NII HOLDINGS, INC. AND SUBSIDIARIES

OPERATING RESULTS AND METRICS

FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2004 AND 2003 

(UNAUDITED)

	NII Holdings, Inc.

	(subscribers in thousands)

	
	

	
	Three Months Ended
                 June 30,


	
	
       2004

	       2003 


	Total digital subscribers (as of June 30)

	

1,664
	

1,328

	  Net subscriber additions
 
	

111
	

42

	  Churn (%)

	

1.8%
	
         2.5%

	
	
	

	Average monthly revenue per handset/unit in service (ARPU) (1)

	
$
56
	$
53

	
	


	



	Cost per gross add (CPGA) (1)

	
$
339
	$
315


	Nextel Mexico

	(dollars in millions, except ARPU and CPGA, and subscribers in thousands)

	
	
	
	
	

	
	Six Months Ended


                  June 30,

	Three Months Ended

                 June 30,


	
	
        2004

	       2003 

	
        2004

	       2003 


	Operating revenues
  Service and other revenues

	$
349
	$
256
	$
181
	$
133

	  Digital handset and accessory revenues

	
10
	
9
	
5
	
6

	
	
359
	
265
	
186
	
139

	Operating expenses
  Cost of service

	
62
	
47
	
32
	
24

	  Cost of digital handset and accessory sales

	
48
	
34
	
26
	
18

	  Selling, general and administrative

	
96
	
77
	
50
	
40

	  Depreciation and amortization

	
45
	
34
	
23
	
18

	
	
251
	
   192
	
131
	
   100

	Operating income

	$
108
	$            73
	$
55
	$            39

	
	
	
	
	

	Total digital subscribers (as of June 30)

	
	
	
753
	
581

	  Net subscriber additions
 
	
	
	
50
	
28

	  Churn (%)

	
	
	

1.7%
	          2.2%

	
	
	
	
	

	ARPU (1)

	
	
	$
78
	$
78

	
	
	
	
	

	CPGA (1)

	
	
	$
463
	$
423


	Nextel Brazil

	(dollars in millions, except ARPU and CPGA, and subscribers in thousands)

	
	
	
	
	

	
	Six Months Ended


                  June 30,

	Three Months Ended

                 June 30,


	
	
        2004

	       2003 

	
        2004

	       2003 


	Operating revenues
  Service and other revenues

	$
84
	$
64
	$
43
	$
33

	  Digital handset and accessory revenues

	
8
	
5
	
6
	
2

	
	
92
	
69
	
49
	
35

	Operating expenses
  Cost of service

	
38
	
25
	
21
	
14

	  Cost of digital handset and accessory sales

	
24
	
11
	
15
	
5

	  Selling, general and administrative

	
22
	
27
	
9
	
14

	  Depreciation and amortization

	
6
	
2
	
3
	
1

	
	
90
	
   65
	
48
	
   34

	Operating income

	$
2
	$              4
	$
1
	$              1

	
	
	
	
	

	Total digital subscribers (as of June 30)

	
	
	
424
	
369

	  Net subscriber additions (deactivations)
 
	
	
	
24
	
(5)

	  Churn (%)

	
	
	

2.3%
	          3.8%

	
	
	
	
	

	ARPU (1)

	
	
	$
33
	$
28

	
	
	
	
	

	CPGA (1)

	
	
	$
254
	$
176


	Nextel Argentina

	(dollars in millions, except ARPU and CPGA, and subscribers in thousands)

	
	
	
	
	

	
	Six Months Ended


                  June 30,

	Three Months Ended

                 June 30,


	
	
        2004

	       2003 

	
        2004

	       2003 


	Operating revenues
  Service and other revenues

	$
76
	$
44
	$
41
	$
26

	  Digital handset and accessory revenues

	
7
	
5
	
4
	
3

	
	
83
	
49
	
45
	
29

	Operating expenses
  Cost of service

	
27
	
12
	
16
	
9

	  Cost of digital handset and accessory sales

	
14
	
7
	
8
	
4

	  Selling, general and administrative

	
22
	
16
	
11
	
9

	  Depreciation and amortization

	
4
	
2
	
2
	
1

	
	
