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A commitment to customers.
A commitment to innovation.

-!::I“‘"

Our cutting-edge mobile multimedia and wireless * *

broadband products and technologies are not just

changing how people use wireless, but how they
-

think about wireless. T

Advanced wireless semiconductors to power
tomorrow’s next-generation mobile handsets.
High-speed, mobile broadband systems that keep
people connected and provide powerful mobile
Internet access. Breakthrough mobile broadcast
technologies that let consumers use their mobile
phone to watch their favorite television shows and
movies — anytime, anywhere, no matter where
the content originates. Pioneering multimedia
software that powers the world’s leading mobile
media services.

These are just some of the reasons why many of

the world’s largest handset manufacturers and ,

mobile network operators depend on NextWave
to meet the rapidly evalving demands of the

wireless market.



To Our Shareholders,

Change. Growth. Competition. Broadband. Opportunities.
These are the words that are often associated with today's
global wireless industry. It is an industry undergoing a
remarkable transformation as it shifts from the delivery of
mobile voice services to the presentation and delivery of
mobile multimedia and wireless broadband services —
anywhere, anytime. It is a transformation that is already
revolutionizing how people consume rich media content
including their favorite television shows, movies, videos,
and music. At NextWave, we provide the industry’s leading
mobile operators and mobile device manufacturers with
the enabling wireless semiconductors, mobile broadband
and multimedia systems, and software technologies they
need to successfully navigate this exciting and challenging
transition.

2007 was a year of noteworthy growth for our company.
Driven by sales of our wireless broadband network
equipment and subscriber devices and by the continued
growth
PacketVideo subsidiary, we grew our GAAP revenues to

in mobile device software royalties by our

over $59 million, an annual growth rate of 143 percent,
and exceeded $106 million in shipped revenues. We also
increased our worldwide team of engineering and business
professionals to over 1,300 people to boost our sales and
customer support capabilities, and to accelerate the pace
of our product development activities. This revenue growth

and workforce increase was a direct result of the substantial
investments we made in research and development and in
the expansion of our global operations.

In 2007 we
development, a nearly $100 million increase over 2006. We

invested $150 million in research and

invested $191 million in the 'acquisition of complimentary
businesses, including IPWiraless and GO Networks; and

we invested $86 million in

the acquisition of domestic

and foreign spectrum licenses. While these investments

contributed to significantly
believe they were necessary

larger losses. in 2007, we
te help us achieve the scale

and technical capabilities needed to succeed in the highly

competitive global wireless m

As a techhology company,
commercialize our technica

arket.

one of our key goals is to
innovations as quickly as

possible. For NextWave, 2007 will be remembered as
the year when we made the first customer deliveries of
our mobile broadband network equipment and when
we began the process of transitioning some of our most
promising wireless technologies out of the lab and into
pre-production. These inclulde our first family of WiMAX
semiconductors to power next-generation WiMAX handsets
and our ground-breaking MXtv™ mobile broadcast system

that will let consumers watch live TV and movies using

“2007 was a year of remarkable growth and

rewarding change for our company.”

2 NextWave 2007




a WiMAX-enabled mobile device. We are optimistic
that demand for these technologies, along with our other
WIMAX products, will increase as the global market for
WiMAX-based network equipment and devices continues
to expand.

2007 was also a year of both rapid strategic growth and
demanding change for NextWave. We acquired six
companies, inctuding IPWireless, a leader in UMTS mobile
broadband technology; GO Networks, a global leader in
carrier-grade Wi-Fi systems; and WiMax Telecom AG, one
of the pioneers of WiMAX technology in Europe. Equally
important, to help us meet the challenges of integrating
these companies while navigating another year of rapid
industry change, we streamlined our global operations
into two business units, NextWave Mobile Products and
NextWave Network Products,

NextWave Mobile Products includes our PacketVideo
subsidiary, which develops and markets industry-leading
multimedia software, now found in over 200 million handsets
worldwide. NextWave Mobile Products is also responsible
for developing and marketing our line of advanced WiMAX
chipsets designed for the mobile handset and mobile

computing markets.

NextWave Network Products, which includes our IPWireless
and GO Networks subsidiaries, provides network operators
around the world with our powerful MXtv™ and TDtv™
mobile TV systems and our advanced UMTS TD-CDMA and
carrier-grade Wi-Fi mobile broadband network equipment.
With broad expertise in third-generation UMTS and fourth-
generation OFDM technologies, NextWave Network
Products is also leading our effort to provide mobile
operators with wireless network soluticns based on the
WIMAX and LTE industry standards.

iiajor 2007 Business Milestones

In 2007 we began to commercialize some of our most
innovative technologies, expanded our valuable spectrum
portfolio, and further enhanced the financial strength of the

company. Some of the year’s major milestones were:

¢ We listed our company on NASDAQ (WAVE) alongside
some of the most successful technology companies in
the world;

* We successfully raised over $351 million in new capital,
through a private placement of senior convertible
preferred stock, to fund operations and enable strategic

acquisitions;
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We further strengthened our intellectual property position
by filing numerous patents to protect our technology
innovations;

We expanded our global spectrum portfolio to 390 million
POPs {an increase of 142 million PCPs) by acquiring
spectrum licenses in Austria, Argentina, Canada, Croatia,
Germany, Norway, Slovakia, Switzerland, and the United
States - spectrum we intend to make available to mobile
operators who purchase our products and technologies;

We announced the roadmap for our WIiMAX chipset
platforms and began shipping samples of our NW{1100
baseband System-on-a-Chip (S0C) and its companion
multi-band RFIC, the NW1200, and associated system

software;

Our PacketVideo subsidiary reinforced its industry
leadership by becoming a founding member of the Open
Handset Alliance led by Google and by being awarded
responsibility for the multimedia subsystem of the OHA's
Android platform;

We completed phase-cne deliveries of our state-of-the-
art wiretess broadband network equipment in connection
with the City of New York’s new wireless public safety

network; and

We delivered our 600th UUMTS mobile base station
to T-Mobile for deployment in their next-generation,
“Internet 4G" wireless broadband network in the Czech
Republic.

Financial Results

Our GAPP revenues for fiscal year 2007 were $59.1
million, a $34.8 million incraase over fiscal year 2006. This
substantial increase in annual revenue was driven by $20.4
million in' sales of wireless broadband network equipment
and subscriber devices by our IPWireless subsidiary,
which we acquired in the s.lecond quarter of 2007, and by
the continued growth in m&obile device software royalties
generated by our PacketVideo subsidiary. Our shipped
revenues for fiscal year 200}?‘ were $106.6 million.

Our loss from operations in 2007 was {$288.4) million,
an increased loss of $189.9 miilion from the prior year.
This includes $89.1 million of non-cash expenses largely
comprised of intangible 'asset amortization expenses,
in-process research and development expenses related
to merger and acquisitions, depreciation, and stock-
based employee compensation expenses. Excluding these
non-cash operating expenses our cash-based loss from
operations for fiscal 2007 was {$199.3) million, an increased
loss of $116.6 million over fiscal 2006. However, of this
cash-based operating loss, the majority was atiributable to
an increased investment of $51 million, $98 million in total, in
research and development relating to the commercialization
of our WiMAX semiconductér products and our PacketVideo
multimedia software applic!ations, and $54.0 million, or 27
percent, was attributed to tr|1e acquired operations of WiMax
Telecom, GO Networks and IPWireless.

Allen Salmasi

Chairman, President, and
Chief Executive Officer




2008 - Continued Growth and Opportunity

2008 is already shaping up to be a milestone-rich year
for NextWave. In February, after a thorough evaluation
of competing mobile broadcast technologies, Orange
and T-Mcbile, two of the world's largest mobile operators,
announced their selection of NextWave's TDtv™™ mobile
broadcast system for a joint mobile TV commercial pilot in
London. Also in February, we announced our TDtv™ device
integration pack to provide mobile handset manufacturers
the ability to easily integrate our TDtv™ technology into
their future mobile phone preducts. In March, we launched
MXtv™, an inventive WiMAX mobile TV technology for mobile
operators that requires no additional spectrum or network
radio infrastructure. Global network infrastructure providers
Alcatel-Lucent and Huawei have atready announced plans
to integrate our MXtv™ technology into their next-generation
WiMAX network solutions. '

Our People. Our Shareholders.

We are pleased with what we accomplished in 2007 and
believe that 2008 is on track to be another extraordinary
year for NextWave. We know that everything we achieve
is due to the talent and dedication of our employees - a
global team of professionals who share a common vision
for the future of wireless and a deep passion for creating
the most innovative and advanced wireless technologies in
the industry. On behalf of this team, | wish to thank you,
along with our customers and partners, for your continued
support and confidence as we move into the next exciting
stage of NextWave’s growth.

Al S

Allen Satmasi
Chairman, President, and Chief Executive Officer

“2008 is already shaping up to be another

extraordinary year for NextWave.”

NextWave 2007 | 5




Operational Highlights

2007 Achievements

We listed our company on NASDAQ (WAVE) alongside
some of the most successful technology companies in
the world.

We successfully raised over $351 million in new capital
through a private placement of senior convertible

preferred stock.

We completed the acquisition of six companies including
IPWireless, a leader in UMTS mobile broadband
technology; and GO Networks, a leader in carrier-grade
Wi-Fi systems.

We further strengthened our intellectual property
position by filing numerous patents to protect our many
technology innovations.

We expanded our global spectrum portfolio to 390 million
POPs (an increase of 142 million POPSs) by acquiring
spectrum licenses in Austria, Argentina, Canada, Croatia,
Germany, Norway, Slovakia, Switzerland, and the United
States.

We announced the roadmap for our WiMAX chipset
platforms and began shipping samples of our NW1100
baseband System-on-a-Chip (30C) and its companion
multi-band RFIC, the NW1200, and associated system

software.

Our PacketVideo subsidiary reinforced its industry
leadership by becoming a founding member of the Open
Handset Alliance led by Google and by being awarded
responsibility for the multimedia subsystem of the OHA's
Android platform.

We delivered our 800th |UMTS mobile base station to
T-Mobile for deployment in their next-generation wireless

broadband network in the Czech Republic.

We launched business operations in Argeniina, Brazil,
China, Denmark, Japan, and Korea, to expand our global
sales and marketing capabilities.

We completed phase-one deliveries of our state-of-the-
art wireless breadband network equipment in connection
with the City of New York's new wireless public safety
network.

We were recognized as one of the year’s best technology
companies by winning the prestigious American
Electronics Association I-ligh Tech Award in the category
of communications products and services.




2008 Achievements (First Quarter)

L]

We realigned our global operations into two business
units, NextWave Network Products and NextWave
Mobile Products to streamline product development,
sales, and marketing.

Qur PacketVideo subsidiary introduced its pocket-sized
Telly™ mobile broadcast receiver that transforms Wi-Fi

enabled mobile devices into mobile TV players.

Our TDtv™ mobile broadcast system was selected by
T-Mobile and Qrange for a joint commercial pilot in
London.

We introduced our TDtv™ Device Integration Pack to
enable rapid integration of our innovative TDtv™ mobile
broadcast technology into next-generation WCDMA
mobile handsets.

We announced our breakthrough MXtv™ mobile

broadcast system that will let consumers watch
their favorite television shows and movies using a

WiMAX-enabled mobile device.

Global telecommunication equipment providers Alcatel-
Lucent and Huawei announced plans to integrate
our MXtv™ mobile broadcast technology into their
next-generation WiMAX network solutions.




WIMAX Semiconductors.

Low power, high performance WiMAX
chipsets with integrated MXtv™ mobile

broadcast and Wi-Fi capabilities

V5 Multi-standard BTS.
High performance TD-CDMA mobile |
broadband base station upgradeable
to WiMAX and LTE — also supports
TDtv™ mobile broadcast

8 | NextWave 2007




Technologies that enable

cutlting-edge V\éﬁreﬂess broadbana
mobile multimedia services.

Mobile Device Innovations.
Industry leading device-embedded

multimedia software, device reference
designs, and MXtv™ and TDtv™ mobile
broadcast enabled chipsets

MBW Series Wi-Fi
Access Points.
Carrier-grade micro/pico/femto Wi-Fi

L Mobile Broadcast Receiver.

PacketVideo’s Telly™ mobile broadcast

‘ receiver transforms a Wi-Fi enabled device

into a mobile TV player
‘ platforms with advanced xRF™ smart

antenna technology

NextWave 2007 | 9



Mobile Broadcast and Multimedia

Live sports. Movies-on-demand. Your favorite television shows.
In the palm of your hand — anywhere, anytime. Welcome to the
world of mobile TV. A world that wili change the way people

consume and enjoy their multimedia content,

Our breakthrough mobile broadcast systems are for UMTS
and WiMAX mobile operators who want to offer consumers the
most advanced multi-channel, mobile broadcast experience
possible — without the need to acquire additional spectrum, and

without having to build or rely on an expensive new network.

DY,

A breakthrough mobilff broadcast technology for

WIMAX operators that delivers a broad range of rich
m and personalized multim
TV and digital audio. !IVlXthM utilizes an operator’s

Designed for UMTS operators worldwide, TDtv™ is
the only 3GPP MBMS mohbile broadcast solution that
provides up to 28 channels, requires no additional
spectrum, easily integrates into existing WCDMA
networks, and provides the performance and flexibility
that operators require.

10 | NextWave 2007

edia services including mobile

existing radio access network and spectrum to deliver
the ultimate cost and performance advantage ~ one
that can transform the economics of WiMAX.




Mobile Broadband Networks

The United States, the Czech Republic, Germany, New Zealand,
South Africa, Sweden, the United Kingdom. These are just a
few of the countries where operators depend on our network

equipment to deliver cutting-edge mobile broadband services.

Providing mobile operators, government agencies, and
municipalities with the most advanced and cost-effective
network solutions possible is our goal. It's why we developed
our V5 multi-standard macro base station -- an innovative
TD-CDMA platform with “future-proof” upgradeability to both
WiIMAX and LTE.

And for operators who want to deploy next-generation mobile
networks using unlicensed spectrum, our MBW Series micro/
pico/femto Wi-Fi access points are designed to deliver maximum

capacity and coverage at the lowest possible cost.

NextWave 2007 | 11




RPacketVideo Multimedia Software

Software that transforms a mobile phone into a gateway to a

consumer’s entire personal library of multimedia content. Software
! that enables service providers to seamlessly integrate content l
; from multiple sources into a single, unified user-interface for a |
' differentiating end-user experience. Software that lets people

easily link their mobile devices to the consumer electronics they

have at home so they can enjoy their music, video, and other l

multimedia content on the device and network of their choice.

V-

These are just a few of the industry leading software applications

developed and marketed through our PacketVideo subsidiary.

