/_,

\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\

2004 Annual Report

1ADAT

040403




INNOVATIVE

SATELLITE AND WIRELESS
COMMUNICATION PRODUCTS
THAT ENABLE FAST, SECURE,

AND EFFICIENT COMMUNI-
CATIONS TO ANY LOCATION.

wasat Australia - Canada - China - India . Italy - United States
® Corporate Headquarters: 6155 El Camino Real - Carlsbad, CA 92009 - www.viasat.com
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Founded in 1986, ViaSat produces innovative satel-
lite and other wireless communication products that
enable fast, secure, and efficient communications to
any location. A key to the company’s growth and stability
has been its ﬂexibility‘in serving both commercial and
government markets. During its history, the company has
been honored for its superior record of performance by
INC, Forbes, Fortune, and BusinessWeek. For the past
two years, the company was also included among the
Business 2.0 "100 Fastest Growing Tech Companies.”
ViaSat employs over 950 at its headq.uarters in Carlsbad,
CA, its VSAT and Satellite Ground Systems groups in
Norcross, GA, and its Comsat Laboratories division in
Clarksburg, MD. Offices and service centers are located
in Washington, D.C., Rome, New Delhi, Sydney, and
Beijing. In addition, the company's wholly-owned sub-
sidiary US Monalithics, based in Chandler, AZ, designs
and produces integrated monolithic circuits (MMICs)
and modules for use in communications and sensor

equipment.




FINANCIAL HIGHLIGHTS

in thousands, except per-share data

April 2,  March 31, March 31,
Years Ended 2004 2003 2002
STATEMENT OF INCOME DATA;
Revenues $278,579 $185,022  $195,628
Cost of revenues 206,327 142,908 139,354
Gross profit 72,252 42,114 56,274
Operating expenses:
Selling, general and
administrative 38,800 37,858 38,153
Independent research
and development 9,960 16,048 9,415
Acquired in-process research
and development — . 2,550
Amortization of
intangible assets 7,841 8,448 6,959
Income (loss) from operations 15,651 (20,240) (803)
Interest income (expense) {346) (740) 188
Other income {loss) (206) (85) (187)
Income (loss) before
income taxes 15,099 (21,065) (802)
Provision (benefit) for
income taxes 1,931 (11,433) (2,95%)
Net income (loss) $ 13,168 $ (96320 & 2,157
Basic net income (loss)
per share $ 050 $ ©37 $ 009
Diluted net income (loss)
per share $ 048 $ 037 $ 009
Shares used in computing
basic net income (loss)
per share 26,257 26,016 23,072
Shares used in computing
diluted net income (loss)
per share 27,558 26,016 23,954
BALANCE SHEET DATA:
Cash, cash equivalents and
short-term investments $ 18,670 § 4269 § 6,620
Working capital 107,846 74,276 83,458
Total assets 272,682 237,155 238,667
Notes payable, less
current portion —_ — —
Capital lease obligation,
less current portion — 141 174
Total stockholders' equity 202,475 183,887 191,939
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WHAT’S (1L

Multiemedia rolls out service for U.S. military in frag and
Waoolworth's stores in Australia on LinkStar VSATs

$9 million SurfBeam system order for Telesat Ka-band broadband
services in Canada

Intralot orders 1200 site LinkStar network for Nebraska State Lottery
$7 million ruggedized VSAT order from Lockheed Martin for lragi
Coalition Network

China National Petroleum Company (CNPC) to use LinkStar VSATs
for monitoring national West-East pipelines

WildBlue $33 million order renews contract for DOCSIS®-for-
satellite broadband system

$30 million MIDS terminal order from Royal Dutch Air Force
Intelsat announces Orbit in Middle East is customer for $30 million
SurfBeam network

$9 million terminal order and 3-year service agreement from
ARINC for SKYLink®™ business aircraft broadband system using
Arclight technology

$44 million order MIDS LVT(1) and LVT(2) terminals

$5 million contract from Garmco for Skylinx/LINKWAY hybrid
network for All African Games

Mobile VSAT system for Joint Combat Camera

$11 million award from Cubic Corp. for Communications Data
Link antennas and information security

Swedish Space orders Data Reception and Telemetry, Tracking
and Command (TT&C) ground system for its Esrange facilities
Hi-Cap Technologies in Saudi Arabia orders Skylinx VSAT network
$5 million award from EMI Technologies for mobile Telemetry
Tracking antenna systems

$6 million StarWire VSAT order including PCMA for Phase [l of
BAIT network in China

$8 million delivery order contract from U.S. Army Communica-
tions Electronics Command (CECOM) to design and produce
the Enhanced Bandwidth Efficient Modem (EBEM)

SHAREHOLDERS' LETTER
A Message from Mark Dankberg
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DEAR FELLOW SHAREROCLDERSS

