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PART 1

Item 1. Business

"o

As used in this Annual Report on Form 10-K, "we," "us" and "our" refer to Nextel Partners, Inc., "Nextel" refers to Nextel
Communications, Inc. (and/or, where appropriate, its subsidiaries), and "Nextel WIP" refers to Nextel WIP Corp., an indirect wholly owned
subsidiary of Nextel.

Overview

We provide fully integrated, wireless digital communications services using the Nextel® brand name in mid-sized and rural markets
throughout the United States. We offer four distinct wireless services in a single wireless handset. These services include Nationwide Direct
ConnectS™M, cellular voice, short messaging and cellular Internet access, which provides users with wireless access to the Internet and an
organization's internal databases as well as other applications, including e-mail. We hold licenses for wireless frequencies in markets where over
53 million people, or Pops, live and work. We have constructed and operate a digital mobile network compatible with the digital mobile network
constructed and operated by Nextel in targeted portions of these markets, including 13 of the top 100 metropolitan statistical areas and 56 of the
top 200 metropolitan statistical areas in the United States ranked by population. Our combined Nextel Digital Wireless Network constitutes one
of the largest fully integrated digital wireless communications systems in the United States, currently covering 293 of the top 300 metropolitan
statistical areas in the United States. As of December 31, 2003, our portion of the Nextel Digital Wireless Network covered approximately
38 million Pops and we had approximately 1,233,200 digital handsets in service in our markets.

Our relationship with Nextel was created to accelerate the build-out and expand the reach of the Nextel Digital Wireless Network. In
January 1999, we entered into a joint venture agreement with Nextel WIP. Nextel, through Nextel WIP, contributed to us cash and licenses for
wireless frequencies and granted us the exclusive right to use the Nextel brand name in exchange for ownership in us and our commitment to
build out our compatible digital wireless network in selected markets and corridors, in most cases adjacent to operating Nextel markets. As of
December 31, 2003, Nextel WIP owned 30.2% of our outstanding common stock and was our largest stockholder. By the end of 2002, we had
successfully built all of the markets we were initially required to build under our 1999 agreement with Nextel. Since 1999 we have exercised
options to expand our network into additional markets. By June 2003, we had completed the construction of all of these additional markets.
Through our affiliation with Nextel our customers have seamless nationwide coverage on the entire Nextel Digital Wireless Network.

Our senior management team has substantial operating experience, with most members averaging over 16 years in the telecommunications
industry. Most members of senior management have significant experience working at AT&T Wireless, McCaw Cellular and/or Nextel. Key
stockholders, in addition to Nextel WIP, include Madison Dearborn Capital Partners II, L.P. ("Madison Dearborn Partners"), Cascade
Investments, LLC, an investment company controlled by William H. Gates III ("Cascade Investments"), Motorola Inc. ("Motorola") and Eagle
River Investments, LLC, an investment company controlled by Craig M. McCaw ("Eagle River").

We offer a package of wireless voice and data services under the Nextel brand name targeted primarily to business users. We currently
offer the following four services, which are fully integrated and accessible through a single wireless handset:

digital cellular, including advanced calling features such as speakerphone, conference calling, voicemail, call forwarding and
additional line service;

Direct Connect service, the digital walkie-talkie service that allows customers to instantly connect with business associates,
family and friends without placing a phone call;



Edgar Filing: NEXTEL PARTNERS INC - Form 10-K

short messaging, the service that utilizes the Internet to keep customers connected to clients, colleagues and family with text,
numeric and two-way messaging; and

Nextel Online® services, which provide customers with Internet-ready handsets access to the World Wide Web and
web-based applications such as e-mail, address books, calendars and advanced Java enabled business applications.

We were incorporated in the State of Delaware in July 1998. Our principal executive offices are located at 4500 Carillon Point, Kirkland,
Washington 98033. Our telephone number is (425) 576-3600.

Strategic Alliance with Nextel

Our affiliation with Nextel is an integral part of our business strategy. Under our agreements with Nextel WIP, which are described in more
detail below, we enjoy numerous important benefits, including:

Nextel Brand and Differentiated Marketing Programs. We have the exclusive right to build, operate and provide fully
integrated digital wireless communication services using the Motorola-developed integrated Digital Enhanced Network, or
iDEN, platform and the Nextel brand name in all of our markets. We benefit from Nextel's national advertising and
promotion of its brand.

Integrated Nationwide Network. Our network is operationally seamless with Nextel's network, enabling our respective
customers to utilize the same voice and data services when operating on either company's network.