Today, over 200 million mobile devices containing PacketVideo \
software have been shipped worldwide by leading device |
manufacturers such as Nokia, Sony-Ericsson and Samsung, and
| mobile operators such as NTT DoCoMo, Orange, T-Mobile, and

| Verizon Wireless. |

. ' i

CORE" O%@‘RE" |

, |

= Rich media application framework that enables
mobile devices to stream, download and play

video/music, receive live TV, and more
+ Deployed in over 200 million devices worldwide

¢ Multimedia subsystem for Open Handset
Alliance’s Android™ platform that enables playing
and streaming of standard media formats and the
recording of images anq video

WoRion

* White-label rich media platform for integrated
music and video services, with a unified and
intuitive user experienceI

. .
. .
&

LRI
-
U-.O

PVCONNECT

s User-centered media solution enabling the
seamless search, sharing and distribution of
multimedia content in wireless WAN and LAN
environments

12
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Semiconductors

High performance. Low power. Maximum integration. The ability
to handle bandwidth-intensive and quality-of-service dependent
applications like streaming video and Voice-over-IP. These are
the key design objectives behind all of our advanced wireless

semiconductors.

Qur NW2000 WIMAX chipset family includes the 65
nanometer WiMAX baseband SoC and a companion multi-band
RFIC. Available in 2008, this chipset incorporates the latest in
cutting-edge silicon technologies, including our breakthrough
MXtv™ mobile broadcast technology, integrated Wi-Fi, and
sophisticated power saving techniques. These advanced chips

support worldwide frequency deployments and roaming and are

optimized for a wide range of WiMAX devices, including mobile

handsets and personal media players.

And for UMTS device manufactures who want to take advantage
of the global TDtv™ opportunity and integrate TDtv™ capabilities

into their handsets, we offer low power TDtv™ baseband chips,

as part of our TDtv™ Device Integration Pack.

NextWave 2007 | 13



Safe Harbor Statement

This presentation contains disclosures that are forward-looking
statements that are subject to risks and uncertainties. All
statements other than statements of historical facts are forward-
looking statements. These statements, which represent our
expectations or beliefs concerning various future events, may

n u

contain words such as “may,” “will,” “expects,” “anticipates,”

"o

“intends,” “plans,” “believes,” “estimates,” or other words
of similar meaning in connection with any discussion of the
timing and value of future results or future performance. These
forward-looking statements are based on the current plans and
expectations of our management and are subject to certain
risks, uncertainties (some of which are beyond our control) and
assumptions that could cause actual results to differ materially

from historical results or those anticipated.

Because of these factors, we caution you that you should
not place any undue reliance on any of our forward-looking
statements. These forward-looking statements speak only as
of the date of this presentation and you should understand that
those statements are not guarantees of future performance or
results. New risks and uncertainties arise from time to time, and
it is impossible for us to predict those events or how they may
affect us. Except as required by law, we have no duty to, and
do not intend to publicly update or revise any forward-looking
statements, whether as a result of new information, future

events or otherwise.
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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report and other reports, documents and materials we will file with the Securities and Exchange Commission
{the “SEC”) contain, or will contain, disclosures that are forward-looking statements that are subject to risks and
uncertainties. All statements other than statements of historical facts are forward- Iookmg statements. These statements,
which represent our expectations or beliefs concerning various future events, may ‘contain words such as “may,” “will,"
“expects,” “anticipates,” “intends,” “plans,” “believes,” “estimates,” or other words of similar meaning In connection with
any discussion of the timing and value of future results or future performance. These forward- looking statements are
based on the current plans and expectations of our management and are subject to|certain risks, uncertainties (some of
which are beyond our control) and assumptions that could cause actual results to differ materially from historical results or
those anticipated. These risks include, hut are not limited to:

n o«

. our limited relevant operating history;

. our ability to manage growth or integrate recent or future acquisitions;

. our ability to execute our business plan and to become cash flow positive;

. competition from alternative wireless technologies and other technology companies;

. our ahility to develop and commercialize mebile broadband products and technologies;
. the abhility of vendors to manufacture commercial WiMAX equipment and devices;

. consumer acceptance of fourth generation wireless technologies, such as WiMAX;

. consumer acceptance of mobile TV and mobile broadcast services;

. changes in government regulations;

. any loss of our key executive officers; and

. other risks described under “Risk Factors” and elsewhere in the information contained or incorporated

into this offering circular.
There may aiso be other factors that cause our actual results to differ materially from the forward looking statements.

Because of these factors, we caution you that you should not place any undue reliance on any of our forward-looking
statements. These forward-looking statements speak only as of the date of this annual report and you should understand
that those statements are not guarantees of future performance or results. New nsks and uncertainties arise from time to
time, and it is impossibie for us to predict those events or how they may affect us. Except as required by law, we have no
duty to, and do not intend to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.

NextWave 2007 | 2




PART L.
Item 1. Business

In this Annual Report, the words “NextWave”, the “Company”, “we”, “our”, “ours”, and ‘us” refer to NextWave Wireless inc.
and, except as otherwise specified herein, to our subsidiaries. Our fiscal year ended on December 29, 2007,

Our Company

We are a mobile broadband and multimedia technology company that develops, produces, and markets mobile
multimedia and wireless broadband products, including fourth generation (*4G") wireless broadband semiconductors,
device-embedded software for mobile handsets, mobile TV systems, and mobile broadband network equipment. Our
products and technologies are designed to power wireless networks and devices that enable cutting-edge mobile
multimedia and wireless broadband services. At present, our customers include many of the largest mobile handset and
wireless service providers in the world including Orange, Motorcla, Nokia, NTT DoCoMo, Panasonic, Sony Ericsson, T-
Mobile, and Verizon Wireless.

We believe that mobile multimedia applications such as Mobile TV, video-on-demand, and streaming audio will be the
driving force behind global adoption of next-generation network technologies and end-user devices. Our business
activities are focused on developing the technologies and products that enable mobile operators and device
manufacturers to deliver these types of advanced mobile multimedia services to customers.

To help drive sales of our mobile multimedia and wireless broadband products, we intend to make our significant
spectrum holdings available, consistent with regulatory requirements, to network cperators who build and operate wireless
systems that utilize our technologies. Our spectrum holdings, include licenses in the United States which cover over 248
million persons, ar POPs, in many of the largest metropolitan areas in the country, nationwide licenses in Austria, Croatia,
Germany, Norway, Slovakia and Switzerland and significant spectrum holdings in Canada.

Our mobile multimedia and wireless broadband products and technologies are developed and marketed through our
NextWave Network Products and NextWave Mobile Products operating units. During the fourth quarter of 2007, we
reorganized our businesses into four reportable business segments on the basis of products, services and strategic
initiatives. The four business segments are: Semiconductor, Multimedia, Networks, and Strategic Initiatives. The financial
results of NextWave Network Products and NextWave Mobile Products are reported in the Semiconductor, Multimedia,
and Networks business segments.

We believe the breadth of products, technologies, spectrum assets and professional services we offer represents a
unique platform to provide advanced mobile multimedia and wireless broadband solutions to the market. We believe that
they will provide synergistic value to each other and collectively drive accelerated market penetration and share of the
rapidly growing mebile multimedia and wireless broadband market.

NextWave Network Products

NextWave Network Products (“NNP”) includes the operations of IPWireless, which was acquired in May 2007, and GO
Networks, which was acquired in February 2007. NNP markets mobile broadband network equipment and mobile TV and
multimedia multicast systems, based on the global Universal Mobile Telecommunications System (“UMTS") and Institute
of Electrical and Electronics Engineers ("IEEE") 802.11 standards, to mobile operators around the world. In addition, NNP
provides mobile operator customers with a comprehensive suite of professional and value-added services. The financial
results of NNP are reported under our Network business segment.

Mobile Broadband Network Equipment. NNP mobile broadband network equipment, based on the UMTS TD-CDMA
standard, has been commercially deployed by mobile operators in more than a dozen countries, including the Czech
Republic, Germany, New Zealand, South Africa, Sweden, United Kingdom and the United States. In 2006, NNP’s UMTS
TD-CDMA mobile broadband technology was selected by New York City's Department of Information Technology and
Telecommunications as part of a five-year contract awarded to Northrop Grumman for the deployment of a citywide,
public-safety, mobile wireless network. To provide customers with an evolution path to emerging Fourth Generation (“4G")
network technologies, in February 2008 NNP announced its next-generaticn base station platform that will be field
upgradeable to support Worldwide Interoperability for Worldwide Access (“WiMAX") and release 8 of the UMTS standard,
also known as Long Term Evolution ("LTE").

NextWave 2007 | 3



Mobile TV and Multimedia Multicast Systems. We believe that our mobile TV and multimedia multicast solutions will
provide mobile operators an opportunity to generate substantial incremental service and advertising revenues and
significantly improve the return on investment on their spectrum and network infrastructure investments. Qur advanced
mobile TV systems are compatible with both UMTS and WiMAX networks and are designed to allow mobile operators to
offer mobile TV services using their existing spectrum and existing radio access network ("RAN") infrastructure.

NNP's TDtv'™ mobile broadcast system, based on the Third Generation Partnership Project ("3GPP"} Multimedia
Broadcast Multicast Service ("MBMS"} standard, provides UMTS operators with the ability to deliver multi-channel mobile
TV and other multimedia services using an underutilized portion of their existing third generation (“3G™} spectrum.
Designed for easy integration into existing Wideband Code Division Multiple Access (*“WCMDA") networks and next-
generation WCMDA handsets, TDtv is being offered in combination with PacketVideo's MediaFusion advertising platform
to provide operators with the ability to generate targeted advertising revenues from TDtv subscribers, On February 12,
2008, Orange and T-Mobile announced that they will conduct a six month commercial pilot of TDtv in London. We believe
that this commercial pilot, along with the rapid growth of the mobile TV market, will provide us with expanded opportunities
to market our TDtv multicast solution to UMTS network coperators and device manufacturers around the world.

NNP's MXtv™ mobile broadband system, announced in March 2008, is based on the 802.16e WiMAX standard. We
believe that MXtv will provide WiMAX operators the ability to deliver a broad range of rich and personalized multimedia
services including mobile TV, interactive services, and digital audic without having to invest in new spettrum or additional
network infrastructure. Similar to TDtv, MXtv will provide mobile operators the ability to use PacketVideo's MediaFusion
platform to generate revenues via the delivery of user-specific advertising. NNP has executed joint development
agreements with Huawei Technologies USA and Alcatel-Lucent under which these two global network infrastructure
providers will integrate MXtv technology into their end-to-end WiMAX network solutions.

Carrier-Grade Mobile Wi-Fi Systems. NNP's family of carrier-class micre, pico and femto mobile Wi-Fi base stations have
been deployed by numerous mobile operators, Internet Service Providers, and municipalities around the world. All of
NNP'’s Wi-Fi platforms utilize advanced xRF™ adaptive-beamforming, smart-antenna technology and a cellular-mesh Wi-
Fi architecture to deliver wide-area Wi-Fi network solutions with the performance and economics required by service
providers. In February 2008, NNP has announced its integration and availability of its WiMAX and LTE capabilities into its
line of micro and pico base stations including hybrid Wi-Fi'WiMAX and Wi-Fi/LTE network solutions.

Value-Added and Professional Services. To support sales of its mobile broadband and multimedia systems, NNP provides
its customers with a full array of professional and value-added services, including RF and core network design services,
network implementation and management services, and back-office service solutions, Voice-over-Internet-Protocol
{*VolP") implementation and wireless backhaul solutions To demonstrate the capabilities of its products and services,
NNP has implemented a comprehensive test network in Las Vegas, Nevada.

NextWave Mobile Products.

NextWave Mobile Products (*NMP") includes the operations of our PacketVideo subsidiary, the world's largest
independent supplier of mobile multimedia software solutions, and our Semiconductor business segment, which is
developing advanced wireless semiconductors including OFDM-based WiMAX and LTE chipsets.

Multimedia Software. Our PacketVideo (“PV”) subsidiary supplies device-embedded muitimedia software to many of the
world's largest wireless carriers and wireless handset manufacturers, who use it to transform a mobile phone into a
feature-rich multimedia device that provides people with the ability to stream, download and play video and music, receive
live TV broadcasts, and engage in two-way video telephony. PV has been contracted by some of the world's largest
carriers, such as QOrange NTT DoCoMo, T-Mobile, Verizon Wireless and Vodafone to design and implement the
embedded multimedia software capabilities contained in their handsets. In addition, PV is a founding member of the Open
Handset Alliance {("OHA"), led by Google, and will be supplying the multimedia scftware subsystem for the OHA’s mobile
device Android™ platform. We believe that by joining the OHA, PV will be uniquely positioned to market its full suite of
enhanced software applications to Android application developers. PacketVideo's software is compatible with virtually all
network technologies including CDOMA, GSM, WiMAX, LTE, and WCDMA. To date, over 200 million PV-powered handsets
have been shipped by PV’s service provider and device manufacturer customers. The financial results of our multimedia
software business are reported under our Multimedia business segment.
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To further enhance its market position, PV has invested in the development and acquisition of a wide range of
technologies and capabilities to provide its customers with software solutions to enable home/ofr ce dlgltal media
convergence using communication protocols standardized by the Digital Living Network Alliance™ (“DLNA™"). An
example is PacketVideo’s PVConnect™ platform that provides for content search, discovery, organization and content
delivery/sharing between mobile devices and consumer electronics products connected to an Internet Protocol (“IP")-
based network. This innovative platform is designed to provide an enhanced user experience by intelligently responding to
user preferences based on content type, day-part, and content storage location. In addition, PV's patented Digitat Rights
Management ("DRM") solutions, already in use by many wireless carriers giobally, represent a key enabler of digital
media convergence by preventing the unauthorized access or duplication of multimedia content used or shared by
PacketVideo-enabled devices.

We believe that the continued growth in global shipments of high-end handsets with multimedia capabilities, increasing
demand for homefoffice digital media convergence solutions, and the acceleration of global deployments of mobile
broadband networks optimized to support mobile multimedia applications will substantially expand the opportunity for
PacketVideo to license its suite of multimedia software solutions to service providers and to handset and consumer
electronic device manufacturers.

Multimedia Devices. To help drive market adoption of mobile TV technology and related PV products, PV recently
introduced its Mobile Broadcast Receiver, a matchbox-size hardware device that enables virtually any mobile Wi-Fi device
to play mobile broadcast TV. The mobile receiver decodes a digital TV signal, repurposes it for use on a mobile device,
and then sends the mobile TV content over Wi-Fi to the handset. The PV receiver uses patented protocols to ensure
optimum rendering of the TV signal on the playback device and provides secure access to premium channels. This allows
mobile subscribers to upgrade to advanced mobile TV services without a requirement to change their handsets. PV
intends to manufacture several versions of the Mobile Broadcast Receiver to support TDtv, MXtv, Digital Video
Broadcasting — Handheld ("DVB-H"}, and MediaFLO mobile TV systems. The financial results of our multimedia device
business are reported under our Multimedia business segment.

