' digital networks that use COMA,

Wireless subscribers can use their phones through roaming agreements In countries other than the United States, including areas of:

. Asia Pacliflc, including China, Guam, Hong Kong, Taiwan, Thailand and New Zealand,

. Canada and Mexico,

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

. Most major Caribbean islands,

Sprint's third generation (3G) capability allows more efficlent utilization of tha network when voica calls are made using 3G-enabled handsets. It
also provides snhanced data services. The service, marketed as “Sprint PCS Vislon>¥," allows consumer and business customers to use thelr
Vision-enabled PCS devices to exchange instant messages, exchange parsonal and corporate e-mall, send and recslve pictures, play games

with full-color graphics and polyphonic sounds and browse the [nternet wirelessly with speeds up to 144 kbps (with average speeds of 50 to 70
kbps). v

Sprint is continuing to execute its plans for faster wireless data speeds by deploying Evolution Data Optimized (EV-DO) technology across the
Sprint Nationwide PCS Network. With average users speed of 300~500 kilobits per second and peak rates of up to 2.4 megabits per second for
downloads, EV-DO will provide mobile-device data speeds up ta 10 times faster than on our current network. In addition, this technology is
expectad to deliver superior application and service performance on EV-DO-capable handsets and laplops equipped with EV-DO-enabled Sprint
PCS Connaction Cards” . Sprint Is targeting the first commercial roll-out of EV-DO in the 2005 second quarter and subsaquent roll-outs
throughout 2006. Additional traffic volumes related to EV-DO may require future capital expenditures.

Wireless supplements its own network through commerclal affillation arangements with other companies that use CDMA. Under these
arrangements, these companles offer wiraless services under Sprint's brand an CDMA networks bullt and operated at their own expense. We call
these companies Sprint PCS Affiliates. Generally, the Sprint PCS Affiliates use spectrum owned and controlled by Sprint.

Sprint has amended its existing agreements with a majority of the Sprint PCS Afifiliates lo provide for a simplified pricing mechanism, as well as
refining and changing various business processes. The amended agreements cover approximately 80% of the subscribers served by all Sprint
PCS Affiliates, The agreements provide simplified and predictable long~term pricing for fees charged to the Sprint PCS Affiliates for inter-area
service. in addition, the agreements settled all significant outstanding disputes with these affiliates.

Ons Sprint PCS Affiliate, which has not agreed to amend its existing agreement with us, has filed suit against us. This same affiliate and some
other Sprint PCS Affillates are disputing and rafusing to pay amounts owed to Sprint. Reserves have been established that are expected to
provide for the ulimate resolution of these disputes. Wireless may Incur additional expenses to ensure that service is avallable to its subscribers in
the areas served by the Sprint PCS Afflliates. If any of the Sprint PCS Affillates cease operations, Wireless may incur roaming charges in areas

where service was previously provided by the Sprint PCS Affillates and costs to meet FCC buildout and renewal requirements, as well as
experience lower revenues.

Sprint is subject to exalusivity provisions and other restrictions under its arrangements with the Sprint PCS Afflliates. Onca the proposed merger is
completed, continued compliance with those restrictions may limit the ability to fully integrate the operations of Sprint and Nextel in areas managed
by the Sprint PCS Affiliates, and Sprint or Sprint Nextel could incur significant costs to resolve issues related to the proposed merger under these

arrangements. We are currently working with Sprint PCS Affiliates to modify our arrangements with them such that the proposed merger of Sprint
and Nextel will be mutually beneflcial,
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Wireless also provides wireless sarvicas to companies that resell wireless services to th
the Sprint Natlonwlde PCS Nelwork. These companies bear the costs of acquisition,

LLC, a joint venture between Sprint and the Virgin Group, launched services targsting youth and pre—pay segments. Sprint also has a multi-~ye:
exclusive wholesale agresment with Qwest Communications (Qwest) whereby Qwest wireless subscribers use Sprint's? national PCS nelwori‘(’ a?ll;:'i

have access to Spl.'lng PCS Vision data services. Qwest began adding new subscribers under this agreemant in the 2004 first quarter. In the 2004
sacond quarter, existing Qwest subscribers began transitioning to Sprint's Nationwide PCS Network and this transition is expacted to be
substantively complete by the 2005 first quarter. .

slr customers an a retail basis under thelr own brand using
billing and customer service. In 2002, Virgin Moblle USA,

The wireless industry typically generates a higher number of subscriber additions and handset sales in the fourth quarter of each year compared

to th_e other quarters. This Is due to the use of retall distribution, which Is Impacted by the holiday shopping seascn; the timing of new products and
service introductions; and aggressive marketing and sales promotions.
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In 2004, Wireless reported a 15% Increase In net operating revenues, a $918 million improvement in operating income, and a 12% increase in
direct subscribers.

In 2005, Sprint expects to continue to grow its wireless subscribar base by enhancing the subseriber experience through simplified offerings,
improved accessibility, enhanced network clarity, and quality subscriber care. Compatitive pressura on price Is expected to continue, butis

expected to be partially offset by increased revenues from services that subscribers can elect to add to their base plan, Including Sprint PCS
Vislon services.

Sprint is a lsader In wireless data, with more than 40% of the direct Wireless base subscribing to data services. We continue to evaluate next
generation wireless high speed data network options to ensure we maintain a leadership position, as well as to support our integration strategles.

Net Opsrating Revenues '
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Wireless had 1.9 mitlion direct net subscriber additions in 2004 including 91,000 subscribers acquired from a Sprint PCS Affiliate. Wireless ended
the year with 17.8 million direct subscribers. Wholesale pariners added 2.1 million subscribers in 2004, increasing their subscriber base to 3.7
mitlion frorn 1.6 million in 2003, principally driven by Virgin Mobile USA and Qwest. The Spiint PGS Affiliates added 374,000 subscribers in 2004
ending the period with 3.2 million subscribers, This brings the total number of subscribers served on the Wiraless and Sprint PCS Affillata
networks, Including direct, Sprint PCS Affiliates and wholesale subscribers, to 24.7 million at 2004 year-end.
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The total number of subscribers at year~end 2004 reflacts an approximate 80 thousand reduction from the previously disclosed number. This was
due to a 67 thousand overstatement of direct subscribers and a 23 thousand overstatement of Sprint PCS Affillate subscribers. Subscriber counts
reflect aclivated wireless handsets and other devices, excluding those activated for demonstration or testing purposes. As a result of internal
analysis, Sprint recently concluded that previously-reported subscriber counts had inadvertently included a limited number of davices used for
demonstration or testing purposes, and that this error had occurred over several years, Additional process controls have besn established to

pravent reoccurrence of this situation and, because the amount of the emor Is not material to any previously-disclosed information, this error has
been corrected by adjusting the number of year~end 2004 subscribers.

Wireless had 1.1 million direct net additions In 2003. Wholesale pariners added 1.2 million subscribers In 2003, which increased their subscribsr
base o 1.6 million from 415,000 at the end of 2002, principally driven by Virgin Mobile USA. The Sprint PCS Afiillates added 297,000 subscribers
in 2003 ending the period with 2.9 million subscribers, bringing the total number of subscribars served on the Wireless and Sprint PCS Affiliats
networks, including direct, affiliate and wholesale subscribers, to 20,4 million at the end of 2003.

Subscriber chum, which Is calculated on our direct subscriber bass, is computed by dividing the direct subscribers who discontinued PCS service
by the weighted averaga direct subscribers for the perlod. This is an operational measure which is used by most wireless companies as a method
of estimating the life of the direct subscriber. Analysts and investors primarily use chum to compare relative value across the wireless industry.

In 2004, the subscriber chum rate decreased to 2.6% from 2.7% in 2003. The slight decrease in 2004 was primarily due to improved involuntary
chum resulting from improved subscriber payments and collection activity, Subscriber chum rate decreased from 3.3% to 2.7% in 2003. The 2003
Improvement was primarlly due to a reduction in the involuntary chum rate as Wireless benefited from credit management policles initiated in the

2002 fourth quarter, This improvement was partially offset by a slight increase in voluntary chum dua in part to the institution of WLNP In the fourth
quarter of 2003, )

Average monthly service revenue per user (ARPU), calculated on our direct subscriber base, Is computed by dividing direct wireless service
revenues by weighted average monthly direct wireless subscribers to measure revanue on a per user basls. This is a measure which uses GAAP
as the basis for the calculation. ARPU, which is used by most wireless companies, is a method of valuing recurring subscriber revenue and is
used by analysts and investors to compare relative value across the wireless indusry.

Net operating revenuses include direct wireless service revenues from the direct subscriber base, revanues from sales of handsets and accessory
equipment, and revenues from our wholesale partners and Sprint PCS Affiliates. Service revenues consist of monthly recurring charges, usage
charges, and miscellaneous fees such as directory assistance, operator-assisted calling, handset Insurance and late payment charges. in 2004,
Sprint saw increased pricing pressures and lower overage charges from usage-based plans, which were more than offset by an increase in the
number of subscribers, increased revenues from data services and subscriber elections to add services to their base plans, Average monthly
usagse in 2004 was 18 hours compared to 13 hours in 2003. At the end of 2004, 43% of the direct Wireless base was subscribing to data servicas
compared to 35% at the end of 2003,

Service revenues increased 12% In 2004 mainly reflecting an Increasa in the number of direct subscribers, increased revenue from data services
and subscriber elections to add services to thelr base plans. These increases were partlally offset by lower overage charges from usage-based
plans. Sarvica revenues increased 5% in 2003 mainly reflecting an Increass in the number of subscribers, increased revenues from data services
and increased fees. Thesa increases were partially offset by lower overage charges from higher usage service plans.

Revenues from sales of handsets and accassories, including new subscribers and upgrades, were approximately 10.3% of net operating revenues
in 2004, 9.0% in 2003, and 10.0% in 2002. The 2004 increase was mainly due to higher subscriber additions and higher retail prices, which ware
partially offset by higher rebates. The 2003 declines were mainly due to higher rebates and lower gross additions. As part of the Wireless
marketing plans, handsets, net of rebates, are usually sold at prices below cost. )

Wholesale, affiliate and other service revenuss consist primarily of net revenues retained from Wireless subscribers residing in Sprint PCS Affillate
teriitories, and revenues from the sale of our wireless services by companies that resell those services to thelir subscribers on a retall basls. These
revenues rapressnted 4.2% of net aperating revenues in 2004, 2.6% in 2003, and 1.8% in 2002. Tha 2004 and 2003 Increases malnly refiect the
net additions from the wholesale and Sprint PCS Affillate bases.
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Cost of Services and Products

Costs of services and products mainly Include handset and accessory costs, switch and cell site expenses, custorner sarvice costs and other
natwark-related costs. These costs increased 15% in 2004 and 6% In 2003, Tha Increases were primatily due to network support of a larger
subscriber base, higher minutes of use, expanded market coverage and increased handset costs, These Increases wera somewhat offset by
decreases in information technology expense. Handset and equipment costs were 39% of total costs of services and products in each of 2004,
2003 and 2002. Costs of sarvices and products were 48.4% of net operating revenue in 2004, 48.5% In 2003, and 47.9% In 2002.

Selling, General and Administrative Expense

Selling, General and Administrative (SG&A) expense malnly includes sales, distribution and marketing costs to promote products and services, as
well as salary, benefit and other administrative costs. SG&A expense increased 10% In 2004 compared to a decrease of 9% in 2003, The 2004
increase reflects an increase In sales and distribution costs primarily driven by higher gross additions and an Increase in the number of direct retall
stores. Marketing costs also contributed to the Increase as a significant campaign was launched fo reposition the Sprint PCS brand. The 2003
docrease was primarily due to a decline In bad debt expense dua to an improved credit class mix, leading to lowar write—offs and higher recovery. -
This decreass was partially offset by increases In other sales and marketing costs due to more competitive market conditions and expanded direct
sales presence and the executive separation agreements. SG&A expense was 23.3% of net operating revenues in 2004, 24.3% in 2003, and
28.0% in 2002, The reserve for bad debt requires management's judgement and Is based on historical trending, industry norms and recogrition of
current market indicators about general economic conditions. Bad debt expense as a percentage of net operating revenues was 1.4% in 2004,
2.3% in 2003, and 5.1% in 2002. Reserve for bad debt as a percent of outstanding accounts receivable was 6.8% In 2004, 7,3% In 2003, and
9.4% in 2002. The 2004 Improvements malnly reflect sales of previcusly written=-off subscriber recelvables and reductions In reserves because
number portability churn did not occur as anticipated. The 2003 improvements were malnly driven by credit management policies initiated in the
2002 fourth quarter resulting in lower involuntary churn and impraved recelvables aging.

Deapreciation and Amortization Expense

Estimates and assumptions ars used both In setting depreciable lives and testing for recoverability. Assumptions are based on intemal studies of

uss, industry data on lives, recognition of technologleal advancements and understanding of business sirategy, Depreciation expense consists
mainly of dapreclation of network assets, o !

Depreciation and amortization expense Increased 4% in 2004 and 9% in 2003 mainly reflecting depreciation of the network assets placed in
service during 2003 and 2004. Depraciation and amortization expense was 17.5% of net operating revenues in 2004, 19.3% In 2003, and 18.6% In

2002,
Restructuring and Asset Impairment
In 2004, Wireless recorded a $30 million restructuring charge related to severance costs associated with Sprint's Organizational Realignment.

In 2003, Wifeless recorded asset impairments of $348 miilion primarily related to the termination of development of a new billing platform, Wireless
also recorded restructuring charges of $13 million for severance costs associated with Sprint's Organlzational Realignment, and contractual

obligations related to the termination of the development of the billing platform, partially offset by the finalization of all 2001 and 2002 restrcturing
activities.

In 2002, Wireless recorded restructuring charges of $36 million refated to the consolidations in Sprint's Network, Information Technology, and
Billing and Accounts Receivable organizations, as well as other reductions to create a mare compstitive cost structure by reducing operating
expenses. Additionally, Wirsless recorded an asset Impairment of $42 million representing abandoned network projects.

For additional Information, see Note 7 of Notes to Consolidated Financial Statements. :

Local

Local consists mainly of regulated Incumbent focal phone companles serving approximately 7.7 million access lines in 18 states, Locat provides
local voice and data services, including digital subscriber line (DSL), for
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Costs of Servicas and Products

Costs of services and products include costs to operate and maintain the local network and costs of equipment sales. These costs decreased 3%
in 2004 and were flat in 2003. In 2004, general expense controls and lower costs associated with equipment sates were partially offsst by higher
pension costs and $30 milllon of hurricane-related expenses. In 2003, general expense controls and lowsr costs associated with long distance

rsglv?(.}ups 2‘%?;23 offset by higher pension costs. Costs of services and products were 31.2% of net operating revenues In 2004, 31.7% In 2003, and
Jd7in 8

Selling, General and Administrative Expense

SGAA expense Increased 3% in 2004 and decreased 5% in 2003. The 2004 increase was primarily driven by higher penslon costs and
stock~based compensation, somewhat offset by general cast controls. The 2003 decrease was driven by general cost controls and lowsr bad dabt
expensa partially offset by the executive separation agreements and higher pension costs. The reserve for bad debt requlres managemant's
Judgement and is based on historical trending, industry norms and recegnition of current market indicators about general economic conditions.
Bad debt expense as a percentage of net revenuses was 1.4% In 2004, 0.9% in 2003, and 2.6% In 2002. Reserve for bad debt expense as a
percent of outstanding accounts receivable was 9.4% in 2004, 8.5% in 2003, and 13.9% In 2002. In 2003, Local experienced contlnued
improvement in its bad debt experience with end user customers as wetl as recoveries from previously written off accounts, principally MCI.

SGB8A expense was 20.8% of net operating revenues in 2004, 19.9% in 2003, and 20.5% in 2002,
Depreclation and Amortization Expenss

Estimates and assumptions are used both in setting depreciable lives and testing for recoverability. Assumptions are based on intemal studies of
use, industry data on lives, recognition of technological advancements and understanding of business strategy. Depreclation and amortization

. expense was fiat in 2004 and decreased 6% in 2003. The 2003 decrease was driven by the implementation of SFAS No. 143, Accounting for
Asset Retirement Obligations, which sliminated the accrual for removal cost from the depreciable rate, as well as declines in circult switching
depreciation rates duse to a revised schedule for converting from a digital to a packet network. For further information on the implementation of
SFAS No. 143, see Note & of Notes to Consolidated Financial Statements. Depreclation and amortization expsnse was 18.0% of net operating
revenues in 2004, 17.6% in 2003, and 18.5% in 2002,

Restructuring and Asset Impalrment
fn 2004, Local recorded a $40 million restructuring charge related to severance costs associated with Sprint’'s Organizational Realignment.

In 2003,.Local recorded restructuring charges of $24 million related to severance cosls associated with Sprint's Organlzational Realignment, offset
by the finalization of all 2001 and 2002 restructuring liabilities.

In 2002, Local recorded restructuring charges of $66 million primarily related to the consolldations In Sprint's Network, Information Technology,
and Billing and Accounts Recelvable organizations, as well as additional steps to reduce overall operating costs.

For additionial informatlon, ses Note 7 of Notes to Consolidated Financial Statements.
Long distance

Long distance provides a broad suite of communications services targeted fo domestic business and resldential customers, multinational
corporations and other communications companies. These sarvices include domestic and International volce, data communications using various
protocols such as IP and frame relay and managed network services. Long distance is selling into the cable telephony market through

arrangements with cable companies that resell Sprint long distance service and/or use Sprint back office systems and network assets in support of
their ocal telephone service provided over cable facilities. :
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Sprint determined that business conditions and events occurring in 2004 and impacting its Long distance operations consfituted a “triggering
event" requiring an evaluation of the recaverabllity of the Long distance long-lived assets pursuant to SFAS No. 144, Accounting for the
Impairment or Disposal of Long~Lived Assets. Spiint reevaluated its strategy and financlal forecasts in the 2004 third quarter resuiting in a $3.52

billion pre-tax non=-cash impairment chargs of the Long distance long-lived assets. For additional information see Note 7 of Notes to
Consolidated Financlal Statements.
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Long distance continued to face significant challenges in 2004, The 8% decline in net operating revenues was primarily driven by a decline in
volce revenues. This, along with the pre-tax, nancash Long distance network asset impairment charge of $3.52 billion, resulted in an operating
loss for the year. Throughout 2004, Long distance focused on providing solutions, driving network convergence and targeting growth opportunities.
1n 2004, Long distance achleved a double—digit reduction in selling, general and administrative expenses with a minimal increase In costs of
services and products. In 2004, Sprint undertook Initiatives to expand its offering through cable network operators.

Sprint expects revenues to decline in 2005 as Long distance continues to be impacted by intense competitive pressures, These daclines are
expected to be partielly offset by growing contributions from wholesale business. In addition, Sprint expects our ransformation to a
customer-centric organization to allow us to realize our competitive differentiation, and further increase our customers’ loyaity.

Net Operating Revenues

Net operating revenues decreased 8% in 2004 and 11% in 2003, Continuing pricing pressure, termination of a large Dial IP coniract and the sale

of our Dial IP business were the primary reasons for the revenus decrease in 2004. Loss of a major wholesale customer and a large prepaid
customer drova a minute volume decline of 3% in 2003.

Voice Revenuas

Volce revenues decreased 9% in 2004 and 13% in 2003, The decreases are the result of a decline in consumer volce revenue resulting from
wireless, e-mail and instant messaging substitution, aggressive competition from RBOCs for consumer and small business customers and lower
business voice pricing. Results in 2003 were also impacted by the loss of a single major wholesale customer. Voice revenues generated from the
provision of services to Wireless and Local represented 13% of total voice revenues in 2004 compared to 12% in 2003.

Data Revenues
Data revenues reflect sales of curent-generation data services Including asynchronous transfer mode (ATM), managed network services, private

line, and frame relay services. Data revenues decreased 7% in 2004 after being fiat In 2003. In 2004, the decrease in frame relay and private line

services was partially offsst by an increase in ATM and managed network services. In 2003, Increases In frame relay were offset by a dscline in
both ATM and private line.
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Intemst Revenues

Internet revenues decreased 19% In 2004 and 4% In 2003, The dacline in 2004 was the result of a decrease in Dial IP and Web Hosting ssrvices,
partially offset by an increase In dedicated IP. In the 2004 third quarter, a large Dial IP contract expired. In Octobsr 2004, Sprint completed the
sale of its wholesale Dial IP business for $34 million. Thase assets were classified as held for sale on September 30, 2004, and an associatad
pre~tax non—cash charge of $21 million was Included in the 2004 third quarter impairment charge. The 2003 decraase was primarily the result of a
decline In Dial {P dua to the final contractually—scheduled repricing of the America Online, inc., Dial IP agresment, parfially offset by revenuss from
a fourth quarter partial buyout of a portion of a Dlal IP contract. Whila Sprint made the declsion to exit the Web Hosting business, the 2003 perfod
reflects Web Hosting revenue in the 2003 first and second quarters.

Other Revenuass

Other revenues increased 40% in 2004 after dacreasing 44% In 2003. The 2004 increase was primarily due to higher equipment sales. The 2003

decrease was primarily due to the sale of our consulting services business, Paranet, in the third quarter of 2002 and declines in miscellansous
equipment sales. '

Costs of Services and Products

Costs of services and products include Interconnection costs paid to local phone companies, other domestic servica providers and foreign phone
companies to complete calls made by Long distance's domestic customers, costs to operate and maintain the long distanca networks, and costs

of equipment, Costs of services and products Increased 2% in 2004 and decreased 15% in 2003. The 2004 increase was primarily attributable to
higher call volumes somewhat offset by renegotiated access rate agreements and initiatives to reduce access unit costs. The 2003 decrease was

dua to volume declines, an improving product mix, initiatives to reduce access unlt costs, favorable cartier access settlements and
FCC~-mandated access rate reductions.

Total costs of servicas and products for Long distance wara 59.0% of net operafing revenues In 2004, 53.1% in 2003, and 56.0% in 2002,
Salling, General and Administrativa Expense

SG&A expense dacreased 15% in 2004 and 11% in 2003. The 2004 decline was due fo restructuring effors and gensral cost controfs. The 2003
decline was dua ta reduced bad debt expense including the MCl accounts raceivable settiement, restructuring efforts, and general cost controls
partially offset by the costs of the executive separation agreements recorded in the second quarter of 2003,

SG&A Includes charges for estimated bad debt expense. The reserve for bad debts requires management’s judgement and is based on customer
specific indicators, as well as historical rending, Industry norms and recognition of current market indicatars about general economic conditions.
Bad debt expense as a percentage of net ravanuas was 2.0% in 2004, 1.4% in 2003, and 3.5% in 2002. Reserve for bad debt as a percentage of
outstanding accounts recelvable was 12.3% in 2004, 11.1% In 2003, and 14.9% in 2002.

Total SG&A expensa for Long distance was 25.4% of net operating revenues In 2004, 27.5% [n 2003, and 27.6% In 2002
Depreciation and Amortization Expense

Estimates and assumptions are used both In setting depreciable lives and testing for recoverability. Assumptions are based on intemal studies of
use, industry data on lives, recognition of tachnological advancaments and understanding of buslness strategy. Depreciation and amortization
expense decreased 25% in 2004 and 3% In 2003. The 2004 decrease was primarily driven by the impalrment of Long distance’s property, plant
and equipment, as well as a decreasad asset base due to the wind-down of the Web Hosting business in 2003. Additionally, in 2004, Sprint
extended the dapraciable lifa of certaln high-capacity transmission equipment from eight years to twelve years due to slower anticipated evolution
of technology. This extension in life decreased the 2004 year-to-date depreciation expense in Long distance by approximately $74 million. The
2003 decrease was due to asset impairments associated with the wind-down of the Web Hosting business and lower capltal spending.
Depreclation and amortization expense was 14.6% of net operating revenues in 2004, 17,9% in 2003, and 16.6% In 2002.
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In 20tog. Long distance expects depraciation and amortizallon expense to decline by approximately $600 mifiion due to the 2004 impaimment of it
asset base,

Restructuring and Assst Impalrmants

In 2004, Long distance recorded asset impalrmants of $3.54 billion related to its property, plant and equipment. Long distancs also recorded

charges of $121 million related to severance costs and termination of facility leases associated with Sprint’s transformation initiatives and Web
Hosting wind-down. -

In 2003, Long distance recorded asset impairments of $1.2 billion related to a dedline in the fair value of its BRS spactrum. The dacision to wind
down the Web Hosting business resulted in a $316 milllon asset Impairment charge, and associated restructuring charges of $60 million related to

severance and facility lease terminations. Long distance also recorded restructuring charges related to Sprint's Organizational Realignmsnt which
were more than offset by the finalization of all 2002 and 2001 restructuring liabilities.

In 2002, Long distance recorded asset impalrments of $156 million primarily related to the termination of high speed data setvices. Long distance
also recorded restructuring charges of $117 million related to the termination of high speed data services, consolldations In Sprint's Netwark,
Information Technology, and Billing and Accounts Receivable organizations, and additional steps to reduce operating costs. These charges were
partlally offset by a $79 million adjustment to finalize certain 2001 restructuring liatllities.

For additional Information, see Note 7 of Notes to Financial Statements.
Other

Other businesses consist primarily of wholesale sales of telecommunications equipment. Net operating revenues were $850 million In 2004, $840
million in 2003, and $863 mililion In 2002. Non-affiliated revenuss, which accounted for 40% of revenues in 2004, Increased 18% due to increases
in capital spending in the telecommunications Industry. Operating expenses were flat in 2004 and decreased 2% in 2003, Operating loss was $21
million, $31 milllon and $24 million In 2004, 2003 and 2002, respeciively. In 2005, Sprint pians ta continue to leverage its web-gnabled capabilities
to improve revenues and expand value-added setvices.

Nonoperating Items

Interest Expense

The effective interest rates In the following table reflect interest expense on long-term debt only. Interest costs on short-term borrowings and
interest costs on deferred compensation plans have been excluded so as not to distort the effective Interest rates on long-term debt, Ses
“Liquidity and Capital Resources™ for mora information on Sprint's financing activities.

Effectivejlitanist iataion longstermdabd: - .  _flEiEEIETme

R Tl A N

The effective interest rate includes the sffect of interest rate swap agresmsnts. See Note 5 of Notes to Consolidated Financial Statements for
maore detalls regarding Interest rate swaps. Sprint's effective Interest rate on long-term debt decreased In 2004 primarity due to fair value interest
rate swaps on $1 billion of long-term debt that wera entered into during the third quarter of 2003. At December 31, 2004, the average floaling rate
of interast on the swapped debt was 5.0%, while the weighted average coupon on the underlying debt was 7.2%. The effective Interest rate
increased in 2003 due to the retirement of fixed-rate debt with lower interest rates.

Discount (Premium) on Early Retirement of Debt

Sprint recorded premiums of $60 mlillon and $21 million due to the early retirement of debt in 2004 and 2003. Sprint recorded a discount of $4
million dus to the early retirement of debt In 2002. Ses Note 9 of Notes to Consolldated Financlal Statements for more information.
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The Sprint debt~to-total-capital ratio was 55.5% at year~end 2004 versus 58.9% at year-end 2003. This improvement at year-end 2004 primarily
reflects tha conversion of the equity unit notes and additional debt reductions, partially offset by the 2004 net loss and increased dividends.

{iquldity and Capltal Resources

Sprint exercises discretion regarding the liquidity and capital resource needs of its business segments. This includes the ability to prioritize the use

of capié;l and debt capacity, to determine cash managemant poficies and to make declsions regarding the timing and amount of capital
oxpenditures.

Operating Activitles

Sprint’s operating cash flows Increased $110 million in 2004 and $337 million in 2003. The 2004 growth was driven by higher Wireless revenues,
various company-wide cost contalnment initiatives and lower interest costs somewhat offset by declinlng wireline revenues and higher

consolidated working capital requirements. The 2003 increase was mainly due to growth in Wireless, partially offset by higher working capital
requirements.

Investing Activities

Sprint's cash flows used by investing activities totaled $3.8 billion in 2004 compared to $4.0 biliion in 2003 and $4.6 billion in 2002. Capitat
expenditures account for the majority of Sprint's investing activities. Wireless capital expenditures were incurred mainly to maintain and enhance
network reliabllity and upgrade capabliities for providing new products and services including EV-DO. Local incurred capital expenditures to
accommodate volce—grade equivalent growth, expand capabilities for providing enhanced services, convert our network from clrcuit to packet
switching, continue the bulld-out of high-speed DSL. services, meet regulatory requirements, and replace network and support assets. Long
distance capital expenditures wera Incurred mainly to malntain network reliability and upgrade capabilities for providing new products and
services. The overall Increase in capital expenditures in 2004 was driven by higher Wireless spending, somewhat offset by Local and Long
distance spending reductions. The overall decline in capital expenditures in 2003 was driven by spending reductions across all divisions,

Investing activities also include contributions of $20 million and $32 million to Virgin Moblle USA in 2004 and 2003, respectively, and proceeds of

$116 million due to sales and dissolutions of investments in 2002, See Nota 4 of Notes to Consolidated Financlal Statements for more information
on investments.

Othar investing activitles include proceeds from sales of other assets totaling $77 million in 2004, $101 miliion in 2003, and $138 mililon In 2002. In
2004, thase proceeds were from the sale of Dial IP assets, EarthLink shares and certain network and administrative assets. In 2003, proceeds
were from the sale of EarthLink shares and certain natwork and administrative assets. In 2002, proceeds were from the sale of certain customer
contracts, investment securities and other administrative assets.

In 2004, Sprint acquired a portion of Horizon Cellular's subscriber base for $35 million. The malority of this purchase Is classified as an intangible
asset, amortized over a three-year period, and reflected as “Other, net® under Investing activities in the Cmsqlidated Statement of Cash Flows.

Financing Activities

Sprint's cash flows used by financing activities totaled $680 million In 2004, $3.3 billion in 2003 and $1.0 billlon In 2002, in 2004, financing
activitiss included $1.9 billion of proceeds from the Issuance of common stock malnly from the settlement of equity unit forward purchase

. contracts: Financing activities also included a $1.9 billion reduction in debt In 2004 compared with a nst reduction of $2.9 billion in 2003 and $642
million in 2002. The debt reduction in 2004 was due to the prepayment of senior notes and a portion of the equity unit notes, as well as payment of
scheduled maturities of senior notes. The debt reduction in 2003 was dus to the tender for the 2003 and 2004 senlor notes, the prepayment of
borrowings under the Long distance accounts receivable securitization facility and the payment of scheduled maturities of senior notes. Sprint paid
cash dividends of $670 million in 2004, $457 million in 2003 and $454 milllon in 2002, The 2004 dividend increase compared to 2003 and 2002

was due primarily to additional shares of FON common stock resulting from the conversion of PCS common stock In the April tracking stock
recombination.
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Capital Requirements

Sprint’s 2005 Investing activitles, mainly conslsting of capital expenditures, are expected to total approximately $4.0 to $4.2 billion. These
expendilures are targeted primarily towards increased network capacity and coverage. They are expected to alsa include investments for growth
in demand for enterprisa services, broadband Initiatives in Wirelass and Local and the phased transition from circuit o packet switching in Local,
Sprint continues fo review capital expenditure requiremsnts closely and will adjust spanding and capital investment in concert with customer
demand. Dividend payments are expected to approximate $750 million in 2005.

Liquidity

In the past, Sprint has used the long-term bond markst as well as other financial markets to fund its needs. As a resuit of its Improved liquidity

position, Sprint has not recently accessed the capital markets and does not cumently expect to do so in 2005 to fund elther capital expenditures or
operating requirements.

In June 2004, Sprint entered into a new revolving credit facllity with a syndicate of banks. The $1.0 billion facility Is unsecured, with no springing
liens, and is structured as a 364-day credlt line with a subsequent one-year, $1.0 billlon term~out option. Sprint does not intend to draw agalnst
this facility. Sprint had letters of credit serving as a backup to various obligations of approximately $123 million at year-end 2004.

Sprint has a Wireless accounts recelvable asset securitization facility that provides Sprint with up to $500 million of additional liquidity. The facility,
which expires in June 2008, does not include any ratings triggers that would allow the lenders invalved to terminate the facility in the event of a
credit rating downgrade, The maximum amount of funding available is based on numerous factors and fluctuates each month. Sprint has not
drawn agalnst the facility and slightly more than $332 million was available as of year-end 2004.

Sprint also has a Long distance accounts recelvable assel securitization facllity that provides Sprint with up to $700 miliion of additional liquidity.
The {acliity, which expires in August 2005, does not include any ratings triggers that would aliow the lenders involved to terminate the facliity in the
event of a credit rating downgrads. The maximum amount of funding available is based on numerous factors and fluctuates each month. In

February 2003, Sprint prepald all outstanding borrowings under this facility. As of December 31, 2004, Sprint had mora than $380 million total
funding available under the facility.

The undrawn loan facllities described above have interest rates equial to LIBOR or Prime Rate plus a spread that varies depending on Sprint's
credit ratings.

Debt maturities, including capital lease obligations, during 2005 total $1.3 billion. Sprint's $4.6 billion cash bala'nce at December 31, 2004, and
expacted 2005 cash flow from operations should be more than adequate to fund these requirements.

Any borrowings Sprint may incur are ultimately limited by certain debt covenants. At December 31, 2004, Sprint's most restrictive debt covenant
would allow.an additional $10.7 billion of debt. Sprint Is currently in compliance with all debt covenants associated with its borrowings.

In May 2004, Sprint repurchased $750 milllon of senlor notes refated to the equity units, Sprint repurchased $516 million of its senior notes In
August 2004 and another $95 miliion of senior notes in November 2004,

Sprint completed its tender offers to repurchase senior notes in March 2003 in the amount of $1.1 billion and repald, before schaduled maturities,
$118 million of dabt primarily consisting of Local's first mortgage bonds in the 2003 third quartar. In Septsmber 2003, Sprint repald the $300
million Export Development Canada loan. Sprint continually evaluates various factors and, as a result, may repurchase additional debt in the
future. p

In January 2003, Sprint closed on the $2.23 billlon cash sale of its diractory publishing business ta R.H. Donnelley.
Fitch Ratings (Fitch) currently rates Sprint's long~term senior unsecured dabt at BBB. On December 15, 2004, Fitch placed Sprint's rating on
Rating Watch Positive. Standard and Poor's Corporata Ratings currently rates Sprint's long~term senior unsecured debt at BBB-. On October 8,

2004, Standard and Poor's placed Sprint's rating on CraditWatch with positive implications, Moody's Investors Service currently rates Sprint's
long~term senior unsecured debt at Baa3 and on December 15, 2004, changed the outiook to Developing.
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Sprint's abliity to fund its capital needs Is ultimately Impacted by the overall capacity and terms of the bank, term~-debt and equity markets. Given
the volatility in the merkets, Sprint continues 1o monitor the markets closely and to take staps to malntain financial flexibllity and a reasonable
capital structure cost. Sprint currently plans to access the markets only for extenslon, replacement or renewal of current credit arrangements.