Exclusive Roaming Arrangement. We have the exclusive right to provide wireless communication services using the
iDEN/800 MHz frequencies to Nextel's customers who roam into our markets. Pursuant to our operating agreements with
Nextel WIP, Nextel's subscribers generate revenue for us when they roam into our markets, and we pay Nextel when our
subscribers roam into its markets. For the year ended December 31, 2003, we earned $115.9 million in roaming revenues
from Nextel customers who utilized our portion of the Nextel Digital Wireless Network.

Coordinated Infrastructure Development. In exchange for a fee, based on Nextel's cost to provide the service, we have the
right to utilize portions of Nextel's network infrastructure, including certain switching facilities and network monitoring
systems, until our customer volume makes it advantageous for us to build our own. The operating agreements with Nextel
WIP also provide us access to technology improvements resulting from Nextel's research and development.

Supplier Relationships. Nextel assists us in obtaining substantially the same terms it receives from suppliers of equipment
and services. We also have the ability to develop our own relationships with suppliers of our choice.

National Accounts. Numerous offices and branches of Nextel's national accounts have become our customers when we have
launched service in their area.

International Roaming. We have the ability to either operate under Nextel's international roaming agreements or, under
certain circumstances, to require Nextel WIP to provide us with comparable international roaming capabilities under its
agreements with international carriers. Accordingly, our customers are able to travel worldwide and still receive the benefits
of their Nextel service. For example, in coordination with Nextel, our customers have the ability to roam in the Mexico
market area where NII Holdings, Inc. offers iDEN-based services and also in the Canadian market areas where TELUS
offers iDEN-based services. Furthermore, by using the i2000plus® handset, a dual mode handset that operates on both the
iDEN technology and the GSM 900 MHz standard, our customers receive digital roaming services on iDEN 800 MHz and
GSM 900 MHz networks in over 80 countries.
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Business Strategy

Our mission is to provide high quality, integrated wireless service that maximizes customer and investor value. To achieve this mission, we
strive to build a corporate culture around five guiding principles:

Strive for 100% employee satisfaction.

Strive for 100% customer satisfaction.

Achieve targeted revenue growth with a low cost structure.

Achieve win-win results through the power of teamwork.

Work smart while remaining humble.

Our mission statement and guiding principles serve as the bedrock for all of our business strategies. In addition to our relationship with
Nextel, we believe the following elements of our business strategy will distinguish our wireless service offerings from those of our competitors
and will enable us to compete successfully:

Provide Differentiated Package of Wireless Services. Along with Nextel, we offer fully integrated, wireless communications
services Nationwide Direct Connect, digital cellular, short messaging and Nextel Online all in a single wireless device with no roaming charges
nationwide. We believe this "four-in-one" offering is particularly attractive to business users. We further believe that for customers who desire
multiple wireless services, the convenience of combining multiple wireless communications options in a single handset for a single package
price with a single billing statement is an important feature that helps distinguish us from many of our competitors. Our Direct Connect service
has an over ten-year history of delivering virtually instantaneous communication and is available to over 14 million Nextel and Nextel Partners'
customers.

A sizeable portion of business users' communications involves contacting others within the same organization or those within a community
of interest (e.g., contractors, sub-contractors and suppliers). We believe that our Nationwide Direct Connect service is especially well suited to
address the wireless communications needs of these customers. In 2003, Direct Connect minutes used by our customers comprised
approximately 29% of the total minutes used by our customers on our network. We believe our Nationwide Direct Connect service between
subscribers with communities of interest provides us with a significant advantage over our competitors who are attempting to launch comparable
walkie-talkie services with no established walkie-talkie subscriber base.

Direct Connect allows all of our customers and Nextel's customers to instantly communicate with each other on private one-on-one calls on
a nationwide basis or on group calls involving up to 100 customers in the same geographic region, referred to as Group ConnectS™. Nextel has
offered the Direct Connect service for over ten years. In its initial stage of development, Direct Connect was limited to customers within a
particular fleet within the same geographic area, which in most instances included an entire state and in some cases included multiple states. In
2001, we, along with Nextel, introduced Cross Fleet, which expanded the Direct Connect feature from pre-programmed fleets or accounts within
the same geographic area to all customers in the same geographic area unlimited by which account they were on. With Cross Fleet, customers
could assemble their own "talk groups" with other customers within their Direct Connect calling area, thereby eliminating the need for an
operator to administer these talk groups. In July 2003, we and Nextel completed the rollout of Nationwide Direct Connect, which provides full
coast-to-coast availability of the Push to Talk feature to all of our customers and all of Nextel's customers across the continental United States
and Hawaii.

