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NEXTEL COMMUNICATIONS, INC. AND SUBSIDIARIES 
Reconciliations of Non-GAAP Financial Measures for 2004 

 

The tables below include financial information prepared in accordance with Generally Accepted Accounting Principles, or GAAP, as well as 
other financial measures referred to as non-GAAP.  The non-GAAP financial measures should be considered in addition to, but not as a 
substitute for, the information prepared in accordance with GAAP.  Nextel made a determination that its historical financial statements 
should be restated to correct certain errors relating to the accounting for operating leases.  As the correction relates solely to accounting 
treatment, it does not affect Nextel’s historical or future cash flow or the timing of payments under its relevant leases. 
(1) OIBDA represents operating income before depreciation and amortization.  OIBDA per sub per month represents OIBDA divided by the 

weighted average subscriber handset units in commercial service on a per month basis.  OIBDA margin represents OIBDA divided by 
service revenues.  OIBDA, OIBDA per sub per month and OIBDA margin as defined above may not be similar to OIBDA measures of 
other companies, are not measurements under accounting principles generally accepted in the United States and should be considered in 
addition to, but not as a substitute for, the information contained in our statement of operations.  We believe that OIBDA, OIBDA per 
sub per month and OIBDA margin provide useful information to investors because they are indicators of the strength and performance 
of our ongoing business operations, including our ability to fund discretionary spending such as capital expenditures, spectrum 
acquisitions and other investments and our ability to incur and service debt.  While depreciation and amortization are considered 
operating costs under generally accepted accounting principles, these expenses primarily represent the non-cash current period 
allocation of costs associated with long-lived assets acquired or constructed in prior periods.  Our OIBDA, OIBDA per sub per month 
and OIBDA margin calculations are commonly used as some of the bases for investors, analysts and credit rating agencies to evaluate 
and compare the periodic and future operating performance and value of companies within the wireless telecommunications industry.  
OIBDA can be reconciled to our consolidated statements of operations as follows: 

   For the three months ended   For the year ended 
 March 31, 2004 June 30. 2004 September 30. 2004 December 31, 2004  December 31, 2004 
 As restated As restated As restated   
 (dollars in millions, except per sub amounts) 

Operating income  $ 764  $ 807  $ 855  $ 857  $ 3,283 
Depreciation and amortization   443   453   470   475   1,841 
 OIBDA  $ 1,207  $ 1,260  $ 1,325  $ 1,332  $ 5,124 
      
 OIBDA per sub per month  $ 31  $ 31  $ 31  $ 30  $ 31 
 Operating income per sub per month  $ 19  $ 20  $ 20  $ 19  $ 20 
      
 OIBDA margin   43%   43%   43%   42%   43% 
 Operating income margin   28%   27%   28%   27%   28% 

(2) Average monthly revenue per handset/unit in service, or ARPU, is an industry metric that measures service revenues per period divided 
by the weighted average number of handsets in commercial service during that period, excluding the impact of Boost Mobile.  ARPU as 
defined above may not be similar to ARPU measures of other companies, is not a measurement under accounting principles generally 
accepted in the United States and should be considered in addition to, but not as a substitute for, the information contained in our 
statement of operations.  We believe that ARPU provides useful information concerning the appeal of our rate plans and service 
offerings and our performance in attracting and retaining high value customers.  Other revenue includes revenues from Boost Mobile, 
roaming, analog and other.  ARPU can be calculated and reconciled to our consolidated statements of operations as follows: 

  For the three months ended  For the year ended 
 March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 December 31, 2004 

 
(in millions, except for ARPU) 

Service revenues  $ 2,776  $ 2,939  $ 3,053  $ 3,157  $ 11,925 
Less:  Other revenue   74   87   108   142   411 
Subscriber revenues  $ 2,702  $ 2,852  $ 2,945  $ 3,015  $ 11,514 
      