Il of us at ViaSat are delighted to bring you our annual

report for fiscal year 2004. Last year at this time we pointed
out the potential for a strong year, and now we're pleased
to have delivered the performance to match. Despite continued
challenges in commercial telecom equipment markets in general,
and satellite in particular, we rebounded convincingly from our
unprofitable fiscal 2003. In fact, we set new company records for
revenues, new orders, backlog, cash flow, and several earnings cat-
egories. We erased our debt, and accumulated cash. While our
defense business has always been profitable, our commercial busi-
ness as a whole also generated solid earnings and our most recent
acquisition, US Monolithics, achieved its first guarterly profit, as well.
While it can often be easy to pinpoint the triggers when things
turn down, it's sometimes trickier to recognize the underlying
causes when things are going well. But, | believe we're benefiting
first and foremost from the teamwork underpinning our strategy to
leverage core technologies in satellite and secure networking in
related commercial and defense applications. Certainly, defense
spending has increased and we're advantaged in commercial mar-
kets compared to competitors who became over-extended when
the bubble collapsed. But, | believe there’s more to it than that.
Just to review, over the last four years, since April 2000, we've
made three acquisitions and grown revenues over 400%. Notably,

VIASAT, INC.

virtually all that growth was created by the combinations of technol-
ogy, products, distribution, support infrastructure, skills, and, of
course, the people we've integrated into the company over that
interval. Only a fraction of the incremental revenue came with the
acquisitions. This despite unpredictable and unknowable gyrations
in all our markets. Through it all we focused on finding profitable
short- and long-term growth opportunities and organizing around
and fostering a sense of teamwork among our various business
areas. | think fiscal year 2004 was the first year we really clearly saw
the benefits of that. While the notion of synergy has become some-
thing of a cliché, we do believe we've synthesized a unified team
from distinct parts. Some examples from the past year include:

+ Transitioning key design engineers and project support among
different business units to better support customer funded R&D
projects.

+ Creating new project teams spanning multiple geographic sites
to better match R&D funding profiles, while maintaining closer
proximity to key customers.

+ Joint business development and proposal activities crossing mul-
tiple business units and geographic sites to create broader,
deeper, and more compelling product and system offerings for
both commercial and defense customers.

N




"“We do believe we have now created a foundation
from which we can eam profitable growth in the years ahead.”

Mark D. Dankberg, Chairman & Chief Executive Officer and Richard A. Baldridge, President & Chief Operating Officer

+ Quickly creating new business units to capitalize on promising
new market opportunities, such as the DoD Transformational
Communications Systems.

+ Developing and refining framework processes for software engi-
neering, product development, and manufacturing transitions
that underpin enterprise, consumer, and defense projects, alike.

+ Transferring and applying corporate know-how and skills in defense
marketing, cost accounting, and contract management into units
that had been entirely commercially oriented—which unlocked
significant value in each of our newly acquired businesses.

+ Instituting a common framework of corporate-wide financial con-
trol systems that work across our complete range of project and
products—resulting in crisper financial performance, faster quar-
terly closings, and prompt compliance with new Sarbanes-Oxley
requirements.

In short, this past fiscal year in some ways represents a culmi-
nation of over four years of integration and organizational growth,
as well as investments in commercial broadband satellite networks
and defense data link and information assurance products. Of
course, none of those efforts are really completed. We still have
much more to do in all these areas.

But, we do believe we have now created a foundation from
which we can earn profitable growth in the years ahead. We have a

number of business areas that are either in the prime portion of
their life cycles such as MIDS and LinkStar—or are just now entering
markets with exciting prospects such as KG-250 and SurfBeam. The
combination of our own rapid growth and the efficiency of rapidly
changing technology markets has boosted our prefile in both com-
mercial and defense circles. While success is by no means assured,
we have worked hard over the past several years to earn market
positions that are both profitable and poised for continued growth.
We intend to capitalize on the foundation we've established and to
explore opportunities to consolidate and extend the gains we've
earned. Please take a few minutes to read through the rest of our
annual report te learn more about our strategies and perspectives
on our business and markets.

As always, a sincere “thank you” again to all our stakeholders—
employees, customers, shareholders, and suppliers—for your con-

tributions, and for creating the opportunities before us.

m/%
Mark D. Dankberg

Chairman & Chief Executive Officer
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ViaSat in the Spotlight
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ViaSat aims to be the technology partner of choice in
advancing the state of the art in satellite communications,
network-centric warfare, and information assurance. In
fiscal 2004, the industry bestowed on us several awards
for leadership in the satellite industry, technology and
innovation, and for our financial performance.

In March, et Satellite 2004 in Washington,
D.C., the leading industry conference
honored ViaSet CEQC Mark Dankberg as

VIDED STRERMING:
$apanding Dontimaons

GLOBALHOTSPOIS:
Wheee The Mooy,

Chairman and CEOQ, Viasatl Inc.

Via Satefite’s 3
Sateflite Executi
Of The Year

"Satellite Executive of the Year.” It was a
prestigious milestone for ViaSat to join
the ranks of past recipients, which include
leaders from satellite systems companies
such as XM Satellite Radio, SES Global, and
Eutelsat. This award is a tribute to all ViaSat
employees and reflects our growing stature
in the satellite industry.