Deliver Unparalleled Customer Service. In addition to providing our four-in-one service offering, our goal is to differentiate ourselves by
delivering the highest quality customer service in the industry,
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including low rates of dropped and blocked calls. In 2003, a significant part of our employees' bonus was tied to achieving a targeted level of
customer satisfaction as measured in monthly surveys conducted by an outside vendor. We believe that this monetary bonus helped focus our
entire company on achieving our customer service business objective, and we intend to provide a similar incentive to our employees in 2004. In
addition, to further underscore the importance of customer service and to keep pace with our growing customer base, we broke ground on a
30,000 square-foot expansion of our existing customer call center in Panama City Beach, Florida in January 2004. We anticipate the expansion
of our facility will be completed and operational during third quarter 2004. The customer care center in Florida and the customer care center in
Las Vegas, Nevada work in tandem to provide seamless customer support and ensure operating efficiencies.

Target Business Customers. We focus on business customers, particularly those customers who employ a mobile workforce. We have
initially concentrated our sales efforts on a number of distinct groups of mobile workers, including personnel in the transportation, delivery, real
property and facilities management, construction and building trades, landscaping, government, public safety and other service sectors. We have
developed disciplined sales training procedures and strategies that are specifically tailored to a business-to-business sales process as opposed to
the widespread retail sales strategies used by many of our competitors. In addition, we, along with Nextel, work with third-party vendors to
develop unique data applications for our business customers. No single customer accounted for 10% or more of revenues in 2001, 2002 or 2003.

We expect to gradually expand our target customer groups to include additional industry groups. We believe this focus on business
customers has resulted in higher monthly average revenue per unit, or ARPU, and lower average monthly service cancellations than industry
averages. Our ARPU for the year ended December 31, 2003 was $68 (or $77, including roaming revenues received from Nextel) compared to an
industry average of $49 as of June 30, 2003. In addition, the average monthly rate at which our customers canceled service with us, or "churn,"
was approximately 1.6% for 2003 compared to an industry average of over 2% for 2003. Our ARPU and churn rate equate to lifetime revenue
per subscriber, or LRS, of approximately $4,250 for 2003, which we believe is one of the highest in the industry. See "Selected Consolidated
Financial Data Additional Reconciliations of Non-GAAP Financial Measures (Unaudited)" for more information regarding our use of ARPU and
LRS as non-GAAP financial measures.

Maintain a Robust, Reliable Network. Our objective is to maintain a robust and reliable digital wireless network in our markets that
covers all key population areas in those markets and operates seamlessly with Nextel's network. We have constructed our portion of the Nextel
Digital Wireless Network using the same Motorola-developed iDEN technology used by Nextel. As required, we built and now operate our
portion of the Nextel Digital Wireless Network in accordance with Nextel's standards, which enables both companies to achieve a consistent
level of service throughout the United States. Our customers have access to digital quality and advanced features whether they are using our or
Nextel's portion of the Nextel Digital Wireless Network. This contrasts with the hybrid analog/digital networks of cellular competitors, which do
not support all features in the analog-only portions of their networks.

In January 1999 when we executed our agreements with Nextel WIP and obtained our initial financing, we acquired two operational
markets in upstate New York and Hawaii. The remainder of our markets had not been fully constructed. By June 2003, we had completed
construction and had successfully launched service in all of our markets. As of December 31, 2003, we had 3,606 cell sites fully constructed and
operational throughout our markets. To reduce the risk of zoning and other local regulatory delays, construction delays and site acquisition costs,
we have located our cell sites on existing transmission towers owned by third parties wherever possible, or, if necessary, on towers constructed
or purchased by other contracted third parties. In addition, as of December 31, 2003, we had six offices with switch equipment in service on our
network and had successfully switched

approximately 90% of all of our customers' wireless interconnect traffic through these switches. The remaining 10% of our wireless interconnect
traffic is routed to switches operated by Nextel in accordance with our switch sharing agreement. Operating our own switches and switching our
own traffic have significantly reduced the switch sharing fees we pay to Nextel WIP under our switch sharing agreement. We have seen our
monthly average minutes of use grow from 598 minutes per subscriber in 2002 to 680 minutes per subscriber in 2003, an increase of 14%. In
addition, our customer base has grown 40% from approximately 877,800 customers as of December 31, 2002 to approximately 1,233,200
customers as of December 31, 2003. Furthermore, as of December 31, 2003, our network provided coverage to approximately 38 million Pops
compared to 36 million Pops as of December 31, 2002.