Semiconductors. Over 596 engineers at NMP are developing a family of mobile broadband semiconductor products based
on OFDM technologies such as WiMAX and LTE. NMP’s initial focus is to market multi-band RF chips and high-
performance, digital baseband WiMAX chips to wireless device and network equipment manufacturers who require an
advanced platform to develop next-generation WiMAX mobile terminal and infrastructure products optimized for mobile
muitimedia applications such as mobile TV. Samples of our first-generation NW1000 chipset family, which includes a
WIMAX baseband system-cn-a-chip ("SOC”) and matched multi-band Radio Frequency Integrated Circuits (‘RFIC”),
became available in the third quarter of 2007. Initial availability of our second-generation NW2000 chipset family, which
will contain our MXtv mobile multicast technology, is planned for the first half of 2008. The NW2000 chipset family will be
NMP's first chipset family designed for high-volume commercial production. In addition, NMP is developing a family of
handset and media player reference designs to highlight the features of its subscriber station semiconductor products.
Furthermore, in advance of prospective commercial deployments by network operators of NNP’s TDtv mobile broadcast
system, NNP is preparing for high-volume, commercial production of a TDtv Device Integration Pack (“DIP"). The TDtv
DIP which mcludes a low-power TDtv System in Package (SiP), a complete MBMS software stack, and PV
MediaFusion™ multimedia client software, is designed to provide device vendors an easy, low-cost way to integrate TDtv
technology into their handset products. The financial results of our semiconductor business are reported under our
Semiconductor business segment.

The primary design objectives of NMP’s current and future semiconductor products and technologies, which are intended
to be sold or licensed to network infrastructure vendors, device manufacturers and service providers worldwide, are to:

. Improve the performance, service quality, and economics of mobile broadband networks and enhance
their ability to cost-effectively handle the large volume of network traffic associated with bandwidth-
intensive and/or Quality of Service (*QoS"}, applications such as mobile TV, video-on-demand (“VOD”),
streaming audio, two-way video telephony, VolP telephony, and real-time interactive gaming;
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. Improve the performance, power consumption and cost characteristics of WiMAX and LTE subscriber
terminals;

. Improve the degree of interoperability and integration between Wi-Fi and WiMAX/LTE systems for both
Local Area Networks (“LANs”) and Wide Area Networks ("WANs"); and

. Improve service provider economics and roaming capabilities by enabling WiMAX and LTE enabled
devices to seamlessly operate across multiple frequency bands including certain unlicensed bands.

Strategic Initiatives

To help drive sales of our products and technologies, we have acquired licensed spectrum in the United States, Canada,
Argentina, Germany, Switzerland, Austria, Slovakia and Croatia. We believe that our spectrum assets will provide for
additional opportunities for selling products and services to the service providers, that require our spectrum assets for the
provision of wireless broadband services, on a significantly larger scale than the typical opportunities being served. The
financial results of our spectrum acquisition activities, both domestically and internationally, are reported under our
Strategic Initiatives business segment.

To date, we have acquired licensed spectrum and entered into long-term leases that provide us with exclusive leasehold
access to licensed spectrum throughout the United States. Our spectrum portfolio covers approximately 248.9 million
POPs across the United States, of which licenses covering 136.4 million POPs are covered by 20 MHz or more of
spectrum, and licenses covering an additional 98.7 million POPs are covered by at least 10 MHz of spectrum. In addition,
a number of markets, including much of the New York metropolitan region, are covered by 30 MHz or more of spectrum.
While we believe that all of our spectrum assets can support commercially viable wireless broadband services, we expect
that those licenses which have over 20 MHz of spectrum will provide operatars with improved capacity and network
performance. We believe that this spectrum footprint, which includes 15 of the top 20 Cellular Market Areas (*CMAs”) and
eight of the top ten CMAs in the United States, will be attractive to service providers who wish to deploy wireless networks
that utilize our advanced products and technologies. Our domestic spectrum resides in the 2.3 GHz Wireless
Communication Services ("WCS”), 2.5 GHz Broadband Radio Service (‘BRS")Educational Broadband Service ("EBS”),
and 1.7/2.1 GHz Advanced Wireless Services (“AWS") bands and offers propagation and other characteristics suitable to
support high-capacity, mobile broadband services.

Mobile Multimedia and Wireless Broadband Market

We believe that market demand for mobile multimedia and wireless broadband services will transform the global wireless
communications industry from one driven primarily by circuit-switched voice to one driven by IP-based mobile broadband
connectivity. In addition, we believe that mobile broadband will do for the Internet what celtular technology has done for
wireline telephony — extend high-speed connectivity outside the home or office and enable people to remain connected
to the information and multimedia content they need, wherever they go.

While the mobile multimedia transformation of the wireless communications market is sfill in an early stage of
development, we believe that it is already having a profound effect on service providers, network infrastructure
manufacturers, device manufacturers and content distributors, which will need to adapt their businesses to an industry
model largely based on delivering multimedia content and wireless broadband services. Such adaplations will require
major investments by network operators in new wireless broadband network infrastructure equipment and technologies,
the introduction of new classes of mobile broadband handsets, and the development of next-generation device-embedded
multimedia software, and new wireless communication technologies to maximize the use of available spectrum. We intend
to facus our business activities to capitalize on these market trends.

We believe that several factors are already beginning to drive global market demand for next-generation mobile
multimedia and broadband services:

. Increasing global demand for easy and affordable access to the internet and on-line multimedia content
on a fully mebile basis;

. A growing awareness of the limitations of existing 3G wireless networks to support the transmission of
bandwidth-intensive multimedia content such as streaming video and mobile TV;

. Growing interest by major multimedia content owners and aggregators to utilize wireless networks as a
means to distribute their proprietary video, television, and music content;
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. The ability of wireless technologies such as WiMAX, LTE, and UMTS TD-CDMA to cost-effectivly deliver
broadband services to millions of homes in the United States and hundreds of millions of homes and
people abroad with no or limited (e.g., dial-up} Internet connectivity; and

. Increasing market demand for fully integrated wireless LAN and WAN solutions that utilize both Wi-Fi and
wide-area wireless technologies for converged devices, appliances and consumer electronics.

Competitive Strengths

Well established industry position. We believe that our PV subsidiary, reported in our Multimedia business segment, is
the largest independent supplier of device-embedded multimedia software in the industry. PV’s customers include many
of the world's largest handset manufacturers such as, Motorola, Nokia, and Sony-Ericsson, as well as some of the world's
largest network operators including Orange, NTT DoCoMo, T-Mabile and Verizon Wireless. In addition, NNP has also
established strong commercial relationships with several major network operators including T-Mobile, Vodafone, and
Orange.

A unique portfolio of mobile TV/broadcast products and technologies. We expect maobile TV to soon evolve into one
of the industry’s most popular mobile multimedia applications. According to Visiongain Research, the worldwide mobile TV
market is expected to grow from $50 million in 2007 o over $7.5 billion by 2012. We believe that our TDiv and MXtv
mobile TV technologies, along with PacketVideo's content and advertising platforms, will enable wireless operators to
successfully capitalize on the rapid growth of this market.

A highly accomplished team of wireless technology professionals. Our technology development efforts are led by a
team of highly-accomplished engineering veterans with broad experience in the development of wireless communications
technologies and solutions. Team members have led major development initiatives at leading technology companies,
such as Cisco, Intel, Lucent, Motorola, Nokia, Nortel, QUALCOMM, Sony and Texas Instruments. Together they have
been instrumental in developing some of today's dominant wireless technologies. Several members of our team, including
our Chief Executive Officer, Allen Salmasi, played key roles at QUALCOMM in the development and successful
commercialization of the CDMA wireless technology which has become the de facto 3G standard used worldwide today.
Additional support for our technology development efforts is provided by the NextWave Technical Development Steering
Committee which is comprised of some of the most accomplished individuals in the wireless industry, including Dr.
Andrew Viterbi who co-founded QUALCOMM.

Attractive wireless spectrum portfolio; well-suited to support mobile multimedia and wireless broadband
services. To date, we have acquired licensed spectrum and entered into long-term leases that provide us with exclusive
leasehold access to licensed spectrum throughout the United States. Our spectrum portfolic covers approximately 248.9
million POPs across the United States, of which licenses covering 136.4 million POPs are covered by 20 MHz or more of
spectrum, and licenses covering an additional 98.7 million POPs are covered by at least 10 MHz of spectrum. in addition,
a number of markets, including much of the New York metropolitan region, are covered by 30 MHz or more of spectrum.
While we believe that all of our spectrum assets can support commercially viable wireless broadband services, we expect
that those licenses which have over 20 MHz of spectrum will provide operators with improved capacity and network
performance. We believe that this spectrum footprint, which includes 15 of the top 20 Cellular Market Areas (“CMAs”) and
eight of the top ten CMAs in the United States, will be attractive to service providers who wish to deploy wireless networks
that utilize our advanced products and technologies. Our domestic spectrum resides in the 2.3GHz Wireless
Communication Services (“WCS"), 2.5GHz Broadband Radio Service (“BRS")/Educational Broadband Service (‘EBS"),
and 1.7/2.1 GHz Advanced Wireless Services ("AWS") bands and offers propagation and other characteristics suitable to
support high-capacity, mobile broadband services. Our international spectrum portfolio, which will also be made available,
consistent with regulatory requirements, to operators who deploy networks utilizing our products and technologies,
includes nationwide spectrum assets in Austria, Croatia, Germany, Norway, Slovakia and Switzerland as well as
significant spectrum assets in Canada.

Expertise and experience in developing OFDM technologies. Consistent with industry trends, we believe that “beyond
3G" and 4G wireless standards are primarily based on OFDM technologies. Qur expertise in developing end-to-end
WIMAX systems, which is expected to be the industry’s first widely deployed OFDM technology, combined with our
experience in developing TD-CDMA technology and implementation of Release 7 of 3GPP standards which has technical
attributes very similar to LTE, provide us with an ability to quickly develop and deliver OFDM based wireless technoiogies
such as LTE to mobile device and network equipment manufacturers.
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Unigque combination of silicon, software, systems, and spectrum. We have assembled a unique combination of
assets, including innovative mobile TV technologies, industry-leading mobile multimedia software, a family of advanced
semiconductors, proven mobile broadband network system solutions, and an attractive portfolio of licensed spectrum in
the United States and abroad. We believe that the combination of these assets offers us an advantageous position to
develop and deliver our mobile multimedia and wireless broadband products and technologies to customers.

An ability to support multiple wireless standards. Unlike competitors focused on developing solutions based on a
single wireless standard, our product development strategy is to support the dominant 3G and 4G wireless standards
including WIMAX and LTE. Similarly, our mobile TV solutions are designed for both WiMAX and 3GPP UMTS network
operators. We believe that our multi-standard strategy significantly increases the addressable market for our products and
provides us an advantage when marketing our solutions to customers interested in products and services based on
multiple industry standards.

Business Strategy

Our strategy is to deliver technologically advanced mobile multimedia and wireless broadband products and technologies
to mobile subscriber terminal and wireless network equipment manufacturers, mobile network operators, wireless
broadband service providers, and consumer electrenics product companies. Our focus includes:

Develop our mobile TV offerings by leveraging the strengths of our NextWave Network Products and NextWave
Mobile Products businesses. We intend to leverage the unique capabilities of our TDtv and MXtv mobile broadcast
solutions to accelerate the deployment of mobile broadcast TV systems by network operators worldwide. According to
Visiongain Research, the global market for mobile TV will grow to over $7.5 billion as operators deploy the additional
network infrastructure required to deliver this advanced multimedia service. We expect that a successful commercial pilot
of our TDtv solution in London by T-Mobile and Orange will lead to widescale deployments of TDtv in other parts of
Europe. Similarly, we expect that our agreements with Alcatel-Lucent and Huawei, under which these companies will
integrate MXtv technology into their WiMAX network solutions, will also result in deployments of MXtv-enabled networks
by maobile operators.

Expand our NextWave Wireless Network business. At present, our UMTS TD-CDMA network equipment is being
utitized by commercial network operators such as T-Mobile to deliver advanced mobile and fixed broadband services to
consumers and businesses and by system integrators such as Northrop Grumman to provide mobile broadband and fixed
services to the government and municipality customers for public safety applications. We intend to leverage the success
of our UMTS based network equipment business to supply mobile operators with both WiMAX and LTE based network
solutions. We expect our recently announced, multi-standard V5 base station platform line and our next-generation
WIMAX/Wi-Fi micro and pento base station products will provide network operators the opportunity to deploy cost-
effective mobile broadband networks that can also seamlessly utilize multiple and diverse spectrum frequency bands.

Grow and extend the NextWave Mulitimedia business. We believe that the number of multimedia enabled smartphones
as a percentage of global handsets shipped annually will rise significantly over the next several years. We will seek to
maintain PacketVideo's strong position in this growing market through the growth and extension of its existing multimedia
software business and by leveraging its new multimedia convergence products and technologies. At present, the primary
competitors for PacketVideo's multimedia software products are the internal multimedia software design teams at the
OEM handset manufacturers to whom PacketVideo markets its products and services. Furthermore, we believe that the
deployment of mobile broadband networks will spawn the development of new categories of software applications that
capitalize on the distinctive mobility features inherent in mobile broadband systems. While the competition from the OEM’s
internal multimedia design teams and other independent multimedia software may increase in the next few years, we
believe that PacketVideo will be able to leverage its MediaFusion platform and its family of PVConnect applications to
fortify its position in the mobile multimedia and converged media software business.

Grow our NextWave Semiconductor business. We believe that our NW2000 WIiMAX chipset family, which will be
available in the first half of 2008, will offer WiIMAX device manufacturers a powerful platform to develop next-generation
WiMAX mobile terminals to support mobile multimedia applications such as mobile TV. As illustrated by our partnership
with Elektrobit to develop a full-featured WiMAX handset reference design, we intend to work closely with leading device
manufacturers to demonstrate how the low-power, multi-band, and MXtv multicast capabilities of our Wi-Fi/WiIMAX and
RFIC chipset can deliver the performance they require. In addition, we intend to provide handset manufacturers interested
in capitalizing on the TDtv market with our TDtv Device Integration Pack which includes our low-power TDtv baseband
chip and matched RFIC.
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Use the resources of Strategic Initiatives to form strategic relationships with service providers who want to offer
next generation, rich, wireless broadband services. We intend to make our spectrum available, consistent with
regulatory requirements, to service providers looking to deploy next-generation wireless broadband networks that utilize
our advanced products and technologies. Potential service providers include wireless service providers, cable operators,
multimedia content distributors, applications service providers and Internet service providers. We believe that
arrangements under which service providers can utilize our spectrum to offer advanced wireless broadband services will
help accelerate sales of our mobile broadband products and technologies.

Partner with leading device and infrastructure vendors. We intend to enter into strategic development partnerships
with leading handset and network infrastructure vendors in order to drive adoption of our various products and
technologies. To date, we have entered into several such partnerships with industry-leading companies such as Alcate!-
Lucent, Huawei, and Elektrobit who have agreed to integrate NextWave technologies into their mobile devices and/or
network infrastructure products.