Business 2.0 ranked ViaSat number 8
on its 2003 list of the 100 fastest growing
technology companies, out of 2000 candi-
dates. Closer to home, the San Diego
Business Journal, San Diego Chapter of the
AEA, and the San Diego World Trade
Association all spotlighted ViaSat as an
industry leader. We made Washington
Technology magazine'’s list of 100 largest
government contractors for the first time.
And in June, Hannover Fairs honored ViaSat
as the technology leader in the satellite
communications industry with its 1SCe
Innovation and Technology award. O

RECENT AWARES
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Lufthansa Flynet® Is First Regular In-flight Internet Service for Connexion by Boeing®"

Internet portal powered by Connexion by Boeing, on
regularly scheduled flights between Los Angeles and
Munich. FlyNet is scheduled to be deployed on 78
Lufthansa planes by summer 2006, in conjunction with
other upgrades to the airline’s new long-haul Business
Class service. A number of other international carriers
including All Nippon Airways (ANA), China Airlines,

On Monday, May 17, 2004, broadband Internet connec-
tions became a reality for commercial airline passengers,
when Lufthansa began offering Flynet, its airborne

the next year.

Airlines and Singapore Airlines plan similar service in

ViaSat's relationship with Connexion by Boeing has
survived the 9/11 tragedy and subsequent turbulent
times for the airline industry. Our relationship is now
deepening as Connexion explores the expansion of its
system to maritime, general aviation, and other ground

mobile applications. W

04 viasaT, iNC.

Japan Airlines, Scandinavian Airlines System {SAS}, Korean
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SUSTAINED GROWTH IN VSAT NETWORKS
Our VSAT networks business continued to grow both revenues and earnings during
FY 2004, which followed a 32% increase in VSAT product sales in FY 2003.

This was especially noteworthy coming on
the heels of a global retrenchment in tele-
communications equipment and corporate
information technology spending. ViaSat
offers the broadest product line in the indus-
try, including circuit switched and packet
switched mesh “any-to-any” products, the fast
growing LinkStar® product line, and the new
SurfBeam® systern. Plus, our VSAT technology

benefits from ViaSat's development of cut-
ting edge mobile broadband applications
such as Connexion by Boeing, and SKYLink,
our satellite ground systems products, and
our defense satellite communication and
information assurance products.

The initial success of LinkStar interna-
tionally has helped us make good inroads
into the important North American market.

During FY 2004, we won and/or deployed
several large networks for customers such
as Mainstream/NTN, eMexico, and Intralot.
These large networks led us to reach over
25,000 units in cumulative LinkStar volume,
with over 5,000 units shipped in the fourth
quarter alone. O

ViaSat Satellite Broadband Products Fuel Industry Buzz on Open Standards Adoption

Two different standards have gained meaningful market positions, and ViaSat has the leading

position in both.

Until recently, the VSAT networking industry
has been dominated by proprietary systems
developed and marketed by individual com-
panies. But now more and more satellite
operators and service providers are buying
and deploying networks built on open sys-
tems. Two different standards have gained
meaningful market positions, and ViaSat has
the leading position in both.

WildBlue Communications, the first
Ka-band broadband VSAT service provider,
led migration of the Data Over Cable Service
Interface Specification (DOCSIS) to satellite
broadband and selected ViaSat to build
its networking infrastructure and subscriber

terminals. Several other satellite operators,

including Eutelsat, Intelsat, and Telesat

Canada have also selected this standard—
resulting in orders to date of over 100,000
terminals, primarily for residential broad-
band service.

The other leading standard is known as
DVB-RCS (Digital Video Broadcast-Return
Channel Satellite) and has been led by
European satellite operators SES Astra
and Eutelsat. ViaSat’s LinkStar network was
designed around this standard, and has
been the industry-leading DVB-RCS capable
platform with over 25,000 units shipped to
over 80 different networks around the world,
primarily for enterprise and government
applications. (J
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We see growth opportunities in supplying military networking equipment to U.S. allies.
Our MIDS (Multifunctional Information Distribution System) data link radic is an excellent
example—having been designed by a consortium of U.S. and European nations. Our

Tactical Data Links team won a very important new $30 million contract from the Royal

Netherlands Air Force (RNLAF), which intercperates closely with U.S. coalition forces, in
FY 2004. "This represents our largest international order to date,” said Paul Baca, vice president
of Tactical Data Links. The order was for approximately 120 MIDS Low Volume Terminals (LVTs) for the RNLAF fleet

of F-16 aircraft. MIDS is a compact, secure, high capacity, jam resistant data and voice radio that delivers electronic

situational awareness to air, sea, and land forces. =
N
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s0]20 & QOur goal has always been to leverage ViaSat'’s
legacy as a technology-eentric company. [t's how
we compete. But we've always known that to
create real value from that technology, we need
pathways to custemers that will use it, derive
) 835 value from it, and pay a fair price for it.
oY Over the past 18 years, we've used a basic strategy of developing
and applying our technologies into adjacent markets across two key
segments—the commercial and government sectors—by benefiting
from cross relationships with customers and partners in both sectors,
%H% and leveraging both our system development methodologies and our
manufacturing processes. The result is a unique company, one of a small
R o bzg@g?@@m handful of communication technology companies that has effectively

sereanrge of el reverse

06 viasar, 1ne.

looked across the spectrum of potential applications for its technologies
to find an expanding array of opportunities.




OUR GOVERNMENT BUSINESS

merica’s defense forces are still
in the early stages of a transition
to “network-centric warfare.”