We believe our existing packet data service on the Nextel Digital Wireless Network is robust and far-reaching. We expect technology
upgrades to continue to be made to our iDEN digital wireless network in 2004 based on developments being made by Motorola and Nextel. We
anticipate that these upgrades will increase our voice capacity for interconnect calls and also increase the data speeds in selected areas of our
network.

Maintain Effective Pricing Strategy with Focus on Mid-Sized and Rural Markets. We operate in mid-sized and rural markets which we
believe have demographics similar to markets served by Nextel. We believe our targeted customer base in these markets has historically been
underserved and thus finds our differentiated service offering very attractive. We believe our focus on high quality, underserved customers,
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coupled with our differentiated service offering, helps allow us to rapidly increase penetration within our targeted customer base while
maintaining an effective pricing strategy.

Although we set our price levels in each of our markets independently of Nextel, we are required to adopt Nextel's overall pricing
strategies. We offer pricing options that we believe differentiate our services from those of many of our competitors. Our pricing packages offer
our customers simplicity and predictability in their wireless telecommunications billing by combining Direct Connect minutes with a mix of
cellular and long-distance minutes. Furthermore, no roaming charges are assessed for mobile telephone services provided to our customers
traveling anywhere on our portion or Nextel's portion of the Nextel Digital Wireless Network in the United States. We also offer special pricing
plans that allow some customers to aggregate the total number of account minutes for all of their handsets and reallocate the aggregate minutes
among those handsets. While we direct our own marketing campaigns in our markets, we benefit from Nextel's national marketing efforts and
related advertising campaigns, which are designed to increase awareness of the Nextel brand name and stimulate interest in and demand for
Nextel service by stressing its versatility, value, simplicity and quality.

Markets

As of December 31, 2003, we had launched digital wireless service in all of the following markets:

Licensed
Region Markets(1) Pops
Northeast Wilkes-Barre/Scranton/Harrisburg/Y ork/Lancaster, PA 2,907,753
Syracuse/Utica-Rome/Binghamton/Elmira, NY 2,059,823
Buffalo/Jamestown, NY 1,487,713
Western Pennsylvania (Altoona/Johnstown/State 1,456,203
College/Williamsport)
Rochester, NY 1,216,799
Albany/Glens Falls, NY 1,182,484
Burlington, VT 706,176
Erie, PA 370,226
Total 11,387,177
7
Midwest Nebraska (Omaha/Lincoln) and Sioux City/Sioux Falls IA/SD 2,527,951
Eastern lowa (Waterloo/Dubuque/Davenport/Cedar Rapids/lowa 1,727,341
City)
Illinois (Peoria/Springfield/Champaign/Bloomington/Decatur) 1,785,240
Green Bay, WI 1,708,416
E. Minnesota/W. Wisconsin (Duluth/Rochester/Eau Claire/LLa Crosse) 1,477,046
Central Iowa (Des Moines) 1,368,168
North Dakota/Western Minnesota (Fargo/Grand Forks) 1,105,579
Idaho (Idaho Falls/Pocatello/Boise/Twin Falls) 1,046,082
Total 12,745,823
South Arkansas (Fayetteville/Fort Smith/Pine Bluff/Little Rock) 2,419,994
East Texas/Northern Louisiana (Tyler/Longview/Shreveport/Monroe) 2,092,424
South Texas (McAllen/Harlingen/Brownsville/Corpus 2,039,854
Christi/Victoria)
Indiana (Terre Haute/Evansville/Owensboro) 1,964,059
West Virginia (Charleston) 1,938,065
Virginia (Roanoke/Lynchburg/Charlottesville) 1,911,929
Louisville, KY 1,866,742
1,788,203
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West Texas (Amarillo/Abilene/LLubbock/Odessa-Midland/San

Angelo)
Southern Louisiana (Lafayette/Lake Charles) 1,580,081
Lexington, KY 1,498,214
Mississippi (Hattiesburg/Jackson) 1,441,964
Georgia (Macon-Warner Robins/Albany) 1,310,992
Pensacola, FL. 1,171,371
Mobile, AL 1,053,942
Central Texas (Temple-Killeen/Waco/Bryan-College Station) 911,413
Montgomery, AL 738,768
Tallahassee, FL 729,771
Augusta, GA 602,986
Tennessee (Bristol/Johnson City/Kingsport, VA/TN) 594,811
Columbus, GA 433,002
Total 28,088,585
Noncontinental US Hawaii (all islands) 1,244,898
Total 53,466,483

ey
We may, from time to time, reconfigure our markets to take advantage of build-out and management synergies and marketing
opportunities. While the actual territories and population estimates may not change, the way we group our markets may increase or
decrease the total number of markets.