As of Decamber 31, 2004, Sprint's contractual obligations are summarized below and are fully disclosed In Notes 1, 8, 8, 10, 11, and 17 of Notes
to Consolidated Financial Statements,

Payments Due by Perlod
Less
than 1 1-3 4-5 After 5
Jota] year _ vears years years
millions]

Notes, bokills dabérittres Rl BITEREELS SIPEM R - ™7 STl SR Bt o v o RS ATOR, 'S"l?%@ﬂiﬂiﬂfﬂéﬁimﬁﬁﬁmﬂm
Capltal laase obligations ~ o } . 215 84 119 12 —_
EstmtiRICHESTArERt phyments . ool SRR LTS e e OSUSURMESRNRINEDY  A7SHREL 200 EETATS0R DS
Redeamable prefarved stock o N . B o 247 — — 247 —
Estimatetf dividendsichteamatiBigoferstiSakes Lo ENRCERD ) TR R Ry YT el YRR, e
perating leases . B X . i ) 11,1711 808 1,367 1,163 7,827
InEDAAOHE] PR s e BT et OMaEe - L oSaTRat et Wit TR e il o ot SR Pl i a0
Total contractuai obligations

$44,602  $4456  $7033 $6.175  $27.956

Uncondltional Purchase Obligations

Sprint has minimum purchase commitments with various vendors through 2009, Outstanding commitments at year-end 2004 were approximately
$1.4 blllion. The outstanding commitments represent non-cancelable commitments to purchase goods and services, and consist primarily of
network equipment and malntenance, access commitments, advertising and marketing, Information technology services and customer support
provided by third parties, handset purchases and other expsenses related to normal business operations.

Expected pension contributions are disclosed in Note 14 of Notes to Consolidated Financial Statements and have not been included in
unconditional purchase obligations.

Off-Balance Shest Financing

Sprint does not participate in, or secure, financings for any unconsolidated, special purpose entities. Sprint does have bankruptcy-remote entities
which are included in Sprint's Consolldatad Financlal Statements.

Regulatory Developments

Ses Legislative and Regulatory Developments in Part | of this filing.

Financlal Strategles

General Risk Management Policles

Sprint selectively enters into interest rate swap agreements to manage its exposure to interest rate changes on Its debt. Sprint also enters into
forward contracts and options in foreign currencles to reduce the Impact of changes in forelgn exchange rates. Sprint seeks to minimize
counterparty credit risk through stringent credit approval and review processes, the selection of only the most creditworthy counterparties,
continual review and monitoring of all counterparties, and thorough legal review of contracts. Sprint also controls exposure to market risk by

regularly monitoring changes in foreign exchange and interest rate positions under normal and stress conditions to ensure they do not exceed
established limits,

Sprint's derivative transactions are useﬂ principally for hedging purposes. The Board has authorized Sprint to enter Into derivative transactions,
and all transactions comply with Sprint's risk management paliciss.
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Interest Rate Risk Management
Falr Value Hedges

Sprint enters into interest rate swap agreements to manage exposture to interest rate movements and achleve a
fixed-rate debt while minimizing liquidity risk. The interest rate swap agresments designated as falr value hedg
fixed-rate debt to a floating rate by receiving fixed rate amounts in exchan
without an exchange of the underlying principal
as fair value hedges.

n optimal mixture of foating and
es effactively convert Sprint's

ge for floating rate interest payments over the life of the agresment
amount, During 2003, Sprint entered info interest rate swap agreements, which were deslgnated

Cash Flow Hedges

Sprint enters into Interest rate swap agreements designated as cash fiow hedges fo reduce the impact of interest rate movements on future

interest expense by effectively converting a portion of its floating-rate debt to a fixed-rate. As of Dacembar 31, 2004, Sprint had no outstanding
interest rate cash flow hedges. :

Other Derivatives

In certaln commercial transactions, Sprint is granted warrants fo purchase the securities of other companles at fixed rates. Thase warrants are
supplemantal to the terms of the commercial transaction and are not deslgnated as hedging instruments.

During 2002 and 2003, Sprint entered Into variable prepaid forward contracts to monetize equity securities held as available for sale. The
derivatives have been designated as cash flow hedges to reduce the variability in expected cash flows related to the forecasted sale of the
underiying equity securities. In the 2004 fourth quarter certain of the prepaid forward confracts settled. The remaining contracts will settle in 2005.

Forelgn Exchange Risk Management

Sprint's forelgn exchange risk management program focuses on reducing transaction exposure to optimize consolidated cash fiow. Sprint's
primary transaction exposure results from payments made to and recaived from overseas telecommunications companies for completing
international calls made by Sprint's domestic customars and from the operation of its International subsidiaries. These intemational operations
were not material to the consolidated financial position, results of operations or cash fiows at year-end 2004, Sprint has not entered Into any
significant forelgn currency forward contracts or other derivative instruments to reduce the effacts of adverse fluctuations in foreign exchange
rates. As a result, Sprint was not subject to material foreign exchange risk.

Recently Issued Accounting Pronouncements

In March 2004, the EITF of the Financial Accounting Standards Board reached a consensus on EITF No. 03-8, Participating Securities and the
Two-Class Methad under SFAS No. 128, Eamings Per Share (EITF No, 03-6). This guidance requires that the rights of securities to participate in
the earnings of an enterprise must be reflected in the reporting of earnings per share. Sprint's equity unit purchase contracts met the “participating
security” qualifications oullined in the guidanca, because tha purchase contracts included a provision permitting the equity unit holders to benefit
from or "participate” in any dividends declared on the common stock during the contract period.

Sprint adopted EITF No. 03-6 in the 2004 second quarter. Prior to Aprit 23, 2004, the equity unit forwand purchase contracts were tied only fo the
PCS common stock which had no eamings upon which to declare dividends. Upon recombination and untll settlement in August 2004, the equity
unit purchase contracts participated in the earnings of FON common stock. The proportionate share of eamings attributable ta these securities
was $9 million in the year~to~date period, This attribution was reflected as “Eamings allocated to participating securities® on the face of the
Caonsolidated Staternents of Operations. Sprint has no outstanding participating securities at December 31, 2004.

In December 2004, the FASB issued SFAS No. 123R, Share-Based Payment. This statement requires an entity o recognize the cost of employee
services recsived In share-based payment transactions, through the usse of fair-valus-based methods of recognizing cost. This statement is
effective for Sprint as of July 1, 2005.
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Sprint voluntarily adopted fair value accounting for share-based payments effective January 1, 2003, under SFAS No, 123 as amended by SFAS
No. 148, using the prospsctive method. Upon adoption Sprint began expensing the fair value of stock~based compensation for all grants,
madifications or settlements made on or after January 1, 2003, Further, in connection with the tracking stock recombination, as required by SFAS
No. 123, Sprint accounted for the conversion of PCS stock options to FON stock options as a modification and accordingly applied stock option
expensing to FON stock options resulting from the conversion of PCS stock options granted before January 1, 2003,

The revised standard will require Sprint to begln to recognize compensation cost for unvested FON stock options granted before January 1, 2003,

wghlght are outstanding as of July 1, 2005. This requirement to racognize expense on additional unvested grants is not expected to be significant ta
print.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Sprint is susceptible to certaln risks related to changes in interest rates and foreign currency exchange rate fiuctuations. Tha risk Inherent in

Sprint's market risk sensitive Instruments and positions is the potential loss arising from adverse changes in those faclors, Sprint doss not
purchase or hold any derivativa financlal Instruments for trading purposes.

Interest Rate Risk

The communications Industry Is a capital intensive, tecﬁnology driven business. Sprint is subject to interest rate risk primarlly associated with its
borrowings. Sprint selectively enters Into interest rate swap and cap agreements to manage its exposure to Interest rate changes on its debt.

Approximately 93% of Sprint's debt at Dacember 31, 2004 was fixed-rate debt excluding interest rate swaps. While changes in interest rates

Impact the fair value of this debt, thera is no impact to eamings and cash flows because Sprint intends to holdthese obligations to maturity unless
market and other conditions are favorable. ‘

As of December 31, 2004, Sprint held fair value interest rate swaps with a notional value of $1 billlon. These swaps were entered into as hedges
of the fair value of a portion of our senior notes. These interest rate swaps have maturities ranging from 2008 to 2012. On a semiannual basls,
Sprint pays a floating rate of interest equal to the six-month LIBOR plus a fixed spread and receives an average interest rate equal to the coupon
rates stated on the underlying senlor notes. On December 31, 2004, the rate Sprint would pay averaged 5.0% and the rate Sprint wauld recelve
was 7.2%. Assuming a ons parcentage point increase in the prevailing forward yield curve, the fair value of the Interest rate swaps and the
underlylng senlor notes would change by $46 million. These interest rate swaps met all the requiremenits for perfact effectivensss under derivative
accounting rules as all of the critical terms of the swaps perfectly matched the corresponding terms of the hedged dabt; therefore, there Is no
impact to eamings and cash flows for any fair value fluctuations.

Sprint performs Interest rate sensitivity analyses on its variable rate debt including interest rate swaps. These analyses indicate that a one
percentage point change In interest rates would have an annual pre—tax impact of $18 mililon on the statements of operations and cash flows at

December 31, 2004. While Sprint's variable~rate debt may impact earnings and cash flows as Interest rates changs, It is not subject to changes in
falr values.

Sprint also performs a sensitivity analysis on the fair market value of its outstanding debt. A 10% decline in market Interest rates would causs a
$579 million Increase in falr market value of its debt to $20.1 billion. This analysis Includes the hedged debt.

Foreign Currsncy Risk

Sprint also enters Into forward contracts and options in foreign currencies fo reduce the impact of changes In foreign exchange rates. Sprint uses
forelgn currency derivatives to hedgs its foreign currency exposure related lo settiement of intemational telecommunications access charges and
the operation of its intemational subsidiaries. The dofiar equivalent of Sprint's net foreign currency payables from international settlements was
$55 million and net foreign currency receivables from intemational operations was $26 million at December 31, 2004. Tha potential Immediate
pre~tax loss to Sprint that would result from a hypothetical 10% change in forelgn currency exchange rates based on these positions would be
approximately $3 million.
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Item 8. FInanclal Statemsents and Supplementary Data

The information required by Item 8 is incorporated by referenca to tha section baginning on page F=1.

Itemn 9. Changes In and Disagreements With Accountants on Accounting and Financlal Disclosure

There are no reportable events.

Item 9A. Controls and Procedures : , d

Evaluation of Disclosure Controls and Procedures

Disclosure controls are procedures that are designed with the objective of ensuring that information required to be disclosed in Sprint's reports
under the Securities Exchange Act of 1934, such as this Form 10-K/A, Is reported in accordance with the SEC's rules, Disclosure controls are
also designed with the objective of ensuring that such information is accumulated and communicated to management, including the Chief
Exacutive Officer and Chief Financial Officer, as appropriate, to allow timely declsions regarding required disclosure,

In connection with the preparation of the Form 10-K and as of December 31, 2004, under the supervision and with the participation of Sprint's
management, including Sprint's Chief Executive Officer and Chief Financlal Officer, Sprint carried out an evaluation of the effectiveness of the
design and operation of Sprint’s disclosure controls and procedures. Basad on this evaluation, the Chief Executive Officer and Chief Financial
Officer each concluded that the design and operation of the disclosure controls and procedures wera effectiva as of December 31, 2004 in
providing reasonable assuranca that Information required fo be disclosed In reports Sprint files or submits under the Securities Exchange Act of
1934 Is accumulated and communicated to management, including the Chief Executive Officar and Chief Financial Officer, as appropriats, 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.

No changes ware made In Sprint's intemal control over financlal reporting during the quarter ended December 31, 2004 that have matarially
affectad, or.are reasonably likely to materially affect, Sprint's intemal control over financial reporting.

Management's Report on Internal Control aver Financial Reporting

Sprint's management Is responsibla for establishing and maintaining adequate internal control over financlal reporting. Sprint's Intemat control
system was designed to provide reasonable assurance to Sprint's management and board of directors regarding the reliability of financial
reporting and the preparation of financial statements for external purposes.

Sprint's management conducted an assessment of the effectiveness of Sprint's intemal control over financlal reporting as of December 31, 2004.
This assessment was based on the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in
Intemal Control—Integrated Framework. Based on this assessment, management belleves that, as of December 31, 2004, Sprint's intemal control
over financial reporting is effective.

Sprint's independent registered public accounting firm has Issued an audit report on management's assessment of Sprint's internal control aver
financial reporting. This report appears on page F-4.

Partlll

Item 10. Directors and Executive Officers of the Registrant

Board of Directors

DuBose Ausley, age §7. Attomey, Ausiey & McMullen, a law firm, Tallahasses, Florida, where he was Chalrman from 1982 to June 1, 2002. He Is
a director and chairman of the Executive Committee of Capital City Bank Group, inc. (1982-2003), Tampa Electric Co., Inc., TECO Energy, Inc.,
and Blue Cross and Blue Shield of Florida, inc. Mr. Ausley has been a Director of Sprint since 1993 and will not stand for re-election at the annual
meeting.
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Gordon M. Bethuna, age 63. Retired Chalrman and Chief Exacutive Officer of Continental Airilnes, Inc., an international commercial alriine
company, Houston, Texas. He served as Chief Executlve Officer of Continental Aifines from 1984 and as Chaimman and Chief Executive OFficer

from 1996 until December 31, 2004. He Is a director of Honsywell Intemational Inc., Willis Group Holdings, Limlted and Prudential Fi fal, Inc.
He has been a diractor of Sprint since March 2004. P o ° nanaial, Inc

Dr. E. Linn Draper, Jr., age 63. Retired Chaltman of American Electric Power Co. Inc., a public wtility holding company, Columbus, Ohlo. He has
also served as Prasident of Ohio Valley Electric Corporation, an electric utility company, Piketon, Ohio, and Its subsldlary, Indlana~Kentucky
Electric Corporation, since 1992. He served as Chalrman, Presldent and Chief Executive Officer of American Eleciric Power Co. Inc. and all of its
major subsldiarles from 1993 until December 31, 2003 and as Chairman until February 24, 2004. He Is a director of Temple-inland Inc.,

ggg;lWestem Corporation, Alliance Data Systems Corporation and Alpha Natural Resources. He has been a director of Sprint since December

Gary D. Forses, age 55. Chairman and Chief Executive Officar of Sprint, Overland Park, Kansas, He is a director of Goodyear Tire & Rubber Co.
Before becoming the Chief Executive Officer of Sprint in March 2003, Mr. Forsee served as Vica Chairman — Domestic Operations of BellSouth
Corporation since January 2002, Chairman of Cingular Wirelass since late 2001 and President of BeliSouth Intemational since 2000, before which
he served as Executive Vice President and Chief Staff Officer beginning in 1999, He has been a director of Sprint since 2003.

James H. Hances, Jr., age B0, Retired Vice Chaimman of Bank of America Corporation, a financial services holding company, Charlotte, North
Carolina. He served as the Vice Chairman of Bank of America Corporation from 1993 unfil January 31, 2005 and as the Chief Financlal Officer of

Bank of America Corporalion from 1988 until April 2004. He s a director of Cousins Properties Incorporated, EnPro Industrdes, Inc. and Rayonler
Corporation, He has been a director of Sprint sinca February 8, 2005. !

Deborah A. Henretta, age 43. Prasldent of Globa! Baby/Toddler &Aduilt Care for Procter & Gamble, a producer of personal and household
products, Cincinnati, Ohio, since 2001, Before becoming President of Global Baby/Toddler &Adult Care, she served as Vice President, Norih
America Baby Care since 1999 and General Manager, Global Fabric Conditioners sinca 1986, She is on the Board of Trustees at St. Bonaventure
University and Chlidren’s Hospital/Medical Center In Cincinnatl, Ohlo. She has been a diractor of Sprint since March 2004.

Irvine O .Hockaday, Jr., age 68. Retired President and Chlef Executive Officer of Hallmark Cards, Inc., a manufacturer of graeting cards, Kansas
City, Missourl. He is a director of Aquila, Inc., Crown Media Holdings, Inc., Dow Jones, Inc., Ford Motor Company, and Estes Lauder, Inc. Mr.
Hockaday served as President and Chief Executive Officer of Hallmark Cards, Inc. from 1985 to 2001, He has been a directar of Sprint since
1997, and Is Sprint's Lead Independent Director.

Linda Koch Lorimer, age 53. Vica President and Secretary of the University, Yale University, New Haven, Connecticut. She is the Lead Director of
McGraw-Hill, Inc., and a director of Yale-New Haven Hospital and a frustee of Hollins University. Before becoming Vice President and Secretary
of Yale Univarsity in 1993, Ms. Lorimer was Presldant of Randolph-Macon Woman's Callege for more than six years. She has served as the

Prasident of the Board of the American Association of Colleges and Universities and as Vica Chair of The Center for Creative Leadership. She has
been a diractor of Sprint since 1993,

Charles E. Rice, aga 69. Chairman of Mayport Venture Partners, LLC, and former Vice Chalrman of Corporate Development, Bank of America
Corporation, a bank hokding company from 1998 to 2001. He is a director of CSX Corporation, Bessemer Trust Company, and Post Properties,
Inc. Before becoming Vice Chalrman of Corporate Development of Bank of America Carporation, Mr. Rice was Chairman of NationsBank, inc.
from May 1998 to October 1998 and Chairman and Chief Exacutive Officer of Barett Banks, Inc. from 1984 to 1998, He has been a Director of
Sprint since 1975 and will retire at the Sprint annual meeting.

Louis W. Smith, age 62. Retired President and Chlef Executive Officer of the Ewing Marion Kauffman Foundation, Kansas City, Missouri. He ls a
director of H &R Block, Inc. Bafore serving as President and Chief Executive Officer of the Ewing Marion Kauffman Foundation from 1997 until
April 2002, he was President and Chlef Operating Officer of the foundation beginning in 1995. He wag President of Allled Signal Inc., Kansas City
Divislon, from 1990 to 1995. He has been a diractor of Sprint since 1999.

Gerald L. Storch, age 48. Vice Chairman of Target Corporation, a general Merchandise retailer, Minneapolls, Minnesota, Before becoming Vice
Chalrman of Targst in 2001, he was President of Target's Financial Services and New Businesses from 1998 to 2001. He has been a director of
Sprint since December 2003.
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William H. Swanson, age 56. Chalrman and Chlef Executive Officer of Raythecn Company, an industry leader in defense and government
electronics, space, information technology, technical services, and business and special mission aircraft, Waltham, Massachusstis, Prior to
January 2004, he was CEO and president of Raytheon. Prior to that, he was president of Raytheon, responsible for Raytheon's government and
defanse oparations. Mr. Swanson joined Raytheon in 1972 and has held a wide range of leadership positions across a broad spectrum of
Raytheon's business units. He has been a director of Sprint since September 2004,

Executlve Officers

For information paraining to Executive Officers of Sprint, as requited by Instruction 3 of Paragraph {b) of tem 401 of Regulation S-K, refer to the
Executive Officers of the Reglstrant section of Part | of this document. ‘

The Audit Committea

The board of directors has an Audit Committee. The primary function of the Audit Committas is to advise and assist the board in fulfiling Its
oversight responsibilities to the investment community, including current and potential stockholders. The Audit Committes's purpose Includes
assisting board oversight of the integrity of Sprint's fihancial stataments, Sprint’s compliance with legal and regulatory requirements, and the
performance of Sprint’s internal audit function and ethics and compliance function, The Audit Commitiee also has sole responsibility for the

appointment, compensation and oversight of the independent auditors. The commiittea's principal responsibllities in serving these functions are
described in the Audit Committee charter that was adopted by Sprint's board of directors.

Current copies of the Audit Committee charter and Sprint's code of ethics, The Sprint Principles of Business Conduct, both of which comply with
the Sarbanes~Oxley Act and the New York Stock Exchange (NYSE) corporate governancs standards, are available at

www.sorint. comlgovernance. Coples of the Audit Committes charter and The Sprint Principles of Business Conduct may also be obtained by
writing to Sprint Shareholder Relations, 6200 Sprint Parkway, Mailstop KSOPHF0302~3B206, Overland Park, Kansas 66251,

The Sprint Principles of Business Condtict describes the ethical and legal responsibilities of directors and employees of Sprint and its subsldiaries,
including senlor financial officers and executive officers. All directors and Sprint employess (including all senior financial officers and executive
officers) are required to comply with The Sprint Principles of Business Conduct. In support of the ethics code, Sprint has provided employees with
a number of avenues for the reporting of potential ethics violations or similar concerns or to seek guidance on ethics matters, including a 24/7
telephone helpline. Concems about Sprint's accounting, auditing matters or internal controls can be submitted on a confidential and anonymous
basis by telephone to the Ethics Helpline at 1-800-788-7844, by mail to the Audit Committee, c/o Sprint Corporation, Mailstop
KSOPHF0302-3B679, 6200 Sprint Parkway, Overiand Park, Kansas 66251 or by emall fo auditcommittee@mail.sprint.com, Sprint's Chief Ethics
Officer reports regutarly to the Audit Committee on the Ethics and Compliance Program.

On April 19, 2005, Sprint's board appointad Mr. Hance to the Audit Committes as Chalr of the Audit Committea. Mr. Hance replaces as Chalr Mr,
Rice, who will ba retiring from Sprint's board in connection with the Sprint annual meeting. In addition to Messrs. Hance and Rice, the other
members are Ms. Lorimer, Mr. Bethune, Dr. Draper and Mr. Smith. Each of the members Is financially literate, independent and able to devote
sufficient time to serving on the Audit Committes, The board has determined that Mr. Rice possesses the qualifications of an audit committee
financial expert as defined in the Sarbanes-Oxley Act. The Independence determination has been made by the board under the NYSE corporate
govemancs standards and the Sarbanes~Oxley Act applicable fo Audit Commiftes membars. The Audit Committee met twelve times in 2004,

Sectlon 16(a) Beneficlal Ownership Reporting Compllance

Section 16(a) of tha Exchange Act requires Sprint's directors and executiva officers to file with the SEC and the NYSE initial reports of ownership
and reports of changes In ownership of Sprint common stock and other equity securities of Sprint. Directors and executive officers are required by
SEC regulations to fumish Sprint with copies of a Section 16(a) reports they fila, and Sprint makes these repoits available at
www.sprint.com/sprintfirlsed!,

To Sprint's knowledge, based solely on a review of the coplas of thesa raports fumished fo Sprint and written representations that no other reports
were required, during 2004 all Section 16(a) filing requirements applicable to its directors and executive officers wera complied with, except for
Sprint's failure to report timely on one Form 4 filad on behalf of Gene M, Betts, Seniar Vice President and Treasurer, a disposition of PCS common
stock representing shares withheld by Sprint to satisfy Sprint's tax withholding obligation in connection with the vesting of restricted stock units.
This failure was inadvertent and, as soon as the oversight was discovered, the form was promptly filed.
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Item 11, Executive Compensation

Compensation Committee Report on Executive Compensation

The Compensation Committes, among its various functions contalned In the Commities Charter, establishes and/or reviews the salaries and other
compensation paid to Sprint's executive officers, The Committea’s Charter Is reviewed annually by the committes and the board. The board has
the responsibility for determining membership of the Compensation Committee and has appointed only independent directors to the committee.
The committee has the authority to angaga the services of outside advisers, experts and others ta assist the committes, The committee consulted
with Deloitte Consulting and Watson Wyatt, independent compensation consultants to the committee, in 2004 to design the 2005 executive
compensation plan that is described below. The committee Is also advised by Davis Polk & Wardwell, Independent counsel to the board.

This report summarizes the policies followed in setting compensation for Sprint’s executive officers in 2004, as well as changes that will be made
to the 2005 compensation program.

Sprint's Executive Compensation Phllosophy

The fundamental objectives of Sprint's executive compensation palicies are to ensure that executives are provided incentives and compensated In

a way that advances both the short~-and long-term interests of stockholders while also ensuring that Sprint Is abla to attract and retain executive
management talent.

Sprint approaches this objective through three key components:

¢ anannual base salary;
+ performance-based annual short-term incentive compensation (pald In cash); and

« pariodic (generally annual) grants of long-term stock-based compensation, such as stock options and restricted stock units (RSUs).

To devslop a competitive compensation package, each of these components of compensation as well as total compensation {the sum of all three
elements) are compared to compensation data of similarly sized companles in the telecommunications and high technology Industries as well as in
other Industries based on surveys conducted by independent compensation consultants and proxy data, At the end of 2002, the committes
re-axamined and revised the compensation structure and set guidelines so that all thres compensation components were based on the market
median for similar positions within the comparison group. These guidelines ara scheduled to be updated in late 2005 based on a review of
available compensation data, Based on the most recently avallable compensation data, these guldelines continue to reflect the market median for
annual base salary and short-term incantive compensation and are above the median for long-term Incentive compensation. For each executive
officar, the actual long-term incentive opportunity granted is adjusted from the guidelines to reflect individual performance. The actual
compensation eamed by exscutive officars as a result of their short-term and their long-term incentive compensation opportunities is primarily
dependent on Sprint's performance. As a result of all of these factors, the long~term opportunities and total actual compensation for the Named
Officers were generally at the 75th percentile level relative to the most recently available data.

The committes beliavas that Sprint's comparison group, which Is reviewed and adjusted if needed on an annual basis, accurately reflects the
market In which Sprint competes for executive talent. Six of the 22 companies in the Dow Jones US Telecommunications index (which is used in
the stock performance graphs in this ltem 11) are Included in the comparison group. in 2005, the two independent compensation consultants
reviewed Sprint's comparison group and expressed their views that the group generally accurately reflects the market in which Sprint competes for
executive talent, For 2005, the two independent compensation consultants recommended minor revislons to Sprint's comparison group to include
two new telecommunication companies and to remove one company that Is no longer viewed as a high technology company.

In December 2004, tha committee reviswed the total remuneration that the Named Officers potentially could receive, under five termination
scenarios: (1) normal retirement, (2) voluntary, (3) involuntary for cause, (4) involuntary not for cause and (5) involuntary not for cause or for good
reasan after a change in control. The total remuneration review Included all aspects of the executive officers’ pay including annual base salary plus
short-term and long—term Incentive compensation, the cash value of future benefits, perquisites, deferred compensation and the potential impact
of accelerated vesting of equity. The opinion of tha two independant compensation consultants was that Sprint's total remuneration for its Named
Officers was within compaetitive practics. The committee intends to review this total remuneration analysis annually.

Section 162(m) of the Internal Revenua Code of 1986, as amended (Coda) denies a tax deduction to any publicly held corporation, such as Sprint,
for compensation In excess of $1 miliion pald to any individual who, on the last
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day of the year, is the CEQ or among the four highest compensated officers other than the CEQ, whom wa refer to as the Named Officers, uniess
such compensation qualliles as performance~based under Section 162(m). it is Sprint's policy to design its short~term Incentiva compensation
plan for the Named Officers so that such incentive compensation would be deductible under Section 162(m), although individual exceptions may
occur. With respect to long-term incentlve compensation, compensation from stock options, but not RSUSs, is deductible under Section 162(m).
The committes belleves that the Intarasts of the stockholders are best served by not restricting the committee's discretion in developing
compsnsation programs, even though such programs may resuit in certain non—deductible compensation expenses.

Compensation Declslons for 2004
Base Salary

As in the past, 2004 base salaries for executive officers took into consideration a vadety of factors, including:

v the nature and responsibllity of the position and, to the extent available, salary norms for persons in comparable posttions at comparable
companies {primarily similady sized companies In the telecommunications and high technology industries);

¢ ihe experienca and tenura of the Individual executive; and

+ the performance of tha Individuat executiva, -

Short-term incentive Compensation

Sprint's annual short-term Incentive compensatlon plan, or STIC, Is designed to motivate and reward eligible employees for their confributions to
Sprint's performance by making a targe porfion of their cash compensation variable and dependent upon Sprint ‘s parformance.

In 2004, the STIC formula had three variables all of which are described below: (1) the executive officer’s annual incentive target; (2) achievement
of six abjectives, three for the combined results of the local telecommunications and long distance operations (FON) and threa for the wireless
operations (PCS division); and (3) welghtings for the objectives. At the end of the year, the Individual's incentive target was multiplied by the
weightings and the payout results for each objectivae to calculate the actual incentive amount for the year. The payouts for each objective could
range from'0 — 200%. For executive officers above Senlor Vice Prasident, or SVP, the Individual s Incentive payout was calculated based only
upon Sprint ‘s performance measured by the objectives and weightings described balow. The committee (which has the discretion to reduce these
executive officars’ incentiva payments) then reviewed and authorized the actual incentive payouts for these officers. For SVPs, the individual
incentive payout was calculated based upon Sprint's performance measured by the objectives and welghtings and then adjusted for Individual
performance (fram 0 —~ 120%). This individual performancs factor did not apply to executive officers above SVP.

For executive officers, the following objectivas and weightings were used for the 2004 STIC. A brief description of the objective and the result is
also shown.

+ FON Nst Revenue Growth — 15%: the increase or decrease in current year net revenue, over net revenue for the prior year, expressed as
a percentage. Actual results were below target.

« FON EVA —25%: calculated as net operating profits after taxes less a charge for the carrying cost of all capital invested in the enterprise
(average invested capital multiplied by welghted average cost of capital (%)). Actual resuits were below targst.

« FON Operating Cash Flow ~ 10%: calculated as operating income before depreciation and amortization expense less funds used to
acquira or upgrade long-term assets such as property, buildings or equipment. Actual results wera below target.

« PCS Net Service Revenus Growth Relative to Industry Growth — 15%: the increase or decrease in current period net service revenue {lotal
revenus exclusive of handset sales) over net service revenue for a corresporing period, expressed as a percentage, relative to the
change in industry nst service revenus growth for the same time perlod. Actual resulls were at target.

+ PGS EVA - 25%: calculated as net operating profits after taxes less a charge for the carrying cost of all capital invested in an enterprise
(average invested capital multiplied by weighted average cost of capital (%)). Actual results exceeded t.arget

+ PCS Operating Cash Flow — 10%: calculated as operating income before depreciation and amortization expense less funds used to
acquire or upgrads long-term assets such as property, bulldings or equipment. Actual results exceeded target.
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Long-term Incentive Compensation

Sprints long-term incentive compensation plan, or LTIC, Is designed to promote the long-term objectives of the organization. The target level of

LTIC in 2004 was developed as described above. Actual awards were adjusted based on the perforrance rating of each eligible participant. The

target incentive opportunity was then converted to stock options and RSUs. Stock options were granted with a strike price equal to 100% of fair

market value of tha underlying stock on the grant date. The stock options vest 25% per year from the date of grant, The RSUs vest 25% two years
from the date of grant with the remaining 75% vesting three years from the date of grant.

CEO Compensation

In setting the compensation level for the CEO, Gary D. Forses, the committee with the guldance of an independent compensation consultant,
considers comparative information from other companles, third party salary surveys and proxy statements. in February 2004, the committee
determined to maintain Mr. Forsee's base salary at the lavel established In 2003 of $1,100,000 and increased Mr, Forsea’s STIC target
opportunity $215,000, from $1,650,000 to $1,865,000, to contlnus to tle Mr. Forsee's performanca compensation to the performance of Sprint,
Due to the strong performance of Sprint in 2004 under Mr. Forses’s leadership, his actual STIC payout for 2004 was $2,090,991, which
represented 112,12% of his STIC target opportunity.

In 2004, taking Iinto account Mr, Forsee's strong Individual perfomance and, after considering the Sprint FON common stock and Sprint PCS
common stock recombination, the committee awarded Mr, Forsee the following: (1) 779,400 stock options that become exerclsable 25% per year

from the date of grant and (2) 396,000 RSUs that vest 25% two years from the grant date with the remaining 756% vesting on the third anniversary
of the grant date.

Compensation Decislons for 2005

During 2004, the Compensation Commiites, with advice and assistance from two Independent compensation ¢onsultants, devoted extensiva
attention to reviewing Sprint's exscutive compensation dssign. Through this review, the committee identified the key strategic compensation

design priorities for Sprint: ensure stockholder alignment, reward performance, enhance corporate governance, improve employes collaboration
and simplify current compensatlon plans.

The results of the review Included the following observations:

+ the short-term incentive plan had too many objectives and should be simplified; and

+ although aspects of the long-term incentive plan had performanca criteria assoclated with them, additionat performance~based criteria
were needed.

Beginning in 2005, the followlng changes hava baen mada fo the short-and long-term Incentive compensation plans.

Short-term incentive Compensation

in 2005, STIC has been simplified by reducing the number of objectives and sharing them among all STIC eligible employees (approximately
23,500), creating greater alignment of efforts and Interests within and across the orgarization. All STIC participants have a combination of any of
the followlng objectives: Sprint Economic Value Added, or Sprint EVA; Eamings before Interest, Taxes, Depreciation and Amortization, or
EBITDA, Expense to Revanue; and Sprint customer salisfaction, Sprint EVA Is calculated as net operating profits after taxes less a charge for the
camying cost of all capltal Invested in the enterprise (average invested capital multiplied by the weighted average cost of capltal (%)). EBITDAis
calculated as net Income before Intarest and tax expense (which are non-operating expenses) and depraciation and amortization expense (which
are non-cash expenses). Customer satisfaction will be measured by improvement in industry relevant customer safisfaction surveys, conducted
through Independent third party vendors. Achievement of the 2005 STIC objectives will be calculated with reference to the performance periad
before the completion of the proposed merger with Nextel if the merger is completed before the end of 2005.

Long~term Incentlive Compensation

After reviewing a numboer of different approaches to delivering LTIC, the committee determined that Sprint will again grant both stock options and
RSUs in 2005 but with some substantial changes described below.
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Stock Options

The 2005 stock option awards for Sprint’s SVPs through the CEO have a strike price equal 1o 110% of the market valus of the underlying stock on
the grant date. This approach ensures stockholders benefit from stock appreciation before the senior leadership of Sprint. All other executives

receive stock options with a strike price equal to 100% of fair market value on the grant date. The stock option award for all participants will
continue to vest 25% per year from the date of grant,

RSUs

Beglinning with the 2005 awards, the number of RSUs granted is based on both ‘individual performance and the achlevement of emarprise~level
financial performanca criteria. Financlal targets, using Sprint EVA (described above), ara set during the first quarter of the measurement year and
Sprint 's SVPs through the CEO recelve contingent awards of RSUs based on the guideline award, adjusted for each executive 's individual
performance rating. A performance matrix was created to allow for & range of awards under or over targsted levels based on actual results. In
2006, the contingent 2005 RSU award will be adjusted based on actual 2005 Sprint EVA performancs results (calculated with reference to
performance before the proposed merger with Nexte! if the merger is completed befora the end of 2005). The 2005 award vests 100% three years
from the date of grant. In addition to being granted on a performance basis, RSUs have a retention aspect, vesting only if the executive remains
employed by Sprint three years from the grant date, which is two years after the performanca period.