Fundamentally, the network-centric concept
is essential to reflect the modern environ-
ment of relatively small, highly mobile,
widely dispersed forces that react in real time
to rapidly shifting threats and opportunities.
“Jointness”—enabling Army, Air Force, Navy,
Marines, and associated Special Forces to
cooperate seamlessly—is critically important,
as is collaboration among multinational
coalition forces. In this environment, the value
of “information superiority” is constantly
increasing. Some of the top level objectives
of network-centric warfare include:

1) Transfer all information using a common
communications network, a unified
Global Information Grid (GIG).

2) Move all information flow to a common
protocol—Internet Protocol or *IP"

3) Rapidly expand network bandwidth to
move more data and bigger files over
longer distances to more remote and
mobile users at higher speeds.

4) Create a set of simplified, lower-cost
hardware and software, eliminating the
dozens of different platforms that today’s
military must support,

ViaSat's role in the network-centric
environment has grown disproportionately
to our size. We lead or participate in key
systems and products for information assur-
ance, satellite communications, and tactical
data links.

Driving Early Advances ViaSat products
are already in the middle of modern tactical

$128
$84
s60 | Se2 | %63
| 3
| | |
2000 2001 2002 2003 2004

Government Revenues
dollars in millions

networks. MIDS (Multifunctional Informa-
tion Distribution System) tactical data link
radios connect air, sea, and ground sensors
and tactical processors for U.S. and coali-
tion forces. ViaSat Data Controllers set the
military standard for moving data reliably
over existing satellite radios. High-speed
broadband, IP-based satellite networking is
rapidly becoming one of the most impor-
tant means of connectivity among highly
dispersed forces, and ViaSat experience in
commercial and defense applications puts
us in a unique position to address this
market. We provide both hub-spoke and
mesh point-to-point networks, integrated
with DoD approved information security
products, and delivered in rugged, tactica!
packages.

One of our most promising products is
the AltaSec® KG-250, a “Type 1" security
device protecting classified data. The KG-250
is the first tactical IP-based information
assurance product that meets the new
HAIPIS standard (High Assurance Internet
Protocol Interoperability Specification). The
KG-250 is compact, rugged, and encrypts IP
packets at up to 100 Mbit/s.

Expanding the GIG DoD is investing in new

systems critical to expanding the GIG. ViaSat

has a lead or key supporting role in several

funded R&D projects that are anticipated to

develop and grow for a number of years:

¢ The KG-255, our gigabit speed Ethernet
encryptor, is one of -only three such
HAIPIS products being funded by DoD.
We're also involved in funded study pro-
grams exploring far higher speeds.

¢ Our expertise in information assurance
has earned us important security sub-
contractor roles on new tactical radio
and terminal programs, including the Air
Force Family of Advanced Beyond Line
of Sight Terminals (FAB-T), and the Navy's
new Common Data Link (CDL-N) project.

* ViaSat is a key member of Lockheed
Martin's Transformation Communication
System team providing support for infor-
mation assurance, dynamic satellite band-
width management, and other ground
terminal networking technolcgies.

* ViaSat brings expertise in satellite com-
munications, tactical data links, and
information assurance to the DoD’s Joint

VSAT
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OUR COMMERCIAL BUSINESS

Tactical Radio System (JTRS) initiative to
develop and deploy software program-
mable radios that are reconfigurable
and highly networked.

* Our Enhanced Bandwidth Efficient
Modem (EBEM) will be the new DoD
standard for high-speed satellite circuits—
offering speeds up to OC-3 equivalent
(155 Mbit/s).

Looking forward, the migration to
network-centric capabilities has a lot of
momentum. We believe we'll continue to
see important new oppacrtunities to lever-
age our core technologies in tactical data
links, information assurance, satellite net-
works, and tactical IP networking in defense
communications.

Commercial Satellite Networks Against a
backdrop of difficult marketplace and eco-
nomic conditions, ViaSat has produced
substantial success from its commercial
business segment. The segment, led by
Enterprise VSAT networks, Antenna Systems
and Broadband Systems rebounded to
become profitable this past fiscal year—
while posting strong growth in revenues
and new orders.

Over the past several years, ViaSat has
been growing, acquiring, and integrating
a team that we believe can establish an
industry-leading position in the competitive
business and consumer satellite networking.
Very Small Aperture Terminals (VSATs) play a
vital role in corporate and government pri-
vate networks and have done so for more
than two decades. VSAT technology is used

08 viasat, incC.

to send corporate data from remote loca-
tions such as pay-at-the-pump credit card
authorizations, or for mass market con-

sumer applications such as high-speed
Internet offered with direct-to-home, small-
dish satellite TV.

While these and other satellite network-
ing applications are certainly affected by the
powerful technelogical, regulatory, and mar-
ket forces affecting global communications,
ViaSat continues to see attractive opportu-
nity. As a relative upstart among major
satellite networking players, we have been a
leader in innovating new technologies, mar-
kets, business models, and distribution part-
ner relationships. We see market openings
and growth potential in a number of areas.