      
ARPU calculated with Subscriber 
revenues  $ 69  $ 70  $ 69  $ 68  $ 69 
      
ARPU calculated with Service 
revenues  $ 71  $ 72  $ 72  $ 71  $ 72 
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(3) Lifetime Revenue per Subscriber, or LRS, is an industry metric calculated by dividing ARPU (see note 2) by the customer churn rate.  
The customer churn rate is an indicator of customer retention and represents the monthly percentage of the customer base that 
disconnects from service.  Customer churn is calculated by dividing the number of handsets disconnected from commercial service 
during the period by the average number of handsets in commercial service during the period.  LRS as defined above may not be similar 
to LRS measures of other companies, is not a measurement under accounting principles generally accepted in the United States and 
should be considered in addition to, but not as a substitute for, the information contained in our statement of operations.  We believe 
LRS is an indicator of the expected lifetime revenue of our subscribers, assuming that churn and ARPU remain constant as indicated.  
LRS is calculated as follows: 
   For the three months ended For the year ended
 March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 December 31, 2004

ARPU calculated with 
Subscriber revenues  $ 69  $ 70  $  69  $  68  $  69  
Divided by:  Churn     1.7%    1.6%     1.5%     1.5%     1.6% 

Subscriber revenue LRS  $ 4,059  $ 4,375  $ 4,600  $ 4,533  $ 4,313 
      

ARPU calculated with 
Service revenues  $ 71  $ 72  $  72  $  71  $  72 
Divided by:  Churn     1.7%    1.6%     1.5%   1.5%     1.6% 

Service revenue LRS  $ 4,176  $ 4,500  $ 4,800  $ 4,733  $ 4,500 

(4) Unlevered free cash flow represents OIBDA (see note 1) less capital expenditures, payments for licenses, acquisitions and other, 
adjusted for increases or decreases in working capital and other.  Unlevered free cash flow as defined above may not be similar to 
unlevered free cash flow measures of other companies, is not a measurement under accounting principles generally accepted in the 
United States and should be considered in addition to, but not as a substitute for, the information contained in our statement of cash 
flows.  We believe that unlevered free cash flow provides useful information to investors, analysts and our management about the cash 
generated by our core operations and our ability to fund interest payments, preferred stock dividends, scheduled debt maturities and 
other financing activities, including discretionary refinancing and retirement of debt and the purchase or sale of investments.  Unlevered 
free cash flow can be reconciled to our consolidated statements of cash flows as follows: 

  For the three months ended For the year ended
 March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 December 31, 2004
 (in millions) 
Net cash provided by operating activities  $ 1,244  $ 761  $ 986  $ 1,297  $ 4,288 
Change in accrued interest on short-term 
investments   3   3   (7)   (1)   (2) 
Net cash used in investing activities   (521)   (674)   (453)   (298)   (1,946) 
Proceeds from sales of investments   (77)   —   —   —   (77) 
Purchase of shares of Nextel Partners   —   —   77   —   77 
Net changes in short-term investments and other   (142)   (17)   (302)   (367)   (828) 
Net interest paid, including capitalized interest   163   139   166   100   568 

Unlevered free cash flow  $ 670  $ 212  $ 467  $ 731  $ 2,080 

(5) Free cash flow represents OIBDA (see note 1) less capital expenditures, payments for licenses, acquisitions and other, net interest paid, 
preferred stock dividends, adjusted for increases or decreases in working capital and other.  Free cash flow as defined above may not be 
similar to free cash flow measures of other companies, is not a measurement under accounting principles generally accepted in the 
United States and should be considered in addition to, but not as a substitute for, the information contained in our statement of cash 
flows.  We believe that free cash flow provides useful information to investors, analysts and our management about the cash generated 
by our core operations after interest and dividends and our ability to fund scheduled debt maturities and other financing activities, 
including discretionary refinancing and retirement of debt and the purchase or sale of investments.  Free cash flow can be reconciled to 
our consolidated statements of cash flows as follows: 

  For the three months ended  For the year ended 
March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 December 31, 2004 

(in millions) 

Net cash provided by operating activities  $ 1,244  $ 761  $ 986  $ 1,297  $ 4,288 
Change in accrued interest on short-term 
investments   3   3   (7)   (1)   (2) 
Net cash used in investing activities   (521)   (674)   (453)   (298)   (1,946) 
Proceeds from sales of investments   (77)   —   —   —   (77) 
Purchase of shares of Nextel Partners   —   —   77   —   77 
Net changes in short-term investments and other   (142)   (17)   (302)   (367)   (828) 
Free cash flow  $ 507  $ 73  $ 301  $ 631  $ 1,512 
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(6) Cost per Gross Add, or CPGA, is an industry metric that is calculated by dividing our selling, marketing and handset and accessory 

subsidy costs, excluding costs unrelated to initial customer acquisition, by our new subscribers during the period, or gross adds.  CPGA 
excludes the impact of the Boost Mobile program.  CPGA as defined above may not be similar to CPGA measures of other companies, 
is not a measurement under accounting principles generally accepted in the United States and should be considered in addition to, but 
not as a substitute for, the information contained in our statement of operations.  We believe CPGA is a measure of the relative cost of 
customer acquisition.  Costs unrelated to initial customer acquisition include the revenues and costs associated with retaining existing 
subscribers or subscribers of Boost Mobile branded service.  CPGA can be calculated and reconciled to our consolidated statements of 
operations as follows: 