For executives below the SVP level, the 2005 RSU target value was adjusted at the time of grant in 2005 based on Individual performance and
2004 EVA performance (capped at 100%) and converted to RSUs, in whole shares, The RSUs vest 100% three years from the date of grant.

Other Actions in 2005

In January 20085, the committee, with the advice of independent outside counsel and an independent compensation consultant, approved a
retention program to retaln Sprint executives through the completion of the proposed merger with Nextel and the contemplated spin-off of the loca!
telecommunications business and for the one-year transition period aftar the applicable transaction. Messrs. Forsee and Lauer were excluded
from participating in the program. The program pravides for up to 100% of the executive officers’ annual base salary and short-term Incentive

target opportunity and acceleration of unvested equity if held at least one year upon the date of the executive's involuntary, not for cause
termination.

in February 2005, the committee approved the promotion of Len Lauer in recognition of his added responsibilities for the Information Technology
Services and Network Services organizations, effective January 1, 2005, Based on Mr. Lauer’s 2004 performance and his promotion in 2005, his

compensation components are $933,000 base salary, $1,120,000 short-term incentive compensation opportunity and 420,000 stock options and
160,000 RSUs.

Amendments to Sprint's aircraft usage policy were made, with guidance and oversight by tha committee. The amendments provide for limited use
by certain executive officers (those who hold the position of executive vice president or above) of corporate aircraft for personal reasons subject to
pre—approval by the Chairman and CEOQ. The limitad use of the aircraft cannot exceed §75,000 In value each year for any of these executive
officers, with a cap of $150,000 for all of these executive officers. The Chairman and CEO is required by Sprint's security policy {o use Sprint
aircraft in lieu of commercial aircraft for all travel, including personal travel.

On March 15, 2005, the committee granted new perfarmancs based equlty awards to Messrs. Forsee and Lauer. A combination of performance
based RSUs and premium priced stock options were granted. The number of RSUs subjact to the awards: (1) is based upon targeted financial
performance that must be achleved, irrespective of the intervention of the proposed merger with Nextel, (2) will be adjusted based on actual
achievement of 2005 EVA performance measures (calculated with reference to performancs befors the proposed merger with Nextsl if the merger
is complsted before ths end of 2005), {3) could vary betwaen 0 — 200% of the number of units granted, (4) will vest 100% on the third anniversary
of the grant date, and (5) Is subject to discretionary review by the committee to assure appropriate performance and has been initially set at

62,000 RSUs for Mr. Forsee and 21,000 RSUs for Mr. Lauer. Additionally, the performance-based RSU awards will be forfelted if the Sprint Nextel
merger is not completed.

Tha number of options granted was 165,000 for Mr. Forses and 55,000 for Mr. Lauer, The exerclse price for the stock options was equal to 110%
of the market value of the underlying stock on the grant date. The premium priced options will vest 25% per year on each of the first through fourth
anniversaries of the grant date and will be forfsited if the Sprint Nextel merger is not completed.
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At the same time, the commiites also approved an amendment to Mr. Farsse's employment agreement of March 19, 2003, which is effective and
conditioned on the completion of the merger with Nextel, The amendment provides for: (1) an annual base salary of $1,400,000, subject to annual
review for possible Increase (but not decrease), (2} an annual shori-term Incentive targat opportunity of not less than 170% of base salary, for an
Initial target opportunity of $2,380,000, with a maximum payout of 200% of the short-term incentive opportunity (the actual payout can range from
0 - 200% of the targst opportunity), and (3) an annual long-term performance~based incentive opportunity haying a $10 milllon minimum target
value for the first year following completion of the mergsr and a $10 million guideline target value for the second year. If the merger Is completed in
2008, the short-term incentive target opportunity for 2005 will be the sum of $2,040,000 prorated for the portion of the year before the completion
of the merger and $2,380,000 prorated for the portion of the year after the completion of the merger. The new performance-based equity awards

and the amendment to Mr. Forsee's employment agreement were made with the advice of independent outslde counsel and the independent
compensation consultants.

Stock Ownership Guldellnes

The Sprint board also believes executive ownership of a meaningful financial stake in Sprint serves to align executives’ interests with stockholders'
interests. In 2003, the Sprint board established executive stock ownership guidelines that require certain executives to hold shares or share
equivalents of Sprint stock equal to five times base salary for the CEO and one to four times base salary for executives at the Vice President level
and above, Each executive is expected to meet this ownership level by the later of December 31, 2008 or the fifth anniversary of becoming an

executive. In addition, these executives are expected to meet yearly interim stock ownership requirements. All 144 covered executives have met
these interim requirements.

Gerald L. Storch, Chalrman
Gordon M. Bethune

Irvine O. Hockaday, Jr.
Charles E.Rice -

The information In this report shall not be deemed to be soliciting material or to be filed with the SEC under the Exchange Act or incorporatéd by
reference in any document so filed, and Is not subject to the proxy rules under, or to the antlfraud liabilities of Section 18 of, the Exchange Act.
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Summary Compensation Table

The following table refiects the cash and non-cash compsnsation for servicas in all capacities to Sprint by those persons who were, as of

December 31, 2004, the Named Officers. Ali quantities of Sprint securities below are stated after giving effect to the recombination of Sprint FON
common stock and PCS common stock on April 23, 2004,

Long-term Compensation
Annual Compensation Awards
Other Annual Regicted  Securttes Al Other
Salary Banus Compensation Award(s) Underlying Compensation
Year ($X1) ($X(1) [£)] {$)(3) Options () ($)(4)

GalyDiRaRea G} Gl 50 TS
Gaty DD ﬁiiﬂﬁ% ' O - 205 0SB IS0 e O A 0O el 000
Exeritive OiEE i F‘,ﬁgm@ 2206 [Ty R D Ao b e e o] e 0 O
Robert Dellinger (7) Exscutive Vice 2004 551,082 574,376 5,867 1,795,200 184,700 1,621
President—Chief Financial Officer 2003 511,343 603,503 2,968 2,656,875 322,500 9,411

272,988 375,789 16,837 b} 195,975 32,030
MichaeFBEFullgiRras
Telgcommiunieation
Howard E. Janzen (8) Presldent—Sprint 2004 555,044 549,376 4,911 1,795,200 194,700 26,196
Business Solutions 2003 308,813 642,580 29,072 449,873 241,875 56,430(9)

residghtia ¢
Operatig Officor -5

(1) Includes all amounts eamed for the respective years, even if deferred under Sprint's Executive Deferred Compensation Plan. All bonuses
were paid under Sprint's short-term incentive compensation plans or as one-time awards for work performed in connection with the proposed
merger with Nextel.

(2) The Compensation Commitiee of Sprint's board established an overall security program for Mr. Forsee In May of 2003. Sprint established the
security program for its benefit rather than as a personsl benefit or perquisite for Mr. Forsee. Navertheless, the amount shown in the table
includes Sprint's costs to provide Mr. Forsea with resldential security systems and equipment. Under the security progrem, Mr. Forsee Is
required to use Sprint aircraft for non-business as well as business travel. The incremental costs associated with the non-business use by
Mr. Forsee of Sprint aircraft are also Inciuded in the table and fofaled $138,680 for 2004.

(3) As of December 31, 2004, the Named Officers held reslricted stock ar RSUs as set forth in the following table. The market value of the shares
Is based on a value of $24.85 per share for Sprint common stock (the closing price on the NYSE on December 31, 2004) multiplied by the
number of shares of restricted stock or RSUs. The quantities of Sprint securities below are stated after giving effect to the recombination of
Sprint FON common stock and Sprint PCS common stock on April 23, 2004,

Number of Shares
Restricted
RSUs Stack Value
#1565, T Lo
m 331 8,235,986
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Each of the Named Officers has the right to receive dividends on the restricted stock and the RSUs at the same rate as on unrestricted shares and
to vote the restricted stock.

The awards in 2004 were all RSUs granted on February 10, 2004 that vest 25% on the second anniversary of the grant date, and 76% on the third
anniversary of the grant date.

The awards In 2003 wera all RSUs. For thosa grants that vest, in whole or in part, within three years of the grant date, the vesting schedula is
described below. When Mr. Forsee Joined Sprint, under his employment contract, he received initial grants equal to 195,750 RSUs, which we refer
to as Initial RSUs; and sign—on awards of 711,600 RSUs, which we refer to as Sign-on RSUs. In recognition that Mr. Forsee forfeited certain
compensation and opportunities with his former employer, Sprint granted to Mr. Forsee 291,600 “make-whole” RSUs. Tha Initial RSUs will vest
100% on March 19, 2006; the Sign-on RSUs will vest 100% on December 31, 2007; and the “make-whols” RSUs will vest and, unless deferred,
will be paid in 20% increments on each of the first four anniversaries of March 19, 2003 and on December 31, 2007, in each case subject to Mr.
Forsee’s continued employment with Sprint. The award to Mr. Fuller was made on March 27, 2003 and vests one-third on each of tha first, second
and third anniversaries of the grant date. The award to Mr. Janzen was made on May 13, 2003 and vests one-third on each of the first, second
and third anniversaries of the grant date. The award to Mr. Dellinger was made on March 27, 2003, and 57,750 of the RSUs vest one-third on
each of the first, second and third anniversaries of the grant date, and 187,500 vest one=third on each of the third, fourth and fifth annlversaries of
the grant date, The award to Mr. Lauer was made on March 27, 2003, and 69,300 of the RSUs vest one-third on each of the first, second and
third anniversaries of the grant date, and 262,500 vest ane-third on each of the third, fourth and fifth anniversarles of the grant date.

The awards in 2002 were restricted stock granted on Aprif 4, 2002 that vest 50% on each of February 28, 2005 and February 28, 2006.

(4) Consists of amounts for 2004: (a) coniributed by Sprint under the Sprint Retirement Savings Plan, (b} representing the portion of interest

credits on deferred compensation accounts undsr Sprint's Executive Deferrad Compensation Flan that are at above-markat rates and (c)
relocation expenses, as follows:

Above— market
Eamings Relocatlon

Mi-ForSeamaf. S8 <07 | Ry 2

Mr, Dellinger . .

Mrzrilfers! o R e ersiEls

Mr.Janzen = . o
MrEbater-S il 3y, g, © FERL TV OHEHEEG . o

Relocation expenses includa $1,765 of interest paid by Sprint in 2004 on an equity advancs in connection with Mr. Janzen's relogation to
Kansas City.

(5) Mr. Forsee became CEQ on March 19, 2003 and Chairman on May 13, 2003.

(6) When Mr, Forsee folned Sprint, under his employment conlract, he received Initial grants of options o purchase 1,262,500 shares of Sprint
common stock at an exercise prica equal to the fair market value on the grant date, which we refer to as the Initial Options, In recognition that
Mr. Forsee forfeited certaln compensation and opportunities with his former employer, Sprint granied to Mr. Forsee “make-whole” options fo
purchase 895,800 shares of Sprint common stock, at an exercise price equel to the fair markst valua on the grant dete. The Initlal Options will
vest in 25% tranches on the first four anniverseries of the grant date, and the *make*whole" options will become fully exercisable on
December 31, 2007, in each case subject to Mr. Forsee's continued employment with Sprint, and they will not be subject to accelerated
vesting upon a change in control under the provisions of Sprint's equity plan.

(7) Mr. Dellinger became employed by Sprint on March 25, 2002.
(8) Mr. Janzen became employed by Sprint on May 12, 2003,

(9) Includes $1,972 of interest pald by Sprint in connection with Mr. Janzen's relocation to Kansas City.
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Option Grants

Thae following table summarizes options granted to the Named Officers under Sprint's stock option plans during 2004, The options shown are
options to purchase Sprint series 4 common stock. )

The amounts shown as potential realizable values on these options are based on arbitrarily assumed annualized rates of appreciation In the price
of Sprint's common stock of 5% and 10% over the term of the options, as set forth In SEC rules. The Named Officers will realize no gain on thesa
options without an increass in the price of Sprint common stock that will benefit alf stockholders proportionately.

Unless otherwlse indicated, each option listed below has the following terms. Vesting Is accelerated in the event of an employee's death or
pemanent disability. In addition, If an option has been outstanding for at least one year, vesting Is accelerated upon a change in control or an
employee's normal retirement at age 65 or older. A change In control Is deemed to occur If (1) someone acqulres 30% or more of the voting power
of Sprint stock, (2) there Is a change of a majority of the directors within a two-year perlod In certalp clrcumstancaes, or (3) there is a merger in
which Sprint Is not the surviving entity. The proposed merger with Nextel doas not constitute a change In cantrol with respect to these options.

Sprint granted no stock appreciation rights during 2004, For other clrcumstances In which vesting may be accelerated, see the description of
Sprint's retention program below under “—Sprint Retention Program.” )

Optlon Grants In Last Fiscal Year

Potential Realizable Value

Nurber of al Assumed Annual Rates
Soouris  olethons O o Oplon Torm(sy
Underlying Grnnlgd to - v
Options mployees In Exerclse of Expiration
Name Granted (#)(1) Flscal Year Base Prica ($/8h) Date 5% 10%
Gary.D. Forgae: -3 =i O 1/ T LG Gl o U R R T
259,800 2/10/14 2,976, 7,544,069

eé% : 0/14 743,654 1,884,565

ai%@mﬁ@“%ﬁﬁﬁﬁsﬂ% e
0.

25120.8005: F e . TF

B2l G 1 AGAA52TERES 744,208
64,900

2/10/14 743,654 1,884,565
AT il U AR 20 S0
18.22(3) 2110/14 743,654 1,884,565

ten:drkatior .« LEEE T L 20O A - L 20 i ARSI 5,07 (808
S 106,200 18.22(3 2/10/14 1,216,888 3,083,834

(1) This annual executive stock oplion grant vests 25% on each of February 10, 2005, February 10, 2006, February 10, 2007 and February 10,
2008. The number of Sprint securities are stated after giving effoct to the recombination of Sprint FON common stack and PCS comman stock
on April 23, 2004. :

9) The falr market value of FON common stock on February 10, 2004, the dats of grant. ) . )

53; The fair market value of PCS common stock on February 10, 2004 ($9.11), the date of grant, adjusted for the conversion rale into FON

common stock in connection with the recombination of Sprint FON common stock and PCS common stock on April 23, 2004,
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Option Exercises and Fiscal Year-end Values

The following table summarizes the net value realized on the exercise of opfions in 2004, and the value of options outstanding at D
2004, for the Named Officers. All options shown are options to purchase Sprint series 1 common stock. P ? ecember 31,

Aggregated Optlon Exercises In 2004 and Year-end Optlon Values

Shares Number of Securities Value of Unexercised
Acquired Value
on Exarcise Recelved Exercisable Unexercisable Exercisabl U isab
Q)] (%) " ) $ ()]

Gary D.Forbae-..ii; T
Robert Dellinger i
MIEREREEREUllBrs: iy - 79

RSO ST BT S ST
a 200550 512,625 2,092,140 5,352,310
: e (U U T

Howard E. Janzen 60,470 376,105 878,630 3,963,018
EERNMREGERIE 1 S8ER0Y . -819:184.B 0BT T BT S0

(1) The value of unexercised, in-the-money optlons is the number of shares underlying options multiplled by the difference between the exerclse

price of the options and the fair markst value, at December 31, 2004, of $24.85, which was the closing price of Sprint series 1 common stock
on the NYSE on that date. .

Penslon Plans

Under the Sprint Retirement Pension Plan, eligible employees generally accrue for each year of service an annual retirement benefit equal to
1.5% of career average compensation, subject to llmitations under the Code. In addition, the Named Officers participate in a supplemental
retirement plan that provides additional benefits. Under his employment agresment, Mr. Forsae Is sligible for retirement benefits not to exceed
©65% of his covered compensation (generally, annual base salary plus actual annual bonus), which amount will be ratably reduced if Mr. Forsee's
employment with Sprint terminates before age 65, and will ba offset by pension benefits otherwise payable to him by Sprint and his former
employer. Assuming the following Named Officers continue to work at Sprint until age 65 and have pensionable compensation for years after 2004
equal to the pensionable compensatlon for 2004, the Named Officers would recelve an estimated annual pension benefit, expressed as an annuity
for life, as follows: Mr. Forsee—%1,828,427, Mr. Dellinger—$388,704, Mr, Fuller—$332,104, Mr. Janzen—$278,589, and Mr. Lauer—$591,505.

In addition, Sprint has a key management benefit plan that provides for a survivor benafit n the event of tha death of the particlpant ar, (n the
alternative, a supplemental retirement benefit. This plan has only five active employes participants, of whom only two are Named Officers. More
information on the plan Is provided in the following section under “—Employment Contracts.”

Employment Contracts
Employment Contract with Mr. Forsea

In March 2003, Sprint entered into an employment contract with Mr. Forsee. Under the contract, Mr. Forsee is contractually entitled to an annual
base salary of $1,100,000 and is eligible for ail employee benefits made available generally to other senlor axecutive officers of Sprint, including
Sprint's Short-tarm Incentive Plan. After 2003, Mr. Forsee Is not guaranteed the payment of any annual bonus except under certain circumstances
relatad to the termination of his employment with Sprint, but he Is contractually eligible for an annual target bonus opportunity of 150% of his base
salary and a maximum bonus opportunity payout of 300% of his base salary. Subject to the contract requlrements, the Compensation Committee
reviews and sets Mr. Forsee's compensation, as described in this Item 11 In the “~——Compensation Committee Report on Executive
Compensation”, For a description of the options and restricted stock units granted ta Mr. Forsee under his employment contract, see

*_Summary Compensation Table" in this Item 11. In 2004, Sprint relmbursed Mr. Forsee $28,862 for reasonable legal and professional fees
incurred by him in connection with litigation relating to his taking the position of Chalmman and CEO with Sprint, as required under the contract.

In the event Mr. Forsea's employment with Sprint is terminated, either by Sprint without cause or by Mr. Forsee for good reason, Mr. Forsee will
receive his pro rata annual bonus and severance benefits equal to two times the sum of his annual base salary and hls target annual bonus

opportunity (three times that amount if the termination occurs during the 24~month period following a change in control, as defined in the
agreement). Tha proposed
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merger with Nexte! Is not considered a change In control. In addition, In the event of such a termination, the options and restricted stock units
discussed above will be subjact to pro rata accelerated vesting (100% accelerated vesting if the termination is within the 24-month period
following a change in control). In the event Mr. Forses recelves any payments desmed conlingent on a change In control, he will not be subject to
plan provisions that require a reduction of benefits to levels deductible under Section 280G of the Cods, and if any exclse tax Is Imposed on him
by Saction 4989 of the Code as a result of a change in control, Sprint will make him whole.

In Decembar 2004, Mr. Forsee's employment agreement was amended to provide that upon completion of the proposed merger with Nextel, he
would become the CEO and President of Sprint Nextel. Mr, Forsee walved his ability to clalm that his relocation to Reston, Virginla and his loss of
the Chalrman's position would constitute a “Constructive Discharge” under his employment agreement. The amendment also confirms that the
merger would not constitute a change in control. All other terms and conditions of the agreement remain unchanged.

Under the agresmaent, Mr. Forsee has agreed to certaln covenants relating to competition, confidentiality, non-solicitation, non-disparagement

and cooperation, his breach of which would result In forfalture of his rights to his non—qualified pension benefit, any unpaid severance benefits and
all of his unvested equity-based awards described above that are then outstanding.

On March 15, 2005, the Compensation Committes approved a secand amendment to Mr. Forsee's employment agrasment of March 19, 2003,
which Is effective and conditioned on the completion of the merger. The amendment provides for: (1) an annual basa salary of $1,400,000, subject
to annual review for possible increase (but not decreass), (2) an annual short-term incentive target opportunity of not less than 170% of base
salary, for an initial target opportunity of $2,380,000, with a maximum payout of 200% of the short-term incentive opportunity (the actual payout
can range from 0-200% of the target opportunity), and (3) an annual long~term performance-based incentive opportunity having a $10 million
minimum target value for the first year following completion of the merger and a $10 million guldeline target value for the second year. If the
merger Is completed in 2005, the short~term Incentive target opportunity for 2005 will be the sum of $2,040,000 prorated for the portion of the year
bafore the completion of the merger and $2,380,000 prorated for the portion of the year after the completion of the merger,

Employment Contracts with Mr. Fuller and Mr. Lauer

Mr. Fuller and Mr. Lauer have each signed agreements that prohibit their performing services for a competitor for up to 18 months following
tenmination of their employment. The agreements also provide severance under which they will recelve 18 months of compensation and benefits

following an involuntary termination of employment without cause or upon a constructive discharge following a diminution of thelr responsibilities or
compensation, or a forced relocation in certain circumstances, i :

The agreements, which pre-date Sprint's current senior executive severance policy, provide enhanced severance benefits in the event Sprint -
terminates their employment without cause or they resign due to a diminution In responsibilities, authority, or compensation following a change In
control of Sprint. The proposed marger with Nextel will not ba a change of cantrol under the agreements. Benefits include monthly salary
payments for up to 35 months and an amount equal to the sum of the highest short—term plus tha highast long-term Incentive compensation
awards recaived for tha three performance periods before fermination, paid in three installments. For purposes of the key management benefit
plan, they will be deemed to have remalned a Key Executive (as defined in the plan) until age 60 and Interest will be credited to thelr accounts
under the Executive Deferred Compensation Plan at the maximum rats allowed under the plan. in addition, Sprint will determine their retirement
benefits assuming three years of additional service.and will not impose on them any reduction to beneflts for early relirement. The benefits also
inclyds Iife, disability, medical, and dental insurance coverage for up to 35 months following termination. Finally, these officers are not subject to
plan provisions that require a reduction of benefits to Isvels deductible under Section 280G of the Cods, and if any excise tax is imposed an them
by Section 4999 of the Code &s a result of a change In control, Sprint will make them whole. :

Employment Contracts with Mr. Dellinger and Mr. Janzen

In late 2003, Mr. Dellinger and Mr. Janzen signed employment agreements. The agreements contain the same non-compstition and standard
severance provisions as those in Mr. Fullers and Mr. Lausr's agreements. However, Mr. Dellinger's and Mr. Janzen's agreements provide for

different severanca benefits following a changa in control of Sprint conslstent with Sprint's new policy regarding senlor executive severance
arrangements.

If, within the two-year period following a change in control of Sprint, Sprint terminates Mr. Dallinger’s or Mr. Japzen's employment without cause
or they resign due to either a forced relocation outside of the Kansas City
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area or a diminution In responsibilities, authority, or compensation, they will recaive monthly salary payments for up to 24 months. During that
period, they will also recelve prorated targeted incentive compensation pald at the same time payouts are mada for the applicable performance
measurement pariod and will continue to participate in Sprint's retirement, medical and certain other welfare benefits as if they wera active
employees. The proposed merger with Nextel will not canstitute a change in control under Mr. Deflinger's or Mr. Janzen's employment contract,

Sprint Retentlon Program

On January 17, 2005, the Compensation Committes of the Sprint board of diractors adopted the Sprint ratention program in order to retain certain
critical officers and other employees pending the merger and contemplated spin-off of Sprint's lacal telecommunications business and for a pariod
of one year after these evenits. Tha Sprint retention program provides that Sprint's executiva officers, other than Messts. Farsee and Lauer, are
eligible for retention payments equal fo 100% of thelr respective annual base salary and target short-term incentive bonus as of January 17, 2005,
Under the terms of Sprint's retention program, Robert J. Dellinger, Howard E. Janzen, Timothy E. Kelly, Michael W. Stout, Thomas A. Gerks,
Kathryn A. Walker, Gene M. Betts, William R, Blessing, Jamas G. Kissinger and John P. Meyer are eligible to recsive retention payments equal to
one-half of their annual bass salary &t the time of completion of the merger or an intervening business combination. They are entitled to receive a
second retention payment squal to one-half of their annual base salary, plus the amount of thelr target short-term incentive bonus, on the first
anniversary of completion of the merger or an intervening business combination, If one of these executive officers is involuntarily terminated other
than for cause, the executive officer will recelve the retention payment on the executive officer’s last day worked or the date on which the merger
or intervening business combination is completed, whichever is later. Michael B, Fuller, President-Local Telacommunications Division, is eligible
to raceive one~half of his annual base salary retention payment at the time of completion of the contemplated spin—-off, The balance of his base
salary retention payment and the short-term incentive bonus payment are payable on the first anniversary of complation of the conterplated
spin-off. If he is Involuntarily terminated other than for cause, the retention payment will be made on his last day worked or the dats of complstion
of the contemplated spin-off following the merger; whichever Is later. If any covered executive officer voluntarily terminates his or her employment
or Is terminated for cause before a retentlon payment is made, the exacutive officer will not receive that retention payment. No retention payments
wiil be made under the Sprint retention program if neither the merger nor an intervening business combination Is completed, and no retention
payments will be made to Mr. Fuller if the contemplated spin-off Is not completed. Sprint anticipates that the cpmpletion of the merger and the
contemplated spin—off will result in retention payments to the participating executive officers in an aggregate amount of approximately $8.5 million.

In addition, if the merger is completed and a pariclpating exscutive offlcer, other than Mr. Fuller, Is involuntarily terminated other than for cause
before the first anniversary of completion of the merger, alf stock opfions, restricted stock, restricted stock units and any other equity based awards
held by the executive officer for at least one year at the end of the executive officer's severance perfod will fully vest on the fast day of the
severance period as long as that day is on or after the date the merger is completed. If Mr. Fuller Is involuntarily terminated other than for cause
before the first anniversary of completion of the contemplated spin-off, all equity based awards held by him for at least one year at the end of his
sevarance period will fully vest on the last day of the severance period as long as that day Is on or after the date the merger Is completed;
howaver, if the contemplatad spin-off does not occur, he will be entitied to acceleration of his equity based awards only If the involuntary -
termination occurs before the first anniversary of the merger. ‘ :

The Sprint retention program also provides other eligible officers with retention payments of up to 100% of their annual base salaries. Certain
officars will also be eligible to receive retention payments of up to the amount of thelr target short-term incentive bonus. Eligible officers who are
involuntarily terminated other than for cause before the first anniversary of completion of the merger or the contemplated spin-off, as applicable,
will be entitled to acceleration of vesting of their equity based awards. An officer who accepts a position with the company resulting from the
contemplated spin-off will not be considered to have been involuntarily terminated; and will therefore not recelve accelerated vesting of equity
based awards, due to acceptance of that position.

Key Management Benefit Plan

Sprint has a key management benefit plan providing for a survivor benefitin the event of the death of a participant or, in the alternativa, a
supplemental ratirement benefit. Under the plan, if a parficipant dies before retirement, the participant's beneficiary will receive ten annual
payments each equal to 25% of the participant's highest annual salary during the five~year period immediately before the time of the participant’s
death. If a participant dies after retiring or becoming permanently disabled, the participant's beneficiary will receive a benefit equal to 300% (ora
reduced percentage if the participant retires before age 60) of the participant's highest annual salary during the
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five-year pericd immediately before the tima of retirement or disability, payable either in a lump sum or In installments at the slection of the
participant. Atleast 13 months bafore retirament, a participant may elect a supplemental retirement benefit in fieu of alf or a portion of the survivor

benefit, The supplemental retirement benefit wlll be the actuarial equivalent of the survivor benefit. Messrs. Fuller and Lauer are participants In the
plan,

Sprint has filed these employment contracts and separation a

greements with the SEC. They are available on the SEC's website at www.sec.gov,
and Sprint hereby incorporates them by reference. .

Performance Graphs

The information in this section shall not be deemed to be soliciting material or to be filed with the SEC under the Exchange Act or Incorporated by
refarenca in any document so filed, and is not subject to the proxy rules undar, or to the antifraud liabilitles of Section 18 of, the Exchange Act. The
graph below compares the yearly percentage change in the cumulativa totat stockholder retum for Sprint serles 1 common stock with the S&P €
500 Stack Index and the Dow Jones US Tslecommunications Index for the fiva-~year period from December 31, 1999 to Dacember 31, 2004. The
cumulative total stockholder retum for Sprint series 1 common stock has been adjusted for the periods shown for the recombination of FON

common stack and PCS common stock that was effected on April 23, 2004. The graph assumes an initial investment of $100 in Sprint comman
stock on December 31, 1999 and relnvestment of all dividends.

The Dow Jones US Telecommunications Index Is composed of the following companles: Alltel Corp., AT&T Corp., AT&T Wirsless Services Inc.,
BellSouth Corp., CenturyTel Inc., Cincinnati Bell Inc., Citizens Communications Co., IDT Corp., Nexte! Communications Inc., Nextel Partners Inc.,
Qwest Communications Intemnational inc., SBC Communications Inc., Telephone & Data Systems Inc,, U.S. Cellular Carp., Verizon

Communications Inc., Western Wireless Corp., Wireless Facilities Inc. and Sprint (FON Group and PCS Group were included as two separate
entities untll April 23, 2004, after which Sprint was Included as a single entity).

Five Year Total Retum
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* Sprint FON common stock and PCS common stock wote reoombinad on Aprl 23, 2004,
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The graph below compares the yearly percentage changs in the cumulative total stockholder return for Sprint series 1 common stock as compared
with the S&P® 500 Stock Index and the Dow Jones US Telecommunications Index for the five-year period from Dacember 31, 1899 to Decer';ber
31, 2004, As a result of the recombination of the Sprint FON common stock and PCS common stock on April 23, 2004, the graph below includes
the yearly percentaga change in the cumulative total stockholder retum for PCS common stock only through April 23, 2004, The graph assumes
an initial Investment of $300 in Sprint common stock on December 31, 1999 and relnvestment of all dividends.
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* indicatas total ratum on soties 1 PCS stock through Aprif 23, 2004 when the Sprint FON common stock and PCS
common stock ware recombined.

Compensation of Directors

Annual Retalner and Meeting Fees

Directors who are not employess of Sprint, whom we refer to as the Outside Directors, are each pald $50,000 annually plus meating fees and the
following additional retainers. The Chalr of the Audit Committee recelves an additional annual retainer of $10,000, and the Chalr of each other
board committee, except the Executive Committes, receives an additional annual retainer of $7,500. The Lead independent Director receives an
additional annual retainer of $75,000.

For each mesting atlended, Sprint pays Outside Directors the following fees: (1) $1,500 for board mestings, (2) $1,500 for committes mestings,
(3) $1,500 for In-person meetings of Outside Directors, unless those meetings occur in connection with a board meeting, and (4) $1,500 for

in-person business meetings attended on Sprint's behalf, Under the 1997 Long-term Stock Incentive Program, Outside Directors can elact to use
these fess to
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purchase shares of Sprint common stack. They can also elect to have the purchased shares deferred and placed in a trust. Sprint also maintains
the Directors’ Deferred Fee Plan under which Outslde Directors may elect to defer all or some of thelr fees,

Qutside Directors receive units representing shares of Sprint commion stock credited to their accounts under the Director’s Deferred Fee Plan
upen bacoming a director. Under an amendment adopted In February 2005, all of these units vest on the third anniversary of tha director’s elsction
to the board, except that if a director leaves the board at his or her convenlence, the units would vest pro rata based on years of service, and if a
director leaves the board upon a change of control or otherwise at the convenience of the board, the units would vest immediately. Upon joining
the Sprint board in March 2004, Mr. Bethune and Ms. Henretta were awarded 8,400 units, after giving effact to the recombination of Sprint's PCS
common stock and FON common stock. Upon joining the Sprint board in September 2004, Mr. Swanson was awarded 7,500 units.

Under an amendment adopted on April 19, 2005, the vesting of the final 25% tranche of the options granted in 2002 to DuBose Ausley, an Outside

Diractor, will be accelerated in connaction with Mr. Ausley's departure from the board at the 2005 annual meeting. Options to purchase 2,455
shares of FON comman stock will be accelerated.

Restricted Stock Units

Each Outside Director serving on February 10, 2004 was awarded units representing 4,200 shares of restricted Sprint common stock. These
awards vest one hundred percent on February 10, 2007 unless they vest eaier for directors who retire ar are not re-slected or re-nominated.
Each Outside Director who joined the board between February 10 and March 1, 2004 was awarded units representing 3,900 shares of restricted
Sprint common stock. Thess awards vest one hundred percent on March 11, 2007 unless they vest earlier for directors who retire or are not
re-elected or re~-nominated. Dividend equivalents are reinvested into additional restricted stock units which vest when the underlying units vest.

Stock Ownership Guldelines

In 2003, Sprint established director stock ownership guldelines that require Outside Directors to hold shares or share equivalents of Sprint stock
equal to at Jeast fiva times the current annual board retalner. Each Outside Director Is expected to meet this ownership ievel by the later of June
10, 2008 or the fifth anniversary of joining the board. In addition, Outside Directors are expected to meet yearly interim stock ownership
requirements. As of December 31, 2004, all Outside Directors have met these Interim requirements.

Other Benefits

Except as described in this paragraph, Sprint cuirently does not offer retirement benefits to Outside Directors. Three Outside Directors (Messrs.
Auslay and Rice and Ms, Lorimer) are eligible to receive bensfits under a retirement plan originally adopted In 1982. The relirement plan was
amended in 1996 to eliminate the retirement benefit for any Outside Director who had not served five ysars as of the date of the amendment. An
eligible Qutside Director will receive monthly benefit payments equal to the monthly fee (not including meeting fees or additional retainers) being
paid ta Outside Directors at the time of the Outside Director's retirement, The monthly retirement benafit would be $4,167 for any Outside Director
retiring while the current $50,000 annual fee remalns in effect. The number of monthly benefit payments to an Outside Director under the plan wil
equal the number of months served as an Outside Director, up to @ maximum of 120 payments.