Enterprise YSAT Networks Our VSAT
Networks business has benefited from two
important trends among corporate and
government users alike:

e Demand for ever-higher transmission
speeds and data capacity, a shift that puts
a premium on the cost of transmission
bandwidth. By working closely with lead-
ing satellite operators such as Eutelsat,
Intelsat, SES Americom, Telesat Canada,
and WildBlue Communications, ViaSat is
helping address that shift through inno-
vative satellite broadband system and
service offerings.

* A growing preference for open satellite
networking standards such as DVB-RCS
and DOCSIS. ViaSat has taken a leading
role in developing and deploying open
standard systems for satellite—which

$150
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Commercial Revenues
dollars in millions

has helped differentiate us from our
competitors.

We made some major strides during the
past year in our VSAT Networks business.
We hit a record with close to 20,000 remote
LinkStar® terminal deployments, including
large contracts in the important North
American market. We've been able to lever-
age our growing velumes to drive down
costs and improve profitability, while our
support infrastructure also has strength-
ened considerably.

Consumer Satellite Broadband The success
of terrestrial broadband Internet services
such as DSL and cable modems has high-
lighted the opportunities for a competitive
satellite-based solution. While cable and



DSL have certainly set challenging expecta-

tions for data speeds and monthly price
points, they have also shown that there's sub-
stantial, growing and widespread demand
for service. We believe satellite-based resi-
dential Internet broadtand solutions can
thrive under the right circumstances:

* Most importantly, the satellite network
needs to be easy to install, support com-
petitive upload and download speeds,
and scale to reliably and economically
support large numbers of users. Prior
systems have generally fallen short in
one or more categories.

¢ For mainstream markets, with customer
expectations set by terrestrial services,
spot beam satellite capacity (likely at Ka-
band) is needed to achieve economical
bandwidth pricing. No satellite broad-
band service provider has ever before
had access to the low cost bandwidth
promised by this type of satellite.

o Effective subscriber acquisition and dis-
tribution partners are essential. Access to

residential direct-to-home TV subscribers

is likely the best channel, since those
customers have already shown a willing-
ness to put a satellite dish on their roof.
ViaSat is addressing this market with our
SurfBeam system, building on the DOCSIS
networking environment. We made impor-
tant strides this past year, accumulating
orders for over 100,000 terminals from
Intelsat, Telesat, and WildBlue. Intelsat initi-
ated the first consumer SurfBeam service in
the Middle East working with Orbit Data
Swstems. More progress is expected this year,
with the successful launch of Telesat’s ANIK
F2 Ka-band spot beam satellite payload in
July, supporting both WildBlue's U.S. service
launch and Telesat's own Canadian offering.

ViaSat has been a tech-
nology leader in bringing the relatively low
cost and high bandwidth capacity of
Ku-band Fixed Satellite Service (FSS) to
mobile platforms. Our long partnership with
Connexion by Boeing is now resulting in

affordable high-speed airborne Internet serv-
ice—with Lufthansa leading the way with its
FlyNet offering. We're working with Boeing
to extend Connexion to maritime and gen-
eral aviation, as well. Also, we're supporting
ARINC and SES Americom in a similar serv-
ice offering targeting private business jets.
Although the venue is different—ships and
aircraft vs. offices and homes—there is a lot
of technical overlap with our other broad-
band satellite offerings.

While many of our government and
commercial applications appear distinct,
the technology at their core is not. ViaSat is
leveraging its technology across business
groups better than it ever has before. We
believe this effort is a key factor behind our
growing success and we will continue to
foster this "cross-pollination” of our tech-
nologies. The resulting ability to perform on
either government or commercial opportu-
nities will continue to build the value of
ViaSat for our customers, employees and
investors alike. (J

Full Serviee Network Operations for Easier Business Netwerking

Another way we simplify networking for our customers is through our Immeon VSAT services group. By providing full

managerment and control from our network operations center in Carlsbad, we answer our customers’ need to support |
their businesses without becoming satellite networking experts. Customer applications in this market include everything |
from everyday, mission-critical networks, to emergency backup for terrestrial links, to mobile applications. ‘
One new customer is the Nebraska State Lottery, through our partner Intralot. The high-speed, always-on environment |
of the lottery business is very demanding, with each transaction done in three to five seconds. Another customer has i
different needs entirely. CapRock IPxpress requires remote, reliable access for a variety of highly mobile customers,
particularly for oil and gas drilling. New ViaSat technology enables them to host several customers on a single network,
each with their own secure Virtual Private Network.

|
J
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STRATEGY funded R&D
AT A GLANCE:

opportunities

Address increasingly
larger markets

Evolve into “neighboring”
products, technologies
and markets

ver the past three years, ViaSat has navigated a tough

market and economic downturn that challenged its

commercial business. We’ve built a solid foundation
for enduring growth in both the government and commercial
segments. While our results have been evident
in record revenues, earnings, new orders, back-
log and other key metrics, the roots run deeper
to the people, processes and assets that power
the company.

Creating Empowered, Informed Managers
Drives Creativity...and Performance ViaSat
has built its growth foundation by carefully
adding the management infrastructure we need

to reach our long-term growth objectives.

New Contract Awards
dollars in millions

projects and systems. Working together in an expanded execu-
tive team, a group of home-grown leaders has emerged who are
developing and adopting new processes and controls.