   For the three months ended  For the year ended 
 March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 December 31, 2004 
 (in millions, except for CPGA) 

Handset and accessory revenues $ 327 $ 350 $ 345 $ 421 $ 1,443 
Less: Cost of handset and accessory revenues  489  496  504  588  2,077 
Handset and accessory subsidy costs   162   146   159   167   634 
Plus: Selling and marketing  495  534  528  577  2,134 
Statement of Operations costs  657  680  687  744  2,768 
Less: Costs unrelated to initial customer 

acquisition and  
 Boost Mobile  102  142  168  192  604 
Customer acquisition costs $ 555 $ 538 $ 519 $ 552 $ 2,164 
 
Cost per Gross Add from customer 
acquisition costs $ 480 $ 455 $ 440 $ 440 $ 455 
 
Cost per Gross Add from Statement of 
Operations costs $ 570 $ 575 $ 580 $ 595 $ 580 

(7) Adjusted income available to common stockholders represents our income available to common stockholders excluding certain gains, 
losses and other charges that do not relate to the ongoing operations of our wireless business.  Adjusted income available to common 
stockholders as defined above may not be similar to adjusted income available to common stockholders measures of other companies, is 
not a measurement under accounting principles generally accepted in the United States and should be considered in addition to, but not 
as a substitute for, the information contained in our statement of operations.  We believe that adjusted income available to common 
stockholders is useful because it allows investors to evaluate our operating results and related financial performance for different periods 
on a more comparable basis by excluding items that do not relate to the ongoing operations of our wireless business.  Adjusted income 
available to common stockholders can be reconciled to our consolidated statements of operations as follows: 

   For the three months ended  
   March 31, 2004    June 30, 2004   September 30, 2004  
  Basic EPS  Basic EPS  Basic EPS
 As restated As restated As restated 
 (in millions, except per share amounts) 

Income available to common stockholders  $ 593  $ 0.54  $ 1,340  $ 1.21  $ 588  $ 0.53 
Loss on retirement of debt, net of income tax    17    0.01    34    0.03    21    0.02 
Net tax benefit from the release of valuation allowance   —   —   (764)   (0.69)   (175)   (0.16) 
Realized gain on investments   (26)   (0.02)   —   —   —   — 

Adjusted income available to common stockholders  $ 584  $ 0.53  $ 610  $ 0.55  $ 434  $ 0.39 

 

 
For the three  
months ended For the year ended 

   December 31, 2004   December 31, 2004  
  Basic EPS  Basic EPS
 (in millions, except per share amounts) 

Income available to common stockholders  $ 470  $ 0.42  $ 2,991  $ 2.69 
Loss on retirement of debt, net of income tax    20    0.02    92    0.08 
Net tax benefit from the release of valuation allowance   (38)   (0.03)   (977)   (0.88) 
Realized gain on investments   —   —   (26)   (0.02) 

Adjusted income available to common stockholders  $ 452  $ 0.41  $ 2,080  $ 1.87 
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(8) Proforma adjusted income available to common stockholders represents our income available to common stockholders excluding certain 
gains, losses and other charges that do not relate to the ongoing operations of our wireless business.  Proforma adjusted income available 
to common stockholders also assumes a 39% tax rate applied for 2004, which may not have been the case had we been fully taxable in 
2004.  Proforma adjusted income available to common stockholders as defined above may not be similar to proforma adjusted income 
available to common stockholders measures of other companies, is not a measurement under accounting principles generally accepted in 
the United States and should be considered in addition to, but not as a substitute for, the information contained in our statement of 
operations.  We believe that proforma adjusted income available to common stockholders is useful because it allows investors to 
evaluate our operating results and related financial performance for different periods on a more comparable basis by excluding items 
that do not relate to the ongoing operations of our wireless business and it assumes a comparable tax rate to our 2005 guidance.  
Proforma adjusted income available to common stockholders can be reconciled to our consolidated statements of operations as follows: 