It serves the interests of Sprint and its stockholders to enable the Outside Directors to optimally utilize Sprint's communicatlons services.
Accordingly, each Qutside Directar is provided with up to $6,000 in Sprint communications services per year. They are also provided with the use
of wireless devices and related equipment. The Outside Directors are reimbursed for applicable Incoma taxes assoclated with these benefits.
Outside Directors also may participate in Sprint's charitable matching gifis program on the same terms as Sprint employees. Under that program
in 2004, Sprint would match up to $5,000 a year in contributions by each Outslde Director to an eligible institution or organization.
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item 12, Securlty Ownership of Certain Beneflclal Owners and Management

Equity Compensation Plan Information R

Sprint has several equity compensation plans under which Sprint may Issue awards of FON common stock to employees and directors. All of
these plans have been approved by Sprint's shareholders. These plans consist of the 1997 Long~Term Stock Incentive Program, the
Management Incentive Stock Option Plan (MISOP), and the Employees Stock Purchase Plan (ESPP). The board of directors of Sprint authorized
the Stock Oplion Plan (stack option grants) and the Resfricted Stock Plan (awards of restricted stock} pursuant to the 1997 Long-Term Stock
Incentive Program and its predecessor, which was approved by sharsholders. In addition, that plan or its predecessor also provided for options to
be granted to directors and director share purchases (purchase of stock by diractors with director fees), The Stock Option Plan and the Rastricted
Stock Plan were merged with and into the 1997 Long-Term Stock Incentive Program in February 2004,

The following table provides information about the shares of FON common stock that may ba Issued upon exercise of awards as of year-end
2004,

Welghted- Number of
Numbar of average securiies
securities to be exercise remaining
Issued upon prica of avallable for
exercise of outstanding future
sistanding tlons, isauance
optiang, warrants under equity
. wamants and and compensation
Plan Categary ﬂghlsm rlghts“)'(z) p,am(a).(‘l)'(S).(ﬁ)
EGiyomp e tanpidnS B pio Ve S T i
EQ_zN_ wmmggim_‘}!r sz e - ‘.-'.'l-lml!lgi";?‘h"t"d;‘-s‘é_ e AT, E—Fl}é{?@?ﬁgg&g 3" s ‘§Hxnnﬁ%.73‘5. P ?_:’61-“1,(1 125;’%’585‘%
Em;\} 4 _,p,ensﬁi?(mn!a G R R s O I el Sl
FON common stoc!

(" Excludes purchase rights accruing under the ESPP. Under the ESPP, each eligible employee may purchase FON common stock at annual
Intervals at a purchase price per share equal to 85% of the markaf value on the grant date or the exercise date, whichever is lesser. At

year-end 2004, an estimated 3.6 million shares of FON common stock wers under election to purchase at @ maximum purchase price of
$14.64 per share. .

2 - The weighted average exercise price does not take inta account the 6,038,466 shares of FON common stock Issuable upon vesting of

restricled stock unils, which have no exercise price. The welghted average price also does not take Into account the 7,303 shares of FON

common stock Issuable as a resuit of the purchase of those shares by directors with 2004 fourth quarter directors’ fees; the purchase price
was $24.91 for each share of FON common sfock. :

P Ofthese shares, 45,373,712 sharas of FON common stock wara available under the 1997 Long-Tem Stock incantive Program. Although It is

not Sprint's intention fo do so, all of the shares, plus any shares that become available dug to farfelture of outstanding awards, could be
Issued in a form other than oplions, warrants, or rights.

4 Includes 29,819,136 shares of FON common stock available for Issuance under the ESPP.,

5! Underthe 1997 Long~Term Stock Incentive Program, the number of shares Increased on January 1 of sach year by 1.5% of the FON

common stock outstanding on that date and 1.5% of the PCS common stock, Series 1 and 2, outstanding on that date. In the recomblination of
the PCS common stock and the FON common stock, all autstanding opfions to purchase PCS common stock wers converted info options fa
purchase FON common stock on the basis of the convarsion ratio of 0.5 shares of FON common stock for each share of PCS common stock.
In addition, all outstanding restricted stock units representing PCS common stack were converted Info restricted stock units representing FON
common stock on the basis of the conversion ratio of 0.5 shares of FON common stock for each share of PCS cammon stock. Following the

racombination, the number of shares Increases on January 1 of each year by 1.5% of the FON common stock, Series 1 and 2, outstanding on
that date. No awards may be granted after April 15, 2007.

18} Under MISOP, the number of shares increased on January 1 of each year by 0.9% of the FON common stock outstanding on that date and

0.9% of the PCS common stock, Series 1 and 2, outstanding on that date; however, the board of direclors capped the shares so that no

addltional shares were added on January 1, 2004 or January 1, 2005. In the recombination of the PCS common stock and the FON common
stock, all
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outstanding options to purchase PCS comymon stock were converted into optlons fo purchase FON common stock on the basls of the
converslon ratio of 0.5 shares of FON common stock for each share of PCS common stock. No options may be granted after April 18, 2005,

Security Ownership of Certaln Beneficlal Owners

The following table provides information about the only known baneficial owners of five percent or more of each class of Sprint's outstanding
vating stock as of March 31, 2005:

Percent
of Sprint
Name end Address of Beneficial Amount and Natura of Percant Voting
Title of Class Owner Beneficial Ownership Serles of Class Power

Commen:Stéek, &+
iy e

deendWengiements

" e e -
e, TRy e / B, T,

73,777,650
L L

X, o

(1) Capital Research and Managemant Company, a Delaware company located at 333 South Hope Strest, Los Angeles, California 90071, acts
as investrment adviser to various Investment companles with the power lo vote andlor dispase of shares of Sprint series 1 common stock.

(2} Capital Group International, Inc., a California corporation located at 11100 Santa Monlca Boulevard, Los Angeles, Callfomia 90025, is the
parent holding company of the following wholly owned subsldiaries with the power fo vole andjor dispose of sharas of Sprint series 1 common
stock: Capital Guardian Trust Company, a bank and an investment adviser; Capital Inftemational Research and Management, Inc., d.b.a.
Capital Infernational, Inc.; Capltal Interational S.A. end Capital Intematlonal Limited. Shares of Sprint series 1 common stock reported by

Capital Group International, Inc. inciude 58,780 shares resulfing from the assumed conversion of $5,123,000 princlpal amount of the Liberty
Media 144A 4.0% convertible debentures.

(3) Liberty Medla Corporation, a Delaware corporation located at 12300 Liberty Boulevard, Englewood, Colorado 80112, and certain of its
consolidated subsidiaries collectively are the beneficlal owners of shares of Sprint series 2 common stock and shares of saventh serias

preforred stock convertible into 4,010,654 shares of Sprint series 1 common stock, constituting 0.3% of the outstanding Sprint common stock,
uponthe election of Liberty Medla Corporation.

(4) Comcast Corporation, 8 Pennsylvania corporation, is located at 1500 Market Sirest, Philadsiphla, Pennsylvania 19102. Tha shares of seventh
serias preferred stock reported are convertible Into 2,007,571 shares of Sprint serles 2 common stock, constituting less than 0.1% of the
outstanding Sprint common stock, upon the election of Comeast Corporation.

(5) Amount based solely on Schedules 13G received by Sprint as of the reporting date of the schedule.
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Sacurity Ownership of Directors and Executive Officers

The following table states the number of shares of Sprint ‘s series 1 common stock benefictally owned, as of March 31, 2005, by each current
director, by each executive officer namad in the “—Summary Compensation Table” In ltem 11 and by all directors and executive officers as a
group. No Individual director or executive officer owned more than one percent of the outstanding shares of Sprint series 1 common stock. As a

group, the listed Individuals owned less than 1% of the outstanding Sprint common stock. Except as otherwise indicated, each Individual named
has sola investment and voling power with respect to the securities shown,

Sprint Series 1 Common Stock

Shares Shares

Covered by Represanted
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{1) These are shares that may be acquired upon the exarcise of stock options exsrcisable, or restricted stock units to be delivered, on or within
60 days after March 31, 2005, under Sprint's 1997 Long~term Stock Incentive Program.

(2) These are unvested restricted stock units for which Sprint will Issue the underlying shares of Sprint common stock after the unfis vest. There

are no voling rights with respact to these units. These amounts do not include any restricted stock uniis covered by footnote 1 or any 2005
restricted stock unit awards, Including awards for Outside Direcfors.

(3) Mr. Hance has been a director since February 8, 2005.

ftem 13. Certain Relationships and Related Transactions

Mr. Ausley, one of Sprint's Outside Directors who will not stand for re—election at the Sprint annual meeting, is an attorney and, until June 1, 2002,
tie was chairman at tha law firm of Auslay & McMullen. In 2002, 2003 and 2004, Ausiey & McMullen billad Sprint $283,377, $426,386 and
$502,384, respectively, for legal services provided ta certain afilliates, mainly in the areas of regulatory and litigation-related advice given primarily
to the local division. Danlel M. Ausley, the son of Mr, Ausley, owned directly or Indirectly a 50% interest in four.entities that lease space on celiular
telephone towers to numerous wireless providers, including Sprint’s wireless divislon. in 2002, 2003 and 2004, Sprint paid an aggregate of
$263,995, $214,260 and $214,260, respaciively, to thesa entities. In 2004, Danlel Ausley disposed of his interests in thess entities. The services
providad by both Ausley & McMullen and the entities in which Mr. Ausley's son had an Interest were provided on bases consistent with normal

practices, on substantially the same terms as those prevailing at the time for comparable services and Sprint engaged their respective services in
the ordinary course of business.

Dwayne Smith, the son of Mr, Smith, one of Sprint's Outside Directors who was determined by the board to be independent, Is a Senior Negotlator
in supply chaln management at Sprint and until October 2004 was a Product
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Manager in long distance at Sprint. In 2002, 2003 and 2004 he received $62,190, $67,067 and $74,196, respsctively, n salary and other

compensation. Dwayne Smith's employment at Sprint preceded his father’s election to the board. The compsnsation provided to Dwayne Smith is
consistent with that provided to other employees with equivalent responsibilities at Sprint.

Mr. Hance, ona of Sprint's Outslde Directors who was dotermined by the board to be independent, was slected to the board on February 8, 2005
from a group of candidates presented to the board by the Nominating and Corporate Governance Committee's independent saarch firm. Mr.
Hance was a Vice Chairman of Bank of America Comoration until January 31, 2005. Bank of America Corporation is a financial services holding
company, and in 2004 ks Investment banking subsidiary was retained to act as a co-advisor to Sprint In connaction with Sprint's February 2005
agresment to lease certaln of its wireless communications towers to Global Signal Inc. for approximately $1.2 billion in cash at the time of closing,
with Sprint's commitment fo sublease space on a substantial portion of those towers for a minimum of ten years, Bank of America Corporation'Is a
committed lender under Sprint's revolving credit agreement and its Long Distance accounts recelvable securitization facllity, Bank of America
Corporatlon also provides typical commercial banking servicss to Sprint and its subsidiaries. The services are provided on bases consistent with
normal Investment or commercial banking practices, on substantially the same terms as those prevailing at the time for comparable advisory roles,
and the engagement was entered into in the ordinary course of business. Mr. Hance had no personal invalvement with Sprint's angagemant of
Bank of America Corporation o provide these services or Bank of America Comoration's provision of thase services. The total fees pald by Sprint
to Bank of America Corporation for investment and commercial banking services In 2004 and proposed to be pald in 2005 are significaritly less
than 0.1% of Bank of America Corporation’s gross revenuss for fiscal year 2004. ’

Sprint engages a relocation company that, among other things, purchases the former residences of executive and professional level employaes to
faciiitate relocatlons made at Sprint's request. The relocation company then markets and sells the former residence without the involvement of the
employee. Sprint recelves any gain on the sale or reimburses the relocatlon company for any foss. Sprint is afso responsible for costs associated
with the malntenance and sale of the residence, including payment of a service fee to the relocation company. In 2003, Mr. Forses, Sprint's
Chairman and CEQ, Mr. Janzen, Sprint's President-Sprint Business Sofutions, and Bruce Hawthome, Sprint's Executive Vica Presldent and Chief
Staff Officer who left Sprint In February 2004, relocated to the Kansas City area. The relocation company purchased each officer’s former W
residence at an appraised value. The purchase prices for Mr, Forsee's, Mr. Janzen's and Mr, Hawthome's formner residences were $2,920,000,
$372,500 and $1,150,000, respectively. The relocation company later sold the residences for $2,200,000, $350,000 and $800,000, respectively.
Spiint paid the relocation company for the difference between the purchase and sals price in each case. Mr. Janzen and Michael Stout, Sprint's
Executive Vice Presidant-Chlef Information Officer, raceived shori-term equity advances under Sprint’s refocation policy of $250,000 and
$100,000, respactively, in connection with thelr relocations to the Kansas City area in 2003. These advances, secured by tha equity in these
executives' former residences, were provided by the relocation company under its agreement with Sprint. Under the terms of the agreement,

Sprint paid interest to the relocation company at an annual rate of between 4% and 4.25%. In each cass, the advances were outstanding for
approximately three months.

K

Item 14. Princlpal Accounting Feos and Services

Audit Feas

For professional services rendered for the audit of Sprint's 2004 consolldated financial statements, the reports on management's assessment
regarding the effectiveness of Sprint's intemnal control over financial reporting and the effectiveness of internal controf over financial reporting as

required by the Sarbanes-Oxley Act, and the review of the financlal statements included in Sprint's 2004 Forms 10~Q, KPMG billed Sprint & total
of $7.2 mllllon in 2004.

For professional services rendered for the audit of Sprint's 2003 conselidated financial statements and the review of the financlal statements
included in Sprint's 2003 Forms 10-Q, Emst & Young billed Sprint a total of $3.9 million in 2003,

These amounts also includa reviews of decuments filed with the SEC, accounting consultations related to the annual audit and preparation of
letters for underwriters and other requesting parties.
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Audit-Related Feas

For professional audit-related services rendered, KPMG billed Sprint a total of $1.9 million In 2004. Audit-related services in 2004 generally
Included support related to the proposed Sprint Nextel merger and other attestation services.

For professional audit-related services rendered, Emst & Young billed Sprint a total of $2.7 million in 2003, Audit-related services in 2003
generally included benefit plan audits, other attestation services, security controls compliance reviews, and advisory services related to Sprint's

preparation in 2003 for its 2004 assessment regarding the effectiveness of internal control aver financlal reporting as required by the
Sarbanes-Oxley Act.

Tax Fees

For professional tax sarvices rendered, KPMG bllied a total of $0.8 million in 2004. Tax services in 2004 primarily included support related to the
proposed Sprint Nextel merger and the contemplated spin—off of Sprint’s local telecommunications business,

For professional tax services rendered, Emst & Young bifled a total of $2.3 million In 2003. Tax services in 2003 generally Included domestic and
Iinternational corporate tax compliance, planning, and advice.

All Other Fees

In 2004, KPMG did not bill any fees in addition to the fess dascribad abova. In 2003, Emst & Young billed Sprint an aggregate of $0.2 million in
addition to the fees described above,

The Audit Committes considered whether the non-audit services rendered by KPMG in 2004 and Emst & Young in 2003 were compatible with
maintaining their independence as auditors of Sprint's financial statements. :

The Audit Committee has adopted policies and procadures concerming Sprint's Independent registered public accounting firm, including the
pra-approval of services to be provided. Sprint’s Audit Committes pre-approved all of the services described above that were provided after the
pra—approval requirsments under the Sarbanes-Oxley Act bacamae effective on May 8, 2003. Tha Audit Commities is responsible for the
pre-approval of all audit, audit-related, tax and non-audit services; however, pre-approval authority may be delegated to one or more members
of tha Audit Committas. The dotalls of any services approved under this delegation must be reported to the full Audit Committee at its next regular
mesting. Sprint's independent registerad public accounting firm is gensrally prohibited from providing certain non—audit services under Sprint's
policy, which is more restrictive than the regulations implementing the Sarbanes-Oxiey Act. Any permissible non-audit service engagement must
be specifically approved In advance by the Audit Committse. Sprint will provide quarterly reparting to the Audit Committee regarding all audit,
audit-ratated, tax and non-audit services provided by Sprint's independent registered public accounting firm.
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Part IV

ltam 15. Exhiblts, Flnancial Statement Schedules

(a) 1. Thae consolidated financlal statements of Sprint filed as part of this report are listed In the Index to Financlal Statements, Financial
Statement Schedule and Exhlbits. .

The consolidated financial statement schedule of Sprint filed as part of this report is fisted In the Index to Financial Statements, Financlal
Statement Schedule and Exhibits. Al other financial statement schedules are not required under the related Instructions, or are
inapplicable and therefore have been omitted.

3.  The following exhibits are filed as part of this report:
EXHIBITS
(2) Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession

(a) Agresment and Plan of Merger, dated as of December 15, 2004, by and among Sprint Comporation, Nextel Communications,

Inc. and S—N Marger Corp. (filed as Exhibit 2 to Sprint Corporation Current Report on Form 8-K filed December 17, 2004
and Incorporated herein by reference).

(3) Adticles of Incorporation and Bylaws:

(a) Restated Articles of incorporation, dated as of December 8, 2003 (filed as Exhibit 3(a) to Sprint Corporation Quarterly Report
on Form 10-Q for the quarter ended March 31, 2004 and Incorporated herein by reference).

(b) Cerlificate of Deslignation, Prefsrences and Rights of Preferred Stock-Sixth Series, dated as of April 23, 2004 (filed as

Exhibit 3(b) to Sprint Corporation Quartarly Report on Form 10-Q for the quarter ended March 31, 2004 and incorporated
herein by reference).

(o) Certificate of Elimination of Designations of Prefemed Stock-Eighth Series, dated as of April 23, 2004 (filed as Exhibit 3(c) to

Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended March 31, 2004 and incorporated hereln by
referencse).

(d) Bylaws, as amended (filed as Exhibit 3{d) to Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended March
31, 2004, and incorporated herein by reference).

(4) Instruments defining the Rights of Sprint's Security Holders:

{a) The rights of Sprint’s equity security holders are defined in the Fifth, Sixth, Seventh and Eighth Articles of Sprint's Articles of
Incorporation. See Exhibits 3(a), 3(b) and 3(c).

{b) Provislon regarding Kansas Control Shara Acquisition Act Is In Article I, Section 5 of the Bylaws. Provisfons regarding
- Stackholders' Mestings are set forth in Article 11l of the Bylaws. Ses Exhlbn 3(d).



{c)

(d)

(e)

Sscond Amended and Restated Rights Agreement, betwaen Sprint Corporation and UMB Bank, n.a., as Rights Agent,
dated as of March 16, 2004 and effective as of April 23, 2004 (filed as Exhibit 1 to Amendment No. 5 to Sprint Corporation
Registration Statement on Form 8-A relating to Sprint's Rights, filed April 12, 2004, and incorporatad herein by reference).

Indenture, dated as of October 1, 1998, among Sprint Capital Corporation, Sprint Corporation and Bank One, N.A., as
Trustee (filed as Exhibit 4(b) to Sprint Corporation Quarterly Report on Form 10-Q for the quarter snded September 30,
1998, and incorporated herein by refarencs), as supplemented by the First Supplemental Indenture, dated as of January 15,
1999, among Sprint Capital Corporation, Sprint Corporation and Bank One, N.A,, as Trustee (filad as Exhibit 4(b) to Sprint
Corporation Current Report on Form 8-K dated Faebruary 2, 1989 and Incorporated herein by reference), and as
supplemanted by the Second Supplemental Indenture dated as of October 15, 2001, among Sprint Capital Corporation,
Sprint Corporation and Bank One, N.A. as Trustee (filed as Exhibit 99 to Sprint Corporation Current Report on Form 8-K/A
dated October 17, 2001 and incarparated herein by referance).

Indenturs, dated as of October 1, 1998, between Sprint Corporation and Bank Ona, N.A., as Trustes (filed as Exhibit 4(a) 1o
Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended September 30, 1988, and incorporated herein by
reference), as supplemented by the First Supplemental Indenture, dated as of January 15, 1999, between Sprint
Corporation and Bank One, N.A,, as Trustee (filed as Exhibit 4(a) to Sprint Corporation Current Report on Form 8-K dated
February 2, 1999 and incorporated herein by referencs).
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{10) Material Agreements:

(10

@

(b)

{©

Registration Rights Agreemen, dated as of November 23, 1988, amang Sprint Corporation, TCI Telephony Services, Inc.,
Cox Communications, Inc., and Comcast Corporation (filed as Exhlbit 10.2 to Amendment No. 1 to Sprint Corporation
Registration Statement on Form S-3 (No. 333~64241) and incorporated herein by reference).

364-Day Credit Agreement, dated as of June 22, 2004, among Sprint Corporation and Sprint Capifai Corporation, as
Borrowers, the initlal Lenders namad therein, as Initial Lenders, Citibank, N.A., as Administrative Agent, Citigroup Global
Markats Inc. and J.P. Morgan Securities Inc., as joint lead amangers and as book managers, J.P. Morgan Chase Bank, as
syndication agent, and Bank of America, N.A., Deutsche Bank A.G. New York Branch and UBS Loan Finance LLC, as
documentation agents (filed as Exhibit 10(a) to Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended
June 30, 2004 and incorporated herein by reference).

Agreement to Contribute, Lease and Sublease, dated as of February 14, 2005, among Sprint Corporation, ceitain
subsidiaries of Sprint Corporation and Global Signal Inc., including as Exhibit D the Form of Leass and Sublease Agreament

(ﬁlfed as e;(hibit 10 to Sprint Corporation Current Report on Form 8~K dated February 14, 2005 and incorporated herein by
reference).

Executive Compensation Plans and Arrangements:

(d)

(e)

®

()]

{n)

0

(k)

U]

(m)

Executive Defemred Compensation Plan, as amended, including summary of ceriain Amendments to the Executive Deferred
Compensation Plan (filed as Exhibit 10.2 to Sprint Corporation Current Report on Form 8-K dated October 11, 2004 and
Incorporated herein by reference).

Management Incentive Stock Option Plan, as amended (filed as Exhibit 10(d) to Sprint Carporation Quarterly Report on
Form 10~-Q for the quarter ended March 31, 2004 and Incorporated herein by referenca).

1997 Long~Tem Stock Incentive Program, as amended (filed as Exhibit 10.4 to Sprint Corporation Current Report on Form
8-K dated October 11, 2004 and incorporated herein by refarence).

Sprint Supplemental Executive Retirement Plan, as amended (filed as Exhibit 10(]) to Sprint Corporation Annual Report on
Form 10-K/A for the year ended December 31, 2001 and incorporated herein by referenca).

Amended and Restated Cente! Diractors Deferred Compensation Plan (filed as Exhibit 10(c) to Sprint Corporation Quarterly
Report on Form 10-Q for the quarter ended March 31, 2004 and incorporated hereln by reference).

Management Incentive Plan, as amended {flled as Exhibit 10.1 to Sprint Corporahon Current Report on Form 8-K dated
October 11, 2004 and incorporated herein by referencs).

Summary of 2005 Salarles and Short-Term Incentive Compensation of Named Executive Officers.”

Retirement Plan for Directors, as amended (flled as Exhibit 10(u) to Sprint Corporation Annual Report on Form 10-K for the
year ended Decamber 31, 1996 and incorporated herein by referance).

Key Management Benefit Plan, as amended (filed as Exhibit 10(g) to Sprint Corporation Quarterly Report on Form 10-Q for
the quarter ended September 30, 1996 and incorporated herein by reference).

Agreement Regarding Special Compensation and Post Employment Restrictive Covenants between Sprint Corporation and
one of its Executive Officers (Mr. Belts) (filed as Exhibit 10(h) to Sprint Corporation Quarterly Repart on Form 10-Q for the
quarter ended March 31, 1996 and incorporated hereln by reference).



n

(0)

Diractor's Deferred Fes Plan, as amended (filed as Exhlbit 10.1 to Sprint Corporation Current Report on Form 8~K dated
February 8,'2005 and Incorporated herein by reference).

Form of Indemnification Agreements between Sprint Corporation and its Directors and Officers (filed as Exhibit 10(e) to

Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended June 30, 2003, and Incorporated herein by
reference),
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2]

(a)

)

(s)

®

(v

™

W)

3]

)

@

(as)

(bb)

(co)

{dd)

Summary of Executive Officer Benefits and Board of Directors Benefits and Fees (filed as Exhibit 10.6 to Sprint Corporation
Current Report on Form B-K dated February 8, 2005 and incorporated hereln by reference). 4 ome

Executive Agreement dated as of July 30, 2001 by and among Sprint Corporation, Sprln.tIUniled Management Company,

and Len Lauer (filed as Exhibit 10(bb) to Sprint Corporation Annuat Report on Form 10-K/A for the year ended
31, 2001 and incorporated herein by reference). year ended Dacemoer

Employment Agreement dated as of March 19, 2003, by and among Sprint Corporation, Sprint/United Management

Company and Gary D. Forses (filed as Exhibit 10(c) to Sprint Corporation Quarterly Report on Form 10-Q for the quartar
ended March 31, 2003 and incomporated herein by reference).

Amendment No. 1 dated as of December 15, 2004, to the Employment Agreement dated as of March 19, 2003 by and
among Sprint Corporation, Sprint/United Management Company and Gary D. Forses (filed as Exhiblt 10 to Sprint
Corporation Current Report on Form 8~K dated December 15, 2004 and Incorporated herein by reference).

Employment Agreaments and other compensation arrangements with certain of lts Executive Officers (Messrs. Blessing,
Dellinger, Fullar, Gerke, Janzen, Kissinger, Stout and Ms. Walker) (filed as Exhibit 10(x) to Sprint Corporation Annual Report
on Form 10~K for the year ended December 31, 2003 and incorporated hersin by reference).

Employment Agreement between Sprint Corporation and one of its Executive Officers (Mr. Kelly) (filed as Exhibit 10(h) to

Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 and incorporated herein by
reference).

Summary of Sprint Retention Program.*

Form of 2003 Award Agreement (awarding restricted stock units) with Directors (filed as Exhibit 10(g) to Sprint Corporation
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 and incorporated herein by rafarence).

Form of 2003 Award Agresment (awarding restricted stock units and stock options) with Executive Officars (filed as Exhibit
10(h) to Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended June 30, 2003 and incorporated herein by
reference).

Form of Election relating to 2003 Executive restricted stock unit awards (filed as Exhibit 10(f) to Sprint Corporation Quarterly
Report on Farm 10-Q for the quarter ended March 31, 2004 and incarporated herein by reference),

Form of 2004 Award Agreement (awarding stock options and restricted stock units) with Messrs. Forses, Fuller and Lauer
(fited as Exhibit 10(a) to Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 and
Incorporated herain by reference),

Form of 2004 Award Agreement (awarding stock options and restricted stock units) with other Executive Officers (filed as
Exhibit 10(b) to Sprint Corporation Quarterly Report on Form 10-Q for the quarter ended September 30, 2004 and
incorporated hereln by reference).

Form of 2004 Award Agreement (awarding restricted stock unlts) with Directors (filed as Exhibit 10(c) to Sprint Corporation
Quartsrly Report on Form 10-Q for the quarter ended September 30, 2004 and incorporated harein by referencs).

Form of 2005 Award Agreament (awarding restricted stock units) with Directors (filed as Exhibit 10.2 to Sprint Corporation
Currant Report on Form 8-K dated February 8, 2005 and incomporated herein by reference).

Form of 2005 Award Agreement (awarding stock options and rastricted stock units) with Messrs, Forsee and Lauer.”



(ee) Form of 2005 Award Agreement (awarding stock options and restricted stock units) with Mr, Fuller.*

(f) Form of 2005 Award Agreemaent (awarding stock options and restricted stack units) with other Executive Officers.*
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(12) Computation of Ratio of Earnings to Fixed Charges

(21) Subsldiaries of Registrant

(23) (a) Consent of KPMG LLP, Independant Registered Public Accounting Firm

{(23) (b) Consent of Ernst & Young LLP, Independent Reglstered Public Accounting Firm

(31) (@) Certification of Chief Executive Officer Pursuant to Securities Exchange Act of 1934 Rule 13a~14(a).

(b) Certiflcation of Chlef Financlal Officer Pursuant to Securities Exchangs Act of 1934 Rule 13a~14(a).

(32) (8) Centification of Chief Exacutive Officer pursuant to 18 U.S.C, Section 1350, As Adopted Pursuant to Section 906 of the
Sarbanes-Oxiey Act of 2002,

(b) Cerification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, As Adopted Pursuant to Section 906 of the
Sarbanes—Oxlay Act of 2002,

* Previously filed with Form 10-K.

Sprint will furnish to the SEC, upon request, a copy of the instruments defining the rights of holders of its long~term debt. The total amount of
securitles authorized under any of said instruments (other than thoss listed above) does not exceed 10% of the total asssts 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 reglstrant has duly caused this report to ba signed
on its behalf by the undersigned, thereunto duly authorized.

SPRINT CORPORATION

(Registrant)

By /s/ JonnP.Mever

John P. Meyer
Sanior Vica Prasident and Controllar
Princlpal Accounting Officar

Date: April 28, 2005
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MANAGEMENT REPORT

Sprint Corporation's management is responsible for the Integrity and objectivity of the information contalned in this document. Management is

responsible for the consistency of reporting this information and for ensuring that accounting principles generally accepted In the United States are
used.

In discharging this responsibility, management malntains a comprehensive system of internal controls and supports an extensive program of
internal audits, has made organizational arrangements providing appropriate divislons of responsibility and has established communication
programs almed at assuring that its policies, procedures and principles of business conduct are understood and practiced by its employess.

Tha 2004 financial statements included in this document have been audited by KPMG LLP, independent registered public accounting firm. All
pravious periods’ financial statements included in this document have baen audited by Emst & Young LLP, independent registered public

accounting firm. All audits were conducted using standards of the Public Company Accounting Oversight Board (United States) and KPMG's and
Emst & Young's reports and consents ara Included hereln.

The Board of Directors’ responsibility for thesae financial statements Is pursued mainly through its Audit Committee. The Audit Committee,
composed sntirely of directors who are not officers or employees of Sprint, meets periodically with the intemal auditors and independent registered
public accounting firm, both with and without management present, to assure that their respaective responsibilities are being fulfilled. The internal

auditors and independent registered public accounting firn have full access to the Audit Committee to discuss auditing and financial reporting
matters.

Is/ GaryD. Forsee

Gary D, Forses
Chairman and Chief Executive Officer

Is! Robert J. Dellinger

Robert J. Dellinger
Executive Vice President and Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Sprint Corporation:

We have audited the accompanying consolldated balance shest of Sprint Corporation and subslidlaries as of December 31, 2004, and the related
consolldated statements of operations, comprehensive income {loss), cash flows, and shareholders' equity for the year ended December 31,
2004. In connection with our audit of the consolidated financial statements, we also have audited the financial statement schedule, Schedule Il—
Consolidated Valuation and Qualifying Accounts. These consolidated financial statements and the financial statement scheduls are the

responsibility of the Company's management. Our responsibility is to express an opinion on these consolidated financial statements and the
financial statement schedule 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 financlal statements are free of material
misstatement, An audit inciudes examining, on a test basls, evidence supporting the amounts and disclosures In the financlal statements. An audit
also includes assessing the accounting principles used and significant estimates made by managsmaent, as well as evaluating the overall financial
statement presentation. We belleve that our audit provides a reascnable basis for our opinion.

In our opinion, the consolidated financial statements raferred to above present fairly, in all material respacts, the financlal position of Sprint
Corporation and subsldiaries as of December 31, 2004, and the results of their operations and thelr cash flows for the year ended December 31,
2004, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related financial scheduls, when considered In
relation to the basic consolidated financial statements taken as a whole, presents fairly, in all material respects, the information set forth therein.

Wa also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the effectiveness of .
Sprint Corporation's internal control over financial reporting as of December 31, 2004, based on criteria established In Infernal Control—Integrated
Framework issuad by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), and our report dated March 10, 2005
expressed an unqualified opinion on management's assessment of, and the effective aperation of, intemal control over financlal reporting.

. Isl KPMG LLP
Kansas City, Missouri )

March 10, 2005
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Sharsholders
Sprint Corporation:

We have audited management's assessment, included in Management's Repart on Internal Control over Financial Reporting, appearing in Item
9A. Contrals and Procedures, that Sprint Corporation maintained effective intemal control over financial reporting as of December 31, 2004, based
on ctiteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSQ). Sprint Corporation's management is responsible for maintaining effeclive Intemal control over financlal reporting and for its
assassment of the effectiveness of intenal control over financial reporting. Qur responsibility s to express an opinion on management's
assessment and an opinion on the effectiveness of the Company’s internal control over financial repotting 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 effective internal control over financial reporting was
maintalned [n all material respects. Our audit included obtalning an understanding of intemnal control over financial reporting, evaluating
management's assessment, testing and evaluating the deslgn and operating effectiveness of intemal control, and performing such other
procedures as we considered necessary in the circumstances. We belleve that our audit provides a reasonable basis for our oplnion.

A company's intemal 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 extemal purposes in accordance with generally accepted accounting principles. A
company's internal control over financia! reporting includes thase policies and pracaduras that (1) pertaln to the maintenanca of racords that, In
reasonable detall, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to 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.

Becauss of its inherent limitations, intemal controf over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectivenass 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 deleriorate.

In our oplnlon, management's assessmant that Sprint Corporation maintained effective internal control over financial reporting as of Dacember 31,
2004, Is fairly stated, In ali material respects, based on criteria established in Infernal Control—Integrated Framework issued by the Commities of
Sponsoring Organizations of the Treadway Commission (COSO). Also, in our opinion, Sprint Corporation maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2004, based on criteria established in Infemal Control—Integrated Framework
Issued by the Committee of Sponsoring Organizations of the Treadway Commission {COSO).

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated
balanca sheet of Sprint Corporation and subsidiaries as of December 31, 2004, and the related consolidaled slatements of operations,
comprehensiva income (loss), cash flows, and shareholders’ equity for the year ended December 31, 2004, and our report dated March 10, 2005
exprassed an unqualified opinion on those consolidated financlal statements.

Ist KPMGLLP
Kansas City, Missouri
March 10, 2005



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders
Sprint Corporation:

We have audited the accompanying consolidated balance sheet of Sprint Corporation (Sprint) as of December 31, 2003, and the related
consolidated statements of operations, comprehensive income (loss), cash flows and shareho!ders’ equity for each of the two years in the period
ended December 31, 2003. Our audits also included the financlal statement schadule for the two years in the period ended December 31, 2003
listed in the Index to Financial Statements, Financial Staternent Schedule, and Exhibits. These financial statements and the schedule are the

responsibility of the management of Sprint. Our responsibllity is to express an oplnion on these financial statlements and the schedule based on
our audits.