“Our business leaders have found that their options grow
when their businesses are well managed,” said
Rick Baldridge, president and COO. “They can
explore new markets, invest in discretionary
R&D or develop related technologies. That

gives them more directions to move in, not less”

$347

3259

A disciplined, closed-loop planning process
has become a tool for achieving our growth
targets and developing new leadership. It
begins with strategic business planning by
each business area. Next is budgeting and oper-

ations planning. Finally, progress is measured

Many of our executives are former engineers o o
who have found that taking on a broader man-

agement role helps fulfill their personal visions to be on the
leading edge of satellite and networking technology. They've
enjoyed the entrepreneurial environment at ViaSat and are
enthusiastic about preserving the benefits of our culture, while at

the same time being able to attack bigger and more challenging

10 viasaT, INC.

02

03 o and adjustments made during quarterly busi-
ness area reviews. All aspects of the business are
emphasized: strategy, finance, business development, marketing,
operations, and staffing.

Benefits from this process are clear:
* A stronger balance sheet. New enterprise-wide software

systems— Oracle for business and Agile for engineering—are

Achieve pioneering
positions in target
markets




Co-invest with
customers to enter

INVESTING IN OUR COMMUNITIES

ViaSat has always supported the communities where its employees live and work. We
match and support our employees’ efforts in donating to the Multiple Sclerosis Society,
the American Heart Association, local Blood Banks, the Leukemia and Lymphoma
Society, youth activities, and sports organizations.

As we've matured into one of the larger employers in our commu-
nities, our corporate sponsorships have taken on an industry
perspective as well. One organization we are enthusiastic about
is The Center for Wireless Communications {CWC), an academic/
industry partnership at the University of California at San Diego.
The CWC is a cross-disciplinary program of research and education
targeted at the emerging needs of the wireless communications
industry. ViaSat is contributing at the highest level of sponsorship.
The contribution is leveraged with matching funds from California

as well as participation from exceptional students and faculty
whose talents wouldn't otherwise be available,

VP of Engineering Steve Hart, a co-founder of ViaSat and
UCSD alumnus, has cultivated our ties with the university for many
years. For his dedication, the UCSD Jacobs School of Engineering
awarded Steve with its 2004 Outstanding Executive Award.

Other major corporate support has been put behind the
AeA's Congressional lobbying efforts, the San Diego Telecom
Council, and the San Diego Padres Charitable Ticket Program. Bl
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Directed sales &
marketing to foster
new opportunities

Sustain staff to capture
and perform our

new markets target projects

8

Take prudent risks in
advancing technologies

10.

Strengthen intellectual
property portfolio

Sustain our diversified
business mix

giving managers a window into their businesses showing
timely, accurate financial information and metrics. They
quickly see how their decisions on allocating assets, pricing,
overhead expenses, customer billing, and program schedul-
ing affect overall company performance. It’s
helped us improve cash flow, reduce debt,

and fund our growth internally.

Employee Growth

Advancing and Protecting Our Core Asset: Technology
Ultimately, technology innovation remains our primary focus, so
we continue to work towards managing in a way that institutes
consistent processes and controls, yet preserves the ability of our
company to be creative and quickly organize
around and react to new opportunities.

“We aim for innovations that enable new

Increased new business potential. Third- 818 o markets, reduce costs, or support new business
party certifications of our improved man- 738 o models that otherwise couldn’t exist,” says
agement procedures and controls show our Baldridge. Highly integrated circuits from US
customers tangible evidence of our attention 178 Monolithics lower the cost of VSAT RF trans-
to quality and detail. All of our four major ceivers to enable LinkStar and SurfBeam to
facilities in California, Arizona, Georgia and capture market share. New technologies for IP
Maryland are certified to ISO9001:2000 stan- network security in military communications
dards. Our software engineering methods are hold the potential to fit the capability into more
assessed at Level 3, against the Software Engi- 00 o1 02 03 04 platforms. Paired Carrier Multiple Access

neering Institute (SEI) Capability Maturity

Model for Software (SW-CMM®).

Improved customer focus. We're integrating our entire sup-
ply chain, providing customers with online access to software
updates, product ordering, delivery status, and issue or prod-

uct repair tracking.

(PCMA) expands the capacity of transponders,
frees bandwidth for interactivity, lowers the cost of satellite net-
working, and opens a range of new applications.

Hand-in-hand with developing technology is the need to
protect the competitive edge it gives us. ViaSat is identifying
its patentable technologies, building its patent portfolio, and
actively protecting its technology advantages. I
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Education plays a decisive role in establishing and maintaining technology leadership at ViaSat.

It starts on college campuses, as we seek the top graduates and post-graduates from a select group
of leading engineering schools. To help promote engineering as a degree choice and develop this
source of new talent, we're partnering on corporate affiliate programs with top schools, including
Rice and UCSD—the alma maters of our founders. We also encourage internships with some of
our employees hosting undergraduates in their homes while they learn to apply their knowledge

in our labs.

We also seek accomplished professionals who bring with them a wealth of experience, but thrive

in an environment that continues to challenge them to grow and learn.