We have calculated total Pops for a given market by utilizing Census 2002 data published by the U.S. Census Bureau, which lists
population estimates by county.

In addition to medium-sized and rural markets, our markets include selected corridors along interstate and state highways. While these
corridors do not always have large business or residential

populations, we believe that significant revenues will be earned from travelers on the highways located in these markets. Accordingly, the
population of a given area may not fully indicate the amount of the revenues that may be generated in such area.

General Business

Revenues. We operate in one reportable segment, wireless services. Our primary sources of revenues are service revenues and equipment
revenues, with service revenues constituting approximately 95% of our total revenues in 2003. For more information about our revenues and
other financial results, see our audited consolidated financial statements and the related notes included elsewhere in this Annual Report on
Form 10-K.

Distribution Channels. Our traditional methods of distribution have been through our direct and indirect sales force. While we will
continue to support these approaches, in 2003 we opened 37 new retail stores throughout our markets for a total of 40 retail stores at
December 31, 2003. Our first year results from these stores show that they attract high quality customers with a lower acquisition cost than our
traditional distribution channels. In addition, our telephone and website sales distribution channels that we implemented in 2002 also allow us to
acquire new customers at a relatively low cost of acquisition. For 2003, our low cost distribution channels, including retail locations and
telephone and website sales, accounted for approximately 14% of our gross additional new subscribers, which was almost twice the percentage
generated by these distribution channels in 2002.

Business Developments
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Customer Products and Solutions.

Products. We currently offer a wide variety of phones, with a broad range of features and price points. In order to enhance and
expand our product offerings, in October 2003, we and Nextel began selling four next-generation wireless phones manufactured by
Motorola the 1730, 1530, 1305 and i205. These new phones are smaller than their predecessors and provide an advanced, intuitive user
interface, storage for up to 600 contacts, assignable ring tones and global position system, or GPS, receivers for E911 (the 911
emergency mobile telephone service) and other location-based services. We believe the 1730 is one of the most advanced flip-style,
walkie-talkie phones with color display that is currently available. The 1730 contains an enhanced color display screen with superior
graphics, speakerphone, voice recorder, voice-activated dialing, and Java programs and games. The 1730 also contains an intuitive
icon-based user interface with seven navigation shortcuts that can be personalized along with the main menu order. The 1530 is
designed for customers who need a compact and durable walkie-talkie phone. This flip-style phone includes a monochrome screen,
vibrating alert and speakerphone and comes in either black or yellow. The 1305 is our most durable, rain-resistant next-generation
phone designed for customers who use their phone in challenging environments such as field service, construction and individuals
with active lifestyles. The 1305 is a monolith style, walkie-talkie phone with a monochrome screen and offers vibrating alert and
speakerphone. The 1205 is our value-oriented phone offered to entry-level business customers as well as consumers. The 1205 is an
affordable walkie-talkie phone with a monochrome screen and changeable faceplates that provide for different color options.

Moreover, to further improve our differentiated suite of products and services, we also offer a new Nextel/BlackBerry handheld
device with both voice and data capabilities, the Blackberry 6510. Nextel, Motorola and Research In Motion Limited have jointly
developed this product. This personal data assistant (PDA) style handset operates on the Nextel Digital Wireless Network, integrates
our "four-in-one" offering and supports Java 2 Micro Edition (J2ME ) applications. In July 2003, we enhanced our BlackBerry offering
to include email attachment viewing, the ability to search and select email addresses from a company's address book and wireless
email reconciliation,

which provides the ability to delete or file an email on the BlackBerry device and have it automatically deleted or filed on the
Microsoft Outlook or Lotus Notes email client. We believe this product is an ideal tool for mobile professionals who need instant and
constant access to their business email. In addition, it eliminates the need to carry separate PDAs, cellular phones and laptops. This
product is currently the only integrated device, or "Smartphone," on the market with Direct Connect capabilities.

Services. In addition to our "four-in-one" offering, we also offer a variety of data applications, including two-way messaging
interoperability and instant messaging, as well as additional services such as Nextel Roadside Assistance. We have continued to
expand our service offerings. In 2003, we began offering services specifically designed to meet the needs of our Public Safety
customers including Talkgroup Scan, Priority Access and Emergency Group Connect. Talkgroup Scan enables customers to listen for
communication on multiple talkgroups at one time, which helps provide the interoperable communications required by first
responders, protective services and public works customers. Priority Access provides public safety customers with higher queuing in
times of network congestion, increasing the likelihood that Nextel Direct Connect and Group Connect calls will be completed.
Emergency Group Connect, or EGC, allows subscribers to send an emergency group call to all subscribers in a group with the touch of
a button. In addition, EGC provides network resources to subscribers to make an EGC call during times of high network traffic.