Products and Technologies
Semiconductors

Our semiconductor products, many based on OFDM technologies such as WiMAX and LTE, are designed to enhance the
performance and economics of fixed and mobile wireless broadband networks and provide advanced mobile multicast
capabilities. Our low-power, high-performance semiconductor products are intended to enable fixed and mobile wireless
broadband networks to more efficiently handle bandwidth-intensive and quality-of-service dependent applications such as
mobile TV, VolP telephony, streaming audio and video, video conferencing and real-time gaming. While these
semiconductor products will include special features to allow them to fully utilize NextWave's licensed spectrum
(BRS/EBS, WCS, AWS), they are also being designed to operate on frequency bands most often allocated for mobile
broadband use on a global basis. In addition, our TDtv baseband chips, which are being offered as part of our TDtv
Device Integration Pack, are designed to enable mobile device manufacturers to easily integrate the TDtv capabilities into
their future handset and mobile device products.

Digital Baseband ASICs: An ASIC is an integrated circuit or chip customized for a specific purpose. Our family of
WIMAX/Wi-Fi based digital baseband ASICs represents the core of our WiMAX system architecture. Our first baseband
WIMAX ASIC, the NW1100, became available in the third quarter of 2007. This ASIC includes many of the enhancements
that have been developed by our engineers and is designed to showcase and validate these innovations. In collaboration
with Elektrobit, we have develop a complete mobile handset reference design based on our NW1000 WiMAX System-on-
a-Chip ("SoC") to stimulate adoption of a wider range of mobile devices based on our WiMAX semiconductors.

Our NW2000 family of WiMAX ASICs, expected to be commercially available in 2008, will be our first ASICs designed for
high-production, commercial use. By employing advanced 65 nanometer CMOS process technology to minimize size and
reduce power consumption, these WiIMAX Forum Wave 2 compliant SoC’s incorporate our MXtv mobile multicast
technology and include features to support bandwidth intensive mobile-multimedia applications such streaming video, and
video conferencing, and Quality-of-Service (QoS) sensitive applications such as VolP.

In addition to our WiMAX ASICs, in February 2008, we announced the availability of our UMTS-based TDtv baseband
ASIC which will be offered to handset manufacturers as part of our TDtv Device Integration Pack. This low-power SoC is
designed to provide device manufacturers the ability to easily integrate TDtv capabilities into their current and future
mobile handset products.

Radio Frequency Integrated Circuits: An RFIC is part of the front-end of a radio system that receives a radio frequency
signal, converts it to a lower frequency and modifies it for further processing. Designed to utilize multiple spectral bands to
improve performance and flexibility, our RFICs are part of an advanced radio frequency subsystem that is matched to our
family of baseband ASICs and is expected to enable a mobile device to operate over a wide range of operational
frequencies without sacrificing overall performance. We believe that enabling WiMAX or LTE to operate over multiple
frequency bands will significantly improve the economics of WiMAX/LTE network deployments for the following reasons:
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. Network operators will have the ability to assemble sufficient licensed spectrum using multiple frequency
bands as opposed to having to acquire scarce spectrum in a single frequency band;

. Carriers will have the ability to address network coverage and capacity issues via the acquisition of low-
cost spectrum as opposed to costly cell splitting;

. The ability of frequency-agile devices to roam between multiple networks will be facilitated; and

. A single chipset family capable of addressing markets worldwide will permit economies of scale and result

in lower device costs.

Our initial multi-band RFIC, the NW1200, is now available and operates in the 2.3-2.8 GHz and 3.3-3.8 GHz frequency
bands and is designed for TDD operation. The NW 2200 RFIC, expected to be commercially available in the first half of
2008, will operate in the same frequency bands as the NW 1200, but additionally, will support the AWS band (1.7-2.1
GHz) and will operate in both time division duplex (“TDD") and frequency division duplex (“FDD") modes. Both RFICs are
designed to operate with our current and future line of WiMAX and LTE baseband ASICS.

Multimedia Software

Our multimedia software products are developed and marketed through our PV subsidiary. Based in San Diego, CA, PV
has approximately 637 employees and full-time equivalent contractors and is a global provider of embedded multimedia
software products for mobile devices. PV’s software, which it licenses to the world's leading mobile device manufacturers
and wireless carriers, transforms a mobile phone or other mobile device into a feature-rich multimedia device that allows
people to stream, download, and play video and music, receive live TV, or engage in two way video telephony. PV's
innovations and engineering leadership have led to breakthroughs in content encoding, content delivery systems, and
advanced multimedia-enabled handset development around the world.

For mobile device manufacturers, shorter product cycles and increasing demand for advanced technologies are
driving collaboration with third party solution providers, such as PV, to aid their product development. We believe that
PV's technical capabilities and depth of knowledge are key reasons why PV has been chosen by the world's largest
device manufacturers and wireless carriers to help them quickly develop and introduce new multimedia enabled handsets
and multimedia services to the market. Over 200 million handsets containing PV software have been shipped worldwide
by device manufacturers including LGE, Sony-Ericsson, Motorola, Nokia and Samsung. In addition, PV provides
multimedia software sclutions to some of the world's largest wireless carriers including Orange NTT DoCoMo, T-Mobile
and Verizon Wireless. According to IDC, high-end mobile phones and converged mobile devices experienced a 42
percent increase in shipments in 2006, pushing past the 80 million mark for the year. (IDC Worldwide Quarterly Mobile
Phone Tracker, Feb. 2007) We believe that this trend will enable PV to maintain its strong market share position.

PV’s current suite of device-embedded software solutions are based on a modular architecture to enable rapid integration
with the industry’s leading hardware platforms and operating systems.

CORE™ Multimedia Framework. PV's CORE software product powers the playback of video and music in millions of
mobile phone handsets worldwide. The PV multimedia framework is an embedded client with modular options to enable
the downloading, streaming, and playback of content files based on all major media formats. CORE codec modules
include: WMA 9/10/Pro, WMV 9, AAC, HE-AAC, HE-AAC V2, AVC/H.264, MPEG-4, Real Audio, Rea! Video, MP3, MP3
PRO, AMR and WB-AMR.

OpenCORE™ Open-sourced Multimedia Sub-system. PV is a founding member of the Open Handset Alliance, an
initiative led by Google to create a new mobile handset platform called Android. PV has open-sourced part of its code to
provide the multimedia sub-system for Android, allowing developers to create basic audio and video applications for
Android. Should device vendors, who have adopted the Android platform wish to create more sophisticated multimedia
services in the future, they can migrate to CORE and its capabilities.

PVConnect™. PVConnect is a family of customizable software products that auto-detect and link popular devices through
the home, allowing end-users to share and enjoy various forms of mobile-multimedia content on the devices of their
choice. The PVConnect server is certified by the Digital Living Network Alliance (DLNA), a consortium of more than 300
consumer electronics and technology companies. The software is interoperable with hundreds of other DLNA-compatible
home electronic and mobile devices as well as select non-compatible devices including Microsoft's Xbox 360 and Sony's
PlayStation Portable.
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PV Mobile TV Solutions. PV's mobile TV solutions enable mobile broadcast TV. Features include live streaming TV, VOD,
high-performance multimedia codecs, picture-in-picture, personal video recorder, fast channel changing, and support for
PV’s own or third-party electronic service guides.

PV _Multimedia Communications. PV's two-way video telephony software solution is 324M-compliant real-time video
telephony—for two-way voice and video conversations and video conferencing.

PV Imaging Solutions. PV's advanced imaging engine renders photos, organizes albums and edits pictures, all on the
handset. PV's imaging technology significantly improves the user experience with rapid access to images created by the
mobile device’s camera, with the additional benefit of highly optimized memory. In addition, the software enables users to
record their own audio, video and digital photos directly on the handset.

PV Digital Rights Management (DRM) Solutions. A mobile implementation of content protection and business rules for
commercial media consumption. DRM types supported include: Windows Media DRM, OMA 1.0 and 2.0, and DTCP-IP. In
addition, PV owns, and is further developing a flexible Java DRM solution called Secure Digital Container or SDC which
has been adopted by several major operators.

MediaFusion Server-Client Solution. MediaFusion is a platform that unites disparate media services on the back end and
present a unified user interface on the device, adding value to a mobile operator's existing content delivery services by
managing and serving data about media content, rather than the media payload, and enabling a personalized music
entertainment experience for users based on their demonstrated preferences.

The introduction of affordable, high-speed Internet service via DSL and cable broadband provided software developers
with a unique opportunity to develop entire new categories of software applications. Many of these applications focused
on the capture, manipulation, and transmission of multimedia content such as music, images, and video. Several, such as
iTunes, Windows Media Player, Google Video, and peer-to-peer applications such as BitTorrent have achieved extremely
high levels of popularity. We believe that a similar opportunity to develop innovative software applications, optimized for
the mobile environment, exists with the wide scale introduction of affordable mobile broadband services.

The emergence of mobile broadband will necessitate the development of new categories of software applications
optimized to take full advantage of the distinctive mobility features inherent in mobile broadband systems. To be
successful, developers of these new software applications must accommodate the complexities such as variable
connection rates and unique capabilities such as mobile positioning associated with wireless broadband and will need to
overcome mobile device design restrictions such as limited memory, power limitation and on-board processing
capabilities. In addition, mobile application software developers wilt need to fully understand underlying 4G wireless
broadband network technologies such as WiMAX to ensure optimal performance of their multimedia software applications
in a challenging wireless environment, We expect that global deployments of mobile broadband networks will create a
unique opportunity for software developers such as PV to create innovative multimedia software applications and server
platforms optimized for the mobile and converged media environment.

We believe that PV is well positioned to help develop these types of next-generation, mobile broadband software
applications for the following reasons:

. PV is already a global provider of device-embedded, mobile multimedia software and has broad
experience in developing software for memory-and processor-limited mobile devices;

. As part of NextWave, PV will have full access to our extensive mobile broadband technology
development activities and will be able to develop new multimedia software applications that capitalize on
the unique capabilities we are designing into our products and technologies; and

. Unlike the PC software environment, there are no dominant mobile device operating systems and, in fact,
over two dozen such operating systems are currently in use by mobile handset manufacturers worldwide.
PV works with virtually all of the most popular mobile device operating systems in use today. By
maintaining this flexible approach, we believe that PV's next generation of mobile broadband software will
be well-positioned to enjoy continued wide scale industry adoption.
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Network Products

We offer mobile multimedia and wireless broadband systems based on both UMTS and IEEE mobile broadband
standards designed to provide superior economics and network performance to network operators who utilize either
licensed or certain unlicensed spectrum.

Mobile Broadband Systems. Our end-to-end, UMTS TD-CDMA mobile broadband system has been deployed by network
operators such as T-Mabile and utilizes advanced, performance-enhancement technologies which cancel out interference
from neighboring cell sectors to significantly increase cell-edge performance and overall network capacity. The system
also provides a robust quality-of-service mechanism that allows operators to prioritize traffic based on both type and user
class.

Our end-to-end mobile broadband solution includes the following network elements:

. V5 Base Station (“‘BTS"): A high performance, base station supporting the 3GPP TD-CDMA standard with
upgrade capability to WiMAX and 3GPP LTE. The V5 BTS platform is designed for wide-area cellular
coverage and supports 3-sector deployment with one digital shelf and up to three radio shelves or remote
RF radio heads.

. Integrated Network Controller (“INC"): A high performance broadband wireless network controller
supporting the international 3GPP TD-CDMA standard. The INC integrates the GGSN, SGSN and RNC
functions in a compact rack mount hardware greatly reducing the cost of deploying a broadband wireless
network. The INC aggregates Radio Access Network data and management traffic from several Node Bs
towards a standard IP core Network,

. Network Management Software (*NMS"): NMS is an advanced NPM v3-based element management
system.

Carrier-Grade Mobile Wi-Fi Systems. Our carrier-grade Wi-Fi system, designed for wide-area deployment by commercial
and municipal operators, combines our proprietary xRF smart-antenna technology with a cellular-mesh Wi-Fi architecture
to deliver a cost-effective mobile broadband network solution using unlicensed spectrum. Qur xRF adaptive smart-
antenna technology is based on a patent-pending imptementation of adaptive beamforming and smart-antenna signal
processing algorithms and is one of the industry’s only smart-antenna implementations designed for cellular-mesh Wi-Fi
solutions. It is also one of the industry’s only smart antenna technologies that operate in a multi-channel access solution
and supports both sectored and omni-directional base stations.

Our Wi-Fi product line is currently comprised of the following:

. Series 2000 Micro Cellular-Mesh Wi-Fi Sector Base Station: The WLS 2100 is a 120 degree multi-radio
sector panel designed for easy installation on building sides, rooftops, towers and utility poles. The WLS
2100 is equipped with two xRF-enabled 802.11 b/g access radios and a separate 802.11a channel for
beamformed user access and high-performance mesh backhaul.

. Series 1000 Pico Cellular-Mesh Wi-Fi- Base Station: The WLP 1100 is an omni-directional multi-radio
weather-proof unit intended for street-level polefutility pole Wi-Fi applications. The WLP 1100 is equipped
with one xRF-powered 802.11 b/g access radio and a separate 802.11a channel for beamformed user
access and high-performance mesh networking and backhaul.

. Series 500 Femto Cellular-Mesh Wi-Fi- Base Station: The MBW 510 is an ultra-compact, omni-directional
unit intended for street-level light/utility pole femto cell Wi-Fi applications. The MBW 510 is equipped with
one 802.11b/g radio for subscriber access and a separate 802.11a channel for high-performance mesh
networking.

. MBW EMS/NMS Platform: The MBW EMS/NMS platform offers a sophisticated set of management tools
for element management as well as network-wide performance monitoring and management. From the
MBW EMS/NMS console, operators can proactively monitor network and RF performance and
dynamically reconfigure their Wi-Fi infrastructure, at the access point level or network-wide, to meet
varying RF environments, network conditions, traffic and user loads.

. Series 3000 Cellular-Mesh Wi-Fi- Base Station: Announced in February 2008, the Series 3000 will
provide both Wi-Fi, WiMAX and/or LTE connectivity. Expected to be commercially available in late 2008,
the Series 3000 is expected o utilize our Series 2000, 1000, and 500 platforms. Optimized to provide
low-cost gap-filler and hot-spot coverage, the Series 3000 base stations, in combination with NextWave's
WiMAX-based or LTE-enabled V5 macro base station platform, are designed to significantly reduce the
upfront network deployment and ongoing operationa! costs.
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Mobile TV and Broadcast Systems: Qur TDtv mobile broadcast system, based on 3GPP MBMS, provides UMTS
operators the ability to deliver mobile TV, digital radio, and other multimedia services. TDtv operates in the universal
unpaired (TDD) 3G spectrum bands that are available across Europe and Asia at 1900 MHz and 2010 MHz. It enables
UMTS operators to utilize their existing TDD spectrum to offer subscribers attractive mobile TV and multimedia packages
without impacting their 3G voice and data services which use universal paired (FOD) 3G spectrum. In addition, the
technology supports spectrum pooling and network sharing to further reduce deployment and operational costs. A six
month commercial pilot of TDtv technology in Londen by Orange and T-Mobile is planned for 2008.

TDtv supports key consumer requirements including fast channel change times, operation at high travel speeds, and
seamless integration into small profile handsets.