   For the three months ended  
   March 31, 2004    June 30, 2004   September 30, 2004  
  Basic EPS  Basic EPS  Basic EPS
 As restated As restated As restated 
 (in millions, except per share amounts) 

Income available to common stockholders  $ 593  $ 0.54  $ 1,340  $ 1.21  $ 588  $ 0.53 
Loss on retirement of debt, net of income tax    10    0.01    21    0.02    21    0.02 
Proforma net impact of an assumed 39% tax rate   (212)   (0.19)   (961)   (0.87)   (170)   (0.16) 
Realized gain on investments, net of income tax   (16)   (0.02)   —   —   —   — 

Proforma adjusted income available to common stockholders  $ 375  $ 0.34  $ 400  $ 0.36  $ 439  $ 0.39 

 

 
For the three  
months ended For the year ended 

   December 31, 2004   December 31, 2004  
  Basic EPS  Basic EPS
 (in millions, except per share amounts) 

Income available to common stockholders  $ 470  $ 0.42  $ 2,991  $ 2.69 
Loss on retirement of debt, net of income tax    20    0.02    72    0.07 
Proforma net impact of an assumed 39% tax rate   (44)   (0.04)   (1,387)   (1.25) 
Realized gain on investments, net of income tax   —   —   (16)   (0.02) 

Proforma adjusted income available to common stockholders  $ 446  $ 0.40  $ 1,660  $ 1.49 
     

 

(9) Cash cost per handset/unit, or CCPU, is calculated by dividing the sum of our cost of service and general and administrative expenses by 
the weighted average number of handsets in commercial service during the period.  CCPU as defined above may not be similar to CCPU 
measures of other companies, is not a measurement under accounting principles generally accepted in the United States and should be 
considered in addition to, but not as a substitute for, the information contained in our statement of operations.  CCPU is commonly used 
within our industry as an indicator of the cash expenses associated with ongoing business operations on a per handset basis.  Our 
management uses CCPU as an integral part of internal reporting and believes CCPU is also useful to investors to evaluate our ability to 
scale costs associated with providing services to customers and managing our core business operations.  CCPU can be reconciled to our 
consolidated statements of operations as follows: 

   For the three months ended  For the year ended 
 March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 December 31, 2004 
 As restated As restated As restated   
 (in millions, except for CCPU) 

Cost of service   $ 436  $ 455  $ 510  $ 525  $ 1,926 
General and administrative    476   544   531   556   2,107 
    $ 912   $ 999   $ 1,041   $ 1,081   $ 4,033 
      
CCPU   $ 23  $ 24  $ 25  $ 24  $ 24 
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(10) The ratio of long-term debt to OIBDA (see note 1) is calculated by dividing our long-term debt as of the end of the relevant quarter by 
the applicable quarter’s OIBDA on an annualized basis, which is calculated by multiplying the quarter’s OIBDA by four.  The ratio of 
long-term debt to OIBDA as defined above may not be similar to measures of other companies, are not measurements under accounting 
principles generally accepted in the United States and should be considered in addition to, but not as a substitute for, the information 
contained in our financial statements.  The ratio of long-term debt to OIBDA is a credit metric commonly used by investors and credit 
agencies as an indicator of financial risk, including our ability to repay or refinance our debt obligations.  The ratio of long-term debt to 
OIBDA can be reconciled to our financial statements as follows: 

 
   For the three months ended  
 March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 
 As restated As restated As restated  

 
(dollars in millions) 

Long-term debt $ 10,308 $ 9,607 $ 9,126 $ 8,549 
 
Divided by quarterly OIBDA (note 1) annualized $ 4,828 $ 5,040 $ 5,300 $ 5,328 
 
Ratio of long-term debt to  OIBDA  2.1x  1.9x  1.7x  1.6x 
 

Long-term debt $ 10,308 $ 9,607 $ 9,126 $ 8,549 
 
Divided by quarterly operating income (note 1) 
annualized $ 3,056 $ 3,228 $ 3,420 $ 3,428 
 
Ratio of long-term debt to operating income  3.4x  3.0x  2.7x  2.5x 

 