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 audit to obtain reasonable assurance about whether the financlal statements are fres of material
misstatement. An audit includes consideration of intemal controf over financial reporting as a basis for designing audit procedures that are
approprata in the clrcumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's intemnat control over
financial reporting, Accordingly, we express no such opinion. An audit also Includes 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. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, In all material respects, the consclidated financlal position of Sprint at
Descamber 31, 2003, and the consolidated results of its operations and its cash flows for each of the two years in the pariod ended December 31,
2003, in conformity with U.S. generally accepted accounting principles. Also, in our opinlon, the related financial statement schedule for the two
years in the perlod ended December 31, 2003, when considered in relation to the basic financlal statements taken as a whole, presents falrly in afl
material respects the information set forth therein.

As discussed in Note 1, Sprint adopted SFAS No, 123, Accounting for Stock-Based Compsnsation, as amended by SFAS No. 148, Accounting for
Stock-Based Compensation—Transitlon and Disclosure, an Amendment of FASB Statement No. 123, effective January 1, 2003; and, as

discussed in Nots 6 of the Notes to Consolidated Financial Statements, Sprint adopted SFAS No. 143, Accounting for Asset Retirement
Obligations, effective January 1, 2003. ) )

Is! Ernst & Young LLP
Kansas City, Missour

February 3, 2004, except for
Note 2, as to which the date Is April 23, 2004, and
Note 21, as to which the date is November 2, 2004
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CONSOLIDATED BALANCE SHEETS
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-CONSOLIDATED BALANCE SHEETS (continued)
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CONSOLIDATED STATEMENTS OF CASH FLOWS
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Sprint Corporation

1. Summary of Significant Accounting Policles

Basls aof Consolldation and Presentation

The consolidated financial statements include the accounts of Sprint, its wholly owned subsidiaries and subsidiaries it controls. Investmants in
entities in which Sprint exerclses slgnificant influence, but doss not control, are accounted for using the equity method (see Note 4).

The consolidated financial statements are prepared using accounting principles generally accepted in the United Statas. These principles require
management to make estimates and assumptions that affect the raported amounts of assets and liabllities, tha disclosure of contingent assets and
liabilities, and the reported amounts of revenues and expenseas, Actual results could differ from those estimates.

Certain prior~year amounts have been reclassified ta conform to the current-year presentation. These reclassifications had no effect on the
results of operations or shareholders' equity as previously reported.

Classification of Operations

Sprint offers an extensive range of innovative communication products and solutions, including wireless, long distance voice and data transport,
global Intemnet Protocol or (IP), local and multiproduct bundles. Sprint's business Is divided into three segments: Wireless, Local and Long

distance operalions. At year-end 2004, Sprint had approximately 59,800 active employees. Approximately 7,300 employees were representad by
unions.

Wiraless

Wireless has licenses to serve the entire U.S. population, including Puerto Rico and the U.S. Virgin Islands. Wireless uses a single frequency
band and a single technology. Wireless provides nationwide service through a combination of operating its own digital network in major U.S.
metropolitan areas, affillating under commercial amangements with other companies that use CDMA and reaming on cther providers’ networks.

Local

Local consists mainly of regulated incumbent local phone companies. Local provides local voice and data services, Including digital subscriber line
(DSL), for customers within its franchise territorles, access by phone customers and other carriers to the local network, nationwide long distance
services to customers located within its franchise tenitories, sales of telecommunications equipment, and other services within specified calling
areas to residential and business customers,

Long distance

Long distance provides a broad suite of communications services targeted to domestic business and residential customers, multinational
corporations and other communications companles. These services include domestic and international voice, data communications using various
protocols such as Intemet Protocol (IP) and frame relay and managed network services,

Sprint determined that business conditions and events ocourring in the 2004 third quarter and impacting its Long distance operations constituled a
*triggering event” requiring an evaluation of the recaverabllity of the Long distanca long-fived assets pursuant to SFAS No. 144, Accounting for the
Impairment or Disposal of Long~Lived Assets. Sprint reevaluated its strategy and financial foracasts in the 2004 third quarter resulting In a $3.52
billion pre—tax non-cash impairment charge to the carrying value of the Long distance long-lived assets. Sea Note 7 for additional Information.

Income Taxes

Sprint records deferad income taxes based on temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. .
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Revenus Recognition

Sprint recognizes operating revenues in accordance with Staff Accounting Bulletin No. 104, Revenue Recognition, and the Emergling Issuss Task
Force Consensus No. 00-21, Revenue Arrangements with Muitiple Deliverables (E\TF No. 00-21). Operating revenues are recognized as
services are rendered or as products are delivered to customers, Certaln of Sprint's bundled products and services, primarily in Wireless, have
been detemmined to be revenue arrangemeants with multiple deliverables. Total consideration recelved in these arangements is allocated and
measured using units of accounting within the arrangement based on relative falr values.

Wireless offerings include wireless phones and service confracts sold together in its company-owned storas. The activation fes ravenus
assotiated with these direct channel sales is racognized at the ime the related wireless phone is sold and Is classified as equipment salss.

Wireless activation fees eamed prior to the 2003 third quarter adoption of EITF No. 00-21 are baing deferred and amortized over the average life
of the subscribar.

Cortain Wireless activation fees assoclated with unbundied sales continue to be deferred and amortized over the average life of the subscriber.
. Certain Local Installation fees are deferred and amoriized over the averaga life of the customer.

Advertlsing Expense

Spriint recognizes advertising expsnse as incurred, These expenses Include production, media and other promotional and sponsorship costs.
Advertising expenses totaled $989 million in 2004, $946 million in 2003, and $1.0 billion In 2002.

Cash and Equlvalents

Cash equivalents generally include highty liquid investments with otiginal maturities of three months or less. These investments include money
market funds, U.S. Govemment and Govemment—Sponsored dabt securities, corporate debt securities, municipal securities, repurchase
agreements, and bank-related securities. All securities meet Sprint's investment policy guidelines and are stated at cost, which approximates
market value. Sprint uses conirolied disbursement banking arrangements as part of its cash management program. Outstanding checks included
in accounts payable totaled $175 million at year-end 2004 and $208 milllon at year~end 2003. Sprint had sufficlent funds available to fund the
outstanding checks when they were presented for payment.

Allowance for Doubtful Accounts

This reserve reflects the estimate of accounts receivable collectibility and requires management's judgement based on historical trending, industry
norms and recognition of current market Indicators about general economic conditions, which are predictive of the future economic viabllity of our
customer base,

lnvestmanis In Dabt Securlities

Investments in marketable debt securities are classified as avallable for sale and reported at fair value, based on quoted market prices. Interest on
investmants In debt securities is reinvasted and recorded in "Other income (expense), net” in the Consolidated Statements of Operations. Gross
unrealized halding gains and {osses ara reflected on the Consolidated Balance Sheets as adjustments to “Shareholders’ equity—Accumulated
other comprehensive income (foss)," net of related income taxes,

Investments In Equity Securitles

Investments in marketable equity securities are classified as available for sale and reported at fair value, based on quotad market prices. Galns
and losses are recognized using an average cost method. Gross unrealized holding gains and losses are refiscted on the Consolidated Balance
Sheats as adjustments to “Shareholders' equity—Accumulated other comprehensive income (loss),” net of related income taxes. Impalrment
lossas on investmants in equity securities are recorded o *Other incoma (expense), net” in the Consolidated Statements of Operations when an
investment's market vatue declines below Sprint's cost basis on an other than temporary basls.

Inventories

Inventories in Local and Long distance are stated at the lowar of cost or market. Inventories of handssts In Wireless are stated at the lower of cost
or replacement value. Cost is princlpally determined on a first-in first-out method.
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Property, Plant and Equipment

Proparty, plant and equipment Is recorded at cost. Generally, ordinary asset retirements and disposals are charged against accumulated

depreciation with no gain or loss recognized. The cost of property, plant and equipment is generally depraciated on a straight-lins basis over
estimated economic useful lives. Repair and maintenance costs are expensed as incurred.

In 2004, Sprint extended the depraciable life of certain high-capaclty transmission equipment from eight years to twelve years dus to slower
anticipated evolution of technology. This extension In life decreased the 2004 depreciation expense In Long distance by approximately $74 million.

Network asssts principally consisted of switching equipment and cell site towers, basa transcelver stations, other radlo frequency equipment,
metallic cable and wire facllitlas, digital fiber-optic cable, condult, poles, other central office and transport facililies, and transmission~-related
equipment. Asset lives generally ranged from three to 30 years, with 67% of the balance having lives between six and 15 years.

Building and Improvements principally cansisted of owned general office faciflties, leasehold improvements and retall stores. Asset lives ranged
from five to 30 years, with 51% of the balance having lives between five and ten years.

Adminlstrative assets principally consisted of fumiturs, information technology equipment and vehicles. Asset lives ranged from three to 30 years,

with 49% of the balanca having lives between three and five years, Other assets princlpally consisted of projects under construction and land.
These assets are not generally depreciable.

Sprint's gross property, plant and equipment aggregated by asset type was as follows:

Decsmber 31,
2004 2003
i . . . . {milions}
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Grosa property, plant and equipment

Sprint's gross property, plant and equipment aggregated by business function was as follows:

December 31,

ISR+ iy TSR
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Capltalized Interest

Capitalized interest totaled $57 million in 2004, $59 million In 2003, and $90 million In 2002. Capitalized Interest l§ Incurred in connection with the
construction of capital assets. SFAS No, 34, Capitalization of Interest Costs, requires that assets under construction be Incuming interest cost
through the payment of cash or incurrence of an interest~bearing liability in arder to qualify for interast capitalization.

Goodwlll and Other Intangibles »

Effective January 1, 2002, Sprint adopted Statement of Financial Accounting Standards (SFAS) No. 142, Goodwill and Other Intangible Assefs.
Upon adoption of this statement, amartization of goodwill and indefinite life intangibles ceased, and accumulated amortization as of December 31,
2001 reduced the camying value of these assets.
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Goodwill

Goodwill represents the excess of the purchase price over tha fair value of the net assets acquired in business combinations accounted for as
purchasss. The book value of goodwill was $4.4 billion at December 31, 2004 and 2003 with virtually all attributed te Wireless. Sprint evaluates
goodwill for impairment on an annual basis and whenever events or clrcumstances indicate that these assets may be impaired. Sprint determines
impairment by comparing the nst asssts of each raporting unit, identified as Sprint's operating segments, to the respective fair value. In the event
a unit's net assels exceed its fair value, an implled fair value of goodwill must be determined by assigning the unit's fair value o each asset and
liability of the unit. The excess of the fair valus of the reparting unit over the amounts assigned to its assets and fiabilities Is the implied falr value of
goodwill. An impairment loss is measured by the difference betwean the goodwill canrying value and the implied falr valua,

Indefinite Life Intangibles

Sprint identified spectrum licenses and Sprint's trademark as Indefinite life Intangiblss after considering the expected use of the assels, the
regulatory and economic environment within which they are being used, and the effects of obsolsscence on their usa,

Wireless acquired spectrum licenses from the FCC to operate as a PCS service provider. Additionally, Wireless incurred costs related to
microwave relocation to facllitate use of the spactrum licenses. Long distance acquired spectrum licenses when the broadband fixed wireless
companies were acquirad in 1999, Spactrum licenses are integral to the operation of our business, and in fact, we cannot operate major portions
of our business without them. As long as Sprint acts within the requirements and constraints of the regulatory authorities, the renewal and
extension of its licenses is reasonably certain at minimal cost. Spectrum licenses authorize wireless cariors to use radio frequeancy spectrum. That
spectrum Is a renewabla, reusable resource that does not deplete or exhaust over time. At present there is no competing technology on the
harizon that would render spectrum obsolete. Currently, there are no changes In tha competitive or legislative environments that would put In
question the future need for spectrum licenses.

The Sprint trademark is a highly respected brand with positive connolations. Current market assessments rank it as one of the most recognizable

brands in the United States. Sprint has no legal, regulatary or contractual fimitations assoclated with Its trademark. Sprint cultivates and protects
the use of its brand,

Sprint evaluates the recoverability of indeflnite lived Intangible assets on an annual basls and whenever events or circumstances indicate that
these assets might be impalred, Sprint determines impairment by comparing an asset's respective carrying value to estimates of fair value using
the best information available, which requires the use of estimates, judgements and projections. In the event impairment exists, a loss is
recognized based on the amount by which the carrying value exceeds the fair value of the asset.

As of Dacember 31, 2004, no impairments existad. In the 2003 third quarter, Long distance recorded a pre-tax, non-cash charge of $1.2 billion
related to the write~down in the carrying value of its Broadband Radio Services (BRS) spectrum.

The book value of indefinite life intangibles was $3.4 billion at December 31, 2004 and 2003.
- Definite Lifa Intangibles

Definite life intangibles include tha valus of Sprint’s patents and the value assoclated with acquired Wireless subscriber bases. In 2002, the
intangible associated with the Wireless subscriber base of approximately $746 milllon became fully amortizad, at which tima the accumulated
amortization reducad the carrying value of tha asset. In 2004, Sprint acquired a subscriber base with a value of $35 million. Sprint evaluates the
racaverabllity of definita life intangible assets when events or circumstances indicate that thess assets might be Impalred. Sprint determines
impairment by comparing an asset’s respective camying value to eslimates of the sum of the future cash flaws expected to result from Sprint's
asset, undiscounted and without interest charges. If tha carrying amount is more than the recoverable amount, a loss Is recognized based on the
amount by which the canrying value exceeds the falr value of the asset. Definite life Intangibles are amortized over their useful lives, which at
year~end 2004 averaged a little over 5 years. Amortization on these assets totaled $8 willion in 2004, $1 million in 2003, and $4 miltion in 2002.

Restructuring Activity

in June 2002, the Financial Accounting Standards Board (FASB) issued SFAS No. 146, Accounting for Costs Associated with Exit or Disposal
Activities. This standard provides accounting guidance for costs assoclated with
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exit or disposat activitias and nullifies Em?rglng lssues Task Fores (EITF) Issus No. 84-3, Liabliity Recognition for Certain Employee Termination
Benelits and Other Costs to Exit an Activity (Including Certain Costs Incurred In a Restructuring). This standard revised guldance on when a

iability for a cost associated with an exit or disposal activity is Incurred. Sprint adopted this standard effective January 1, 2003 for restructuring
activities occurring after that date. :

Eamings per Share

Sprint’s dilutive securitles consist of options, restricted stock units and Employee Stock Purchase Plan (ESPP). In 2004 and 2003, dilutive
securitles were antidilutive in calculating loss per share bacause Sprint Incutred losses from continuing operations. Although not used In the

determination of earnings per share for 2004 and 2003, Sprint’s dilutive securities totalad 12.3 milllon shares in 2004 and 3.0 million shares in
2003. Sprint’s dilutive securities totaled 3.8 million shares in 2002,

Certain options have been granted with exercise prices which are currently higher than market. These options are considered antidllutive and have

not been included in the dilutive calculation. Sprint's antidilutive securities totaled 88 miltlon shares in 2004, 103 million shares In 2003, and 119
milllon shares in 2002.

Stock-based Compensation

Effective January 1, 2003, Sprint adopted SFAS No. 123, Accounting for Stock-Based Compensation, as amended by SFAS No. 148, Accounting
for Stock~Based Compensation—Transition and Disclosure, an Amendment of FASB Statement 123, using the prospactive method. Upan
adoption Sprint began expensing the fair value of stock-based compensation of all grants, modifications or settlements made on or after January
1, 2003. The following table lllustrates the effect on net income and eamings per share of stock-based compensation Included in net income and

the effect on net income and eamings per shara for grants issued on or befors Decembar 31, 2002, had Sprint applied the fair value recognition
provisions of SFAS No. 123.

Compensation costs are expensed aver the vesting period of the award using the siyaight~fine method. The amount of compensation cost
recognized at any data Is at least equal to the vested portion of the award.
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Sprint recognized pre-tax charges of $81 million and $37 million in 2004 and 2003 related to stock-based grants issued after December 31, 2002.
In 2002, pre~tax charges of $7 millicn were recognized for grants of restricted stock made in 2002 and previous years,

In 2004, Sprint recognized pre-tax charges of $48 million of non-cash expensa related to the recombination of FON common stock and PCS
cormion stock. As required by SFAS No. 123, Sprint accounted for the converslon of PCS stock options to FON stock options as a modification

and accordingly applied stock option expansing to FON stock options resulting from the conversion of PCS stock options granted before January
1, 2003,

in 2003, Sprint recagnized pre-tax charges of $15 milllon for non—cash expense In connection with separation agreements betwaen Sprint and
William T. Esrey, former chairman and chief execullve officer, Ronald T. LeMay, former president and chief operating officer, and J. Richard
Davlin, former executive vice president — general counsel, extemal affairs and corporate secretary. The charg?s ware assoclated with accounting
for modifications which accelerated vesting and extended vesting and exerclse periods of stock options granted in prior periods, as required by
SFAS No. 123. Most of the FON stock options had exercise prices that were approximataly two times the market price at the modification date,
while most of the PCS stock options had exercise prices that wete five times the market price at the modification date.
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2. Recombination of Tracking Stock )

On April 23, 2004, Sprint recombined its two tracking stocks. Each share of PCS common stock automatically converted into 0.5 shares of FON
common stack, As of April 23, 2004, the FON Group and the PCS Group no longer exist, and FON common stock represants all of the aperations
and assels of Sprint, Including Wireless, Local and 1.ong distance operalions. This event is generally reflected in the presentation of these financial
statements as if the recombination had occumed as of the earilest pariod prasented. ! .

Shareholders’ Equity

The conversion of PCS common stock Into FON common stock resuited in an increase In FON common stock outstanding of 518.5 million shares
as of April 23, 2004. Although Sprint's Articles of Incorporation continue to authorize PCS common stock following the conversion of PCS common
stock, Sprint's board of directors adopted a resolution prohibiting the issuance of any shares. Sprint intends to submit to a vote of stockholders at
its 2005 annual mesting of stockholders amended and restated Articles of Incorporation which would delete references to tha PCS common stock.

Earnings Per Share

All per share amounts have been restated, for all periods presented, to reflect the recombination of mé FON common stock and PCS common
stock as of the sarliest period presented at an identical conversion ratio (0.50). The conversion ratlo was also applied to dilutive PCS securities

(malnly stock options, employee stock purchase plan shares, convertible preferred stock, and restricted stack units) to determine diluted weighted
average shares on a consolidated basis.

Following is previously reported eamings per share informatlon for the FON Group and the PCS Group:
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(1) As the effects of including polentially dilutive PCS securnities were anlidilutive, thay were not Included In the diiuted welghtad averaga common shares outstanding for the
PCS Group, nor were they included In the calculation of diluted esmings per share.

{2) Eamings par share amounts may not add due to rounding.
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3. Proposed Merger and Contemplated Spin—off

In December 2004, the boards of direciors of Sprint Corporation snd Nextel Communieations, Inc. sach unanimously approved a strategic merger
combining Sprint and Nextel in what we intend to be a “merger of equals.” When the proposed merger is completed, Sprint will change its name to
Sprint Nextel Corporation and the Sprint Nextel common stock will be quoted on the New York Stock Exchange. Existing shares of Sprint common
stock will remain outstanding as Sprint Nextel common stock as Sprint is the acquiring entity. Under the terms of the merger agreement, at closing
each share of Nextel class A common stock and Nexte! class B common stock will be converted Into shares of Sprint Nextel common stock and

Sprint Nextal non~voting common stock, respectively, as well as a small per shara amaunt of cash, with a total value expected to equal 1.3 shares

of Sprint Nextel common stock, Nextel zero—~coupon, convertible, redeemable preferred stock will ba converted inte Sprint Nextel zero-coupon,
convertible, redeemable preferred stock. :

The proposed merger Is subject to shareholder approval, as well as various regulatory approvals. It Is also subject to other custamary closing
conditions and Is expected to be completed in the second half of 2005.

Sprint and Nextel intend to spin off Sprint's local telecommunications business after the proposed merger is completed. In order to facliitata the
spin-off on a tax~free basis, the exact allocation of cash and shares of Sprint Nextel common stock that Nextel common stockholders will recelve

1; the proposed merger will be adjusted at the time the merger is completed. The aggregate cash portion of the merger consideration is capped at
2.8 billion, ‘

4. Investments

At December 31, 2004 Sprint carried $341 million In Investment asset value; $65 million of which was included in “Current assets—other” and
$276 million in “Other assets" on the Consolidated Balance Sheets.

At December 31, 2003, Sprint carried $548 million in investment asset value: $125 million of which was includad in "Current assets—other” and
$423 million was included in “Other assets” on the Consolidated Balance Shests.

Specific investmant typas and the related camying amounts include:
Investments In Debt Securities

During 2004 and 2003, Sprint invested in marketable debt securities. As of December 31, 2004, $65 milllon of Sprint's investments in debt
securities were classified as "Current assets—other™ and $91 million were reflacted in "Other assets” on the Consolidated Balance Sheets. As of
December 31, 2003, $125 million of debt securities were classifiad as “Cument assets—other” and $177 million were reflectad In “Other assets.” At
December 31, 2004, the debt securitles carried In "Other assets” all have maturities prior to December 31, 2006.

Sprint also Invested in debt securities with ariginal or remaining maturities at purchase of 80 days or less. The-securities were included in “Cash
and equivalents.”

Interest on these Investments Is reinvested and recognized in “Other income (expenss), net” in the Consolidated Stalements of Operations. Sprint
recagnized approximately $11 mitlion of interest income on these investments in 2004 compared to $3 milllon in 2003. Accumulated unrealized
holding gains and losses ware immaterial in both 2004 and 2003.

Investments in Equity Securities

The cost of investments In marketable equity secunitles, primarily consisting of EarthLink comman stock, was $90 milllon and $134 million at
year—-snd 2004 and 2003, respectively. Accumulated unrealized holding gains were $42 miltion (net of $25 miilion tax) at year—end 2004,
Comparalively, at year-end 2003, the accumulated unrealized holding galns were $38 million (nst of $23 million tax). Accumulated unrealized
holding gains were included In *Accumulated other comprehensive Incoms {loss)” on the Consolidated Balance Sheets.

At year-end 2004, Sprint held 12.3 million shares of EarthLInk common stock, down from 18.9 million shares at year-end 2003. These securities
were reflected in "Other assets” on the Consolidated Balance Sheets, The forecasted sale of these shares was hedged with variable prepald
forward contracts, which began maturing in the 2004 fourth quarter and will continue to mature through the 2005 fourth quarter,
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in the 2004 fgunh quarter, In.connecﬁon with the maturity of cartain EarthLink variable prepald forward contracts, 5.8 million shares were used to
setile approximately $48 million of the forward contracts recorded In outstanding long-term debt. Sprint sold an additional 1.0 miliion shares in the
open market upon settlement of the contracts, Sprint recognized a $10.8 million galn on these transactions.

In the 2003 second quarter, Sprint sold 10.8 million EarthLink common shares for $66 miliion. Shares were sold both to EarthLink, Inc. and In the
opsn market. Sprint racognized a $3 million loss on the sales.

Cost Method Investments

Sprint no longer carrles any cost method investment related to EarthLink preferred shares. In the 2003 second quarter, Sprint converled its

remalning cost method Investment in EarthLink preferred shares into 18 million shares of EarthLink common stock, which Is a marketable equity
security.

In the 2002 second quarter, Sprint completed an analysis of the valuation of this investment, which resulted In a write~down of $241 milllon to
market value. This charge was Included in “"Other income (expensa), net" in Sprint's Consolidated Statements of Operations.

Equity Method Investments

At year-end 2004 and 2003, investments accounted for using the equity method consisted primarily of Sprint's investment in Virgin Moblle USA.,

These investments were reflected in “Other assets” on tha Consalldaled Balance Sheets. Certaln other equity method investments are carried at
zero value.

Virgin Mobile USA

Sprint's Investment in Virgin Mobile USA was $20 million at year-end 2004 and $41 milllon at year-end 2003. Sprint determined that Virgin Mabils
USA is not a variable interest entity and therefore camies it as an equity method investment.

This joint venture with the Virgin Group was originally entered into in the 2001 fourth quarter. Virgin Mobila USA launched services in June 2002.
Since its inceplion, Sprint has contributed approximately $180 milllon to the venture in the forms of cash and discounted network services, thereby
satisfying 100% of its original commitments. In 2004, Sprint advanced $10 million to Virgin Mobile USA In the form of a loan to be repald in 2005.
An additional $10 million was advancad in tha form of a loan in January 2005, Sprint's board of directors has approved up to $35 million in loans to
Virgin Mobile USA. Under the terms of the joint vantura agreement, Sprint is guaranteed a $20 million return of capital in the event of liquidation.

BidCa
During 2002, Wireless' investment in BidCo was dissolved, In the 2002 fourth quarter, Sprint received $5 million, its final share of the FCC's return

of deposit for licenses in the NextWave spectrur auction, after receiving $38 million in the 2002 second quarter representing its 85% share of the
depaosit for licenses, At dissolution a $5 million loss was recognized.

Pegaso

In the 2002 third quarter, Wireless sold Its investment in Pegaso to Telefonica Moviles. Sprint also reached an agreement with Pegaso and the
other shareholders of Pegaso for payment in connection with the cancellation of Sprint’'s Services Cantract. Sprinf's book investment in Pegaso
was zero due to previous recognition of its share of losses, Sprint received $28 million from Telefonica Moviles in the 2002 third quarter, and in
Oclober 2002 received an additional final payment, net of forelgn withholding tax, of $35 miltion for its investment in Pegaso.

Other investments

In the 2002 fourth quarter, Sprint liquidated a partnership and received cash proceeds of $148 million. Assoclated with this transaction, Sprint
extinguished a $150 million borrowing from the partnership. Sprint recorded a $1 million loss on the Investment.

In the 2002 second quarter, Call-Net, a Canadian fong-distance provider, finalized a comprshensive recapitalization proposal that altered Long
distance's existing ownership In this investment, which had been carried at zero value since the 2000 fourth quarter. Sprint invested approximately
$16 million in new Call~Net shares as
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part of this recapitalization. Sinca this is an equity method Investment, Sprint recognized praviously unrecognized losses In tﬁa amount of this

additional investment. Additionally, Sprint and Call~Net agreed to a new ten year branding and technology servicas agreament for which Sprint
recelves royalties.

Combined, unaudited, summarized financlal information (100% basis) of entities accounted for using the equity method was as follows:
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5. Financlal Instruments

Falr Value of Financlal Instruments

Sprint estimates the falr value of its financial instruments using avallable market information and appropriate valuation methodologies. As a result,
the following estimates do not necessarity represent the values Sprint could realize in a current markst exchange. These amounts have not been

comprehensively revalued for purposes of these financlal statements since December 31, 2004. Therefore, estimates of fair value after year-end
2004 may differ significantly from the amounts presented below,

The camying amounts and estimated falr values of Sprint's financlal instrumants at year-end were as follows:
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(1) Yen are hald on deposit to satisfy certain cepital lease obligations. See Nofs 8 for additiona! information.

(2)  Equily units Included senior notes of $1.725 billfon and the purchase contract adjustment payment lisbifity of $13 milllon In 2003. See Nole 10 for mors information on
equity unifs,
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The carrying amounts of Sprint's cash and equivalents approximata fair value at year-end 2004 and 2003. The sstimated fair value of investments
In secu;itles was based on quotad market prices. The estimated fair valus of long-term debt was based on quoted market prices for publicly
traded issues, The estimated fair value of equity units was based on quoted market prices. The estimated fair value of all other Issues was based

on either the Black~Scholes pricing model, the present value of estimatad future cash flows using a discount rate based on the risks Involved, or
quoted market prices when available.

Accounting for Derlvative Instruments
Risk Management Policies

Sprint's derivative instruments includs interest rate swaps, stock warrants, variable prepald forward contracts, credtt forward contracts, and forelgn
currency forward confracts. Sprint's derivative fransactions are used principally for hedging purposes. The Board has authorized Sprint to enter
into derivative transactions, and ail transactions comply with Sprint's risk management policies.

Sprint enters into interest rate swap agreemants to manage exposure to intsrest rate movements and achieve an aptimal mixture of floating and
fixed-rate debt while minimizing fiquidity risk. The interest rate swap agreements designated as fair value hedges effectivaly convert Sprint's
fixed-rate debt to a floaling rate through the raceipt of fixed-rate amounts in exchangs for floating-rate interest payments over the life of the
agreement without an exchange of the underlying principal amount. Sprint enters info interest rate swap agreements designated as cash flow

hedges to reduce the impact of interest rate movements on future interest expense by effectively converting a portion of its floating-rate debtto a
fixed rate.

in certain business transactions, Sprint Is granted warrants to purchase the securities of other companies at fixed rates. These warrants are
supplemental to the terms of the business transactions and are not deslgnatad as haedgling Instruments.

Sprint enters into variable prepaid forward contracts which reduce the variability in expected cash flows related to a forecasted sals of the
underlying equity sacurities held as availabla for sala.

Sprint enters into fair value hedges through credit forward contracts which hedge changes in fair value of certaln debt lssues.

Sprint's forsign exchange risk management program focuses on reducing transaction exposura to optimize consolidated cash flow. Sprint enters
into forward contracts and options in foreign currencies to reduce the impact of changes In forelgh exchange rates. Sprint’s primary transaction
exposure results from payments made to and received from overseas telecommunications companies for completing international calls made by
Sprint's domestic customers and the operation of its intemational subsidiaries.

Interest Rate Swaps

The interest rate swaps met all the required criteria under derivafive accounting rules for the assumption of perfect effectiveness resuiting in no
recognition of changes In thelr fair value in eamings during the life of tha swap. Sprint held both cash flow hedges and fair value hedges In interest
rate swaps in 2002. Sprint held only fair value hedges during 2003 and 2004,

Sprint recorded a $19 million asset in 2004 compared to a $26 million asset in 2003 resulting from changes in the fair value of the interest rate
swaps. Tha increasa in value for these swaps has besn recorded in "Other assets™ on the Consolidated Balance Sheets. As the swaps have been
deemed perfectly effective, an offset was recorded to the underlying “Long~term debt.”

Sprint recorded a $12 million pre-tax Increase to Other comprehensive income (loss) for the year ended December 31, 2002, resulting from galns
on cash flow hedges. Tha changa In Other comprehensive income (loss) is included in “Net unrealized gains (losses) on qualifying cash flow
hedges” on the Consolidated Statements of Comprehensive Income (Loss). -

Stock Warrants

The stock warrants are not designated as hedging Instruments and changes in the falr value of these derivative instruments ara racagnized In
earnings during the period of change. Sprint's net derivative galns and losses on stock warrants were immaterial for the years ended Decsmber
31, 2004, 2003 and 2002, :
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Net Purchased Equflty Options

The net purchased equity options embedded in variable prepald forward contracts are designated as cash flow hedges. In the 2004 fourth quarter,
approximately 5.6 million shares of EarthLInk common stock were used to settle a portion of the prapald forward contracts. This resulted in a $10
million after tax loss related to the cash flow hedges. Prepaild forward contracts assoclated with the forecasted sale of approximately 12.3 milllon
shares of EarthLink common stock remaln outstanding at December 31, 2004 and will settle in 2005, Accumulated unrealized losses related to
these hedgas ware $20 million (net of $12 million tax) at year~end 2004. These unrealized losses were included in *Accumulated other
comprehensive loss” on the Consolidated Balance Shests.

Sprint recorded a $7 million after tax decreass for the year ended December 31, 2004 in Other comprehensive income (loss), a $37 million after
tax decrease for the year ended December 31, 2003 and a $17 million after tax increasa for the year ended December 31, 2002 resulting from
galns and losses on these cash flow hedges. The changes in Other comprehensive Incoms {loss) are included in “Net unrealized gains (losses) on
qualifying cash flow hedges” on the Consolidated Statements of Comprehensive Income (Loss).

Credit Forward Contracts

Sprint held falr value hedges In credit forward contracts during 2003 and 2002 to hedge changes in fair value of certaln debt issues. As thereis a
high correlation between the credit forward contracts and the debt issues being hedged, fluctuations in the value of the credit forward contracts are
generally offset by changes in tha fair value of the debi issues, A nominal amount was recorded in 2003 and 2002 on these hedges in the
Consolldated Statements of Operations. In 2003, the credit forward contracts were settled.

Foreign Currency Contracts

Foreign currency forward contracts and options held during the period wera not designated as hedges as defined In SFAS No. 133, and changes
in the fair value of thesa derivative instruments are recognized In earnings during the period of change.

Sprint had no outstanding foreign currency forward contracts at year-end 2004. At both ysar-end 2003 and 2002, Sprint had outstanding forward
contracts to buy varlous foreign currencles of $2 million. The forward contracts open at year-end 2003 and 2002 all had original maturities of six
months or less, At year-end 2004, Sprint had $19 million equivalent notional amount of zero-cost optlon collars in varlous foreign currencies
outstanding. There ware no outstanding foreign currency zero—cost option collars at year-end 2003 and 2002. Including hedge costs, net losses
were immaterial in 2004, 2003 and 2002,

Concentrations of Credit Risk

Sprint's accounts receivable are not subjact to any concentration of credit risk. Sprint controls credit risk of its interest rate swap agreements and
foreign currency contracts through credit approvals, dollar exposure limits and intemal monitoring procedures. In the event of nonperformance by
the counterparties, Sprint's accounting loss would be limited to the net amount it would ba entitled to receive under the terms of the applicable
interest rate swap agreement or foreign currency contract. However, Sprint doas not anticipate nonpetformance by any of the counterparties to
these agresments.

6. Asset Retlrement Obligations

Sprint adopted Statement of Financlal Accounting Standard (SFAS) No. 143, Accounting for Asset Retirement Obligations, on January 1, 2003,
This standard provides accounting guldance for legal obligations associated with the retirement of long-lived assets that result from the
acquisition, construction ar development and {or) normal operation of those assets. According to the standard, the fair value of an asset retirement
obligation (ARO liability) should be recognized in the period in which (1) a legal obligation to retire a long-lived asset exists and (2) the fair valua of
the cbligation based on retirement cost and setllsment date is reasonably estimable. Upon Initial recagnition of the ARO liability, the relatad asset
refiremant cost should ba capialized by increasing the carrying amount of the related long-lived asset,

Sprint's network Is primarily located on owned and Ieased property and utility easements. In Long distance and Local, a majority of the leased
property has no requirement for remediation at retirement. The leased property of Wireless has potential remediation requirements, Sprint expects
to maintaln its property as a necessary component of infrastructure required to maintain operations or FCC licensing. Sprint has recorded the
liability and
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Other Restructuring Activity

In the 2003 fourth quarter, Sprint announced the {ermination of the development of a new billing platform (Wireless Billing Platform Termination).
These decisions resulted In pre—-tax charges of $351 million in the 2003 fourth quarter. The charge for asset impairments was $339 miliion and the

remaining $12 million was accrued for other contractual cbligations. in the 2004 third quarter, Sprint recorded an expense reduction of $2 milllon
as a result of finalizing the contractual obligations associated with this action,

In the 2003 second quarter, Sprint announced the wind-down of its Web Hosting business. Restructurings of other Long distance operations also
accurred in the continuing effort to create a more efficient cost structure (Web Hosting Wind-down). These decisions resulted In pre-tax charges
of $376 miflion In 2003 and $63 million in 2004. The aggregate chargs for asset impaiments was $316 million, the aggregate charge for employaa
terminations was $13 million and the remaining $110 milllon was for facliity lease terminstions. The severanca charges are assoclated with the
involuntary employee separation of approximataly 600 employees. As of December 31, 2004, substantially all activities associated with this
wind-down have besn completad and Sprint has recognized $439 milfion In pre-tax charges.