Our TDtv system is comprised of the following network elements:

. TDtv base station: The TDiv base station has a modular architecture consisting of a digital shelf and a
separate radio shelf. The digital shelf consists of one control card and one sector card. The sector card
controls 3 sectors. A single radio shelf is capable of supporting 3 sectors of two 5SMHz carriers. The radio
shelf can be located close to the antenna, up to 500 m from the digital shelf using a CPRI fiber interface,
eliminating the RF cable loss. Sector cards and radio shelves are field replaceable.

. TDtv INC: The TDtv INC is respansible for processing the TDtv streams and supplying them to the TDtv
transmitters for transmission over the air. Up to 28 300Kbps TV channels can be configured in two SMHz
channels. Broadcast channels are user definable to accommodate different throughput requirements from
radio channels to high quality TV at 512Kbps.

In March 2008, NextWave Network Products announced its MXtv mobile broadband system based on the 802.16e
WiMAX standard. MXtv technology provides WiMAX operators the ability to deliver a broad range of rich and personalized
multimedia services including mobile TV, interactive services, and digital audio without having to invest in new spectrum
or additional network infrastructure. Similar to TDtv, MXtv will provide mobile operators the ability to use NextWave's
MediaFusion platform to generate additional revenue through the delivery of user-specific targeted advertising. NextWave
has executed joint development agreements with Huawei Technologies USA and Alcatel-Lucent under which these two
global network infrastructure providers will integrate NextWave's MXtv MBS technology into their end-to-end WiMAX
network solutions.

We believe MXtv technology will be adopted by WiMAX mobile network operators and achieve commercial success for
the following reasons:

. MXtv requires no additional spectrum, no additional radio access network equipment, and no additional
radios in end-user terminals which reduces CAPEX and OPEX for mobile operators;

. It enables mobile operators to dynamically allocate portions of their spectrum for use by their two-way
services (e.g., voice) or for use by their multi-channel broadcast service. This enables operators to easily
modulate the amount of their spectrum that is dedicated tc being used for broadcast services based on
content availability, time of day, location, and the popularity of live events such as news, sports, concerts,
emergency broadcasts and reaiity shows;

. Utilizing macro diversity technology, MXtv very efficiently supports up to 45 live 300 kbps channels using
only 10 MHz of spectrum; and

. Allows operators to unicast and broadcast multimedia content on the same spectrum.
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Devices

In February, 2008, our PV subsidiary introduced its Mobile Broadcast Receiver, a matchbox-size hardware device that
enables virtually any mobile Wi-Fi device to play mobile broadcast TV. The mobile receiver decodes a digital TV signal,
repurposes it for use on a mobile device, and then sends the mobile TV content over Wi-Fi to the handset. The PV
receiver uses patented protocols to ensure optimum rendering of the TV signal on the playback device and provides
secure access to premium channels. This allows mobile subscribers to upgrade to advanced mobile TV services without a
requirement to change their handsets. PV intends to manufacture versions of the Mobile Broadcast Receiver to support
TDtv, MXtv, Digital Video Broadcasting — Handheld (“OVB-H"), and MediaFLO mobile TV systems.

In connection with sales of our UMTS TC-CDMA network equipment, we also market a family of TD-CDMA end-user
devices to network operators including desktop modems and PCMCIA cards. These low-power, plug-and-play devices
support multi-megabit downlink speeds, and are equipped with SIM card readers to support secure provisioning,
authentication, and roaming.

Las Vegas Test Site

To demonstrate the features and capabilities of our various technologies, we have implemented a mobile test network in
Las Vegas, Nevada that utilizes our licensed spectrum. We intend to use this test network to demonstrate the
performance of our NextWave Network Products technologies and our advanced {P core and back-office systems. We
plan to further develop this test site with vendor partners and service providers and believe that the test network will be an
important step towards successful commercialization of our products and technologies. The financial resuit of the Las
Vegas test site is recorded under our Network business segment.

NextWave Strategic Initiatives Spectrum Portfolio
Domestic Spectrum Summary

To date, we have acquired spectrum and entered into long-term leases that provide us with exclusive leasehold access to
licensed spectrum throughout the United States. We have compiled a spectrum portfolio covering approximately 248.9
million POPs across the country. We have 20 MHz or more of spectrum covering 136.4 million POPs, and 10MHz of
spectrum covering an additional 98.7 million POPs. In a number of markets, including much of the New York metropolitan
area, we have 30 MHz or more of spectrum. We have mostly focused on acquiring authorizations to use licensed
spectrum in the top 100 U.S. markets, which have population densities and demographics most suitable to drive adoption
of wireless broadband. We also have acquired licenses to use spectrum in smaller markets mostly as a result of the
coverage area defined by spectrum license terms.

To date, we have focused our efforts on obtaining licenses or other rights to use 2.3 GHz WCS spectrum, 2.5 GHz BRS
and 2.5 GHz EBS spectrum. We also acquired 154 licenses in the 1.7GHz/2.1GHz band, known as the AWS spectrum.
We believe these spectrum bands are suitable for the deployment of mobile WiIMAX networks and we are engineering our
products and technologies to take advantage of the acquired licenses.
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Summary information about our current spectrum holdings in the United States is set forth below.

Type of
Spectrum
POPs BRS/ WC Top Covered CMAs within MEA (POP
MEA MEA Name {mm) EBS S AWS Rank)
1 Boston 95 X X Boston (9), Providence (50)
2 New York City 319 x X X New York (2), Hartford (40)
3 Buffalo 1.5 X Buffalo (42}, Chautaugua (113)
4 Philadelphia 8.8 X X X Philadeiphia (5), Wilmington (75)
5 Washington 0.8 X Virginia 10 - Frederick (218)
6 Richmaond 1.4 X Highland (261), Roanoke (267)
7 Charlotte-Greensboro-Greenville-
Raleigh 7.0 X Greenvifle (68), Columbia SC {89)
8 Atlanta 4.6 X Chattanooga (107}, Augusta (115)
9  Jacksonville 2.8 X X Jacksonville (39), Tallahassee (184)
10 Tampa-St. Petersburg-Orlando 2.1 X Florida 4 - Citrus (85), Sarasota (159)
11 Miami 1.2 X Fort Myers (99), Florida 1 - Collier {168)
12  Pittsburgh 2.8 X Pittsburgh (22), Johnstown (283)
13 Cincinnati-Dayton 1.2 X Huntington (188), Charleston (255)
14 Columbus 0.7 X Ohio 6 - Morrow (106), Ohio 9 -Ross (258)
15 Cleveland 5.2 X X Cleveland (25}, Akron (73)
16  Detroit 11.0 X Detroit (7), Grand Rapids (60)
17 Milwaukee 5.2 X Milwaukee (33), Madison (117)
18 Chicago 14.2 X X X Chicago (3), Gary (80)
19 Indianapolis 2.7 x  Indianapolis (31), Indiana 6 - Randoiph (302)
20 Minneapolis-St. Paul 7.0 X Minneapolis - St. Paul (14), Hubbard {202)
21 Des Moines-Quad Cities 29 X Des Moines (108), Davenport (161)
22  Knoxville 1.4 X Knoxuvilte (86), Jonson City (110)
23 Louisville-Lexington-Evansville 2.0 X Louisville (51), Kentucky 3 - Meade (167)
24 Birmingham 0.9 X Montgomery (166), Butler (2388)
25 Nashville 1.0 X Tennessee 3 - Macon (144), Clarksville (311)
26 Memphis-Jackson 1.6 X Tennessee 5 - Fayette (143}, Tenn. 1 - Lake
{181)
27 New Orleans-Baton Rouge 20 X X New Orleans (41}, Mobile (1)
28 Little Rock 2.8 X Littte Rock (84), Fayettevilie (158)
29 Kansas City 33 X Kansas City (26), Topeka (317)
30 St Louis 5.0 X X St. Louis (18), Minois 8 - Washington (173)
31  Houston 7.3 X X  Houston (6), Louisiana 5 - Beauregard (137)
32 Dallas-Fort Worth 12.8 X X X Dallas-Fort Worth (4), Austin (36)
33  Denver 54 X Denver - Bouider (17), Colorado Springs (87)
34 Omaha 1.8 X Omaha (72), Lincoin (228)
35 Wichita 1.2 X X Wichita (94), Kansas 14 - Reno (387)
36 Tulsa 1.4 X X Tuisa (58), Oklahoma 4 - Nowata (309)
37 Oklahoma City 1.9 x x  Oklahoma City (46), Oklahoma 6 - Seminole
(289)
38 San Antonio 4.1 X San Antonio (27), McAllen (77)
39 El Paso-Albuguergue 2.7 X X X EL Paso (71}, Albuquerque (74)
40 Phoenix 56 X Phoenix (13), Tucson (53)
41 Spokane-Billings 21 X X Spokane (120), Idaho 1 - Boundary {212)
42 Salt Lake City 3.5 X X Salt Lake City (34), Provo (128)
43  San Francisco-Oakland-San Jose 15.0 X X X San Francisco (12), Sacramento (24)
44  Los Angeles-San Diego 249 X X x Los Angeles (1), San Diego (15)
45 Portland 4.0 X X Portland (23), Salem (147)
46 Seattle 51 X Seattle (20), Tacoma (69)
47 Alaska 0.6 X Anchorage (215), Alaska 2 - Bethel (377)
48 Hawaii 1.3 X Honolulu (55), Hawaii 3 - Hawaii (415)
49  Puerto Rico and U.S. Virgin Islands 3.8 X San Juan (21}, Puerto Rico 2 - Adjuntas (209)
248.9
Total (excluding overlaps) (approx) b { X x
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WCS, AWS, BRS and EBS licenses are assigned by the FCC for geographic service areas of varying sizes and
shapes. WCS licenses are assigned by the FCC according to Major Economic Areas or Regional Economic Area
Groupings (see further explanation below in “Business—WCS Spectrum”). AWS licenses are assigned by the
FCC according to REAGs, EAs, or CMAs (see further explanation below in “Business—AWS Spectrum”). BRS
spectrum is licensed both according to Geographic Service Areas with a 35-mile radius, subject to overlapping
Geographic Service Areas of co-channel stations, and according to Basic Trading Areas ("BTAs”) of various
sizes. Our BRS spectrum currently is composed of licenses with 35-mile radius Geographic Service Areas,
subject to overlapping Geographic Service Areas of co-channel stations. EBS spectrum is only llcensed according
to Geographic Service Areas with a 35-mile radius, subject to overlapping Geographic Service Areas of co-
channel stations (see further explanation below in “Business—BRS and EBS Spectrum”).

This data in this table is presented in terms of MEAs. MEAs are named for the largest metropolitan area
contained within the licensed geographic service area, but are significantly larger than the metropolitan area for
which they are named.

The source for our POP figure is derived from 2006 composite data contained in databases managed by Applied
Geographic Solutions Inc. of Newbury Park, California, except for Puerto Rico which is derived from 2000 census
figures.

Our AWS, WCS and BRS spectrum is held directly through FCC licenses. Our EBS spectrum has been leased on
a long-term basis from current license holders.

We lease EBS spectrum from multiple parties in the greater New York, New York metropolitan area, including
geographic areas in New York, New Jersey and Connecticut. These leases give us access to different amounts of
spectrum in specific parts of the market area. The terms of these leases range from 20 to up to 60 years when
their renewal options are included.

We lease EBS spectrum from The Orange Catholic Foundation in the Los Angeles, California (Orange County)
area. This lease has an initial 10 year term and contains five renewal options for 10 years each to extend the term
of the lease.

We lease EBS spectrum from The University of California in the San Francisco, California area. The lease has an
initial 10 year term and contains 2 renewal options for 10 years each to extend the term of the lease.

We lease EBS spectrum from Bradley University in the Peoria, Hlinois area. This lease has an initial 10 year term
and contains two renewal options for 10 years each to extend the term of the lease.

We sublease EBS spectrum from the North American Catholic Educational Programming Foundation in the
Mobile, Alabama area. This sublease has an initial 29 year term and no renewal options to extend the term of the
sublease.
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WCS Spectrum

We have acquired WCS spectrum from third parties pursuant to privately negotiated purchase agreements. The 2.3 GHz
WCS band is divided into four frequency blocks, A through D. Blocks A and B have 10MHz of spectrum each and blocks
C and D have 5 MHz each. We have acquired WCS licenses in the A, B, C and D frequency blocks. The WCS A and B
blocks are licensed in 52 individual geographic regions covering the United States, including the Gulf of Mexico, and are
called Major Economic Areas (*MEA"). The WCS C and D blocks are licensed in six larger geographic regions, also
covering the United States and are called Regional Economic Area Groupings (“REAGs"). Both MEAs and REAGS are of
various sizes in terms of population and geographic coverage.

WCS licenses are allocated by the FCC for “flexible use.” This means that the spectrum can be used to provide any type
of fixed, portable, mobile {except aeronautical mobite) or radiolocation services to individuals and businesses, including
the wireless broadband services we intend to offer. Any such offerings are subject to compliance with technical rules in
Part 27, Title 47 of the Code of Federal Regulations, as well as any applicable border treaties or agreements governing
operations near the Canadian and Mexican borders.

BRS and EBS Spectrum

We have acquired BRS spectrum licenses from third parties pursuant to privately negotiated purchase agreements.
Rights to lease and use EBS spectrum are acquired by commercial interests like us from educational entities through
privately negotiated lease agreements. On April 27, 2006, the FCC released new rules governing EBS lease terms. EBS
licensees are now permitted to enter into lease agreements with a maximum term of 30 years; lease agreements with
terms longer than 15 years must contain a “right of review” by the EBS licensee every five years beginning in year 15.
Because some of our long-term leases were executed prior to the effective date of these new leasing requirements, our
long-term leases afford us exclusive leasehold access to the leased EBS spectrum for a total period of time ranging from
20 years up to 60 years when all renewal options are included.

Under current regulations, after giving effect to an FCC-mandated transition of the spectrum to a new band configuration,
which must be complete by October 19, 2010 (barring disputes in the transition process), the total spectrum bandwidth
licensed by the FCC for BRS and EBS spectrum is 194 MMHz. Approximately 75% of this spectrum is licensed for the EBS
and 25% is licensed for the BRS. Under FCC rules, regulations and policies (“FCC rules™), up to 95% of the spectrum
dedicated to each EBS license can be leased for commercial purposes subject to compliance with FCC rules. After
transitioning the BRS and EBS spectrum to the new band plan, individual channels and channel groups of BRS and EBS
spectrum will range from 5.5 MHz to 23.5 MHz of spectrum. Most, but not all, BRS and EBS channel “groups” contain four
channels and 23.5 MHz of spectrum.

Until 1996, BRS spectrum was licensed according to Geographic Service Areas with a 35-mile radius. These “incumbent”
licenses continue to exist today, but are subject to overlapping Geographic Service Areas of co-channel stations. In 1996,
the FCC conducted an auction and assigned licenses for available BRS spectrum according to BTAs of various sizes.
These BTA licenses were granted subject to the prior rights of the incumbent BRS license holders. We have acquired
licenses from incumbent BRS licensees, licensed for 35-mile Geographic Service Areas, subject to overlapping
Geographic Service Areas of co-channel stations. We may in the future acquire BRS spectrum licensed for BTAs.