Education continues for all new employees, with mentor programs that relate our unique culture
and management approach and help them connect with the people and resources they need to

succeed. Informal education includes on-the-job skills and lunchtime brown-bag sessions under
the guidance of leading ViaSat engineers. Formal education includes tuition reimbursement for
continuing or advanced degree studies outside the company, and on-site seminars in technology,

management, and leadership.

And we always promise our employees the opportunity to work on a variety of complex and
challenging projects that will keep them learning every day.

University of California, San Diego

Rice University

Georgia Tech

Rensselaer Polytechnic Instfitute
University of lllinois

University of Michigan
Harvey Mudd College
Virginia Tech

University of Maryland

for more information visit:
www.viasat.com/careers




PERFORMANCE

Selected Financial Data . ......... ... ... ... ... ... ......

Management's Discussion and Analysis of
Financial Condition and Results of Operations . ... .........

Consolidated Balance Sheets ....................... ...
Consolidated Statements of Operations . ... ..............
Consolidated Statements of Cash Flows ............... ...
Consolidated Statements of Stockholders' Equity . .........
Notes to Consolidated Financial Statements ......... ... ..
Report of Independent Registered Public Accounting Firm . ..

Market for Registrant’'s Common Stock and
Related Stockholder Matters .. ... ... L

Corporate Information . ......... ... .. ...




_?m‘-
=umEn C




PERFORMANCE

Selected Financial Data

Years Ended
April 2, March 31, March 31, March 31, March 31,
{in thousands, except per share data) 2004 2003 2002 2001 2000
Statement of Income Data:
Revenues $278,579 $185,022 $195,628 $164,352 $75,880
Cost of revenues 206,327 142,908 139,354 113,458 45,557
Gross profit 72,252 42,114 56,274 50,894 30,323
Operating expenses:
Selling, general and administrative 38,800 37,858 38,153 26,482 11,269
Independent research and development 9,960 16,048 9,415 6,173 7,590
Acquired in-process research and development — — 2,550 2,334 —
Amortization of intangible assets 7,841 8,448 6,959 3,789 —
Income (loss) from operations 15,651 (20,240) (803) 12,116 11,464
Interest income (expense) (346) (740) 188 1,647 913
Other income {loss) (206) (85) (187) (76) —
Income (loss) before income taxes 15,099 (21,065) (802) 13,687 12,377
Provision (benefit) for income taxes 1,931 (11,433) (2,959) 3,422 4.471
Net income (loss) $ 13,168 $ (9632 $ 2157 $ 10,265 $ 7,906
Basic net income (loss) per share $ 050 $ ©37) $ 009 $ 048 $ 049
Diluted net income (loss) per share $ 048 $ ©37y $ 009 $ 046 & 045
Shares used in computing basic net income (loss) per share 26,257 26,016 23,072 21,379 16,193
Shares used in computing diluted net income (loss) per share 27,558 26,016 23,954 22,537 17,422
Balance Sheet Data:
Cash, cash equivalents and short-term investments $ 18,670 $ 4269 § 6620 $ 1772 $19,641
Working capital 107,846 74,276 83,458 84,334 38,169
Total assets . 272,682 237,155 238,667 169,378 61,930
Notes payable, less current portion - — — — — 336
Capital lease obligation, less current portion — 141 174 — —
Total stockholders' equity 202,475 183,887 191,939 132,807 45,997
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Management’s Discussion and Analysis of

Financial Conditicn and Results of Operations

General
ViaSat was incorporated in 1986 and completed its initial public
offering in 1996. We provide advanced digital satellite commu-
nications and other wireless networking and signal processing
equipment and services to the government and commercial
markets. Based on our history and extensive experience in
complex defense communication systems, we have developed
the capability to design and implement innovative communica-
tion solutions, that enhance bandwidth utilization by applying
our sophisticated networking and digital signal processing
techniques. Our goal is to leverage our advanced technology
and capabilities to capture a considerable share of the global
satellite communications equipment and services segment of
the broadband communications market for both government
and commercial customers.

Our internal growth to date has historically been driven
largely by our success in meeting the need for advanced com-
munication products for the U.S. government and commercial
customers. By developing cost-effective communication prod-
ucts incorporating our advanced technologies, we have continued
to grow the markets for our products and services.

Our Company is organized principally in two segments:
government and commercial. Our government business
encompasses specialized products principally serving defense
customers and includes:

s Tactical data links, including MIDS,

e Information security and assurance products and services,
which enable military and government users to communicate
secure information over secure and non-secure networks,

o UHF DAMA satellite communication products consisting of
modems, terminals and network control systems,

e Government broadband products and services, that provide
innovative products to government customers to increase
available satellite bandwidth capacity, and

o Simulation and test equipment, which allows the testing of
sophisticated airborne radio equipment without expensive
flight exercises.

Serving government customers with cost-effective products
and systems continues to be a critical and core element of our
overall business strategy.