 (11) The ratio of net debt to OIBDA (see note 1) is calculated by dividing our long-term debt less cash, cash equivalents and short-term 
investments (net debt) as of the end of the relevant quarter by the applicable quarter’s OIBDA on an annualized basis, which is 
calculated by multiplying the quarter’s OIBDA by four.  The ratio of net debt to OIBDA as defined above may not be similar to 
measures of other companies, are not measurements under accounting principles generally accepted in the United States and should be 
considered in addition to, but not as a substitute for, the information contained in our financial statements.  The ratio of net debt to 
OIBDA is a credit metric commonly used by investors and credit agencies as an indicator of financial risk, including our ability to repay 
or refinance our debt obligations.  The ratio of net debt to OIBDA can be reconciled to our financial statements as follows: 

   For the three months ended  
 March 31, 2004   June 30, 2004 September 30, 2004 December 31, 2004 
 As restated As restated As restated  

 
(dollars in millions) 

Long-term debt  $ 10,308  $ 9,607 $ 9,126 $ 8,549 
  Less: cash, cash equivalents and short-term investments   (2,713)   (2,094)  (1,691)  (1,814) 
Net debt  $ 7,595  $ 7,513 $ 7,435 $ 6,735 
   
Divided by quarterly OIBDA (note 1) annualized  $ 4,828  $ 5,040 $ 5,300 $ 5,328 
   
Ratio of net debt to  OIBDA   1.6x   1.5x  1.4x  1.3x 
   
Long-term debt  $ 10,308  $ 9,607 $ 9,126 $ 8,549 
  Less: cash, cash equivalents and short-term investments   (2,713)   (2,094)  (1,691)  (1,814) 
Net debt  $ 7,595  $ 7,513 $ 7,435 $ 6,735 
   
Divided by quarterly operating income (note 1) annualized  $ 3,056  $ 3,228 $ 3,420 $ 3,428 
   
Ratio of net debt to operating income   2.5x   2.3x  2.2x  2.0x 
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(12) The ratio of OIBDA (see note 1) to interest expense is calculated by dividing OIBDA by interest expense.  The ratio of OIBDA to 
interest expense as defined above may not be similar to measures of other companies, are not measurements under accounting principles 
generally accepted in the United States and should be considered in addition to, but not as a substitute for, the information contained in 
our financial statements.  The ratio of OIBDA to interest expense is a credit metric commonly used by investors and credit agencies as 
an indicator of a company's ability to cover scheduled interest payments with funds generated from operations.  The ratio of OIBDA to 
interest expense can be reconciled to our financial statements as follows: 

   For the three months ended  For the year ended 
  March 31, 2004 June 30, 2004 September 30, 2004 December 31, 2004 December 31, 2004 
 As restated As restated As restated   

 
(dollars in millions) 

OIBDA  $ 1,207  $ 1,260  $ 1,325  $ 1,332  $ 5,124 
      
Divided by interest expense  $ 154  $ 155  $ 146  $ 139  $ 594 
      
Ratio of OIBDA to interest expense   7.8x   8.1x   9.1x   9.6x   8.6x 
      
Operating income  $ 764  $ 807  $ 855  $ 857  $ 3,283 
      
Divided by interest expense  $ 154  $ 155  $ 146  $ 139  $ 594 
      
Ratio of Operating income to interest expense   5.0x   5.2x   5.9x   6.2x   5.5x 
      

 
(13) The return on invested capital (ROIC) is calculated by dividing OIBDA (see note 1) by the total of our gross property, plant and 

equipment and our net intangible assets.  ROIC as defined above may not be similar to measures of other companies, are not 
measurements under accounting principles generally accepted in the United States and should be considered in addition to, but not as a 
substitute for, the information contained in our financial statements.  ROIC is a metric commonly used by investors and credit agencies 
as an indicator of whether value is being created in the company.  ROIC can be reconciled to our financial statements as follows: 

 

 
For the year 

ended 
 December 31, 2004 
 (dollars in millions) 

OIBDA  $ 5,124 
  
Divided by:  
 Property, plant and equipment, gross  $ 16,953 
 Intangible assets, net   7,223 
  $ 24,176 
  
ROIC with OIBDA   21.2% 
  
Operating income  $ 3,283 
  
Divided by:  
 Property, plant and equipment, gross  $ 16,953 
 Intangible assets, net   7,223 
  $ 24,176 
  
ROIC with operating income   13.6% 

 