In the 2002 fourth quarter, Sprint announced a cansolidation in its Network, Information Technology, and Billing and Accounts Recelvable
organizations, as well as in other areas of Sprint, In the on~going effort to streamline operations and maintain a competitive cost structure (One
Sprint Consolidation). These decislons resulted in a $148 million pre~tax charge consisting of severance costs associated with work force
reductions totaling $58 million, and the remaining $88 million was accrued for other exit costs primarily associated with the termination of real
estate leases. Tha ssverance charge is associated with the involuntary employee separation of approximately 2,100 employees. In the 2003 fourth
quarter, Sprint completed an analysis to trua up original estimates, and that analysis resulted in a $12 million reduction of llabllities. The remaining
commitment has been reclassified as other currant and non—-current llabilities.

In the 2002 fourth quarter, Sprint announced it would reduce wireless operating expenses through a work force reduction (Wireless Consolidation),
This action, which was undertaken fo create a more compafitive cost structure for the business, resulted In a $43 million pre~tax chargs. The
charge for severance costs totaled $25 million, and the ramalning $18 million was accrued for other exit costs primarily assoclated with the
termination of real estate leases. The severance charga was assaciated with the Involuntary employee separation of approximately 1,600
employses. In the 2003 fourth quarter, Sprint completed an analysis to true up original estimates, and that analysis resulted In a $5 million
reduction of liabllities. The remaining commitment has bean reclasslfied as other current and non—current liabilities.

In the 2002 third quarter, Sprint announced a restructuring integrating its E{Solutions’ wab hosting sales, mobile computing consulting, marketing,
and product sales support capabliiities Into Sprint Business whila integrating E{Solutions’ customer service operations into Network Services,
Additionally, Sprint announced that Long distance would discontinue offering and intemally supporting facilities~based Digital Subscriber Line
{DSL) seivices to customers (collectivaly, the Long distance Consolidation). These decisions resulted in a $202 million pre-tax charge. The
charge for asset impalrments was $142 million, severance costs totaled $22 million, and the remalning $38 million was accrued for other exit costs
assoclated with the tesmination of real estate leases and other contractual obligations. The severance charge was associated with the involuntary
separation of approximately 1,100 employees. In the 2003 fourth quarter, Sprint completsd an analysis to true up original estimates, and that
analysis resulted in an $18 million reduction assoclated with the asset impairment charge and a $15 million reduction of fiabilitles. The remaining
commitment has been reclassiiied as other current liabifities.

In the 2002 first quarter, Sprint announced plans to closa five Wireless customer solution centers, as well as additional steps to reduce operating
costs in its network, sales and distribution, and customer solufions business units (Wireless Customer Service Center Closures). These decisions
resulted in a $23 million pre—tax charge. The charge for severance costs was $13 million with the remaining $10 million being for other exit costs,
primarily for the termination of real estate leases. The severance charge was associated with the involuntary separation of approximately 2,600
employaes. In the 2002 third quarter, Sprint performed an analysis to finalize the restructuring estimates recorded in the 2002 first quarter. This
analysis resulted in a $6 million reduction of labliities, The remaining commitment has been reclassified as other current liabllities.
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The 2004 and 2003 activity Is summarized as follows:
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Other Assat Impairments

Sprint determined that business conditions and events occurring in the 2004 third quarter and impacting its Long distance operations constituted a
“triggering event” requiring an evaluation of the recoverabiiity of the Long distance long-lived assets pursuant to SFAS No, 144, Accounting for the

Impairment or Disposal of Long-Lived Asssts.

The Industry—wide business conditions and events included the continuing lmpacts af the highly-compstitive long distance market, the related

aggressive pricing, recent changes in the regulatory climate negatively impacting the
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long~term ability of Long distanca lo bridge the last mils in the consumer and small business market segments, product substitution and

customg\rdst'yaccalerated demands for cost-effactive, advanced, IP-driven telecommunications solutions requiring transparant wiraline and wireless
connectivity.

In light of these indusiry~wide business conditions and events, Sprint resvaluated its strategy and financial forecasts in the 2004 third quarter,
Sprint intends to focus sales efforts and resources on being a lsader in telecommunications solutions, by emphasizing (1) integrated
telecommunications solutions, and (2) markets in which Sprint can leverage its unique portfolio of wireless and wireline assats,

Evaluations of asset recoverabllity are parformed at the lowest asset or asset group level for which identifiable cash flows are largsly independent
of the cash flows of other assets or asset groups. Due to the integrated natura of the Long distance neiwork, Sprint conducted its testing of the
asset group at the Long distance entity level (excluding assets held for sale), as this is the lowest level for which identiflable cash flows are
available. Further, it was concluded that the fiber-optic backbone constituted the primary assst of the Long distance asset group. Accordingly,
cash flows were projected over the remaining ussful life of the fiber-optic backbone, These cash flow projections reflect estimated future operating
results, considering all relavant drcumstancas and events, and estimated capital expenditures required to maintain, but not to increass, the

service potential of the asset group. The resulling undiscounted futura cash flows were less than the canrying value of the Long distance asset
group, requiring that the assat group be reduced to fair valua,

The fair value of the asset group was determined by discounting the cash flow projactions at a 10% discount rate, reflecting a risk~adjusted
weighted average cost of capital. The resuiting fair value of the assot group required a $3.52 billion pre~tax non-cash impairment charge,
reducing the net carrying value of Long distance property, plant and equipment by about 60%, to $2.29 bllllon at September 30, 2004.

In October 2004, Sprint completed the sale of its wholesale Dial IP business for $34 million. These assets were classified as held for sale at

September 30, 2004, and an associated pre-tax non-cash charge of $21 milllion was recorded In the 2004 third quarter o adjust the carrying
value of these assets to fair vaius.

In the 2003 third quarter, Sprint recorded a pre-tax, nan-cash charge of $1.2 billion related to the write-down.in the canrying value of its BRS
spectrum. Sprint’s ongoing evaluation of its business use for thls asset resulted in a decision to and pursuit of a residential fixed wireless strategy.
This decision requirad an impairment analysis of the asset. Sprint Is now focusing its efforts on a broad range of altemative strategies. Sprintis

continuing to invest in the spectrum, is manitoring technology and industry developments, and is involved in efforts to achieve favorable regulatory
rulings with respact to this spectrum.

In the 2003 first quarter, Sprint recorded a $10 million asset impairment assoclated with the termination of a software development project.

In the 2002 fourth quarter, Sprint recorded charges for asset impaiments of $56 million, Long distance recorded a network asset impairment of
$14 million. Wireless recorded an asset impairment of $42 milllon related to abandoned network projects.

8. Short-tarm Borrowings

At year-end 2004 and 2003, Sprint had no short-term notes payable or commercial paper outstanding.

In-June 2004, Sprint entared inta a new revolving credit facility with a syndicate of banks, The $1.0 billion facility is unsacured, with na springing
llens, and is structured as a 364-day credit line with a subsequent one-yaar, $1.0 billion term-out option. Sprint does not intend to draw against
this facllity and had no ocutstanding borrowings as of Decembar 31, 2004.

Sprint has a Wireless accounts recsivable asset securitization facllity that provides Sprint with up to $500 million of additional liquidity. The facility,
which expires in June 2005, doss not Include any ratings triggers that would allow the lenders involved to terminate the facility in the eventof a
cradit rating downgrade. The maximum amount of funding available is based on numerous factors and will fluctuate each month. Sprint has not
drawn against the facility and had no outstanding borrowings as of December 31, 2004 and 2003, respactively.

Sprint has a Long distance accounts recsivable asset sacuritization facility that provides Sprint with up to $700 million of additional fiquidity. The
facility, which expires in August 2005, does not include any ratings triggers that would allow the lenders invalved fo terminate the facility in the
event of a credit rating downgrade. The maximum
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amount of funding available is based on numerous factors and will fluctuate each month. As of December 31, 2004 and 2003
had no outstanding borrowings under thls facillity. + fospactively, Sprint

In addltion, Sprint had standby letters of credit serving as backup to various obligations of approximately $123 million at year-end 2004.

Any borrowings Sprint may Incur are ullimately limited by certain debt covenants. Under its most restrictive debt covenant, which is an interest
coverage ratio, Sprint had additional borrowing capacity of up to $10.7 billlon at year-end 2004, This covenant is contalned in the new revolving
credit facility, which Is referenced in Exhibit 10(b) to this Annual Report on Form 10-K/A, and limits debt, as defined In the agresment, through the
limitation of interest on the additional debt. The same restrictive covenant is contained in the Wireless and the Long distance accounts receivable
assat securitization facilities. Sprint is currently In compliance with all debt covenants associated with Its borrowings.

See Note 9 for information on Current maturities of long~term debt.

9. Long—-tarm Debt and Capltal Leass Obligations

Sprint's long-term debt and capital lease obligations al year—end were as follows:
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(1) Sprint’s welghted average effectiva Interest rate refated to these borowings was 7.1% for the yeer-endsd 2004 and 7.2% for the year-ended 2003. The effeciive interest
rata includes the effect of interest rate swep agreements. See Nota 5 for more defalls regarding Inferest rate swaps.

Scheduled principal payments during each of the next five years are as follows:
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Included in the above schedule are payments to be made In connection with various capital leasa obligations, A substantial portlon of the capltal
{ease paymants will be in Japanese yen and Sprint already satisfied this obligation by depositing the present value of the future yen payment
obligations at varlous banks. These amounts are included on the Consolidated Balance Sheet in "Other Assets.” Baged on Dacember 34, 2004
outstanding balances, total Japanese capital lease payments included in the above schedule are $79 million in 2005 and $110 million in 2008.

In the 2004 fourth quarter, Sprint purchased $95 million of its senlor notes before their schedule maturities. These notes had an Interest rate of

4.8% and a maturity date of August 2006. Sprint recorded a premium of $2 milllon and $1 million of unamortized dabt costs associated with this
repayment,

In the 2004 third quarter, Sprint paid $13 million of its capital lease obligations before their scheduled maturities. Sprint also purchased $516
million of its senior notes before their scheduled maturities. These notes had interest rates ranging from 6.0% to 8.9% and maturity dates ranging
from 2007 to 2028. Sprint recorded a premium of $38 milllon and $2 million of unamortized debt costs assoclated with this repayment.
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In the 2004 sscond quarter, Sprint purchased $750 miliion of its senior notes related to the equity unlts before thekr scheduled maturities. The

notes had an interest rata of 6.0% and a maturity date of August 2008. Sprint recorded a premium of $20 million and $9 million of unamortized
debt costs assoclated with this repayment.

In the 2003 third quarter, Sprint repald, before scheduled maturitles, $418 million of its long~term debt. The prepayments consisted of currant
maturitiss of the $300 milllon Export Development Canada loan with an interest rate of 2.8% and $34 million of its senlor notes with interest rates
ranging from 5.7% to 5.9%. The prepayments also included $84 million of Local's first mortgage bonds with Interest rates ranging from 9.1% to
9.3% and maturity dates ranging from 2019 to 2021. Sprint recorded a net premium of $2 million assoclated with these prepayments.

in the 2003 first quarter, Sprint completed a tender offer to purchase $1.1 billion principal amount of its senior hotes before thelr schedulad

malurities. The notes had Intersst rates ranging from 5.7% to 5.9% and maturity dates ranging from 2003 to 2004, A premium of $19 million was
paid assoclated with thess prepayments. i

In the 2002 fourth quarter, Sprint repaid $150 million of notes payable relating to a revolving credit facllity. Sprint made a $150 miilion Investment
in the entity that.provided this credit at the time it was formed in 1897, Sprint liquidated this investment and received a cash distribution
approximating its original investment. Sprint also repaid, before scheduled maturities, $67 million of its senlor notes. These borrowings had
Interest rates ranging from 6.0% to 7.1% and maturities ranging from 2008 to 2008. Sprint recordsd a discount of $4 million assocliated with this
prepayment.

In the 2002 first quarter, Sprint issued $5 billlon of debt securities through a private placement. These borrowings have intarest rates ranging from
7.9% to 8.8% and maturities ranging from 2005 to 2032. As a condition to the sale of the securities, Sprint conductad an exchange offer that

allowed the original securiles to be exchanged for substantlally identlcal securities registered with the Securities and Exchange Commission. This
exchange offer was completed in June 2002,

Other

Substantlally alf of Sprint's senior notes, including the senlor notes issued in connection with Sprint's equity units, have been issued by Sprint
Capital Gorporation, a wholly-owned finance subslidlary, and have been fully and uncondltionally guaranteed by Sprint, the parent corporation,

The indentures and financing agreements of certain other subsidiaries contain provisions limiting cash dividend payments on subsidiary common
stock held by Sprint. As a result, $489 million of those subsidiaries’ $3.0 billion fotal retained samings were restricted at year-end 2004. The flow
of cash in the form of advances from the subslidiaries to Sprint Is generally not restricted.

At Dacember 2004, $796 milion of debt outstanding represents first morigage debt and other capital ieasa obligations and is secured by $15.3
blilion of gross property, plant and equipmeant.

Sprint has complied with all restrictive and financial covenants relating to its debt arangements at year~end 2004,

10. Equity Unlt Notes

In the 2001 third quarter, Sprint completed a registered offering of 69 million equity units, each with a stated amount of $25. Net proceeds from the
Issuance ware approximately $1.7 billion after deducting the underwriting discount and other offering expenses and are Included in “Equity unit
notes” on the Consolidated Balance Sheets at Dacember 31, 2003.

Each equity unit Initially consisted of a corporate unit. Each carporate unit consisted of a forward purchase contract and $25 principal amount of
senior notes {Notes) of Sprint's wholly owned subsldiary, Sprint Capital Corporation. The corporate unit could ba converted by the holder into a
treasury unit consisting of the forward purchase contract and a treasury portfolio of zero~coupon U.S. treasury securities by substituting the

treasury securities for the Notes. The undetlying Notes or freasury portfollo were pledged to Sprint to secura the holder’s obligations under the
forward purchase contract.
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Forward Purchase Contract

As a companent of the equity units, the forward purchasa contracts originally obligatad the holders to purchase, and obligated Sprint to sell, on
August 17, 2004, a variable number of newly Issued shares of PCS common slock, ranging from approximately 58 million ta 70 million shares
depending on the market price of PCS common stock. As a result of the recombination of PCS common stock and FON common stock on April
23, 2004, the forward purchase contracts obfigated the holders to purchase, and Sprint to sell, a varlabls number of shares of newly issued FON
common stock, ranging from approximately 28 million to 35 million shares, These forward purchase contracts Included a provision permitting tha
equity unit helders to benefit from or "participate” In any dlvidends declarad on the common stock during the contract period. On August 17, 2004

:he fonﬂard purchase confracts were settied by the Issuance of approximately 35 million shares of FON common stock In exchange for $1.7 billion
n cash.

Notes
The Notes originally had an interest rate of 8% per annum, payable quarterly in arrears.

In May 2004, Sprint purchased $750 million principal amount of the Notes bafore thelr scheduled maturity. Sprint recorded costs of $29 million
consisting of a $20 million premium and $9 million of unamortized debt costs associated with this prapayment,

In May 2004, Sprint successfully remarketed approximately $340 miilion principal amount of the Notes. The Interest rate on the Notes was reset to
4.8% effective May 24, 2004. The remarkated Notes will mature August 17, 2006. The remaining $35 milion principal amount of cutstanding
Notes was retalned by the holders of those Notes. These Notes were also reset to the new Intersst rate.

Following the remarketing of the Notes, the Notes wars no longer pledged to secure the obligations under the purchase contracts. Proceeds

recelved by the previous Note holders from the remarketing were used by the collateraf agent to purchase other securities that wera pledged as
security.

As of December 2004, $880 million of the remarketed Notes are included In “Long-term debt and capltal lease obligations™ on the Consolidated
Balanca Sheets.

11. Redeemable Preferrad Stock

The redeemable preferred stock outstanding at year-end is as follows:

T n T ok ; ‘andShalaidafe)=
Soventh serios p Sm’l stack—atated valus 31,000 per s

cumulative $8.73 quarterly dividend rate $ 247 H 247
Seventh Series Preferred Stock

Sprint Issued a saries of convertible preferred stock in 1998 that is currently convertible into approximately 32,5 shares of FON comimion stock for
aach Sevanth series share, If not converted by the holder or earlier redeemed by Spiint, the Seventh series preferred stock is mandatorily
redaemable in November 2008 at the stated value plus any accrued but unpaid dividends.

42. Common Stock

On Aprit 23, 2004, Sprint recombined its two tracking stocks. Each share of PCS common stock automatically tonverted into 0.5 shares of FON
common stock, As of April 23, 2004, the FON Group and the PCS Group no longer exist, and FON common stock represents all of the oparations
and assets of Sprint, including Wireless, Locat and Long distance.

In the first quarter of 2003 France Telecom (FT) convarted 34.4 milllon shares of Series 3 PCS common stock into shares of Series 1 PCS
common stock, At the same time, FT converted 21.6 million shares of PCS common stock underlying its Class A FT common stock into Series 1
PCS common stock.
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Upon the issuance of the PCS shares underlying the Class A FT common stack, thete Were no more undertying shares of PCS or FON stock. The

par value of the Class A FT common stock was automatically reduced to $0.00 per share from $0.50 per share, In the fourth quarter of 2003, the
Class A FT shares were cancellad. ,

Classes of Common Stock

Series 1 FON common stock—Deslignated for general public—At the end of 2004, authorized shares totaled 2.5 billion, Issued and outstanding
shares totaled 1,389.0 milllon. ’

Series ‘:’ 'PCS common stock—Daslgnated for general public—At the end of 2004, authorized shares totaled 3.0 billlon. There were no shares
outstanding.

Series 2 FON common stock—Daesignated for Cable Partners—At the end of 2004, authorized shares totaled 500 million, issued and outstanding
shares totaled 85.8 million. A share of Serles 2 FON common stock has an sconomic Interest equal to one share of Series 1 FON common stock,
but /10 the vote of a share of Series 1 FON common stock on most matters. The holders of Series 2 FON common stock have the tight to transfer
these shares, and upon transfer, these shares convert into Series 1 FON common stack which have a full vole per share.

Searies % lF‘CS common stock—Designated for Cable Partners—At the end of 2004, authorized shares totaled 4.0 billion. There were no shares
outstanding. : :

Common Stock Reserved for Future Grants .

At year-end 2004, 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: ' -

T g al e o

Employaes Stock Purchass P 5

Erfiplyae sabiharptngs, il T

Automatic Dividend Reinvestment Plan
akey.e

miloyaesiand direeiorsstock e oTE
f
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Shareholder Rights Plan

Under Sprint's Shareholder Rights Plan (Plan), one half of a preferred stock purchase tight Is attached to each share of FON stock. The rights may
be redeemed by Sprint at $0.01 per right and will explre in June 2007, unless extended. The rights ara exercisable only if certain takeovar events
occur. Each right entities the holder to purchase 1/1,000 of a share (Unit) of a no par Prefarred Stock-Sixth Series at $275 per Unit. Under the
terms of the Plan, at least every three years the Nominating and Corporata Govemance Committes of Sprint's board of diractors is required to
consider whether the maintenance of the Plan continues to be in the best interests of Sprint and its stockholders.

Preferred Stock-Sixth Series is voting, cumulative and accrues dividends on a quartsrly basis generally equal to the greater of $100 per share or
2,000 times the total per shara amount of all FON stock dividends. No shares of Preferred Stock-Sixth Series ware Issued or outstanding at
year-end 2004 or 2003.

13. Stock-based Compensation

Effactive January 1, 2003, Sprint adopted SFAS No. 123 as amended by SFAS No. 148 using the prospective method. Upon adoption Sprint
began expansing the fair value of stock~based compensation for ali grants, modifications or settlements made on or after January 1, 2003.

As a result of the recombination of the tracking stacks (see Nots 2), outstanding options to purchase PCS common stock were converted into
options to purchase FON caommon stock by multiplying the number of PCS shares under option by the 0.5 converslon ratio and rounding up to the
nearest whole share, and by dividing the exercise price of the PCS option by the 0.5 conversion ratio, Unless otherwise stated, the number of
shares under option and the related exercise prices reflacted in the following discussion have bean adjusted fo reflect the recombination of the
tracking stocks as If the recomblination had occurred as of the earlisst period presented.
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As n_aquired by SFAS No. 123, Sprint accounted for the conversion of PCS stock options to FON stock options as a modification, and acco!
applied stock option axpensing to FON stock options rasulting from the conversion of PCS stock options granted before January 1, 2003,

Management Incentive Stock Option Plen

rdingly

Under the Management Incentive Stock Option Plan (MISOP), before 2003 Sprint granted stock options to employass sligible to receive annual
Incentive compensation. Eliglble employess could elect to receive stock options in lleu of a postion of their target incentiva under Sprint’s annual
Incentive compensation plans. The options generally becams exercisable on Dacember 31 of the year granted and hava a maximum term of 10
years. Under the MISOP, Sprint also granted stock options to éxecutives In lleu of long~term Incantive compensation (LTIP-MISOP options). The
LTIP~MISOP options generally bacama exarcisable on the third December 31 following the grant date and have & maximum term of 10 years.
MISOP options were granted with exercise prices equal to the market price of the undsrlying common stock on the grant date. At year-end 2004,
this plan authorized options to buy approximately 66.5 mililon common shares, and 20.9 milllon common shares remained avallable. In December
2003, the board of directors passed a resolution capping the shares authorized under the MISOP plan at Its then current level. No additional
shares were authorized under the amended tarms of the plah in 2004 or 2005 and no new options may be granted under this plan after April 2005.

Long-Term Stock Incentive Program

Under the 1997 Long~Term Stock Incantive Program (1937 Program), Sprint can grant stock options, restricted stock and restricted stock units
and other equity based awards to diractors and employees. The board of directors adopted the Stack Option Plan (SOP) and the Restricted Stock
Plan pursuant to the 1897 Program and a predscassor plan, and untll 2004, awards of stock options were generally made out of the SOP and
awards of restricted stock were made out of the Restricted Stock Plan. Certain awards were made directly out of the 1997 Program, In Fabruary
2004, the board of directors combined tha SOP and the Restricted Stock Plan with and info the 1997 Program and since then all stock options,
restricted stock, restricted stock units and other equity awards have been made directly out of the 1997 Program. in the 1897 Program the number
of shares available for grant increase each year until 2007. No awards may be granted under the plan after April 2007. At year-end 2004, this plan
authorized equity-based awards for approximately 133.2 million common shares, and 45.4 million shares remained available, On January 1, 2005,
the number of shares authorized by the 1997 Program increased by approximately 22.1 million shares.

Employees and directors who are granted restricted stock units are not required to pay for the shares but must remain employed with Sprintora
membar of its board of directors until the restrictions on the shares iapse. The restricted stock units granted In 2004 to officers generally vest

one-fourth an the second anniversary of the grant date and three-fourths on the third anniversary of the grant date, while the restricted stock units
granted in 2004 to directors vest after three years.

Stock options granted to directors and employees under the 1997 Program generally become exercisable at the rate of 25% per year, beginning
one year from the grant date, and have a maximum term of 10 years. The 2004 options were grantad with exercise prices equal to the market
price of the underlying common stock on the grant dats. No oplions were granted fo directors [n 2004,

In the first quarter of 2003, Sprint entered into an employment contract with Gary Forsee to serve as Sprint's Chief Executive Officer and

Chairman of the Board. Under the employment contract, Sprint granted stock options and restricted stock units to Mr. Forsee which vest subject to
his continued employment with Sprint.

In early 2001, Sprint entered into new employment conlracts with Mr, Esrey and Mr. LeMay. In the second quarier of 2003 these contracts were
terminated ‘in connection with separation agreements agreed to by Sprint and Mr. Esrey and Mr. LeMay. Thess separation agresments included
option modifications which accelerated vesting and extended exerclse periods of stock options granted In prior years.

Under Sprint's Restricted Stock Pian, Sprint granted resiricted stock to officers and key employess, Employees granted restricted stock are not
required to pay for the shares but must remain employed with Sprint until the restrictions on the shares lapse. Tha restricted stock generally vests
at a rate of 33.3% per year on each of the first three anniversaries of the grant date. No restricted stock was granted In 2004,

Employees Stock Purchase Plan

Under Sprint's ESPP, employees may elsct to purchase common stock at a price equal to 85% of the market value on the grant or exerclse date,
whichever is less. At year-end 2004, this plan authorized for purchase
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approximately 29.8 million shares. Elections have been made by employess participating in the 2004 offering under the ESPP to purchass, in
2005, approximately 3.6 million common shares, In 2003, an amendment to Sprint's ESPP established an annual purchage date at the end of
each yearly offering period In lisu of quarterly purchases.

Falr Value Disclosures
The following tables reflect the weighted avarage falr valua per option granted, as well as the significant weighted average assumptions used in

datemining those fair values using the Black-Scholes pricing mode!. The following Information related to PCS common stock has not been
adjusted to reflact the recombination of the fracking stocks as if the recombination had occurred as of the earliest pariod prasented,

FON Common Stock
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Employees Stock Purchase Plan

During the 2004 ESPP offering, employees elected to purchase approximately 3.6 million common shares. Using the Black~Scholes pricing
model, the welghted average falr value was $3.19 per share.

During the 2003 ESPP offering, employses elected to purchase approximately 1.8 mililon FON and 7.2 million PCS shares. Using the
Black-Scholes pricing model, the weighted average fair value was $4.11 per share for each FON election and $2.52 per share for each PCS
election. Because of the recombination of the tracking stocks, the elections to purchase PCS sharas were converted into elsctions to purchase
FON shares.

During the 2002 ESPP offsring, employees purchased approximately 4.2 million FON and 8.7 million PCS shares. Using the Black-Scholes
pricing model, the weighted average falr value was $1.89 per share for each FON election and $1.45 per share for each PCS election.
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Stock Options
Activity under the 1997 Program and MISOP was as follows:
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The following tables summarize outstanding and exercisable shares under option at year-end 2004:
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The number of shares exercisable and their weighted average prices were 101.4 million shares at $29.04 In 2004, 103.3 million shares at $29.36
in 2003, and 94.5 million shares at $29.55 in 2002
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14. Employee Banefit Plans

Defined Bensfit Penslon Plan

Most Sprjn! employees are coverad by a noncqntrlbutory defined benefit pension plan. Benefits for plan participants belonging to unlons are based
on negotiated schedules, For non-union participants, pension benefits are based on years of service and the participants’ compensation.

Sprint uses a Decernber 31 measurement date for its defined benefit pension plan.
The following tabls shows the changes In the projected banefit obligation;
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The plan’s accumulated benefit obligation was $4,129 milllon at December 31, 2004 and $3,730 miltion at December 31, 2003.
The following table shows the changes in plan assets:
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in accordance with SFAS No. 87, Employers® Accounting for Pensions, at year-end 2004 and 2003 Sprint recorded an addltional minimum
pension liability representing the excass of the unfunded accumulated benefit obligation over plan assets and accrued pension costs. Recognition
of the additiona! pension liability also resulted in an
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intangible asset equal to the unrecognizad prior service costs and a chargs {o equity through Other comprehensive income (loss).
table sets forth these amounts for the year-ended 2004, 2003 and 2002: b throtigh 3 © (lose). The following
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;Thaz glox2 effect for the charge to "Accumulated other comprehensive Income (loss)™ was $10 million for 2004, $12 milllon for 2003 and $444 million
or .

This resulted in a net charge to "Accumulated other comprehensive Income (loss)” of $8 million for the year-ended 2004, $25 million for the
year-ended 2003, and $713 million for the year-ended 2002.

Sprint also maintains a nonqualified defined bensfit plan to provide supplemental retirement benefits for certain executives in addition to the
benefits provided under the qualified pension plan.

For the year—ended 2004, an additional minimum penslon liability of $20 million was recognized for the nonqualified defined benefit plan with a
charge to *Accumulated other comprehensive income (loss)” of $13 million, net of taxes. :

The net pengion expense (credit) conslisted of tha following:
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Welghted average assumptions used to determine benefit obligations as of December 31:
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During 2004, the assumption regarding the expected long~term retum on plan assets was 8.75%. After revising the target assat allocation policy in
the second half of 2003 to reduce the penslon trust's exposure {o equities, Sprint obtained from two investment consulting firms forward-looking
estimates of the expected long-term retumns for a portfolio Invested according to the revised target policy. The average of tha two firms’ estimates
was B,77%, guiding a reduction in the assumed long-term retum from the prior year’s 9.0% to 8.756%.
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the effects of the Act, estimates of participation rates and per capita clalms costs were not changed. The sffact of recognizing the faderal subsidy
related to the Act in the 2004 first quarter was a $67 million reduction in the APBO, and an $11 milllon reduction In the 2004 net benefit cost, Sprint
has accounted for ts retiree medical benefit plan in accordance with Financial Accounting Standards Board Staff Position No. 106-2,

The following table shows the changes In tha accumulated postretirement benefit obligation:
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Amounts included on the Consolidated Balance Sheets at year—end were as follows:
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The net postretirement benefits cost consisted of the following:
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Weightaed-average assumptions used to determine net parodic postretirement benefit costs:
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Assumed health care cost trend rates at December 31:
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Assumned health care cost trend rates have a significant effect on the amounis reported for the health care plans. A ons-parcentage-point change
in assumed health care cost trend rates would have tha following effects: '
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Plan assets totalad $43 million and $40 million at December 31, 2004 and 2003, respectively. Sprint targets a 60% allocati iti
40% allocation to Debt. The plans hald no Sprint securities. P v-=n 9 on to Equilies and a

Sprint plans to contribute fo the postretirement benefit plan an amount equal to the value of benefits and premiums paid.

The expacted benefit payments, which reflact expected future service, as appropriate, and expected subsidy receipts are as follows:
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15. incoma Taxes

Incame tax expense (benefit) allocated to continuing operations consists of the following:
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The differences that caused Sprint's effective income tax rates to vary from the 35% federal statutory rate for income taxes related to continuing
operations were as follows:
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(1) These amounts have been recorded directly to “Shareholders’ equify—Accumulated other camprehensive Income (loss)” on the Consolidated Balance Shesls.
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() Thess emaunts have boen recorded directly lo “Shareholders’ equity— Capital in excess of par of staled value® on the Consalidated Balance Sheets.
Sprint recognizes deferred income taxes for the temporary differerices between the carrying amounts of its assets and liabilities for financlal

statement purposes and thelr tax bases. The sources of the differences that give rise to the deferred income tax assets and liabilitl —~
2004 and 2003, along with the income tax effect of each, were as follows: Fabiites al year-end
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The foreign loss included In Income (loss) from continuing operations totaled $203 million, $141 million, and $273 million in 2004, 2003, and 2002,
respectively, Sprint has no material unremitted eamings of foreign subsidiaries.

In 1998, Sprint acquired approximately $193 miliion of potential tax benefits related to net operating loss camyforwards in the acquisitions of the
broadband fixed wireless companles. In 1998, Sprint acquired approximately $229 million of potential tax benefits related to net operating loss
caryforwards in the controlling interest acquisition of Wireless which we call the PCS Restructuring. The benefits from these acquisitions are
subject to certaln realization restrictions under various tax laws. A valuation allowance was provided for the total of these deferred tax benefits. If
these benefits are subsequently recognized, they will first reduce goodwili or intangibles resulting from the application of the purchase method of

accounting for these transactions. If goodwill and Intanglbles related to the acquisition are reduced ta zero, any additional tax benefits recognized
would reduce tax expense.

In connection with the PCS Restructuring, Sprint is required to reimburse the former cable company partners of PCS for net operating loss and tax
credit carryforward benafits generated before the PCS Restructuring if realization by Sprint produces a cash benafit that would not otherwise have
been realized. The reimbursement will equal 60% of the net cash benefit received by Sprint and will be made to the former cable company
partners of PCS in shares of Sprint stock. The unexpired carryforward benefits subject ta this requirement total $214 million.

At year-end 2004, Sprint had federal operating loss camyforwards of approximately $6.1 bifllon and state operating loss catryforwards of
approximately $11.9 billion. Related to these loss carryforwards are federal tax benefits of $1.8 billion and state tax benefits of $822 million. In
addition, Sprint had avallable, for incoms tax purposes, federal alternative minimum tax net operating loss carryforwards of $4.9 billion and state
alternative minimum tax net operating loss carryforwards of $1.3 billion. The loss camyforwards expire in varying amounts through 2024.

Sprint also had available $397 million of federal and state income tax credit carryforwards at year-end 2004. Included in this amount are $291
million of incoms tax credits which expire in varying amounts through 2024. The remaining $106 million do not expire,

The valuation allowance related to deferred income tax assets increased $50 million n 2004 and increased $47 million In 2003,

Management belleves it is more likely than not that these deferred income tax assefs, net of the valuatlon allowance, will be realized based on
current incoms tax laws and expectations of future taxable income stemming from the raversal of existing deferred tax liabilities or ordinary
operations. Uncertainties surrounding income tax law changes, shifts in operations between state taxing jurlsdictions and futurs operating Income
levels may, howsver, affect the ultimate realization of all or some of these defarred income tax assets. When wa evaluated these and other
qualitative factors and uncertainties concerning our industry, we found they provide continuing evidence requiring the valuation aliowance we

currently recognize ragarding the ultimate reallzability of the tax benefit of our net operating loss and tax cradit camyforwards as of December 31,
2004.
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In 2002, Sprint reached a definitive agreament to sell its directory publishing business to R.H. Donnelley. Due to the anticipated galn on the sale,
Sprint recognized $292 million of tax benefits (n the third quarter of 2002 on previously recorded investment losses.