We have been increasing our focus in recent years on offering
satellite based communication products and systems to address
commercial market needs. In pursuing this strategy, we have
acquired three strategic satellite communication equipment
providers: (1) the Satellite Networks business of Scientific-
Atlanta (SA) in fiscal year 2001; (2) Comsat Laboratories prod-
ucts business from Lockheed Martin in fiscal year 2002; and
(3) US Monolithics, LLC (USM) in fiscal year 2002. Our commer-
cial business accounts for approximately 54% of our revenues

VIASAT, INC.

in fiscal year 2004 and 56% of our revenues in fiscal year 2003.
To date, our principal commercial offerings include Very Small
Aperture Terminals (VSATs), broadband Internet equipment
over satellite, network control systems, network integration
services, network operation services, gateway infrastructure,
antenna systems and other satellite ground stations. In addi-
tion, based on our advanced satellite technology and systems
integration experience, we won several important projects in
the three key broadband markets: enterprise, consumer and
in-flight mobile applications.

Our commercial business offers an end-to-end capability to
provide customers with a broad range of satellite communica-
tion and other wireless communications equipment including:
e Consumer broadband products and systems to customers

based on DOCSIS or DVB-RCS-based technology,

e Mobile broadband products and systems for in-flight, maritime
and ground mobile broadband applications,

e Enterprise VSAT network products and services,

®  Antenna systems for commercial and defense applications
and customers,

e Satellite networking systems design and technology devel-
opment, and

s  MMIC design and development, with an emphasis in systems
engineering of packaged components, which specializes in
high-frequency communication technology design and
development.

With expertise in commercial satellite network engineering,
gateway construction, and remote terminal manufacturing for all
types of interactive communication services, we have the unique
ability to take overall responsibility for designing, building,
initially operating, and then handing over a fully operational,
customized satellite network serving a variety of markets and
applications.

To date, our ability to grow and maintain our revenues has
depended on our ability to identify and target high technology
satellite communication and other communication markets
where the customer places a high priority on the solution, and
obtaining additional sizable contract awards. Due to the nature of
this process, it is difficult to predict the probability and timing
of obtaining these awards.

Generally, revenues are recognized as costs are incurred
using the percentage of completion method, measured primarily
by costs incurred to date compared with total estimated costs
at completion or based on the number of units delivered. The
Company provides for anticipated losses on contracts by a
charge to income during the period in which they are first iden-
tified. There were no significant charges for loss contracts in
the last three years.
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We also have contracts and purchase orders where revenue
is recorded on delivery of products. In this situation, contracts
and customer purchase orders are used tc determine the exis-
tence of an arrangement. Shipping documents and customer
acceptance, when applicable, are used to verify delivery. We
assess whether the sales price is fixed or determinable based
on the payment terms associated with the transaction and
whether the sales price is subject to refund or adjustment. We
assess collectibility based primarily on the creditworthiness of
the customer as determined by credit checks and analysis, as
well as the customer’s payment history.

Our products are provided primarily through three types
of contracts: fixed-price, time-and-materials and cost-
reimbursement contracts. Historically, approximately 89% for
fiscal year 2004, 95% for fiscal year 2003, and 97% for fiscal year
2002, of our revenues were derived from fixed-price contracts,
that require us to provide products and services under a con-
tract at a stipulated price. The remainder of our annual revenue
was derived from cost-reimbursement contracts, under which
we are reimbursed for all actual costs incurred in performing
the contract to the extent such costs are within the contract
ceiling and allowable under the terms of the contract, plus a
fee or profit, and from time-and-materials contracts which
reimburse us for the number of labor hours expended at an
established hourly rate negotiated in the contract, plus the
cost of materials utilized in providing such products or services.

Historically, a significant portion of our revenues are from
contracts for the research and development of products. The
research and development efforts are conducted in direct
response to the specific requirements of a customer’s engi-
neering and production order and, accordingly, expenditures
related to such efforts are included in cost of sales when incurred
and the related funding (which includes a profit component) is
included in revenues. Revenues for our funded research and
development were approximately $81.0 million or 29.1% of our
total revenues during fiscal year 2004, $74.1 million or 40.0% of
our total revenues during fiscal year 2003 and $75.2 million or
38.4% of our total revenues during fiscal year 2002.

We also incur independent research and development
expenses, which are not directly funded by a third party.
Independent research and development expenses consist pri-
marily of salaries and other personnel-related expenses, sup-
plies, prototype materials, testing and certification related to
research and development programs. Independent research and
development expenses were approximately 3.6% of revenues
during fiscal year 2004, 8.7% of revenues during fiscal year
2003, and 4.8% of revenues during fiscal year 2002. As a gov-
ernment contractor, we are able to recover a portion of our
independent research and development expenses pursuant to
our government contracts.

Executive Summary

We develop and manufacture satellite ground systems and other
related government and commercial digital communications
equipment. Qur products are generally highly complex and
have a concept-to-market timeline of several months to several
years. The development of products where customers expect
state-of-the-art results requires an exceptionally talented and
dedicated engineering workforce. Since inception, ViaSat has
been able to attract, develop and retain engineers who support
its business and customer objectives, while experiencing low
turnover (relative to its competitors or peers). The consistency and
depth of our engineering workforce has enabled us to develop
leading edge products and solutions for our customers.

From 1986 through fiscal year 2002, the Company was protf-
itable and grew its revenue base each year. The downturn in
the telecommunications industry and the terrorist attacks in 2001
resulted in the loss of approximately one-third of our backlog
at the end of calendar year 2001. In the ensuing months, ViaSat
began rebuilding its backlog—first 