67
	
   37
	
37
	
   23

	Operating income

	$
16
	$            12
	$
8
	$              6

	
	
	
	
	

	Total digital subscribers (as of June 30)

	
	
	
322
	
238

	  Net subscriber additions
 
	
	
	
26
	
15

	  Churn (%)

	
	
	

1.1%
	          1.2%

	
	
	
	
	

	ARPU (1)

	
	
	$
40
	$
35

	
	
	
	
	

	CPGA (1)

	
	
	$
187
	$
164


	Nextel Peru

	(dollars in millions, except ARPU and CPGA, and subscribers in thousands)

	
	
	
	
	

	
	Six Months Ended


                  June 30,

	Three Months Ended

                 June 30,


	
	
        2004

	       2003 

	
        2004

	       2003 


	Operating revenues
  Service and other revenues

	$
45
	$
45
	$
23
	$
23

	  Digital handset and accessory revenues

	
1
	
1
	
—
	
—

	
	
46
	
46
	
23
	
23

	Operating expenses
  Cost of service

	
17
	
16
	
8
	
8

	  Cost of digital handset and accessory sales

	
7
	
6
	
4
	
3

	  Selling, general and administrative

	
14
	
13
	
7
	
7

	  Depreciation and amortization

	
3
	
2
	
2
	
1

	
	
41
	
   37
	
21
	
   19

	Operating income

	$
5
	$              9
	$
2
	$              4

	
	
	
	
	

	Total digital subscribers (as of June 30)

	
	
	
165
	
140

	  Net subscriber additions
 
	
	
	
11
	
4

	  Churn (%)

	
	
	

2.2%
	          2.4%

	
	
	
	
	

	ARPU (1)

	
	
	$
46
	$
53

	
	
	
	
	

	CPGA (1)

	
	
	$
249
	$
331


(1) For information regarding ARPU and CPGA, see “Non-GAAP Reconciliations for the Six and Three Months Ended June 30, 2004 and 2003” included in this release.

NON-GAAP RECONCILIATIONS

FOR THE SIX AND THREE MONTHS ENDED JUNE 30, 2004 AND 2003

(UNAUDITED)

Operating Income Before Depreciation and Amortization

Consolidated operating income before depreciation and amortization, or OIBDA, represents operating income before depreciation and amortization expense.  Consolidated OIBDA is not a measurement under accounting principles generally accepted in the United States, may not be similar to consolidated OIBDA measures of other companies and should be considered in addition to, but not as a substitute for, the information contained in our statements of operations.  We believe that consolidated OIBDA provides useful information to investors because it is an indicator of operating performance, especially in a capital intensive industry such as ours, since it excludes items that are not directly attributable to ongoing business operations.  Our consolidated OIBDA 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.  Consolidated OIBDA can be reconciled to our consolidated statements of operations as follows (in millions):

	NII Holdings, Inc.

	
	
	
	
	

	
	Six Months Ended


               June 30,

	Three Months Ended


                 June 30,


	
	
      2004

	      2003

	
        2004

	       2003



	Consolidated operating income

	$
105
	$
82
	$
51
	$
43

	Consolidated depreciation
 
	

39
	

19
	

20
	

10

	Consolidated amortization

	

20
	

19
	

10
	

10

	Consolidated operating income before 

  depreciation and amortization

	$
164                
	$
120
	$
81                
	$
63

	
	
	
	
	


	NII Holdings, Inc.

	
	Guidance

Estimate

For the Year Ended

December 31,

              2004



	Consolidated operating income

	$

207

	Consolidated depreciation
 
	


83

	Consolidated amortization

	


40

	Consolidated operating income before depreciation and 

  amortization

	$

330

	
	


Average Monthly Revenue Per Handset/Unit in Service (ARPU)

Average monthly revenue per handset/unit in service, or ARPU, is an industry term that measures service revenues, which we refer to as subscriber revenues, per period from our customers divided by the weighted average number of handsets in commercial service during that period.  ARPU is not a measurement under accounting principles generally accepted in the United States, may not be similar to ARPU measures of other companies and should be considered in addition, but not as a substitute for, the information contained in our statements 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 for such services as roaming, service and repair, cancellation fees, analog and other.  ARPU can be calculated and reconciled to our consolidated statement of operations as follows (in millions, except ARPU):

	NII Holdings, Inc.