EBS spectrum is licensed only for Geographic Service Areas with a 35-mile radius, subject to overlapping Geographic
Service Areas of co-channel stations, In the future, vacant EBS spectrum may be assigned by BTAs, or some other
licensing construct chosen by the FCC. EBS spectrum is licensed exclusively to accredited educational institutions,
governmental organizations engaged in the formal education of enrolled students (e.g., school districts), and nonprofit
organizations whose purposes are educational.

The FCC's rules for BRS and EBS spectrum were substantially revised in 2004 to provide more flexibility in how the
spectrum is licensed and used; proceedings to revise the rules continue today. Use of the spectrum has evolved to
include fixed and mobile, digital, two-way systems capable of providing high-speed, high-capacity broadband service,
including two-way Internet access service via low-power, cellularized communication systems and single-cell high-power
systems. On Aprii 27, 2006, the FCC released an additional order to reform FCC rules related to BRS and EBS spectrum.
Although these new, amended rules became effective on July 19, 2006, they are subject to petitions for reconsideration,
which seek to modify some of these amendments. For a more detailed description of these new rules, see “Government
Regulation - BRS/EBS License Conditions.”
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AWS Spectrum

We acquired 154 AWS licenses in FCC Auction No. 66. The FCC granted AWS spectrum pursuant to Economic Area
(“EA™) licenses, REAG licenses and CMA licenses. The AWS auction involved a total of 1,122 licenses: 36 REAG
licenses, 352 EA licenses, and 734 CMA licenses. EA, REAG and CMA licenses vary widely in terms of population and
geographic coverage.

In terms of spectral size, the AWS spectrum is divided into six spectrum blocks, A through F. There are three 10 MHz
blocks, each consisting of paired 5 MHz channels, and three 20 MHz blocks, each consisting of paired 10 MHz channels.
We have acquired both 20 MHz and 10 MHz licenses.

AWS licenses are allocated by the FCC for flexible use. This means that the spectrum can be used to provide any type of
fixed, portable or mobile services to individuals and businesses, including the wireless broadband services we intend to
offer. Any such offerings are subject to compliance with technical rules in Part 27, Title 47 of the Code of Federal
Regulations as well as any applicable border treaties or agreement governing operations near the Canadian and Mexican
borders.

International Spectrum

On December 15, 2006, our Inquam Broadband GmbH subsidiary acquired 3.5 GHz Broadband Wireless Access ("‘BWA")
spectrum in Germany. The acquisition includes 42MHz of spectrum in all service areas. The licenses vary widely in terms
of population and geographic coverage, but include major cities, such as Koln/Dusseldorf, Stuttgart/Karlbsruhe,
Berlin/Brandenburg, Munster and Rhein/Main.

On March 2, 2007, we acquired WCS spectrum in Canada. The acquisition includes 30MHz of spectrum in all service
areas for which licenses were acquired. The licenses vary widely in terms of population and geographic coverage, but
include major cities, such as Montreal, Ottawa, Edmonton, Quebec and Winnipeg. NextWave's Canadian WCS licenses
are held by our Canadian subsidiary, 4253311 Canada Inc. The licenses carry a 10-year license term with renewal
expectancy of subsequent 10-year terms absent breach of license conditions. Because the licenses were issued by
Industry Canada through two separate auctions, 63 licenses have an expiration date of November of 2014, while 25
licenses have an expiration date of April of 2015. The licenses are “radiocommunication user” licenses and cannot be
used to provide service for compensation before the licenses are converted to either “radiocommunication service
provider” licenses or “radiocommunication carrier” licenses. Conversion of the licenses will require compliance with
Canadian ownership and control restrictions. In addition, each Canadian WCS license is subject to a 5 year usage
implementation requirement, demonstrating that the spectrum is being used at a level that is acceptable to Industry
Canada. Again, because the ficenses were issued at two different times, there are two different implementation deadlines,
November 2009 for 63 licenses, and April 2010 for the other 25 licenses.

On May 2, 2007, our Inquam Broadband GmbH subsidiary acquired 3.5 GHz spectrum in Switzerland. This acquisition
includes 42 MHz of spectrum covering the country’s entire population of 7.5 million people.

Through our acquisition of WiMAX Telecom AG on July 3, 2007, we acquired 3.5 GHz spectrum in Austria, Slovakia and
Croatia. These acquisitions include 49 MHz of spectrum covering Austria’s entire population of 8.3 million people, 56 MHz
of spectrum covering Slovakia’s entire population of 5.5 million people and 39 MHz of spectrum covering 3 million people
representing 68% of the Croatia’s population.

In October 2007, we acquired Websky Argentina SA, an Argentine corporation. Websky is a developer and operator of
wireless broadband services over licensed frequencies in Argentina and has obtained spectrum licenses for an aggregate
of 42 MHz spectrum in the 2.5 GHz band covering the Buenos Aires metro region and 180 kilometers surrounding the city.
Transfer of contro! of the spectrum licenses held by Websky Argentina SA remains subject to regulatory approval.

International Investments
Hughes Systique

In October 2005, we acquired a 33% equity interest in Hughes Systique Corporation (“HSC") for $4.5 million. The
remaining equity is owned by Hughes Communications, Inc., the parent company of Hughes Network Systems, and the
employees of HSC. Formed in 2005, HSC is an offshore software development company that specializes in providing
software development services to the telecommunications industry using engineers and software developers in India. The
President and CEO of HSC, Pradeep Kaul, has more than 33 years of experience in the wireless industry, including as an
executive at Hughes Network Systems, and previously formed a successful offshore development company that was sold
to Flextronics International. We entered into the relationship with HSC to facilitate and expedite the development of
software modules and applications required in connection with our broadband development activities. In October 2005, we
also entered into a 24-month service agreement with HSC pursuant to which we have agreed to contract for a minimum
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level of programmers during the term of the agreement. This agreement was amended in December 2006, extending the
term through June 2009,

In February 2008, we executed a loan agreement with HSC for 6% senior secured convertible notes, whereby we
committed to make available up to $1.5 million in additional funding. All principal and interest is due three years from the
date of the advance. At the maturity date or upon a default event, we have the option to convert any unpaid amounts into
shares of preferred stock of HSC.

Sales and Marketing

We intend to promote industry awareness of our products and technotogies via the deployment of our Las Vegas network
site, and through industry trade shows, public relations initiatives, trade advertising and our company website. In addition,
we intend to actively work with leading trade publications and industry analysts to educate potential customers on the
benefits of our products and technologies.

NextWave Network Products and NextWave Semiconductor

We intend to market cur network equipment products to device and network equipment manufacturers and to mobile
operators worldwide primarily through our direct sales organization. In addition, we intend to utilize third-party sales
representatives and stocking distributors as additional channels to market andfor license our network products, and
technologies.

NextWave Mobile Products

We intend to market our netwerk equipment products to device and network equipment manufacturers and to mobile
operators worldwide primarily through our direct sales organization. Our PacketVideo subsidiary, included in the
NextWave Multimedia segment, utilizes a team of strategic account managers to market its multimedia software products
to device manufacturers and service provider customers in North America, Asia and Europe. At present, PacketVideo's
customers include Fujitsu, LGE, Mitsubishi, Motorola, NEC, Nokia, Panasonic, Sony-Ericsson, NTT DoCoMo, T-Mobile
and Verizon Wireless.

Geographic Breakdown of Revenues

During the year ended December 29, 2007, we generated $31.8 million of revenues {54%) in the United States, $10.2
million (17%) in Asia-Pacific, $16.8 million (29%) in Europe and $0.3 million in other regions of the world.

During the year ended Decemeber 30, 2006, we generated $16.5 million of revenues (68%) in the United States, $4.6
million (19%) in Japan, $2.5 million (10%) in Europe and $0.7 million (3%) in other regions of the world.

Competition
NextWave Network Products

Our mobile broadband network systems based on UMTS and WiMAX standards will compete with alternative solutions
available from well-established, international companies including Alcatel-Lucent, Ericsson, Huawei, LGE, Lucent,
Motorola, Nokia, Siemens Networks, Nortel, QUALCOMM and Samsung. In addition, we will be competing indirectly with
the same as well as additional well-established, international companies that are engaged in the development,
manufacture and sale of products and technologies that support alternative wireless broadband standards. Our Wi-Fi
products will compete with small and medium size companies such as Tropcs Networks, Strix Systems, and Belair
Networks and with large-scale systems suppliers such as Cisco, Motorola, and Nortel. Some of these companies have
significantly greater financial, technical development, and marketing resources than us, are already marketing carrier-
class Wi-Fi systems, and have established a significant time-to-market advantage for their existing products.

In the Mobile TV market, we face competition from a set of technologies that are being backed by some of the largest
players in the wireless industry. DVB-H , which requires separate dedicated spectrum and network, is being backed by
Nokia currently has an advantage in the number of handsets that support the technology as well as backing by telecom
regulators in the European Union and in individual countries. Despite the spectrum and apparent economic advantages
that NextWave's mobile TV solutions offer, Nokia's backing of the technology and current market leadership position in
handsets will make it a formidable competitor. NextWave’s mobile TV solutions also face competition from Qualcomm’s
MediaFLO sclution as well as proposed mobile TV solutions from Ericsson if adopted by the 3GPP standards.
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NextWave Mobile'Products

Our WIMAX semiconductor products will be competing with numerous companies that are developing or marketing
WIMAX chipsets including Beceem, Fujitsu, Intel, Motorola, Nortel, RunCom, Samsung, Sequans and WaveSat. Some of
these companies have significantly greater financial, technical development, marketing and other resources than we do,
are already marketing commercial WiMAX semiconductor products, and have established a significant time-to-market
advantage in the computing segment of the market. Moreover, additional competition may emerge in the WIMAX
semiconductor and components market from well-established companies such as Broadcom.

At present, the primary competitors for our multimedia software products are the internal multimedia design teams at the
OEM handset manufacturers to whom PacketVideo markets its products and services. Importantly, these OEMSs represent
some of PacketVideo's largest customers. In addition several companies, including Flextronics/Emuzed, Hantro,
Nextreaming, Philips Software, Sasken and Thin Multimedia also currently provide software products and services that
directly or indirectly compete with PacketVideo. As the market for embedded multimedia software evolves, we anticipate
that additional competitors may emerge including Apple Computer, Real Networks and OpenWave.

Intellectual Property

In order to protect our proprietary rights in our products and technologies, we rely primarily upon a combination of patent,
trademark, trade secret and copyright law as well as confidentiality, non-disclosure and assignment of inventions
agreements. We have six U.S. patents, one of which is the subject of extensive foreign filing. As part of our product and
technology development process, we identify potential patent claims and file patent applications when appropriate in order
to seek protection for our intellectual property assets. We have numerous patent applications pending in the United States
and in foreign jurisdictions. Our registered PacketVideo trademark is the only trademark that is currently material to our
business. We have additional trademarks and trademark applications that may become significant to our business based
on the development and success of our product lines.

In addition, we have typically entered into nondisclosure, confidentiality and assignment of inventions agreements with our
employees, consultants and with some of our suppliers and customers who have access to sensitive information. We
cannot assure you that the steps taken by us to protect our proprietary rights will be adequate to prevent misappropriation
of our technology or independent development and/or the sale by others of products with features based upon, or
otherwise similar to, those of our products.

Given the rapid pace of technological development in the communications industry, we also cannot assure you that our
products do not or will not infringe on existing or future proprietary rights of others. Specifically, more than 30 companies
have submitted letters of assurance related to |IEEE Standard 802.16 and amendments stating that they may hold or
control patents or patent applications, the use of which would be unavoidable to create a compliant implementation of
either mandatory or optional portions of the standard. In such letters, the patent holder typically asserts that it is prepared
to grant a license to its essential IP to an unrestricted number of applicants on a worldwide, non-discriminatory or
“demonstrably free of unfair discrimination” basis and on reasonable terms and conditions. If any companies asserting
that they hold or control patents or patent applications necessary to implement mobile WiIMAX do not submit letters of
assurance, or state in such letters that they do not expect to grant licenses, this could have an adverse effect on the
implementation of mobile WIMAX networks and the sale of our mobile WiMAX products and technofogles. In addition, we
can not be certain of the validity of the patents or patent applications asserted in the letters of assurance submitted to
date, or the terms of any licenses which may be demanded by the holders of such patents or patent applications. If we are
required to pay substantial license fees to any company (s) not participating in the process defined by 802.16 intellectual
property committee for any “finished” mobile WiMAX products, this could adversely affect the profitability of these
products.

Although we believe that our technology has been independently developed and that none of our inteliectual property
infringes on the rights of others, we cannot assure you that third parties will not assert infringement claims against us or
seek an injunction on the sale of any of our products in the future. If an infringement were found to exist, we may attempt
to acquire the requisite licenses or rights to use such technology or intellectual property. However, we cannot assure you
that such licenses or rights could be obtained on terms that would not have a material adverse effect on us, if at all.

We license and wil! continue to seek licenses to certain technologies from others for use in connection with some of our
products and technologies. While none of our current license agreements are material at the time of this offering circular,
the inability to obtain such licenses or loss of these licenses could impair our ability to develop and market finished
products to end-users. If we are unable to obtain or maintain the licenses that we need, we may be unable to develop and
market our products or processes, or we may need to obtain substitute technologies of lower quality or performance
characteristics or at greater cost.
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Participation in the WiMAX Standardization Process

The standardization of a wireless broadband technology such as WiMAX is driven by professional associations consisting
of experts employed by companies who have an interest in developing the relevant technology. We believe that our
participation in these associations is important in order to influence the development of standards and in order to keep up
to date with the latest technological developments in our industry.

The most important technological standards in our industry are developed by the IEEE. WIMAX is based on the IEEE
standard 802.16e for broadband wireless access ("BWA”). The 802.16e mobile WiMAX standard is the latest generation
of the IEEE 802.16 Air Interface standard, which is the state-of-the-art standard for wireless multimedia distribution. It was
initially designed for multimedia distribution for outdoor fixed BWA markets where it addresses the “Last Mile” problem for
the extension of fiber, cable and DSL networks. It takes the best features from earlier proprietary wireless access systems
and combines them to provide a flexible wireless network solution capable of meeting the most stringent requirements for
reliable multimedia communications.

NextWave has actively participated in the development of the IEEE 802.16 standard. Ken Stanwood, Executive Vice
President of Technical and Standards Development, has participated in |IEEE 802.16 from the very start, and is
responsible for much of the core Media Access Contro! ("MAC”) layer technology in the standard. He recently finished a
three year term as vice chair of IEEE 802.16. In addition, Dr. Roger Marks, Senior Vice President - Industry Relations at
NextWave Network Products, currently serves as chairman of IEEE 802.16. Many additional NextWave personnel support
the process as task group officers and participants.