16. Discontinued Operations

In the 2002 third quarter, Sprint reached a definitive agreemant to sell its directory publishing business to R.H. Donnelley for $2.23 billion in cash,
The sale closed on January 3, 2003. The pretax gain recognized in 2003 was $2.14 billion, $1.32 billion after tax. In accordance with SFAS No.
144, Accounting for the Impalrment or Disposal of Long-Lived Asssts, Sprint has presented the results of operations of the diractory publishing
business as a discontinued operation In the consolidated financlal statements. Summary financial information is as follows:
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17. Commitments and Contingencles

Litigatlon, Clalms and Assessments

In March 2004, elght purported class action lawsuits relating to the recombination of the racking stocks were filed against Sprint and lIts directors
by holders of PCS common stock. Seven of the lawsuits were consolidated in the District Court of Johnson County, Kansas. The eighth, pending
in New York, has been voluntarily stayed. The consalidated lawsuit alleges breach of fiduciary duty In connection with allocations betwasn the
FON Group and the PCS Group before the recombination of the tracking stocks and breach of fiduciary duty in the recombination. The lawsuit
sesks to rescind the recombination and monetary damages. in February 2005, the court denied defendants’ motion to dismiss the compliant. All
defendants have denied plaintiffs’ allegations and intend to vigorously defend this matter.

Anumber of putative class action cases that allege Sprint falled 1o obtaln 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 centification of nationwide classes, and in one case, a
nationwlde class was certified. In 2002, a nationwide settiement of these clalms was approved by the U.S. District Court for the Northem District of
ilinois, but objectors appealed the preliminary approval order {o the Seventh Clrcuit Court of Appeals. In October, 2004, the Seventh Circult Court
of Appeals overturned the settlement approval and remanded the case to the trial court for furiher proceedings. The settling parties have filed a
petition for certiorari to the U.S. Supreme Court. In 2001, Sprint accrued for the estimated settlement costs of these suits.

In 2003, participants In the Sprint Retirement Savings Plan, the Sprint Retirement Savings Plan for Bargaining Unit Employses and the Centel
Retirement Savings Plan for Bargaining Unit Employsees filed suit In the U.S. District Court for the District of Kansas against Sprint, the committees
that administer the plans, the plan trustes, and various cument and former directors and officers. The consolidated lawsuit alleges that defendants
breached their fiduciary duties to the plans and violated the ERISA statutes by making the company contribution In FON common stock and PCS
common stock and including FON common stock and PCS common stock among the more than thirty investment options offered to plan
participants. The lawsult seeks to recover any decline in the valua of FON common stack and PCS common stock during the class period, All
defendants have denied plaintiffs’ allegations and intend to vigorously defend this matter.

In September 2004, the U.S. District Court for the District of Kansas denisd a motion to dismiss a sharsholder lawsult alleging that Sprint's 2001
and 2002 proxy statements were false and misleading in violation of fedaral securities laws to the extent they described new employment
agreements with senior executives without disclosing that, according to the allegations, replacement of those executives was inavitable, These
allegations, made In an amended complaint in a lawsuit originally filed in 2003, are asserted against Sprint and certain current and former officers
and directors. The lawsuit seeks to recover any decline in the vaiue of FON common stock and PCS common stock during the class period.
Following denial of the dismissal motion, the parties stipulated that the case can proceed as a class action. All defendants have denied plaintiffs*
allegations and intend to vigorously defend this matter. The allegations in the original complaint, which asserted claims against Sprint, certain
current and former officers and directors, and Sprint's former Independent auditor, were dismissed by the court In April 2004,
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Various other sults, proceedings and claims, including purported class actions, typical for a business enterprise, are pending against Sprint.

While it is not possiblae to determine the ultimate disposition of each of these proceedings and whether they will be resalved cansistent with

Sprint's beliefs, Sprint expacts that the outcome of such proceedings, individually or in the aggregate, will not have a material adverse effect on
the financial condition or results of operations of Sprint ar its business segments. :

Commltments

Sprint has minimum purchase commitments with various vendors through 2009, Outstanding commitments at year-end 2004 wers approximatsly
%1.4 billion and $3.0 billion at year-end 2003. The outstanding commitmenta consist primarily of network equipment and malntenance, access
commitments, advertising and markating, information technology services and customer support provided by third parties, handset purchases and

other expenses related to normal business operations, Approximatsly 85% of the purchase commitments cutstanding at year-end 2004 will be
incurred within the next twelve months. i

Operating Leases

At year-end 2004, Sprint's rental commitments for oparating leases, consisting mainly of 1sases for cell and switch sites, real estate, data
processing equipmant, and office space are as follows:
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The table includes Sprint's expacted optional renewal periods related to certain cell site, switch site and real estate leases. These leases, which
ara sublect to escalation clauses, generally have Initial five~year terms with renewal options for additional five-year terms fotaling 20 to 25 years.
Sprint's gross rental expense totaled $1.1 billion in 2004, $1.2 biilion in 2003, and $1.3 billlon In 2002. Rental expense includes lsase expense
calculated using the stralght-line method including renewal option periods that are reasonably assured. Rental commitments for subleases,
contingent rentals and executory costs were not significant.

Leasshold improvements are depreciated over the lesser of tha estimated ussful life of the asset or the lease term, Including renawal option
periods that are reasonably assured.

48. Additional Financlal information

Segment Information )

Sprint is divided into three segments: Wireless, Local, and Long distance. Other cansists primarily of wholesale distribution of telecommunications
products,

Sprint manages its segments to the Operaling Income (loss) level of reporting. ltems below Operating incoma (loss) are held at a corporate level
only.

Sprint generally accounts for transactions between segrents based on fully distributad costs, which Sprint believes approximate fair vaiue. In
centain transaclions, pricing is set using market rates.
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Net operating revenues by services and products ware as follows:

W e, TA TR R R | R A
U g R el ol SR

sher., r.‘:“"(r - qﬁ"' '-‘;?.‘E)“‘Jl'r S '.RIE{‘E'" et "'w‘j‘zl“'q S

‘?m.f»’-%. @Y,
7 5

o B S B _u_ﬁ‘_ﬁ_gﬂ;@iﬁ‘ “"‘ii‘&ml-{ﬁﬂ "“'11“‘“4‘#_(539)-13-» Ly vrmmgs

TOE HatopbTEOnY FETamoeE i, et ™ e A T e T ﬁ‘[’fﬁﬁ‘“ ASUMBBATHIS 002 ol 007 'a'éii?&. ARV HNOEY NS 2728

1‘00!', ,_;,—1 N l"‘m‘f: . S’ ﬁ;:,' “ ”'ng"” N : E':_, yedis ; H .;; .;" i ‘_.x:-._ s 2 ) Lo
ery

O Jlm:inﬁﬁw“V
- HEE 1§§§M§a§§aaﬁk RGBT
R HEE. ﬁa&%mﬁﬁ‘lﬂgﬁ: R

HTa: af::-ammm - (ggfﬁﬁlrf: LY
180 78) i.188

—

P, el R SRR S[MMWMHSE’QDET%}TM« S AR, SRR

v ':-|:u_”‘_’_’__‘_~~axﬁ ]
§12,

e m

R TR
$
NﬂﬁﬂEFij&11mw
1.854

S

R "ﬁ“x@"lg

e ““‘Eﬂﬂi‘."_&.wﬁ Ty o

s M

ex Ly smuman,

Tofal neGoperatiigiaveniiee:

5o

I T

{1} Revenues eliminated In consolidation consist primarily of local access charged o Long distance by Local, equipment purchases from the product distribution business,
Inter-exchange senvices provided {o Local, fong distance services provided to Wireless for resale o Wireless customers and for infernal business use, caller ID services
provided by Local to Wirelass, handsel purchases from the Wireless and access fo the Wireless network.

2)  Prior to 2003, elimination information for Long distance was not tracked at @ specific products and services level. All eliminalions were cansidered volce revenuas.

Supplemental Cash Flows Information
Sprint's cash pald (received) for interast and Income taxes was as follows:
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19. Recently Issued Accounting Pronouncements

In March 2004, the Emerging Issues Task Force (EITF) of the Financial Accounting Standards Board (FASB) reached a consensus on EITF No.
03-8, Participating Securities and the Two-Class Method under SFAS No. 128, - .
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Eamings Per Share (§ITF No. 03-6). This guldance requires that the rights of securifies to paticipate in the samings of an enterprise must be
reflacted In the reporting of eamings per share. Sprint's equity unit purchase contracts met the “participating security” qualifications outlined in the

guidance, bacause the purchase contracts included a provision permitting the equity unit holders to benefit from or *participate” In any dividends
declared on the common stock during the contract psriod.

Sprint adopted EITF No. 03-6 in the 2004 second quarter. Prior to April 23, 2004, the equity unit forward purchase contracts were tied only to the
PCS common stock which had no eamings upon which to declare dividends. Upon recombination and until settlement In August 2004, the equity
unit purchase contracts parlicipated in the eamings of FON common stock. The proportionats share of eamings attributable to these securities
was 9 million in the year~to-date period, This attribution was reflactad as “Eamings allocated to participating securiles” on the face of the
Consolidated Statements of Operations. Sprint has no outstanding participating securities at December 31, 2004, °

In December 2004, the FASB issued SFAS No. 123R, Share-Based Payment, This statement requlres an entity to recognize the cost of employee

services received in share~based payment transactions, through the use of fair-valus-based methods of recognizing cost. This statement is
effective for Sprint as of July 1, 2005. i

Sprint voluntarily adopted fair value accounting for share-based payments effective January 1, 2003, under SFAS No. 123 as amended by SFAS
No. 148, using the prospective method. Upon adoption Sprint began expensing the fair value of stock-based compensation for all grants,
modifications or setlements made on or after January 1, 2003. Further, in connaction with the tracking stock recombination, as required by SFAS
No. 123, Sprint accounted for the conwversion of PCS stock options to FON stock options as a medification, and accordingly applied stock option
expansing to FON stock options resulting from the conversion of PCS stock options granted before January 1, 2003,

The revised standard will require Sprint to begin to recognize compensation cost for unvested FON stack options granted before January 1, 2003,

which are outstanding as of July 1, 2005. This requirement to recognize expense on additional unvested grants is not expected to be significant to
Sprint.

20. Quarterly Financlal Data (Unaudited)

Quarter
2004 it ond 3nd 4th
" e e ) . . o - {mllll%na, except per share data)
NEFopecaling TevEiiip! g, M O =y ez IR DA EEEE T S6iTOTINGINe0ESIe 00Xz oAl
Operating Income (loss) . 724 T8 (2715 70
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Net income (loss%

. Quarter ° "
2003 . i_____gnd 3 4
 enAMillions, excop! p;r ‘,s'i%i"a ngh)_
NeEbperatiffevenubiis. - LE EES6 A0 S GITI AR BHEE
Operating income (loss) o . ) L o . ., 812 8 (430) 447
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Net income (ioss) 70 7 (a97) 110
EHERd basiaeardl POITY i CEINE. JEEEYBAE)ETTEEDD

(1} As the effects of including the Incremental shares essociated with oplions, restricled stock units and ESPP shares are anlidilutive, bath besic eamings per share and
diluted eamings per share reflect the same calculation for the 2004 third quarter and the 2003 second and third quarters.

(2  On April 23, 2004, Sprint recombined iis two tracking stocks. Each share of PCS common stock automatically convertad info 0.5 shares of FON common stock. A per
shera ts have been tod to reflac! the recombination of the FON stock end the PCS common stock as of the earllast period pr ted at an identical
conversion rallo (0.5), The conversion ratio was slso applied lo dilutive PCS securilles {malnly stock options, employee stock purchase plan shares, convertible preferred
stock and restricied stock unils) to defermine diluted welghted average shares on a consolidated basis.
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21. Rastatements of Previously Issued Financlal Statements

In November 2004, Sprint restated previously~issued financlal statements to correct an error related to the calculation of interest capitalized during
construction. The financial statements wera alsa restated to apply an adjustment previously recorded and disciosed in the 2003 fourth quarter
refated to the liabllity for medical coverage for participants in Sprint's long-term disabliity plan to the appropriate pre~2003 psriods.

22. Subsequent Events (Unaudited)

Dividend Declaration

In February 2005, Sprint's board of directors declared dividends of 12.5 cants on the FON common stock to shareholders of record at tha close of
business, March 10, 2005. Dividends will be pald March 31, 2005.

New Director

in February 2005, a new independsnt director, James H. Hance Jr,, retired vice chairman of Bank of America Corporation, was appointed to the
Sprint board of directors.

Wireless Towers Lease

In Fabruary 2005, Sprint reached a definitive agreement with Giobal Signal Inc. (Global Signal) under which Global Signal will have exclusive
vights 1o lease or operate more than 6,600 communication towers from Sprint for a negotiated lease term which is the greater of the remaining
terms of the underlying ground leases or up to 32 years, assuming successful renegotiation of the underlying ground leases at the end of thelr
current lease terms. Sprint has committed to sublease space on approximately 6,400 of the towers from Global Signal for 2 minimurm of ten years.
Sprint will maintain ownership of the towers, and will continue to reflact the towers on its Consolidated Balance Sheet. Sprint expects fo racelve
approximately $1.2 billion in cash at the time of tha closing. The transaction is expacted to close in the second quarter of 2005.

Spectrum Auction

On February 15, 2005, the FCC concluded an auction of 242 personal communications services licenses. Wirefres Parlners Hll, LLC (Wirefros)
won licenses in 16 markets, subject to FCC approval. Sprint has agreements with Wirefree to lease certain spectrum In those 16 markets.
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SPRINT CORPORATION

SCHEDULE ll—CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS
Years Ended December 31, 2004, 2003, and 2002
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(1) Amounts charged fo Other Accounts consist of receivaeble reserves for billing and callection services Sprint pmwdes for certaln Spn'nl PCS Affillates. Uncollectible
accounts are recovered from affiliates.

{2} Accounts wiltfen off, net of recovaries.
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EXHIBIT (12)
COMPUTATION OF RATIO OF EARNINGS TO FIXED CHARGES Sprint Corporation
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% Eamings, as adjusted, were Inadequats to cover fixed charges by $1.6 billlon in 2004,

@ Eamings, as adjusted, were Inadequafe to cover fixed charges by $484 million in 2003.

@ Eamings, as adjusted, ware Inadequale to cover fixed charges by $2.3 billion in 2001.

) Eamings, as adjusted, were inadequate to cover fixad charges by $903 million in 2000.

Note: The ratios of eamings lo fixed charges were computed by dividing fixed charges into the sum of esmings (aﬂer cartain adjustments) and
fixed charges. Eamings included Income from continuing operations before Incoma taxes, plus net losses in squity method Investess, less
capitalized interest, Fixed charges include inferest on alf deb of continuing opsrations, including amortization of debt Issuance costs, and
the interest component of operating rents.



EXHIBIT 23(a) -
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM Sprint Corporation

We consent to the incorporation by reference in the Registration Statements (Form S-3, No. 33-58488; Form S—4, No, 333-123333, Form S-8,
No. 33-31802; Form S-8, No. 33-59326; Form S-8, No. 33-59349; Form S-8, No. 33~25449; Form S-8, No. 333-42077; Form S-8, No.
333-46491; Form S-8, No. 333-68737; Form S~8, No, 333-56938; Form $~-8, No. 333-59124; Form S-8, No. 333-76783; Form 5-8, No.
333~-92809; Form S-8, No. 333-54108; Form 5-8, No. 333-75664; Form S-8, No. 333-103689; Form $-8, No. 333-103691; Form S-8, No.
333-105244; Form S-8, No. 333-106086; Form S-8, No. 333~111956; Form §-8, No. 333-115621; Form S~8, No. 333-116607; Form S-8, No.
333-115608; Form S-8, No. 333~115609; and Form 5-8, No, 333-124189) of Sprint Corporation, and In the related Prospectuses, of our report
dated March 10, 2005 with respest to the consolidated balance sheat of Sprint Corporation and subsidiaries (the Company) as of December 31,
2004, and the related consolidated statements of operations, comprahsnsive income (loss), cash flows, and shareholders’ equity for the year
ended December 31, 2004, and the related financial statement schedule, and our report datad March 10, 2005, with respect to management's
assessment of the effectiveness of the Company's interna! control over financlal reporting as of December 31, 2004 and the effectiveness of the

Company's intemal control over financial reporting as of December 31, 2004, which reports appear in the December 31, 2004 annual report on
Form 10-K/A of Sprint Corporation.

Is/ KPMG LLP

KPMG LLP

Kansas City, Missouri
April 25, 2005



EXHIBIT 23(b)
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM Sprint Corporation

We consent to the incorporation by referenca in the Registration Statements (Form $-3, No. 33-58488; Form £-4, No, 333-123333; Form 5-8,
No. 33-31802; Form S~8, No. 33-59326; Form S~8, No. 33-59349; Form S-8, No. 33-25449; Form S~8, No, 333-42077; Form $-8, No.
333-46491; Forrn S-8, No, 333-68737; Form 5~-8, No. 333-56938; Form S-8, No, 333-~59124; Form $-8, No. 333-76783; Form $-8, No.
333-92809; Form S-8, No, 333-54108; Form S-8, No. 333-75664; Form 5-8, No. 333~103689; Form S-8, No, 333-103691; Form S-8, No.
333-105244; Form S-8, No. 333-106086; Form S~8, No. 333-111956; Form S-8, No. 333~115621; Form S-8, No. 333~115607; Form S-8, No,
333~115608; Form S-8, No. 333-115609; and Form S-8, No. 333-124189) of Sprint Corporation and in the related Prospactuses of our report
dated February 3, 2004 (except for Note 2, as to which the date Is April 23, 2004, and Note 21, as to which the date is Novembaer 2, 2004) with
respect to the consolidated financial statements and schedule of Sprint Corporation as of December 34, 2003 and for the two years In the pariod
then ended, Included In this Annual Report (Form 10-K/A) for the year ended December 31, 2004,

Is! ErnsT & Youns LLP

Emst & Young LLP

Kansas City, Missour
April 25, 2005



EXHIBIT 31(a)

CERTIFICATIONS

I, Gary D. Forses, Chief Executive OHicer, certify that:

1. I have reviewed this annual report on Form 10-K/A of Sprint Corporation;

2. Based on my knowledgs, this report does not contain any unirue statement of a material fact or omit to state a material fact necassary to make

tlr:le slategants made, In light of the clrcumstances under which such statements were made, not misleading with respect to the pariod covered by
this report; .

3. Based on my knowiedgs, the financlal statements, and other financial information included In this report, faily present In all material respacts
the financlal 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 and | are responsible for establishing and maintalning disclosure controls and procedures (as defined in
Exchange Act Rules 13a—15(e) and 15d-15(e)) and intemal control over financlal raporting (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 consolldated subsldiaries, Is made known to us by others within those
entities, particularly during the pericd in which this report Is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financtal reporting to be designed under our

supervision, to provide reasonable assurance regarding the rellability of financial reporting and the preparation of financial statements for extenal
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effactiveness of the disclosure controls and procedures, as of the end of the period covared by this report based on such evaluation; and

(d) Disclosed in this report any change In the registrant's intemal control over financlal reporting that occurred during tha 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 intemat control over financlal reporting; and

5. The registrant’s ather certifying officer 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 intemal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financlal 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 financing reporting.

Date: April 29, 2005

ls] GARY D, FORSEE

Gary D. Forsee
Chairman and Chief Executive Officer



EXHIBIT 31(b)

CERTIFICATIONS

I, Robert J, Dellingar, Executive Vice President and Chief Financlal Officer, cortify that:
1. I have raviewed this annual report on Form 10-K/A of Sprint Corporation;

2, Based on my knowledge, this report does not contain any yntrue statement of a materlal fact or omit to state a material fact nacessary to make

the statements made, in light of the circumstances under which such statements ware made, not misleading with respect to the period covered by
this report;

3. Based on my knowledge, the financlal statements, and other financial information included In this report, faitly 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 ragistrant's other certifying officer and | are responsible for establishing and maintalning disclosurs controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(g)) and internal control over financlal 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 supervislon,
to ensure that material Information relating o the registrant, Including its consolidated subsidiaries, Is madse known to us by others within those
entiies, particularly during the periad In which this report is belng prepared;

{b) Designed such internal control over financial reparting, or caused such Intemal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliabillty of financlal reporting and the preparation of financial statements for external
purposses in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our concluslons about the
effactiveness of the disclosure controls and procadures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any changa In the reglstrant's Internal control over financlal 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

5. The registrant's other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to
the registrant's auditors and the audit committea of the reglstrant's board of directors (or persons performing the equivalent functions):

(a) Al significant deficiencies and material weaknesses In the design or operation of Intemal control over financial reporting which are reasanably
likely to adversely affect the regisirant's ability to record, process, summarize and report financlal Information; and

(b) Any fraud, whether of not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financing reporting.

Date: April 29, 2005

/s ROBERT § DELUNGER

Robert J. Dellinger
Executive Vice President
and Chief Financlal Officer



EXHIBIT 32(a) .

Certification Pursuant to 18 U.S.C. Section 1350,
As Adopted Pursuant to Sectlon 906 of the
Sarbanes—-Oxley Act of 2002

In connection with the annual report of Sprint Corporation (the *Company®) on Form 10-K/A for the period ending December 31, 2004, as filed with
the Securitles and Exchange Commission (the “Report’), I, Gary D. Forses, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C.
§1350, as adopted pursuant to §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 Secuiities Exchange Act of 1934; and

{2) The Information contained in the Repart falrly presents, In all material respacts, the financial condition and results of operations of the
Company.

April 29, 2005 Is! Gary D. Forsee

Gary D. Forsee
Chairman and Chief Executive Officar



EXHIBIT 32(b)

Cortification Pursuant to 18 U.S.C. Section 1350,
As Adapted Pursuant to Section 806 of the
Sarbanes~-Oxley Act of 2002

In connection with the annual report of Sprint Carporatlon (the "Company”) on Form 10-K/A for the period ending December 31, 2004, as filed with
the Securities and Exchange Commission {the “Report”), 1, Robert J. Dellinger, Executive Vice President and Chief Finandal Officer of the
Company, certify, pursuant to 18 U.5.C. §1350, as adopted pursuant to §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 contalned in the Report falily presents, In all material respects, the financlal condition and resuits of operatlons of the
Company.

April 29, 2005 Is/  Rosert J. DELUNGER

Robert J. Dellinger
Executiva Vice Prasident
and Chief Financlal Officer

Created by 10KWizard Technology _www.]0KWizard.com






EXHIBIT E

Corporate Officers and Directors






* QFFICERS AND DIRECTORS

Di'rectors:

Rlchard B Green
- 5454 'W. 110%™ Street, Overland Park KS 66211 1204

MlchaelB Fuller
5454W 110™ Street, Overland Park KS 66211-1204 -

Claudia S. Toussaint :
6200 Sprint Parkway, Overland Park KS 66251

Ofﬁcers :

Michael B. Fuller, President and Chief Executive Officer
Gene M. Betts, Senior Vice President and Treasurer
5454 W. 110" Street
Overland Park, KS 66211-1204

Claudia S. Toussaint, Vice President and Assistant Secretary
D. Brett Haring, Secretary
Carolyn S. Love, Assistant Secretary

6200 Sprint Parkway

Overland Park, KS 66251

Harry S. Campbell, Vice President
Mark R. Kenyon, Vice President
Thomas J. McEvoy, Vice President
Robert H. Sloboda, Vice President
6360 Sprint Parkway
Overland Park, KS 66251

Louis Carrion, Vice President
555 Lake Border Drive
Apopka, FL. 32703

Dana L. Chase, Vice President

William E. Cheek, Vice President
6000 Sprint Parkway
Overland Park, KS 66251

Kenneth D. Wyatt, Vice President
6300 Sprint Parkway
Overland Park, KS 66251

Richard C. Eckhart, Vice President
6450 Sprint Parkway
Overland Park, KS 66251
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Tariff






Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1
Original Title Page 1
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

SPRINT LONG DISTANCE, INC.
of

OVERLAND PARK, KANSAS
Rates and Regulations for furnishing of Services within South Dakota

South Dakota Tariff P.U.C. No. 1

This Tariff contains the regulations and rates applicable for the furnishing of intrastate
telecommunications services provided by Sprint Long Distance, inc. within the State of South Dakota.
This Tariff is on file with the South Dakota Public Utilities Commission, Pierre, South Dakota.

ISSUED: EFFECTIVE:
XX-XX=XX State Tariffs YY=yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc.

INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

South Dakota Tariff P.U.C. No. 1

Original Page 1

TABLE OF CONTENTS
Section
CHECK SHEET
TABLE OF CONTENTS
EXPLANATION OF SYMBOLS

TRADEMARKS AND SERVICE MARKS

1.

2.

APPLICATION OF TARIFF
TERRITORY

DEFINITIONS

TERMS AND CONDITIONS
RESERVED FOR FUTURE USE

BUSINESS SERVICES

6.1 Message Telecommunications Service (MTS)
6.1.1  Sprint Solutions Service
6.1.2 Business Sense

MISCELLANEQUS SERVICES
7.1 Casual Caller Service

7.2 FONCARD Service

7.3 Directory Assistance (DA)
7.4 Operator Service

7.5 Payphone Surcharge

PROMOTIONAL OFFERINGS

Page

00 - —

QU WN — —

—_

ISSUED:
XX=XX-XX

State Tariffs
6450 Sprint Parkway
Overland Park, Kansas 66251

EFFECTIVE:
YY-yy-yy



Sprint Long Distance, inc. South Dakota Tariff P.U.C. No. 1

"Original Page 1
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

EXPLANATION OF SYMBOLS

When changes are made on any Tariff page, a revised page will be issued canceling the Tariff page
affected; such changes will be identified through the use of the following symbols:

©) -
(D) -

n -

To signify a "Change" in existing rate and/or regulation.

To signify the "Deletion/Discontinuance" of rates, regulations, and/or text.

To signify a rate “Increase."

To signify matter "Moved/Relocated"” within the Tariff with no change to the material.
To signify "New" text, regulation, service, and/or rates.

To signify a rate "Reduction."”

To signify a "Text Change" in Tariff, but no change in rate or regulation.

To signify a correction.

The above symbols will apply except where additional symbols are identified at the bottom of an
individual page.

ISSUED:
XX-XX=XX

EFFECTIVE:
State Tariffs Yy-yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc. South Dakota Tariif P.U.C. No. 1

Original Page 1
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

Trademarks and Service Marks Used in this Tariff

Below is a list of trademarks and/or service marks for services which are offered in this Tariff. These
trademarks and/or service marks are owned by Sprint Communications Company, L.P. and are used by
Sprint Long Distance, Inc. with express permission through licensing agreements with Sprint
Communications Company, L.P. These designations will not be listed hereafier in the Tariff. However,
the laws regarding trademarks and service marks will still apply. Trademarks and service marks that are
owned by Sprint Communications Company, L.P. cannot be used by another party without authorization.

Business Sense®”

Sprint Block of Time for Small Business®™
Sprint Business AnyTime®"

Sprint Business Simple Rate*

Sprint Solutions®"

ISSUED: _ EFFECTIVE:
XX=XX=XX State Tariffs YY-yy-yy
6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1
Section 1

Original Page 1
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

1. APPLICATION OF TARIFF

This Tariff applies to intrastate telecommunications services furnished by Sprint Long Distance, Inc.

("Company") between and among points within the State of South Dakota in accordance with the
conditions which are set forth herein.

ISSUED: EFFECTIVE:
XX-XX~XX State Tariffs YY-Yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1
Section 2

Original Page 1
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

2. TERRITORY

Intrastate telecommunications services are available for origination and termination where
technologically and/or economically feasible within the State of South Dakota. Origination of

switched access products is not available in those exchanges which have not been converted to
equal access.

ISSUED:
XX=XX=XX State Tariffs
6450 Sprint Parkway
QOverland Park, Kansas 66251

EFFECTIVE:
Yy-yy-yy



Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1
Section 3

Original Page 1
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

3. DEFINITIONS

Certain terms used generally throughout this Tariff for services furnished by the Company are
defined below. ~

Authorized User

The term "Authorized User" denotes a person, firm or corporation who is authorized by the
Subscriber to be connected to the service of the Subscriber.

Carrier
Any provider of intrastate interexchange telecommunications services.
Casual Caller

The term "Casual Caller" denotes any person who uses the Company's Casual Caller Service from
an equal access end office who does not have a current account with the Company, to include:

A. Any person who has not established an account with the Company who places calls over the
Company’s network from an equal access area.

B. Any person located in an equal access area who voluntarily terminated their Company account
as set forth in Section 4 but continues to make calls over the Company’s network.

C. Any person located in an equal access area who has had their account terminated in
accordance with the terms and conditions as set forth in Section 4 but continues to make calls
on the Company's network.

D. New or allocated Customers whose accounts are not yet established in the Company’s billing
system.

The terms, conditions and Casual Caller rates as specified in Section 7.1 of this Tariff apply to all
calls made by Casual Callers. By placing a call on the Company’s network, a Casual Caller accepts
and agrees to the Casual Caller terms and conditions and rates. The Company will continue to file
Tariffs with the South Dakota Public Utilities Commission that apply to Casual Callers who use dial-
around 1+ Services.

Company

The term "Company" refers to Sprint Long Distance, Inc.

ISSUED: EFFECTIVE:
XX=XX~XX State Tariffs VY-yy-yy
6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1
: Section 3

Original Page 2
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

3. DEFINITIONS (Continued)

Customer (a.k.a. Subscriber)

The term "Customer" or “Subscriber” denotes the person, firm, company, corporation, or other entity,
including Casual Callers, having a communications requirement of its own which uses services
under this Tariff and is responsible for the payment of charges as well as compliance with the
Company's regulations pursuant to this Tariff.

Exchange Area
The term "Exchange Area" denotes a geographically defined area wherein the telephone industry
through the use of maps or legal descriptions sets down specified areas where individual telephone

exchange companies hold themselves out to provide communications services.

Local Access Transport Area (LATA)

Geographical area designated by the Federal Communication Commission for the provision and
administration of telephone service to individual Customers.

Message Telecommunications Service (MTS)

The term “Message Telecommunications. Service” is a generic name for switched long-distance
(Dial-1) service. ‘

NPA

Numbering Plan Area (NPA) is a geographic boundary (area code) within which no two telephones
have the same seven-digit number. The area code is represented by the first three digits of a ten-
digit telephone number.

NXX

The second three digits of a ten-digit telephone number, representing the central office or exchange
from which a call originates.

Premises

The term “Premises" denotes a building or buildings on contiguous property (except railroad rights-
of-way, etc.).

ISSUED: EFFECTIVE:
XX~XX-XX State Tariffs VY-yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1
Section 3

Original Page 3
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

3. DEFINITIONS (Continued)

Primary Interexchange Carrier

The long distance service provider to which a Subscriber is presubscribed for 1+ long distance
service. The chosen carrier's network is accessed by dialing 1+ the area code and telephone
number.

Rate Center

The term "Rate Center" denotes a geographically specified point used to determine mileage
dependent rates.

Regular Billing

The term "Regular Billing" denotes a standard billing invoice sent in the normal billing cycle. This
billing consists of one (1) invoice for each account assigned to the Subscriber together with
explanatory detail showing the derivation of the charges.

Sprint LTD

The term used to describe the Sprint Local Telephone Division Incumbent Local Exchange Carrier
(LEC).

Subscriber

See “Customer”.

ISSUED: EFFECTIVE:
XX-XX-XX State Tariffs YY-yy-yy
6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1
Section 4

Original Page 1
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

4. TERMS AND CONDITIONS

4.1  Undertaking of the Company

4.1.1 General

A. The facilities of the Company will be available as soon as practicable upon receipt
of an order for service. Interconnection of the Company's facilities with the
facilities of other duly authorized and regulated communications common carriers,
and with International Record Carriers ("IRCs"), will be permitted.

B. The obligation of the Company to provide service is dependent upon its ability to
procure, construct, and maintain facilities which are required to meet the
Subscriber's order for service. The Company will make all reasonable efforts to
secure the necessary facilities and will amend its Tariff accordingly, providing such
new service will not adversely afiect the Company’s present services.

4.1.2 Availabilit

Service is offered and provided subject to the availability on a continuing basis of the
necessary facilities and/or equipment. The Company reserves the right to provide
services only to and from locations where the necessary facilities and/or equipment
are available and the furnishing of services under this Tariff is limited to the capacity of
the Company’s facilities as well as facilities the Company may obtain from other
carriers to furnish service from time to time as required at the sole discretion of the
Company.

ISSUED: EFFECTIVE:
XX~XX~XX State Tariffs YY-yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc. South Dakota Tariff P.U.C. No. 1

Section 4
Original Page 2
INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

4. TERMS AND CONDITIONS (Continued)

4.2  Liability of the Company

4.2.1

422

4.2.3

4.2.4

4.2.5

Neither the Company nor its vendors, suppliers or licensors are liable for any damages
arising out of or in connection with any: (A) act or omission by the Customer, or by
another person or company; (B) providing or failing to provide services, including
deficiencies or problems with any equipment, the network or the services; (C) content
or information accessed while using the services, such as through the Internet; (D)
interruption or failure in accessing or attempting to access emergency services,
including through 911, E911 or otherwise; or (E) events due to factors beyond the
Company’s control, including acts of God (including, without limitation, weather related
phenomena, fire or earthquake), war, terrorist attacks, riot, strike, or orders of
governmental authorities.

If, for whatever reason, the Company is found to be responsible to the Customer for
monetary damages relating to any services obtained through the Company under this
tariff, the Company’s liability will not exceed the amounts the Customer was charged
for the affected services during the affected period.

The Company will make no refund of overpayments by a Subscriber unless the claim
for such overpayment, together with proper evidence, is submitted within two (2) years
from the date of the alleged overpayment. In calculating refunds, any applicable
discount will be adjusted based on the total monthly usage after all credits or
adjustments have been applied.

Limitation of Liability

The Company will not be liable for any consequential, incidental or indirect damages
for any cause of action, whether in contract or tort. Consequential, incidental, and
indirect damages include, but are not limited to, lost profits, lost revenues, and loss of
business opportunity, whether or not the other party was aware or should have been
aware of the possibility of these damages. This limitation of liability does not apply to
claims arising from Subscriber’s indemnification obligations listed herein.

Disclaimer of Warranties

Except as expressly provided in this Tariff, all services are provided “as is” and the
Company disclaims all warranties, express or implied and in particular disclaims all
warranties of non-infringement, merchantability, fithess for a particular purpose, and
warranties related to equipment, material, service, or software. The Company also
makes no warranty that the services will be uninterrupted or error-free, and Customers
will hold the Company harmless for all such problems. Customers may not rely on
statements of warrant about the Company's services; such statements are not
authorized by the Company and are not a warranty by the Company.
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4. TERMS AND CONDITIONS (Continued)

4.3

Use of Service

Neither Subscribers nor their authorized users may use the services furnished by the
Company for fraudulent or destructive purposes, including, but not limited to, unauthorized or
attempted access, alteration, abuse or destruction of information; or use services furnished by
the Company in such a manner that causes interference with another’s use of the Company's
network.