	 
	Three Months Ended
                June 30,


	
	
        2004

	        2003



	Consolidated service and other revenues

	$
289
	$
215

	Less: consolidated analog revenues

	

(3)
	
              (2)

	Less: consolidated other revenues

	

(22)
	
              (6)

	Total consolidated subscriber revenues

	$
 264               
	$
207

	
	
	

	
	
	

	ARPU calculated with subscriber revenues

	$
56
	$
53

	
	
	

	ARPU calculated with service and other revenues

	$
61
	$
56

	
	
	


	Nextel Mexico

	 
	Three Months Ended
                June 30,


	
	
        2004

	        2003



	Consolidated service and other revenues

	$
181
	$
133

	Less: consolidated analog revenues

	

(1)
	
              (1)

	Less: consolidated other revenues

	

(13)
	
              (2)

	Total consolidated subscriber revenues

	$
 167               
	$
130

	
	
	

	
	
	

	ARPU calculated with subscriber revenues

	$
78
	$
78

	
	
	

	ARPU calculated with service and other revenues

	$
85
	$
80

	
	
	


	Nextel Brazil

	 
	Three Months Ended
                June 30,


	
	
        2004

	        2003



	Consolidated service and other revenues

	$
43
	$
33

	Less: consolidated analog revenues

	

—
	
              (1)

	Less: consolidated other revenues

	

(3)
	
              (1)

	Total consolidated subscriber revenues

	$
 40               
	$
31

	
	
	

	
	
	

	ARPU calculated with subscriber revenues

	$
33
	$
28

	
	
	

	ARPU calculated with service and other revenues

	$
35
	$
29

	
	
	


	Nextel Argentina

	 
	Three Months Ended
                June 30,


	
	
        2004

	        2003



	Consolidated service and other revenues

	$
41
	$
26

	Less: consolidated other revenues

	

(5)
	
              (3)

	Total consolidated subscriber revenues

	$
 36               
	$
23

	
	
	

	
	
	

	ARPU calculated with subscriber revenues

	$
40
	$
35

	
	
	

	ARPU calculated with service and other revenues

	$
46
	$
38

	
	
	


	Nextel Peru

	 
	Three Months Ended
                June 30,


	
	
        2004

	        2003



	Consolidated service and other revenues

	$
23
	$
23

	Less: consolidated other revenues

	

(2)
	
              (1)

	Total consolidated subscriber revenues

	$
 21               
	$
22

	
	
	

	
	
	

	ARPU calculated with subscriber revenues

	$
46
	$
53

	
	
	

	ARPU calculated with service and other revenues

	$
49
	$
56

	
	
	


Cost per Gross Add (CPGA)

Cost per gross add, or CPGA, is an industry term 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 is not a measurement under accounting principles generally accepted in the United States, may not be similar to CPGA measures of other companies and should be considered in addition, but not as a substitute for, the information contained in our statements of operations.  We believe CPGA is a measure of the relative cost of customer acquisition.  CPGA can be calculated and reconciled to our consolidated statements of operations as follows (in millions, except CPGA):

	NII Holdings, Inc.

	 
	Three Months Ended
              June 30,


	
	
       2004

	      2003



	Consolidated digital handset and accessory revenues

	
$
15
	
$
11

	Less: consolidated cost of handset and accessory sales

	

51

	

31

	    Consolidated handset subsidy costs
Handset subsidy costs
	

36
	

20

	Consolidated selling and marketing
Handset subsidy costs
	

40


	

29

	Costs per statement of operations
Handset subsidy costs
	

76
	
               49

	Less: consolidated costs unrelated to initial customer
	
	

	  Acquisition

	

(10)

	

(5)

	    Customer acquisition costs

	
$
66
	
$
44

	
	
	