Even with the development of the IEEE 802.16 standard, the interoperability of wireless broadband devices and networks
is not guaranteed. For example, two vendors could pick the same profile but implement it differently. Acknowledging that
risk, the companies involved in the development of IEEE 802.16 decided to create another voluntary industry
organization, known as the WIMAX Forum that would certify devices and technologies that meet a uniform standard. In
April 2001, the WIMAX Forum was established, with Mr. Stanwood as one of the founders. The WIMAX Forum creates
and monitors the test specifications for wireless broadband systems and components based on the |IEEE 802.16
standard.

The WIMAX Forum now has hundreds of industry participants as members, including AT&T, Cisco, Intel, Motorola, Nokia,
Nortel and Samsung. The WiMAX Forum is in the process of cerlifying fixed WirelessMAN-OFDM systems through
independent laboratory conformance testing and plug-fests. Plug-fests are events at which participating companies have
the opportunity to test and demonstrate the interoperability of their products based on a set of standards. The WiMAX
Forum is embarking on test specifications and plug-fests for WirelessMAN-OFDMA scalable CFDMA mobile systems,
commonly referred to as 802.16e systems.

In parallel with efforts by the IEEE and the WIMAX Forum, the Telecommunications Technology Association (“TTA") in
Korea developed WiBro, an 802.16-based standard, which emphasizes support for mobility based on the 802.16e
amendment, Efforts supported by TTA and IEEE 802.16 to harmonize the WiBro standard with the IEEE 802.16e
standard were successful. WiBro was converted from a wireless standard to a service requiring WiMAX certified
equipment in the 2.3 GHz band.

Government Regulation
Overview

Communications industry regulation changes rapidly, and such changes could adversely impact us. The following
discussion describes some of the major communications-related regulations that affect us, but numerous other
substantive areas of regulation not discussed here also may influence our business.

Communications services are regulated to varying degrees at the federal level by the FCC and at the state level by public
utilities commissions. Our suite of wireless broadband products and services is subject to federal regulation in a number
of areas, including the licensing, leasing and use of spectrum, and the technical parameters, certification, marketing,
operation and disposition of wireless devices. Applicable consumer protection reguiations also are enforced at the federal
and state levels.

The following summary of applicable regulations does not describe all present and proposed federal, state and focal
legislation and regulations affecting the communications industry. Some legislation and regulations are the subject of
ongeing judicial proceedings, proposed legislation and administrative proceedings that could change the manner in which
our industry is regulated and the manner in which we operate. We cannot predict the outcome of any of these matters or
their potential impact on our business. See “Risks Relating to Government Regulation.”
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Licensing and Use of Wireless Spectrum

The FCC regulates the licensing, construction, use, renewal, revocation, acquisition, lease and sale of our domestic
licensed wireless spectrum holdings. Our wireless spectrum holdings currently include licensed spectirum in the WCS,
AWS and BRS bands, and leased spectrum in the EBS band. We intend to make this spectrum available, consistent with
regulatory requirements, to service providers who want to deploy and operate next-generation wireless broadband
networks that utilize cur advanced technologies and spectrum.

Certain generai regulatory requirements apply to all licensed wireless spectrum. For example, certain build-out or
“substantial service” requirements apply to our licensed wireless spectrum, which generally must be satisfied as a
condition of license renewal. The Communications Act and FCC rules also require FCC prior approval for the acquisition,
assignment or transfer of control of FCC licenses. In addition, FCC rules permit spectrum leasing arrangements for a
range of wireless licenses after FCC notification or prior approval depending upon the type of spectrum lease. Approval
from the Federal Trade Commission and the Department of Justice, as well as state or local regulatory authorities, also
may be required if we sell or acquire spectrum. The FCC sets rules, regulations and policies to, among other things:

. grant licenses in the WCS, AWS, BRS and EBS bands;

. regulate the technical parameters and standards governing wireless services, the certification, operation
and marketing of radiofrequency devices and the placement of certain transmitting facilities;

. impose build-out or perfermance requirements as a condition to license renewals;

. approve applications for license renewals;

. approve assignments and transfers of control of FCC licenses;

. approve leases covering use of FCC licenses held by other persons and organizations;

. resolve harmful radiofrequency interference between users of various spectrum bands,

. impose fines, forfeitures and license revocations for violations of FCC rules; and

. impose other obligations that it determines to be in the public interest.

Additional, more specific regulatory requirements that apply to WCS, AWS, BRS and EBS spectrum are described below.
Compliance with all of the foregoing regulatory requirements, and those listed below, increases our cost of doing
business. For a description of an interference issue which may impact use of WCS, BRS and EBS spectrum, see “Risks
Relating to Government Regulation-Wireless Devices utilizing WCS, BRS and EBS spectrum may be susceptible to
interference from Satellite Digital Audio Radic Services (“SDARS").”

WCS License Conditions

WCS licensees must comply with all applicable legal and technical rules imposed by the FCC, including those found in
Part 27 of Titie 47 of the Code of Federal Regulations (*CFR”). WCS licenses are granted for ten-year license terms, and
licensees are required under applicable Part 27 rules to demonstrate that they are providing “substantial service” in their
license area within the initial license term. Substantial service is defined as "service which is sound, favorable, and
substantially above a level of mediocre service which just might minimally warrant renewal.” For WCS licensees, the FCC
recently extended the substantial service build-out deadline until July 21, 2010. Failure to make the substantial service
demonstration by that date, without seeking and obtaining an extension from the FCC, would result in license forfeiture.
Extensions of time to meet substantial service demonstrations are not routinely granted by the FCC.

BRS/EBS License Conditions

Like WCS licenses, BRS and EBS licenses are granted for ten-year license terms, and licensees must comply with all
applicable legal and technical rules imposed by the FCC, including those found in Part 27 of Title 47 of the CFR. Unlike
WCS licenses, BRS and EBS licenses were granted at different times and, therefore, do not have a uniform expiration
date. BRS and EBS licensees must also demonstrate that they are providing “substantial service” in their license areas by
May 1, 2011.

From 2004 to 2006, the FCC adopted a number of rule changes which create more fiexible BRS/EBS spectrum rules to
facilitate the growth of new and innovative wireless technologies and services, including fixed and mobile wireless
broadband services. Although the proceedings to reform BRS/EBS rules have largely been completed, they remain
subject to legal challenges and petitions for reconsideration and, thus, are subject to additional revisions. The FCC
ordered the 2.5 GHz band to be reconfigured into three segments: upper- and lower-band segments for low-power
operations, and a middle-band segment for high-power operations. The new BRS/EBS band configuration eliminates the

NextWave 2007 | 22




use of interleaved channels by licensees in favor of contiguous channel blocks. By creating contiguous channel blocks,
and grouping high- and low-power users into separate portions of the BRS/EBS band, the new band plan reduces the
likelinood of interference caused by incompatible uses and creates incentives for the development of low-power,
cellularized broadband operations, which were inhibited by the prior band plan. The new BRS/EBS band plan will allow
licensees to use the 2496-2690 MHz spectrum in a more economical and efficient manner and will support the
introduction of next-generation wireless technologies. The new rules preserve the operations of existing licensees,
including educational institutions currently offering instructional TV programming, but require that licensees transition to
the new band plan by October 19, 2010 (barring disputes in the transition process), which includes relocating licensees
from their current channel assignments to new spectrurn designations in the band.

For each BRS and EBS licensee, the deadline for filing initial plans with the FCC - the first step in launching the transition
process in a given market - is January 19, 2009. After the initial plan is filed with the FCC, licensees have a 90-day
transition planning period, followed by an additional eighteen months to complete the transition. We and other parties
intend to transition the 2.5 GHz band to the new configuration on a market-by-market basis. The process may require
several years to complete nationally. When the transition is complete, which should cccur by October 19, 2010, we
believe that the 2.5 GHz band will be more suitable for providing NextWave's suite of wireless broadband products and
services. See, “Risks Relating to Government Regulation-We may not have complete control over our transition of BRS
and EBS spectrum, which could impact compliance with FCC rules.”

AWS License Conditions

AWS licensees must comply with all applicable legal and technical rules imposed by the FCC, including those found in
Part 27 of Title 47 of the CFR. All of cur AWS licenses are granted for a 15-year license term, with a renewal term of ten-
years. AWS licensees are required to demonstrate that they are providing "substantial service” in their license area within
the initial 15-year license term. For our AWS licenses, the renewal deadline and the substantial service build-out deadline
is December 18, 2021. Failure to make the substantial service demonstration, without seeking and obtaining an extension
from the FCC, would result in license forfeiture. Extensions of time to meet substantial service demonstrations are not
routinely granted by the FCC.

The AWS spectrum includes a large number of incumbent federal government and non-government operations that must
be relocated to other spectrum. AWS licensees are required to coordinate their operations to avoid interfering with these
incumbent stations until relocation is complete. A small number of these incumbent stations must be protected indefinitely.
In certain cases, the AWS licensee must pay for the relocation of incumbent stations within the AWS licensee’s license
area. AWS licensees are effectively prohibited from deploying TDD systems in the AWS spectrum.

Point-to-Point Microwave License Conditions

We hold a number of 18 GHz and 23 GHz point-to-point microwave licenses in Las Vegas that we intend to use as part of
our network to transmit or “backhaul” wireless broadband communications traffic to our cell sites and network trial
operations center. These licenses are granted based upon applications that demonstrate that the applicant is legally and
technically qualified and that the proposed station will not cause impermissible interference to other stations or proposed
stations that are entitled to interference protection. These licenses alsc have license terms of ten years, and are subject to
satisfying construction deadlines that occur 18 months after the licenses are granted. Point-to-point microwave licensees
must also comply with certain technical rules contained in Part 101 of Title 47 of the CFR.

New Spectrum Opportunities and Spectrum Auctions

Ongoing FCC proceedings and initiatives may affect the availability of spectrum for commercial wireless services. These
proceedings may make more wireless spectrum available to us and other new wireless competitors. We believe that
additional spectrum bands may also be attractive for the deployment of mobile WiMAX networks, and in the future we may
obtain spectrum in those bands through secondary markets acquisitions and leases and whatever mechanisms the FCC
may establish including participation in FCC auctions.
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Other FCC Requirements
internet Access Services

Internet access services are generally not considered to be “telecommunications services,” and ere therefore not
automatically subject to the broad range of common carrier regulations that apply to telecommunications service providers
under Title |l of the Communications Act of 1934 (as amended). Such services, however, are nonetheless subject to
certain regulatory requirements generally associated with common carriage under the FCC’s ancillary jurisdiction. For
example, providers of facilities-based broadband Internet access services, and providers of interconnected VolIP services,
as defined by the FCC, are required to comply with the Communications Assistance for Law Enforcement Act ("CALEA").
Providers of interconnected VolP services also are required to comply with: Enhanced 911 (*E911”)} regulations, which
require routing of 911 calls to geographically appropriate public safety answering points based on the caller's location;
certain Universal Service Fund (*USF”} contribution, reporting and registration obligations; Customer Proprietary Network
Information (“CPNI"} requirements, which are intended to protect the confidentiality of customer calling information and
services purchased; disability access and Telecommunications Relay Services (“TRS") obligations, which include making
contributions to the FCC's TRS fund and providing “711" abbreviated dialing to connect to TRS services; and Local
Number Portability (“LNP"} rules. Certain consumer protection regulations also may apply at the state and federal levels.
The regulatory treatment of other IP-enabled services is presently under consideration by the FCC.

Voice over Internet Protocol ("VoIP")

The FCC has and continues to consider the regulatory status of various forms of VoIP services. In 2004, the FCC issued
decisions in which it found that: (i) a computer-to-computer VolP service for which no charge is assessed and
conventional telephone numbers are not used, is an unregulated “information service,” rather than a “telecommunications
service”;, and (ii) long distance offerings in which calls originate from and terminate to the ordinary public switched
telephone network, using regular telephones, but are transmitted in part through the use of IP, are “telecommunications
services,” thereby rendering such services subject to the payment of access charges. The FCC also preempted states
from exercising entry and related economic regulation of VolP services that require the use of specialized end-user
equipment to send/receive calls over a broadband connection to the Internet, and use North American Numbering Plan
(“NANP") numbers as the identification mechanism for the user's IP address. This ruling did not address specifically
whether this form of VolP is an “information service” or a “telecommunications service,” or what regulatory obligations,
such as intercarrier compensation, should apply. In 2005, as noted above and detailed below, the FCC subjected
interconnected VolP service providers to E911 and CALEA obligations. In 2006 the FCC subjected inlerconnected VolP
service providers to certain USF contribution, reporting, registration and contribution obligations (discussed below). In
2007, the FCC subjected “interconnected VolP" service providers to CPNI, disability access and TRS, and LNP
requirements {discussed below). Providers of interconnected VolIP service also are required to pay annual regulatory fees
based on their international and interstate revenues reported to the FCC. Issues surrounding whether or how VolP
offerings should be regulated, including whether they should pay access charges, and whether interconnected VolP
services are “telecommunications services” or “information services,” as those terms are defined in the Communications
Act, along with the regulatory treatment of other IP-enabled services, is presently under consideration by the FCC.
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Enhanced 911 ("ES11") Services

The FCC adopted E911 obligations for broadband service providers that offer interconnected VolP service to end-users.
E911 systems route 911 calls to a geographically appropriate public safety answering point based on the caller's location.
Unlike basic 911, which merely connects the caller with public safety entities, E911 provides public safety entities with the
caller’s call back number and in many cases location information. The FCC order establishing this obligation was not clear
as to whether the obligation, which has been effective since November 28, 2005, applies to both wholesale and retail
providers of interconnected VolP service. The obligation can be met through contracting with third parties or purchasing
tariffed E911 services from local exchange carriers. The FCC also is examining whether to apply a range of additional
E911 requirements to interconnected VolP providers.

Communications Assistance for Law Enforcerment Act (“CALEA") Requirements

Providers of interconnected VoIP and facilities-based broadband Internet access providers are subject to the
requirements set forth in CALEA. CALEA requires that our equipment, facilities and services allow for lawfully authorized
electronic surveillance by law enforcement agencies based on either industry or FCC standards. In September 2005, the
FCC extended CALEA obligations to facilities-based broadband Internet access providers and to interconnected VolP
providers, whether wireline or wireless. These entities must be compliant with CALEA’s obligations by May 14, 2007,
unless a waiver or extension has been obtained from the FCC.

Universal Service Fund (“USF")

In 2006, the FCC established USF contribution, reporting and registration obligations for providers of interconnected VolP.
The USF contribution obligation is based upon the portion of revenues derived from “telecommunications” service and the
end-user telecommunications revenues derived from interstate and international traffic. The FCC rules provide various
mechanisms for determining the contribution figure. Some aspects of these contribution rules, as applied to providers of
interconnected VolP service, are the subject of a pending challenge in federal court. Interconnected VolP service
providers also will be subject to the same USF reporting procedures that apply to all other providers of interstate and
international telecommunications. These reporting procedures involve quarterly reporting of the gross projected billed and
collected end-user interstate and international revenues as well as annual reporting of actual, gross, billed and collected
end-user interstate and international revenues. Under the FCC rules, providers of interstate and international
telecommunications whose annual USF contribution are expected to be less than $10,000 are not required to contribute to
the USF, or file quarterly or annual USF reports. All interconnected VolP providers that have not already registered with
the FCC and designated an agent for service of process must complete certain registration requirements.