In addition, in November 2003, we launched Mobile Locator , a Web-based solution available through Nextel.com for locating
handsets used by field employees for day-to-day business activities and services. It allows managers and dispatchers to easily view the
whereabouts of their field employees in real time, using an advanced mapping display on a personal computer.

Enhancement of Direct Connect. In July 2003, we and Nextel announced the completion of the rollout of Nationwide Direct
Connect. This service provides full coast-to-coast availability of the Push to Talk feature to all of our customers and all of Nextel's
customers across the continental United States and Hawaii.

Capital Structure Transactions. Starting fourth quarter of 2002 and continuing through 2003 we opportunistically engaged in the
following capital structure and de-leveraging transactions:

Debt Reduction Activity. During the fourth quarter of 2002 and the first quarter of 2003 we issued and exchanged shares of our
Class A common stock for certain of our high yield notes. We retired a total of $45.0 million (principal amount at maturity) of our
outstanding 11% senior and 14% senior discount notes in exchange for the issuance of approximately 5.1 million shares of Class A
common stock. In addition, from May 13, 2003 through June 4, 2003, we purchased approximately $86.1 million (principal amount at
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maturity) of our 14% senior discount notes for cash in open-market purchases, and from August 5, 2003 through August 19, 2003, we
repurchased approximately $22.6 million and $11.1 million (principal amounts at maturity) of our 11% senior notes and 12'/2% senior
discount notes, respectively, for cash in open-market purchases. On December 1, 2003, we purchased approximately $4.8 million
(principal amount at maturity) of our 14% senior discount notes for cash in open-market purchases.

Tender Offer for 14% Notes. On June 11, 2003, we commenced a tender offer and consent solicitation relating to all of our
outstanding 14% senior discount notes. From June 11, 2003 through July 11, 2003, we repurchased approximately $392.3 million
(principal amount at maturity) of our 14% senior discount notes for cash. On February 12, 2004, we gave notice of our intention to
redeem all of our 14% senior discount notes that remained outstanding (approximately $1.8 million (principal amount at maturity)) for
a total redemption price of approximately $1.9 million. We anticipate that this redemption will be complete in March 2004.

10

Convertible Debt Financings. On May 13, 2003, we closed a private placement of $150.0 million of 1!/2% convertible senior
notes. On June 11, 2003, we closed a private placement of an additional $25.0 million of these notes (increasing total gross proceeds to
$175.0 million) pursuant to the exercise of an over-allotment option held by the initial purchasers of these notes. At the option of the
holders, the notes are convertible at an initial conversion rate of 131.9087 shares of our Class A common stock per $1,000 principal
amount of notes, which represents a conversion price of $7.58 per share of Class A common stock. On August 6, 2003, we closed an
additional private placement of $125.0 million of 1'/2% convertible senior notes. At the option of the holders, the notes are convertible
at an initial conversion rate of 78.3085 shares of our Class A common stock per $1,000 principal amount of notes, which represents a
conversion price of $12.77 per share of Class A common stock.

High Yield Debt Financing. On June 23, 2003, we closed a private placement of $450.0 million 8'/s% senior notes. The
proceeds from the offering of those notes were used primarily to fund the purchase of our 14% senior discount notes.

Series B Preferred Stock Redemption. On November 21, 2003, we consummated the redemption of all of the 13,110,000 shares
of our outstanding Series B preferred stock held by Nextel WIP for an aggregate redemption price of $38.9 million. Following such
redemption, we no longer have any shares of preferred stock outstanding.

Public Equity Offering. On November 19, 2003, we closed a public offering of 33 million shares of our Class A common stock
at a price of $10.80 per share. Of that amount, 10 million shares were newly issued shares of our Class A common stock sold by us.
The remaining 23 million shares of Class A common stock were sold by DLJ Merchant Banking Partners II, L.P. and certain of its
affiliates ("DLJ Merchant Banking"), Madison Dearborn Partners and Motorola. In addition, on November 25, 2003, DLJ Merchant
Banking and Madison Dearborn Partners sold in aggregate an additional 1,650,000 shares of our Class A common stock pursuant to
the over-allotment option granted to the underwriters.

Credit Facility Refinancing. On December 19, 2003, we announced that our wholly owned subsidiary, Nextel Partners
Operating Corp., had refinanced its $475.0 million senior secured credit facility to reduce interest rates and extend maturity dates. The
new facility, consisting of a $100.0 million revolving credit facility maturing in November 2009 and a $375.0 million term loan
maturing in November 2010, is guaranteed by us and our subsidiaries and is secured by a pledge of all the assets of our subsidiaries.
Borrowings under the new credit facility were used to repay borrowings under our previous $475.0 million senior secured credit
facility.