	Cost per Gross Add

	
$
339
	
$
315

	
	
	


	Nextel Mexico

	 
	Three Months Ended
              June 30,


	
	
       2004

	      2003



	Consolidated digital handset and accessory revenues

	
$
5
	
$
6

	Less: consolidated cost of handset and accessory sales

	

26

	

18

	    Consolidated handset subsidy costs
Handset subsidy costs
	

21
	

12

	Consolidated selling and marketing
Handset subsidy costs
	

25


	

19

	Costs per statement of operations
Handset subsidy costs
	

46
	
               31

	Less: consolidated costs unrelated to initial customer
	
	

	  acquisition

	

(6)

	

(3)

	    Customer acquisition costs

	
$
40
	
$
28

	
	
	

	Cost per Gross Add

	
$
463
	
$
423

	
	
	


	Nextel Brazil

	 
	Three Months Ended
              June 30,


	
	
       2004

	      2003



	Consolidated digital handset and accessory revenues

	
$
6
	
$
2

	Less: consolidated cost of handset and accessory sales

	

15

	

5

	    Consolidated handset subsidy costs
Handset subsidy costs
	

9
	

3

	Consolidated selling and marketing
Handset subsidy costs
	

7


	

4

	Costs per statement of operations
Handset subsidy costs
	

16
	
                 7

	Less: consolidated costs unrelated to initial customer
	
	

	  acquisition

	

(3)

	

(1)

	    Customer acquisition costs

	
$
13
	
$
6

	
	
	

	Cost per Gross Add

	
$
254
	
$
176

	
	
	


	Nextel Argentina

	 
	Three Months Ended
              June 30,


	
	
       2004

	      2003



	Consolidated digital handset and accessory revenues

	
$             4
	
$
3

	Less: consolidated cost of handset and accessory sales

	

               8

	

4

	    Consolidated handset subsidy costs
Handset subsidy costs
	
               4
	

1

	Consolidated selling and marketing
Handset subsidy costs
	

4

	

3

	Costs per statement of operations
Handset subsidy costs
	

8
	
                 4

	Less: consolidated costs unrelated to initial customer
	
	

	  acquisition

	

(1)

	

—

	    Customer acquisition costs

	
$
7
	
$
4

	
	
	

	Cost per Gross Add

	
$
187
	
$
164

	
	
	


	Nextel Peru

	 
	Three Months Ended
              June 30,


	
	
       2004

	      2003



	Consolidated digital handset and accessory revenues

	
$
—
	
$
—

	Less: consolidated cost of handset and accessory sales

	

4

	

3

	    Consolidated handset subsidy costs
Handset subsidy costs
	
               4
	

3

	Consolidated selling and marketing
Handset subsidy costs
	

2


	

2

	Costs per statement of operations
Handset subsidy costs
	

6
	
                 5

	Less: consolidated costs unrelated to initial customer
	
	

	  acquisition

	

(1)

	

—

	    Customer acquisition costs

	
$
5
	
$
5

	
	
	

	Cost per Gross Add

	
$
249
	
$
331

	
	
	


Net Debt

Net debt represents total long-term debt less cash, cash equivalents and short-term investments.  Net debt to consolidated operating income before depreciation and amortization represents net debt divided by consolidated operating income before depreciation and amortization. Net debt is not a measurement under accounting principles generally accepted in the United States, may not be similar to net debt measures of other companies and should be considered in addition to, but not as a substitute for, the information contained in our balance sheets.  We believe that net debt and net debt to consolidated operating income before depreciation and amortization provide useful information concerning our liquidity and leverage. Net debt as of June 30, 2004 can be calculated as follows (in millions):

	Total long-term debt

	$       640 


	Less: cash, cash equivalents and 

  short-term investments

	
401            

	Net debt

	$       239


Net debt to consolidated OIBDA guidance and net debt to consolidated operating income guidance for the year ended December 31, 2004 are as follows:

	Net debt to consolidated operating income before 

  depreciation and amortization guidance

	

0.7

	
	

	Net debt to consolidated operating income 

  guidance

	

1.2


Source: NII Holdings, Inc.