Neither Subscribers nor their authorized users may use the services furnished by the
Company for any uniawful purpose, inciuding service configurations of switched services
which, as a result of sharing thereof, are the equivalent of a service configuration which
exceeds the scope of the Company’s applicable authorization.

Subscribers will promptly cooperate with the Company to prevent unauthorized access by third
parties of the services furnished by the Company.

Use and restoration of the service furnished by the Company will be in accordance with Part
64, Subpart D of the Federal Communications Commission Rules.

Customers are responsible for notifying the Company when new lines are added to their
account. New lines will not receive the rates associated with the Customer’s account until the
Company has been notified to add those lines to the Customer’s account. Calls placed over
such new lines will be rated as Casual Caller calls until the lines have been added to the
Customer's account.

The use of any feature including, but not limited to, call forwarding, on a planned and
continuing basis to allow an originating caller to avoid long distance charges is prohibited.

4.3.1 Limitations of Service

The Company may deny, for any lawful reason, the Customer’s request for service, or
limit or allocate the facilities available to or utilized by any service, if necessary, to
manage its network in an efficient manner; meet reasonable service expectations;
furnish service to existing and future Customers based on forecasted Customer
requirements; or for any other lawful reason.

The Company may, without notice, (consistent with governing laws or regulations)
block traffic to local telephone exchanges (“NXX exchanges”), individual telephone
stations, groups or ranges of individual telephone stations, or calls using certain
Customer authorized codes, whenever the Company deems it necessary to take such
action to prevent (1) the unlawful use of service; (2) nonpayment for service; (3) the
use of service in violation of this Tariff; or (4) network blockage or the degradation of
service furnished to the Customer or other Customers.
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4. TERMS AND CONDITIONS (Continued)

4.4

4.5

4.6

Minimum Service Period

A minimum period for service will be one month (30 days) for all services except where special
construction is required or as described elsewhere in this Tariff.

Ownership of Facilities

Title to all facilities provided by the Company in accordance with these regulations remains
with the Company.

Application of Service

The Company may require a Subscriber to sign an application form furnished by the Company
and to establish his credit as provided in these Regulations, as a condition precedent to the
initial establishment of such service. Company's acceptance of an order for service to be
provided to an applicant whose credit has not been duly established, may be subject to the
provisions as described elsewhere in this Tariff.

The Company may also require a signed authorization from the Subscriber for additions to or
changes in existing service for such a Subscriber.

An application for service cancelled by the Subscriber or the Company prior to the
establishment of the service applied for is subject to the Cancellation For Cause or
Disconnection of Service provisions as described elsewhere in this Tariff.
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4. TERMS AND CONDITIONS (Continued)

4.7 Payment of Charges

4,71 Application of Charges

A. Monthly Recurring Charges

For billing of fixed charges, service is considered to be established upon the day in
which the Company notifies the Subscriber of installation and testing of the
Subscriber's service.

Unless otherwise specified elsewhere in this Tariff, monthly recurring charges will
be billed in arrears and are due upon receipt. The rates charged to a Subscriber
will be the rates in effect on the last day of the Subscriber’s billing cycle.

After the minimum service period, the full monthly recurring charge applicable for
any service provided under this Tariff will apply for each month, or partial month,
per account. Except as may be otherwise specified in this Tarifi, there will be no
pro-ration of this charge for a partial month's service when a Customer cancels
service.

B. Minute of Use Rates

Except as otherwise specified in this Tariff, charges will be billed monthly in
arrears and are due upon receipt. Subscriber will be billed for all usage accrued
beginning immediately upon access to the service. Subscribers will be billed for
usage occurring during their specific 30-day billing cycle, which for purposes of
computing charges shall be considered a month.

Unless specified otherwise for a particular service, all calls for which a minute of
use rate applies will be billed in one-minute increments. Fractional minutes are
rounded up to the next minute.

If the computed charge for a call includes a fraction of a cent, the fraction is
rounded up to the whole cent (e.g., $1.244 is rounded up to $1.25).
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4, TEBMS AND CONDITIONS (Continued)

4.7 Payment of Charges (Continued)

4.7.2

4.7.3

Returned Check Fee

A charge equivalent to the applicable state return check charge may be applied
whenever a check or draft presented for payment of service is not accepted by the
institution on which it is written.

Adjustments for Taxes and Fees

When any municipality, other political subdivision, local agency of government, or
South Dakota Public Utilities Commission imposes upon and collects from Sprint Long
Distance, Inc. a gross receipts tax, occupation tax, license tax, permit fee, franchise
fee or regulatory fee, such taxes and fees shall, insofar as practicable, be billed pro
rata to the Sprint Long Distance, Inc. Customer receiving service within the territorial
limits of such municipality, other political subdivision, local agency of government, or
public utility commission. ’

The Company may adjust its rates and charges or impose additional rates and
charges on its Customers in order to recover amounts it is required by governmental
or quasi-government authorities to collect from or pay to others in support of statutory
or regulatory programs. Examples of such programs include, but are not limited to,
the Universal Service Fund, the Primary Interexchange Carrier Charge, and
compensation to payphone service providers for use of their payphones to access the
Company’s services.
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4. TERMS AND CONDITIONS (Continued)

4.7 Payment of Charges (Continued)

4.7.4

4.7.5

Late Fee

Subscribers billed directly by Sprint Long Distance, Inc. may be assessed a late fee of
1.5% on balances carried over to a subsequent invoice, where capabilities exist. The
late fee will be applied to the entire unpaid balance of the Customer's monthly invoice,
including taxes. The late fee wili not be applied to any disputed portion of the unpaid
balance if the dispute is resolved in the Customer's favor. A late fee is not applicable
to subsequent rebilling of any amount to which a late fee has already been applied.
Late charges are to be applied without discrimination.

Subscribers billed by a local exchange company (LEC) on behalf of the Company are
responsible for any late-payment charges that the LEC may employ in its billing
process.

Disputed Charges

Disputes concerning any charges invoiced must be raised prior to the due date of the
invoice. Customers may request an adjustment for wrong number calls.
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4. TERMS AND CONDITIONS (Continued)

4.8 Deposits -

Each applicant for service will be required to establish credit. Any applicant whose credit has
not been duly established to the sole and exclusive satisfaction of the Company may be
required to make a deposit to be held as a guarantee of payment of charges at the time of
application. In addition, an existing Subscriber may be required to make a deposit or increase
a deposit presently held.

4.8.1 A deposit is not to exceed the estimated charges for two (2) months' service plus
installation.

4.8.2 A deposit will be returned:
A. When an application for service has been cancelled prior to the establishment of
service. The deposit will be applied to any charges applicable in accordance with
the Tariff and the excess portion of the deposit will be returned; or

B. Atthe end of six (6) months of satisfactory credit history; or

C. Upon the discontinuance of service, the Company will refund the Subscriber's
deposit or the balance in excess of unpaid bills for the service.

483 The fact that a deposit has been made in no way relieves the Subscriber from
complying with the regulations with respect to the prompt payment of bills on
presentation.

4.8.4 The Company will pay interest on deposits pursuant to the rules and regulations of the
State of South Dakota.
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4. TERMS AND CONDITIONS (Continued)

4.9

4.10

Interruption of Service

It shall be the obligation of the Subscriber to notify the Company of any interruption of service.
Before giving such notice, the Subscriber shall ascertain that the trouble is not being caused
by any action or omission of the Subscriber or is not in the wiring or equipment connected to
the terminal of the Company.

Cancellation For Cause

Pursuant to Commission regulations, the Company, by written notice to Subscriber or
applicant, may immediately cancel the application for and/or discontinue service without
incurring any liability for any of the following reasons:

4.10.1

410.2

410.3

4.10.4

4.10.5

4.10.6

Non-payment of any sum due to the Company for service for more than thirty (30)
days beyond the date of rendition of the bill for such service.

Non-payment of any sum due to the Company for service for more than thirty (30)
days beyond rendition of the bill on any Sprint-Long Distance, Inc. account regardiess
of whether the application or service being canceled is related or unrelated to the
account or service for which the sum is past due; or

A violation of or failure to comply with any regulation governing the furnishing of
service.

An order of a court or other government authority having jurisdiction which prohibits
the Company from furnishing service.

Failure to post the deposit required by the deposit notice as specified elsewhere in this
Tariff.

Customer places repeated harassing phone calls to the Company including calls in
which the caller uses abusive language. )
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4. TEBRMS AND CONDITIONS (Continued)

4.11

412

413

Disconnection of Service

By giving advance verbal or written notice, Subscriber may disconnect service at any time
following the one month (30 days) minimum service requirement as described elsewhere in
this Tariff.

The Company will have up to thirty (30) days to complete the disconnect. Subscriber will be
responsible for all charges for thirty (30) days or until the disconnect is effected, whichever is
socner. This thirty (30) day period will begin on the day of receipt of notice from the -
Subscriber. '
Service Hours

Service is available twenty-four (24) hours a day, seven (7) days a week.

Restricted Service

Under certain circumstances, as described below, a Customer's long distance service may be
suspended, and the Customer routed to a receivable operator if the Customer has incurred
significant pre-bill charges and one or more of the following apply:

A. The Customer does not have credit information available from one of the major credit
reporting agencies;

B. The Customer has poor credit based on industry standards;
C. The Customer has not paid a bill in a timely manner; or
D. The Customer's usage resembles fraudulent usage.

If the Customer is routed to a voice response unit, the Customer will be advised that their
service has been restricted. The Customer will be provided the option of either: 1) making a
prepayment using a credit card or 2) dialing a toll free number to speak with a collection
representative.

The receivables operator or collection representative will explain the reasons for the restricted
service and the requirements for the Customer to resume unrestricted service. For example, if
the Customer has not paid a bill in a timely manner (in compliance with the requirements of
Payment of Charges as specified elsewhere in this Tariff), payment of the outstanding bill will
be requested. The Company also may request a deposit or a demonstration that the
Customer incurred similar charges with another carrier and paid such carrier in a timely
manner.
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4. TERMS AND CONDITIONS (Continued)

414 School and Library Discounts

Pursuant to FCC Docket No. 96-45, FCC 97-157 (Universal Service Order), schools and
libraries may be eligible for reduced rates funded by the federal universal service fund.

4.14.1 General

The Universal Service Support Mechanism was established to ensure affordable
telecommunications service to all Americans including low-income consumers and
eligible schools and libraries. Public and private schools (grades Kindergarten -
Twelve) and public libraries, may be eligible for discounts (Support) through the
Schools and Libraries Universal Service Support Mechanism (E-Rate Program) in
connection with the purchase of The Company’s services and equipment (Service). In
addition, these Customers may be eligible for state or local corollaries to the E-Rate
Program. '

4.14.2 Application for Support

A. E-Rate Program

The Customer will abide by all E-Rate Program rules for receipt of Support. The
Customer is responsible for applying to the Schools and Libraries Division (SLD)
of the Universal Service Administrative Company (or other authorized E-Rate
Program administrator) for Support from the E-Rate program each year the
Customer is eligible for the Support. The Customer will notify the Company in
writing within 30 days of its receipt of a Funding Commitment Decision Letter from
the SLD along with a copy of the notice and other relevant documentation as
requested by the Company.

Other Funding Sources

The Customer is responsible for applying for Support from state and/or local
administrators (Funding Sources). The Customer will notify the Company in
writing within 30 days of its receipt of a Support commitment from such Funding
Sources and will include a copy of its application, Funding Source Support
documentation, and other relevant documentation as requested by the Company.
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4. TERMS AND CONDITIONS (Continued)

4.14 School and Library Discounts {(Continued)

4.14.3 Receipt of Support

A. E-Rate Program

The Customer will pay, in full, all invoices issued by the Company prior to the
Company’s receipt of notification from the Funding Source acknowledging the
Customer’s receipt of Service. Upon notification, the Company will apply discounts
to the Customer's invoices or reimburse the Customer according to the Funding
Commitment Decision Letter. The Customer is responsible to apply for SLD
reimbursement (instead of receiving discounted Company bills) for all eligible
customer premises equipment rentals or other financed arrangements. The
Company reserves the right to require the Customer to seek SLD reimbursement
(instead of receiving discounted Company bills) if the Customer has not received
its Funding Commitment Decision Letter from the SLD by December 31 of the
funding year. All discounts or reimbursements will be retroactive to the date
authorized by the SLD funding year. The Company will either apply a credit to the
Customer’s account or provide the Customer with a check corresponding to the
appropriate amount of Support based on Service received.

. Other Funding Sources

The Customer will pay, in full, all invoices issued by the Company prior to the
Company’s receipt of notification from the Funding Source acknowledging the
Customer’s receipt of Service. Upon notification, the Company will apply discounts
or reimburse the Customer for Service delivered corresponding to the Funding
Source acknowledgement. These discounts or reimbursements will be retroactive
to the date authorized by the Funding Source funding year. The Company may
reimburse the Customer with a credit to the Customer’s account or with a check
corresponding to the appropriate amount of Support based on Setrvice received.
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4. TERMS AND CONDITIONS (Continued)

4,14 School and Library Discounts (Continued)

4.14.4 Failure to Obtain Support

A. The Customer wili reimburse the Company if the FCC, SLD or Funding Sources
fail to do so or if the FCC, SLD or Funding Sources reclaim any portion of Support
sent to the Company on Customer’s behalf. Customer will not be responsible for
Support withdrawn due to the Company’s material failure to provide Service.

B. The Company is not responsible for the Customer’s compliance with FCC, SLD or
Funding Source rules and regulations, the Customer's applications for Support, or

any decisions or actions by the FCC, SLD or Funding Sources with respect to the
Customer.

C. For Service agreements of more than one year, the Customer may not terminate
-the Agreement based solely on its failure to receive Support.
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5. Reserved for Future Use
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6. BUSINESS SERVICES

6.1

Message Telecommunications Services (MTS)

Message Telecommunications Services, except for Business Sense, are add-ons to the
Company's interstate offerings and accordingly, Customers must subscribe to Message
Telecommunications Services for both the interstate and intrastate long distance service.
These services are available only through Sprint LTD to Sprint LTD business Customers who
have selected Sprint Long Distance, Inc. as their Primary Interexchange Carrier. Applicable
interstate rates are located in the Company's interstate Business Schedule located at
www.sprint.com/tariffs.

6.1.1

Sprint Solutions Service

A Customer's phone line may not be classified as a “residential,” “public,” or “semi-
public” line or in housing associated with educational institutions.

The term “Dial-1” does not include: 1) calls which are pay-for-use, including but not
limited to calls to 900, 976, 555 and 700 numbers, 2) calls to Directory Assistance, 3)
operator service calls, including emergency interrupt and intercept call completion, 4)
FONCARD calls, 5) usage from multi-party conference calls and 6) inbound toll free
service calls.

if the Company determines the service is not being used for business service or in any
other way violates the restrictions of this service, the Subscriber will be ineligible for
the service and the Company may terminate the Customer’s account.

FONCARD Services, Operator Services and Directory Assistance are available with
all Sprint Solutions Services under the terms and conditions specified in Section 7 of
this Tariff. Calls placed using FONCARD Services and Operator Services are charged
at the applicable rates for those services in lieu of the rates specified herein for Sprint
Solutions Services, unless otherwise specified in the rates section for a particular
Sprint Solutions Service.

The Sprint Solutions Service rates will apply as long as the Customer remains a
Company and a Sprint LTD Customer and subscribes to all of the qualifying services.
Customers who discontinue any or all of the qualifying services will no longer be
eligible to subscribe to a Sprint Solutions Service and will be switched, upon notice, to
Business Sense as set forth in Section 6.1.2 of this Tariff.
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6. BUSINESS SERVICES (Continued)

6.1 Message Telecommunications Setvices (MTS) (Continued)

6.1.1  Sprint Solutions Service (Continued)

A. Reserved For Future Use

ISSUED: EFFECTIVE:
XX=XX~XX State Tariffs YY-Yy-yy
6450 Sprint Parkway
Overland Park, Kansas 66251



Sprint Long Distance, Inc.

South Dakota Tariff P.U.C. No. 1
Section 6

Original Page 3

INTEREXCHANGE TELECOMMUNICATIONS SERVICES TARIFF

6. BUSINESS SERVICES (Continued)

6.1 Message Telecommunications Services (MTS) (Continued)
6.1.1  Sprint Solutions Service (Continued)
B.  Sprint Business Simple Rate
Sprint Business Simple Rate plan is available to small business customers.
Customers must: 1) subscribe to a monthly minimum usage level of $30.00 or
$50.00 and 2) select the Company as their primary interexchange carrier. There
is no monthly recurring charge associated with this product.
Customers whose total monthly long distance usage charges do not meet the
monthly minimum usage level will be assessed the difference between their total
long distance usage charges and their subscribed monthly minimum usage level.
(1) Dial-1 Rates
Calls will be subject to an eighteen (18) second minimum. After the initial
eighteen (18) second minimum, calls will be billed in six (6) second
increments.
Monthly Minimum Usage Level
$30.00 $50.00
Per Minute $0.06 $0.055
(2) SDS Rates
Calls will be subject to an eighteen (18) second minimum. After the initial
eighteen (18) second minimum, calls will be billed in six (6) second
increments.
Per Minute 0.2230 0.2230
(3) Monthly Recurring Charge
No monthly recurring charge applies.
(4) FONCARD Service Rates
FONCARD calls will be subject to a thirty (30) second minimum. After the
initial thirty (30) second minimum, calls will be billed in six (6) second
increments.
Monthly Minimum Usage Level
$30.00 $50.00
Per Minute $0.10 $0.10
Connection Fee, per Call 0.90 0.90
ISSUED: EFFECTIVE:
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6. BUSINESS SERVICES (Continued)

6.1 Message Telecommunications Services (MTS) (Continued)

6.1.1  Sprint Solutions Service (Continued)

C.

Sprint Business AnyTime

Sprint Business AnyTime offers business customers a flat rate for Dial-1,
FONCARD, and SDS Services.

All calls will be subject to an eighteen (18) second minimum. After the initial
eighteen (18) second minimum, calls will be billed in six (6) second increments.

M

(2)

(3)

(4)

Dial-1 Rate

Per Minute $0.1420
SDS Rate

Per Minute 0.2230

Monthly Recurring Charge

The monthly recurring charge which affords Customers the ability to place
intrastate and interstate long distance calls is located in the Company's
interstate Business Schedule located at www.sprint.com/tariffs.

FONCARD Service Rates

Per Minute $0.1420
Connection Fee, per Call 0.55
ISSUED: EFFECTIVE:
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6. BUSINESS SERVICES (Continued)

6.1 Message Telecommunications Services (MTS) (Continued)

6.1.1  Sprint Solutions Service (Continued)

D. Sprint Block of Time for Small Business

Sprint Block of Time for Small Business offers small business customers a block
of minutes for a flat monthly fee. This block of minutes can be used for direct
dial outbound long distance voice services in the interstate and intrastate
jurisdictions. Block minutes will be applied to qualified domestic Dial-1
outbound usage. Block minutes cannot be applied to FONCARD, Operator or
Switched Data Service ("SDS"). Each customer may purchase only one block of
minutes per month.

No international usage can be applied to the block minutes. The Company will
charge Customers for any usage in excess of the block minutes (overage
minutes) selected at the rates set forth herein. Block minutes that have not
been used at the end of the Customer's billing cycle will not carry over to the
next month.

The following additional Sprint Block of Time for Small Business services are

available but will not contribute to the block of minutes: FONCARD and
Switched Data Service ("SDS").
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6. BUSINESS SERVICES (Continued)

6.1 Message Telecommunications Services (MTS) (Continued)

6.1.1  Sprint Solutions Service (Continued)

D.  Sprint Block of Time for Small Business (Continued)

(1) Dial-1 Rates

{a) Monthly Recurring Charges

Total Block of Domestic Minutes Intrastate Monthly Charge

1,000 $10.00
2,000 20.00
3,500 35.00
5,000 50.00
7,500 75.00
10,000 100.00
15,000 150.00
20,000 200.00

The monthly recurring charge which affords Customers the ability to
place interstate long distance calls is located in the Company's
interstate Business Schedule located at www.sprint.com/tariffs.

(b) Overage Rate

The following per minute rates apply for applicable interstate and
intrastate minutes above the block:

Overage Per Minute $0.10
(2) SDS Rate

All calls will be subject to an eighteen (18) second minimum. After the
initial eighteen (18) second minimum, calls will be billed in six (6) second

increments.
Per Minute $0.2230
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6. BUSINESS SERVICES (Continued)

6.1 Message Telecommunications Services (MTS) (Continued)

6.1.1  Sprint Solutions Service (Continued)

D.  Sprint Block of Time for Small Business (Continued)

(3) FONCARD Service Rates

All calls will be subject to an eighteen (18) second minimum. After the

initial eighteen (18) second minimum, calls will be billed in six (6) second
increments.

If an operator assists in call placement, the applicable operator service

charge and usage rates will apply in lieu of the following surcharge and
usage rates.

Per Minute $0.10
Connection Fee, per Call 0.55
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6. BUSINESS SERVICES (Continued)

6.1

Message Telecommunications Services (MTS) (Continued)

6.1.2

Business Sense

Business Sense is a packaged telecommunications service which offers small
business Customers a flat rated switched product using either domestic and/or
international calling for their outbound, FONCARD, and switched data service.
FONCARD is available as a feature of the Business Sense out-bound options. There
is no monthly recurring charge associated with this product.

This service is available to any Sprint LTD business Customer who contacts the
Company or is contacted by the Company and requests this service plan. Customers
may subscribe to another business service by contacting a Sprint LTD representative.

Customers subscribed to any Sprint Solutions Service who discontinue any or all of
the qualifying services and/or features and consequently no longer meet the eligibility
requirements for that service will be switched to this product. Customers may
discontinue this product at any time by subscribing to another business service for
which they meet the eligibility requirements.

ISSUED:
XX-XX~XX

EFFECTIVE:
State Tariffs YY-Yy-yy
6450 Sprint Parkway
Overland Park, Kansas 66251
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6. BUSINESS SERVICES (Continued)

6.1 Message Telecommunications Services (MTS) (Continued)
6.1.2 Business Sense (Continued)
Per Minute

Dial-1 Rates ' $0.2816
SDS Rate 0.2400
All calls will be subject to a thirty (30) second minimum. After the initial thirty (30)
second minimum, calls will be billed in six (6) second increments.
Monthly Recurring Charge
No monthly recurring charge applies.
FONCARD Business Sense Rates
If an operator assists in call placement, the applicable operator service charge
and usage rates will apply in lieu of the following surcharge and usage rates.
Per Minute $0.2816
Connection Fee, per Call 0.80

ISSUED: EFFECTIVE:

XX=XX=XX State Tariffs YY-yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251
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7. MISCELLANEOUS SERVICES

7.1

Casual Caller Service

7.1.1 General

Casual Caller Service is available to any person who uses the Company's service from
an equal access end office who does not have a current account with the Company, to
include:

A.  Any person who has not established an account with the Company who places
calls over the Company’s network from an equal access area.

B.  Any person located in an equal access area who voluntarily terminated their
Company account but continues to make calls over the Company’s network.

C.  Any person located in an equal access area who has had their account terminated
in accordance with the terms and conditions as set forth in Section 3 but continues
{o make calis on the Company’s network.

D. New or allocated Customers whose accounts are not yet established in
Company’s billing system.

Casual Caller Service is available for use twenty-four hours a day by dialing “101XXXX
+" to access the Company’s network where equal access (FGD) is available. By placing
a call on the Company network, a Casual Caller accepts and agrees to the regulations
and rates specified in this section.

If the Company charges a Customer Casual Caller rates in error, or through an error by
the local telephone company, the account will be credited for the erroneous charges.

A service charge will apply to each Casual Caller call, placed via direct dial or operator
assisted Station-to-Station or Person-to-Person, excluding Directory Assistance. If an
operator assists with the call, the call will be rated at Operator Services usage rates as
set forth in the Operator Services section of this Tariff. In addition, the appropriate
Operator Service Call Placement Charge as specified in the Operator Services section
of this Taritf is applicable.

7.1.2 Rates

Per Minute Rate $1.09

Per-Call Service Charge 3.99

ISSUED:
XX~XX-XX

EFFECTIVE:
State Tariffs YY-YY-yy¥
6450 Sprint Parkway
Overland Park, Kansas 66251
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7. MISCELLANEQUS SERVICES (Continued)

7.2

FONCARD Service

7.2.1 General

FONCARD Service is available to business customers who subscribe to Message
Telecommunications Services (MTS). All Subscribers will receive a FONCARD for use
when away from the established primary service location. FONCARD access can be
from tone-generating or rotary-dial telephone instruments and is available for origination
as described in Section 2. FONCARD Service Subscribers access the Company's
network by dialing "1-800-877-8000", plus "0," the called telephone number and
FONCARD number.

A per call connection fee plus Per Minute usage rates apply when a FONCARD is used
by FONCARD Customers for calls originating and terminating within the State of South
Dakota. If a Company Operator assists in call placement, the applicable Operator
Service Call Placement Charge and Per Minute usage rates will apply in lieu of the
FONCARD surcharge and Per Minute usage rates.

The FONCARD rates for business Customers are listed with the specific services with
which FONCARD Service is provided.

In addition, the same usage rates and surcharge apply when:

A.  The Company enters into an agreement with a reseller to serve as their alternate
long-distance carrier in those regions where the reseller cannot provide service, or

B. The Company participates in an agreement with a Local Exchange Carrier to
provide FONCARD Service via a special 800# offered in conjunction with the LEC
Calling Card.

ISSUED:
XX=XX-XX

EFFECTIVE:
State Tariffs yY-yy-yy
6450 Sprint Parkway
Overland Park, Kansas 66251
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7. MISCELLANEQUS SERVICES (Continued)

7.3

Directory Assistance (DA)

7.3.1 General

The Company provides the service of connecting Customers to a nationwide Directory
Assistance operator for a per-call charge for intrastate information requests. Customers
can receive up to two numbers per request. In order to obtain two numbers, the
Customer must request two numbers once the Customer reaches the live operator. The
fee applies whether or not the Directory Assistance operator furnishes the requested
telephone number(s), e.g., the requested telephone number is unlisted, non-published or
no record can be found. Requests for information other than telephone numbers will be
charged for as requests for telephone numbers.

A credit allowance for Directory Assistance will be provided upon request if a Customer
experiences poor transmission quality, is cut-off, receives an incorrect telephone
number, or misdials the intended Directory Assistance number.

National Directory Assistance Service gives a Customer the option of completing a call
to the called station telephone number received from the Directory Assistance operator
without hanging up and originating a new call. National Directory Assistance Service is
offered when a Customer requests intrastate Directory Assistance. A call completion
charge applies in addition to the Directory Assistance per-call charge if the Customer
accepts the offer. When two numbers are requested from Directory Assistance only the
second call can be completed. The call completion fee will not apply if the call cannot be
completed.

When a Company Operator assists with a Directory Assistance call the appropriate
operator handling charges will apply in addition to the Directory Assistance charge.

Calls placed to Directory Assistance utilizing a FONCARD will incur both the FONCARD
connection fee as well as the applicable Directory Assistance per-call charge.

Requests will be limited to two (2) per call.
A credit allowance for Directory Assistance will be provided upon request if the

Subscriber experiences poor transmission quality, is cut off, receives an incorrect
telephone number or misdials the intended Directory Assistance number.

ISSUED:
XX-XX~XX

EFFECTIVE:
State Tariffs YY-yy-yy
6450 Sprint Parkway
Qverland Park, Kansas 66251
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7. MISCELLANEOUS SERVICES (Continued)

7.3 Directory Assistance {(DA) (Continued)

7.3.2 Rates and Charges

A. Direct Dialed Calls

(1)  Per-call charge $1.99
(2) Call completion charge-automated 0.50

B. Operator Assisted Calls

(1)  Per-call charge $1.99
(2) Call completion charge 0.50
(3) Operator Service charges See Section 7.4
ISSUED: EFFECTIVE:
XX-XX-XX State Tariffs YY-yy-yy
6450 Sprint Parkway

Overland Park, Kansas 66251
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7. MISCELLANEQUS SERVIGES (Continued)

7.4 Operator Service

7.4.1 General

Operator Service is available to Customers for operator-assisted calls. Access to the
Company's Operator can be from either tone-generating and/or rotary-dial teiephone
instruments and is obtained by dialing one or more of the following dialing methods,
depending upon the LEC access arrangements and/or area of origination. When calling
from a payphone, hotel, motel, or other transient location, refer to the telephone
instrument for dialing instructions.

Customers who are presubscribed to the Company as their Primary Interexchange
Carrier may dial "00" to reach a Company operator; or dial "0+ the called telephone
number (NPA+ NXX-XXXX)" for long distance calling assistance from equal access
(FGD) areas.

Casual Caller Customers must dial "101XXXX + 0" to reach a Company operator from
Equal Access areas. Direct dialed operator-assisted Casual Caller calls must be dialed
as "101XXXX + 0 + NPA + NXX-XXXX". The Casual Caller Per-Call Service Charge as
specified in Section 7.1 of this Tariff applies in addition to the applicable Operator
Service Call Placement Charge. The operator-assisted Casual Caller call will be rated
at the Operator Service usage rates.

ISSUED:
XX=XX-XX

EFFECTIVE:
State Tariffs YY-yy-yy
6450 Sprint Parkway '
Overland Park, Kansas 66251
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7 Miscellaneous Services (Continued)

7.4 Operator Service (Continued)

7.4.2 Rates and Charges

The following rates will apply to operator handled calls placed within the State of South
Dakota. Calls placed by Customers utilizing these services will be charged their
respective usage rates plus the applicable Call Placement Charge(s) or Connection Fee.

A. Call Placement Charges or Connection Fees

Call Placement Charge
Class Of Service Or Connection Fee

Non-Transient Transient”

(1) Station-to-Station $5.50 $5.50

(a) Station-to-Station LEC 5.50 5.50
(2) Person-to-Person 4.90 9.49
(3) Collect Station-to-Station 5.50 5.50
(4) Collect Person-to-Person 4.90 9.49
(5) Third-Party Billing

(a) Station-to-Station 5.50 5.50

(b) Person-to-Person 4.90 9.49
(6) LEC Calling Card®

(@) Operator Dialed Station-to-Station 5.50 5.50

(b) Customer Dialed Station-to-Station 5.50 5.50

(c) Person-to-Person 4.90 9.49
(7) Problem Assistance 0.00 0.00
(8) Operator-Dialed Surcharge™ 1.15 1.15

M Includes payphones, hotels, motels, or other transient locations.

@ The Company accepts only cards which it can identify as valid. Usage and Call Placement Charges
or Connection Fees for LEC Charge Card calls appear on the LEC bill for both Company and
non-Company Subscribers.

® This surcharge applies in addition to all Station-to-Station and Person-to-Person Operator Service
charges when the Customer has the ability to dial all the digits necessary for call completion but dials
instead "0", "00-", or 101XXXX + "0" to reach the Company’s operator to have the operator complete
the call. The surcharge will be applied to all Operator Service calls completed by an operator except
for 1) calls which cannot be completed by the Customer due to equipment failure or trouble on the
Company’s network; 2) when FONCARD Service is being used; 3) when a LEC Calling Card is used
from a payphone; or 4) defaults to an operator for assistance while using a toll free collect service.

ISSUED: EFFECTIVE:
XX-XX-XX State Tariffs YY-yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251
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7 Miscellaneous Services (Continued)

7.4 Qperator Service (Continued)

7.4.2 Rates and Charges (Continued)

A.  GCall Placement Charges or Connection Fees (Continued)

Class Of Service (Continued)

(9) Busy Line Verification®
(10) Emergency Interruption®

B. Usage Rates

Transient™
Non-Transient

Mileage
0-10
11-16
17-22
23-30
31-40
56-100
41-55
86-124
125-244
245-392

m
@)

Call Placement Charge
QOr Connection Fee

Non-Transient Transient'"

$6.50 $6.50

6.50 6.50

Per Minute of Use

$0.89
See below
Current Current
Initial Minute Additional Minute
Night/ Night/

Day Evening Weekend | Day Evening  Weekend
3000 .2400 .1800 .1800 .1440 . 1080
.3800 .3040 .2280 2000 .1600 . 1200
3900 .3120 .2340 .2200 .1760 . 1320
4300 .3440 .2580 .2400 .1920 . 1440
4500  .3600 .2700 .2600 .2080 .1560
4800 .3840 .2880 2900 .2320 1740
5100 .4080 3060 3200 .2560 .1920
5300 .4240 .3180 3400 .2720 .2040
5400 4320 3240 .3600 .2880 .2160
5500 .4400 .3300 .3800 .3040 .2280

Includes payphones, hotels, motels, or other transient locations
The Busy Line Verification charge applies when the Company provides operator assistance to
determine if there is an ongoing conversation at a called station.

The Emergency Interruption

surcharge applies in addition to the Busy Line Verification charge when the Company provides
operator assistance to interrupt an ongoing conversation, regardless of whether the interruption is

successful.
ISSUED: EFFECTIVE:
XX-XX-XX State Tariffs VY-yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251
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7. Miscellaneous Services (Continued)

7.5 Payphone Surcharge

7.5.1 General

Payphone Surcharge will be applied to all completed intrastate long distance calls
placed from a public/semi-public payphone when:

A. An alternate billing method is used for calling card, commercial credit card, collect
or third-party calls.

B.  Long distance calls are placed via a designated toll free number, (e.g. FONCARD,
Prepaid Calling Cards).

C. Directory Assistance calls are made.

The Payphone Surcharge will be applied in addition to ali other applicable
surcharges, Operator Service Call Placement Charges or usage rates.

The following per-call surcharge will be applied to all complieted intrastate calls
made from a public/semi-public payphone, as described preceding.

7.5.2 Rates and Charges

Dial around compensation . $0.55

ISSUED: EFFECTIVE:
XX=XX=XX State Tariffs YY-yy-yy

6450 Sprint Parkway
Overland Park, Kansas 66251
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8. Promotional Offerings

The Company may from time to time engage in special promotional service offerings designed to
attract new customers or to increase existing subscribers’ awareness of a particular tariff offering.

These offerings may be limited to certain dates, and/or times.

ISSUED: EFFECTIVE:
State Tariffs YY-yy-vyy

XX-XX-XX
6450 Sprint Parkway
Overland Park, Kansas 66251