Debt Redemption. On December 31, 2003 we completed the redemption of $67.7 million aggregate principal amount at

maturity of our 12'/2% senior notes due November 15, 2009. The total amount of the redemption, including accrued interest, of
$77.2 million was funded with the net proceeds from the public equity offering.

The Nextel WIP Operating Agreements

Our operating agreements with Nextel WIP define the relationship, rights and obligations between Nextel WIP and us. The agreements
began on January 29, 1999 and have an initial term of ten years, which may be extended for up to two and a half years. At the end of the initial
term, we have the right at our option to extend the agreements for up to four ten-year renewals.
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Under these agreements, Nextel WIP is obligated to share with us Nextel's experience in operating iDEN networks by, among other
things, granting us access to meetings and coordinating with us on network build-out and enhancements. In addition, Nextel WIP is obligated to
provide specified services to us upon request. The most significant services Nextel WIP provides us are:

use of some of Nextel's switching facilities in exchange for a per-minute fee based on Nextel's national average cost for such
service, including financing and depreciation costs;

monitoring of switches owned by us on a 24-hour per day basis by Nextel's network monitoring center in exchange for a fee
based on pro-rata costs;

use of Nextel's back-office systems in order to support customer activation, billing and customer care for national accounts
in exchange for fees based on Nextel's national average cost for such services;

use of the Nextel brand name and certain trademarks and service marks, and the marketing and advertising materials
developed by Nextel, in exchange for a marketing services fee described below;

access to technology enhancements and improvements; and

assisting us in contracting with Nextel's suppliers on substantially the same terms as Nextel wherever possible.

To further support us in our efforts, Nextel WIP has also agreed that:

our marketing service fee, which started accruing in January 2003, will be 0.5% of gross monthly service revenues,
excluding roaming revenues, beginning January 1, 2003 until December 31, 2004 and 1.0% of gross monthly service
revenues, excluding roaming revenues, thereafter; and

when a Nextel subscriber roams on our system we receive a certain percentage of the service revenues generated by the
roaming subscriber. That percentage was 90% of the service revenues in 2000, 85% in 2001 and 80% in 2002 and thereafter,
subject to upward or downward adjustment based on the relative customer satisfaction levels of Nextel and us as measured
by a customer satisfaction survey administered on a regular basis by a third-party vendor engaged by Nextel and us.

In addition, the operating agreements require that we adhere to certain key operating requirements, including the following:

we generally are required to offer the full complement of products and services offered by Nextel in comparable service
areas;

we must abide by Nextel's standard pricing structure principally home-rate roaming, but we need not charge the same prices
as Nextel;

we must meet minimum network performance and customer care thresholds; and

we must adhere to standards in other operating areas, such as frequency design, site acquisition, construction, cell site
maintenance and marketing and advertising.
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Currently, our agreements with Nextel WIP also allow us access to Nextel's switches and switching facilities. Nextel WIP has agreed to
cooperate with us to establish a switch facility for our network and to deploy switches in our territory in a manner which best meets the
following criteria:

integration of our cell sites into Nextel's national switching infrastructure;

shared coverage of Direct Connect service to communities of interest;

minimized costs to us and to Nextel; and
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maximized quality of service to our customers and to Nextel customers.

These criteria provide for a flexible construction schedule of switches to serve our territory, depending on the existing switches in Nextel's
territory and the amount of customer traffic handled by any one switch. We have the option of installing our own switching facilities within our
territory. However, our deployment of any switching facility requires coordination with Nextel WIP and may require Nextel WIP's approval.
Our agreements with Nextel WIP require us to implement and install appropriate switch elements as the number of our subscribers and cell site
levels increases. For example, we will need to establish a location and install switch equipment on our network for every 120,000 subscriber
units or a base site controller for every 50 operational cell sites. We believe that we have sufficient funds for these installations under our current
business plans. As of December 31, 2003, we had six switches in operation.

Overview of the U.S. Wireless Communications Industry

Mobile wireless communications systems use a variety of radio frequencies to transmit voice and data, and include cellular telephone
services, ESMR, PCS and paging. ESMR stands for enhanced specialized mobile radio and is the regulatory term applied to the services,
including those provided by the Nextel Digital Wireless Network, that combine wireless telephone service with a dispatch feature and paging.
PCS stands for personal communications service and refers to digital wireless telephone service.

Since the first commercial cellular systems became operational in 1983, mobile wireless telecommunications services have grown
dramatically as these services have become widely available and increasingly affordable. This growth has been driven by technological
advances, changes in consumer preferences and increased availability of spectrum to new operators.

The provision of cellular telephone service began with providers utilizing the 800 MHz band of radio frequency in 1982 when the FCC
began issuing two licenses per market throughout the United States. In 1993, the FCC allocated a portion of the radio spectrum, 1850-1990
MHz, for a new wireless communications service commonly known as PCS. The FCC's stated objectives in auctioning bandwidth for PCS were
to foster competition among existing cellular carriers, increase availability of wireless services to a broader segment of the public, and bring
innovative technology to the U.S. wireless industry. Since 1995, the FCC has conducted auctions in which industry participants have been
awarded PCS licenses for designated areas throughout the United States.

The demand for wireless telecommunications has grown rapidly, driven by the increased availability of services, technological
advancements, regulatory changes, increased competition and lower prices. According to the Cellular Telecommunications & Internet
Association, the number of wireless subscribers in the United States, including cellular, PCS and ESMR, has grown from approximately 200,000
as of June 30, 1985 to 148.1 million by June 30, 2003, which reflected a penetration rate of approximately 51.3% at that time.

In the U.S. wireless communications industry, there are three mobile wireless telephone services: cellular, ESMR and PCS. Cellular and
ESMR services utilize radio spectrum in the 800 MHz band while PCS operates at higher frequencies of 1850 to 1990 MHz. Use of the 800
MHz band gives cellular and ESMR superior ability to penetrate buildings and other physical obstacles and spread or "propagate” through air,
thereby reducing infrastructure costs since fewer base radios are needed to cover a given area.

All cellular service transmissions were originally analog-based, although most cellular providers have now overlaid digital systems
alongside their analog systems in large markets. Analog cellular technology has the advantage of using a consistent standard nationwide,
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permitting nationwide roaming using a single-mode, single-band telephone. On the other hand, analog technology has several
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disadvantages, including less efficient use of spectrum, which reduces effective call capacity; inconsistent service quality; decreased privacy,
security and reliability as compared to digital technologies; and the inability to offer services such as voice mail, call waiting or caller
identification.

All PCS services, like ESMR, are all-digital systems that convert voice or data signals into a stream of binary digits that is compressed
before transmission, enabling a single radio channel to carry multiple simultaneous signal transmissions. This enhanced capacity, along with
improvements in digital signaling, allows digital-based wireless technologies to offer new and enhanced services, and improved voice quality
and system flexibility, as compared with analog technologies. Call forwarding, call waiting and greater call privacy are among the enhanced
services that digital systems provide. In addition, due to the reduced power consumption of digital telephones, users benefit from an extended
battery life.

The FCC has also assigned non-contiguous portions of the 800 MHz band to SMR, which was initially dedicated to analog two-way radio
dispatch services. This service only became viable in the mobile wireless telephone market with the introduction in 1993 of ESMR, which
applies digital technology to make use of the 800 MHz spectrum band and its superior propagation characteristics to deliver the advantages of a
digital wireless mobile telephone system while retaining and significantly enhancing the value of SMR's traditional dispatch feature.

Unlike analog cellular, which has been implemented in a uniform manner across the United States, several mutually incompatible digital
technologies are currently in use in the United States. Roaming into different areas often requires multi-mode (analog/digital) and/or multi-band
(PCS/cellular) telephones that function at both cellular and PCS frequencies and/or are equipped for more than one type of modulation
technology. Time-division technologies, which include global system for mobile communications (or GSM), time division multiple access (or
TDMA) and iDEN, break up each transmission channel into time slots that increase effective capacity. Code division multiple access (or
CDMA) technology is a spread-spectrum technology that transmits portions of many messages over a broad portion of the available spectrum
rather than a single channel. iDEN phones presently operate only in the iDEN mode within SMR frequencies, and therefore cannot roam onto
other digital or analog wireless networks.

The Nextel Digital Wireless Network

Nextel deployed a second generation of Motorola's iDEN technology beginning in the third quarter of 1996. The Nextel Digital Wireless
Network combines the iDEN technology developed and designed by Motorola with a low-power, multi-site deployment of base radios similar to
that used by cellular service that permits us to reuse the same frequency in different cells, increasing our system's effective capacity. We and
Nextel currently use iDEN technology throughout our respective portions of the Nextel Digital Wireless Network. iDEN technology is a
proprietary format for delivering signals over scattered, non-contiguous SMR frequencies.

The iDEN technology shares the same basic platform as the wireless standards underlying GSM and TDMA. iDEN shares ma