Customer Proprietary Network Information (“CPNI")

In April 2007, the FCC adopted an order which subjects providers of interconnected VolP service to the FCC's CPNI
rules. CPNI includes custemer calling information, such as the phone numbers called, and the frequency, duration, and
timing of such calls, and any services purchased, such as call waiting. Entities subject to the CPNI rules are required to
protect the confidentiality of CPNI. The CPNI rules permit such entities to use, disclose, or permit access to customers’
CPNI only: (i} when customer approval is obtained; (ii) in the course of providing the telecommunications service from
which such information is derived, or services necessary to or used in the provision of such telecommunications service,
or (iii) as required by law. Entities subject to the CPNI rules also are required to establish safeguards to protect against
unauthorized use or disclosure of CPN|. The FCC also adopted a number of new CPNI requirements designed to prevent
pretexting, and currently is considering expanding these rules even further.

Disability Access and Telecommunications Relay Service (“TRS")

tn May 2007, the FCC applied the disability access requirements that currently apply to telecommunications service
providers and equipment manufacturers to providers of interconnected VolP services and to manufacturers of specially
designed equipment used to provide those services. These rules require manufacturers of telecommunications equipment
and customer premises equipment ("“CPE") to ensure that their equipment is designed and fabricated so that the
telecommunications functions of the equipment are accessible to and usable by individuals with disabilities, or compatible
with peripherals or specialized CPE commonly used by individuals with disabilities to achieve access, where readily
achievable. Network features, functions, and capabilities also must comply with these standards. The FCC also subjected
providers of interconnected VolP service to its TRS requirements. Specifically, providers of interconnected VoIP service
will be required to: (i} provide TRS so that persons with hearing or speech disabilities will have equal access to the
telecommunications network toc communicate with voice telephone users; (i) comply with 711 abbreviated dialing
requirements, which ensure that TRS users can initiate a TRS call for access to relay services from any telephone,
anywhere in the United States, and that such calls will be properly routed to the appropriate relay center by simply dialing
*7117; and (iii) contribute to the TRS Fund.
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Local Number Portability (“LNP”)

In November 2007, the FCC extended its LNP obligations to interconnected VolP providers to ensure that customers of
such VolP providers may port their NANP telephone numbers when changing their underlying telephone providers or
VolP providers. The FCC also extended to interconnected VolP providers the obligation to contribute to shared numbering
administration costs. The FCC also is considering additional requirements related to the LNP porting process, and
whether to require interconnected VolP providers to comply with N11 code assignments (special, abbreviated dialing
numbers which allow access to special services) or other numbering reguirements.

Consumer-Related Regulations

The FCC is considering whether Intemet access services, regardless of the technology used, should be subject to FCC
consumer protection regulations. Various states may also exercise authority over terms and conditions of Internet access
services, such as billing practices and other consumer-related matters. Compliance with additional consumer-related
obligations will result in significant additiona! costs for us.

Equipment Certification

Our equipment must conform to a variety of federal regulations that require compliance with administrative and technical
requirements as a condition to marketing devices that emit radiofrequency energy.

Tower Siting

Wireless systems must comply with various federal, state and local regulations that govern the siting, marking, lighting
and construction of transmitter towers and antennas, including regulations promulgated by the FCC and Federal Aviation
Administration (“*FAA"). FCC rules subject certain tower locations to environmental and historic preservation statutory
requirements. To the extent governmental agencies impose additional requirements on the tower siting process, the time
and cost te construct and deploy towers could be negatively impacted. The FAA has proposed modifications to its rules
that would impose certain notification requirements upon entities seeking to (i) construct or modify any tower or
transmitting structure located within certain proximity parameters of any airport or heliport, and/or (ii) construct or medify
transmission facilities using the 2500-2700 MHz radiofrequency band, which encompasses virtually all of the BRS/EBS
frequency band. If adopted, these requirements could impose new administrative burdens upon users of BRS/EBS
spectrum.

Electronic Waste (“E-waste”} Legisiation

Electronics waste laws, also known as “E-waste” laws, went into effect July 1, 2006 in California, China, Japan and the
European Union and require electronics developers, manufacturers and distributors to eliminate hazardous substances,
such as lead and mercury, in their products and to participate in, and finance, the recycling of E-waste. Congress is
considering national legislation that would override state E-waste laws and provide for more consistent application of E-
waste standards.

Employees

As of December 29, 2007, we had 1,105 employees, including 408 in NextWave Network Products, 493 in NextWave
Mobile Products, 65 in Strategic Initiatives, and 139 in corporate operations and administration. In addition, we had 259
full-time equivalent contractors, including 79 in NextWave Network Products, 144 in NextWave Mobile Products, 4 in
Strategic Initiatives and and 32 in corporate operations and administration. We are not subject to any collective bargaining
agreements and believe that our relationship with our employees is good.
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Our History
NextWave Telecom and the PCS Business

Old NextWave Wireless was formed in 1996 as a wholly owned operating subsidiary of NTI. NT| sought to develop a
nationwide CDMA-based PCS network. In 1998, NextWave Telecom group, filed for protection under Chapter 11 of the
United States Bankruptcy Code. During the seven-year pendency of the Chapter 11 case, Old NextWave Wireless
continued its involvement in the build-out of NTI's PCS network. Substantially all of the related assets, except the PCS
licenses, were abandoned when NTI was sold to Verizon Wireless as part of the plan of reorganization of the NextWave
Telecom group described below.

Wireless Broadband Development

Although a commercial wireless broadband business was not developed during the pendency of the Chapter 11 case, the
vision for our company was created at that time. Beginning in 2003, NTI began to explore opportunities to create the
technology for a broadband wireless network utilizing BRS spectrum in the 2.5 GHz frequency range. In late 2003, NTI
received authority from the Bankruptcy Court to construct and test a wireless broadband network in the Las Vegas,
Nevada metropolitan area. Old NextWave Wireless acquired the rights to 24 MHz of BRS spectrum in Las Vegas and
began work on the test network. In 2004, Old NextWave Wireless acquired preferred stock representing a 50% equity
interest in CYGNUS Communications, Inc., a company engaged in the development of wireless communications
hardware. Among other reasons, to separate the new prospective BRS spectrum wireless technology business from the
PCS business of the rest of the NextWave Telecom group, NTI formed a new subsidiary, NextWave Broadband, to be the
operating company for the BRS business. The capitalization of a new wireless technology company was discussed with
the stakeholders of the NextWave Telecom group and was made part of the plan of reorganization described below.

Plan of Reorganization and Verizon Wireless Transaction

On March 1, 2005, the Bankruptcy Court confirmed the plan of reorganization of the NextWave Telecom group, including
Old NextWave Wireless. In December 2004, Old NextWave Wireless was converted from a corporation to a limited liability
company. The plan of reorganization was funded with the proceeds from the sale of NextWave Telecom and its
subsidiaries (other than Old NextWave Wireless) to Verizon Wireless for $3.0 billion, in addition to previous PCS spectrum
sales to Cingular Wireless, Verizon Wireless and MetroPCS. The plan of reorganization provided for the payment in full of
all the creditors of the NextWave Telecom group and the funding of Old NextWave Wireless as a new wireless broadband
technology company to be distributed to equity holders, together with an aggregate distribution of $2.6 billion in cash and
$149 million principal amount of our Non-Recourse Secured Notes. Prior to the consummation of the plan of
reorganization, NT| and its subsidiaries entered into a global settlement agreement with the FCC resolving all cutstanding
claims of the FCC.

In connection with the sale of NextWave Telecom and its subsidiaries to Verizon Wireless, we agreed to indemnify
NextWave Telecom and its subsidiaries against all pre-closing liabilities of NextWave Telecom and its subsidiaries and
against any violation of the Bankruptcy Court injunction against persons having claims against NextWave Telecom and its
subsidiaries, with no limit on the amount of such indemnity. A total of $165.0 million was held in escrow (the “Escrow
Amount”) in order to secure such indemnity, and to satisfy any amounts due to Verizon Wireless in the event that the
consolidated net loss of the NextWave Telecom group for the taxable year commencing on January 1, 2005, and ending
on April 13, 2005 was, subject to certain adjustments, less than $1.362 billion. On December 6, 2006, Verizon and
AirTouch Cellular, the assignee of Veerizon, entered into an agreement (i) to settle the amounts payable under the Escrow
Account and (ii) to release the Escrow Amount plus accrued interest. As a result, we received approximately $153.9
million of the proceeds from the Escrow Account, including accrued interest. In addition, the FCC received approximately
$16.1 million of funds held in escrow, including approximately $0.8 million held under a separate escrow, pursuant to a
December 2004 stipulation entered into between NextWave and the FCC. We are not currently aware of any other
indemnifiable losses that remain following the effective date of the sale to Verizon, and Verizon has not made any related
claims therefore.

As part of the plan of reorganization, we issued $148.5 million of Non-Recourse Secured Notes to the former equity
holders of NextWave Telecom. The notes were non-recourse to our assets and we were required to redeem the notes
using the proceeds of any escrow release, net of payments due to the FCC. Accordingly, the full amount of the escrow
released to us, $153.9 million, or approximately 103.5% of the face amount of the notes, was paid directly into an escrow
account to fund the redemption of the notes. The notes were redeemed as of December 21, 2006.
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Inception of a Wireless Technology Company

The following steps were taken to organize Old NextWave Wireless as a new wireless technology company as part of the
plan of reorganization:

The NextWave Telecom group abandoned substantially all of its PCS networks, technology and fixed
assets, except the PCS spectrum licenses to be acquired by Verizon Wireless.

NTI and its subsidiaries transferred all of their remaining non-PCS assets to NextWave Broadband,
except cash and the PCS spectrum licenses to be acquired by Verizon Wireless. The assets contributed
primarily consisted of property and equipment not desired by Verizon Wireless, having a fair market value
of less than $10 million.

NextWave Broadband was transferred to Old NextWave Wireless.

Old NextWave Wireless retained its investment in CYGNUS preferred stock and converlible notes, as well
as wireless licenses useful for its new technology broadband business with a value of approximately
$33.6 million.

NTI and its subsidiaries, including Old NextWave Wireless, obtained an order providing a release of
claims pursuant to Section 1141 of the Bankruptcy Code. To the extent that such release did not
eliminate all liabilities of the NextWave Telecom group, NextWave Wireless assumed and agreed to
indemnify Verizon Wireless against such liahilities.

NTI and its subsidiaries (other than Old NextWave Wireless) were sold to Verizon Wireless for $3.0
billion.

Membership units of NextWave were distributed to the former stockholders of NTI, which distribution was
exempt from registration under the Securities Act pursuant to Section 1145 of the Bankruptcy Code. Upon
this distribution, on April 13, 2005, Old NextWave Wireless emerged as NextWave Wireless.

Simultaneously with the distribution, NextWave was capitalized with $550 million of cash proceeds from
the sale to Verizon Wireless and prior PCS spectrum license sales.

Pursuant to the plan, the NTI stockholders received the undivided interests in the underlying assets of Old NextiWave
Wireless as part of their consideration for the redemption of their NTI shares, which was followed by the deemed
contribution of these undivided interests to NextWave in return for membership interests in NextWave.

Our Recent Acquisitions

Since our emergence as a new wireless technology company, we have made several strategic investments and
acquisitions, including most significantly:

In March 2008, we entered into an agreement to acquire 100% of the fully-diluted equity of Southam Chile
S.A. and CBC Ltda., holders of 2.5 GHz Spectrum in seven major cities in Chile for $7.8 million,
consisting of the assumption of $3.3 million in debt payable during 2012-2015 and $4.5 million in cash at
closing.

In October 2007, we acquired Websky Argentina SA, an Argentine corporation, for $12.6 million. Websky
is a developer and operator of wireless broadband services over licensed frequencies in Argentina and
has obtained spectrum licenses for an aggregate of 42 MHz spectrum in the 2.5 GHz band covering the
Buenos Aires metro region and 180 kilometers surrounding the city. Government approval for the change
in control of the licenses is pending.

In September 2007, PacketVideo acquired Digital World Services AG, a Swiss corporation, for $5.8
million, including debt assumed and paid at closing of $0.3 million. Digitat World Services is a provider of
software solutions and services for secure digital content delivery.

In July 2007, through our subsidiary inquam Broadband GmbH, we acquired a 65.38% controlling interest
in WiMax Telecom AG, a privately-held company domiciled in Zurich, Switzerland, for $19.5 million,
including debt assumed and paid at close of $5.8 million. WiMax Telecom AG, through its subsidiaries,
has obtained nationwide wireless broadband spectrum concessions in Austria and Slovakia, and a major
spectrum concession in Croatia and currently operates WiIMAX networks in Austria and Slovakia. Our
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Inquam Broadband GmbH subsidiary exercised its option to acquire the remaining minority interest in
WiMax Telecom AG in December 2007 for $5.1 million.

. In May 2007, we acquired all of the equity interests in IPWireless, Inc., a privately-held company that
supplies TD-CDMA network equipment and subscriber terminals. The IPWireless TDtv solution, based on
3GPP Multimedia Broadcast Multicast Service (MBMS), is being designed to allow UMTS Operators to
deliver mobile TV and other multimedia services using their existing 3G spectrum and networks, without
impacting their current voice and data services. The merger consideration consisted of approximately
$100 million paid at closing, with $25 million paid in cash and $75 million paid in shares of our common
stock. As specified in the Merger Agreement, additional consideration of up to $135 million may be
earned upon the achievement of certain revenue milestones relating to {PWireless's public safety
business and TDiv business during the 2007 to 2009 timeframe, with potential payment of up to $50
million in late 2007 or 2008 and up to $7.5 million in 2008, up to $24.2 million in 2009, and up to $53.3
million in 2010. Of the $51.6 million in additional purchase consideration $21.0 million will be deposited
into an escrow account to settle any potential contingencies existing at acquisition.

. In March 2007, we acquired all of the outstanding shares of common stock of 4253311 Canada Inc., a
Canadian company. The total cost of the acquisition was approximately $26.0 million in cash, The assets
of the company are comprised almost entirely of wireless spectrum covering Canadian markets.

. In February 2007, NextWave acquired all of the outstanding common stock and warrants of GO
Networks, Inc., for $16.9 million, Additional purchase consideration of up to $25.7 million may be paid in
shares of NextWave common stock, subject to the achievement of certain operational milestones in the
18-month period subsequent to the closing of the acquisition. NextWave also adopted the GO Networks
Employee Stock Bonus Plan, whereby certain employees may receive up to an aggregate of $5.0 million
in shares of NextWave common stock upon the achievement of the operational milestones referred to

above.

. In January 2007, PacketVideo acquired all of the shares of SDC Secure Digital Container AG for cash of
$19.0 million.

. In December 2006, we were awarded 154 spectrum licenses for an aggregate bid of $115.6 million in the

AWS auction. These licenses significantly increased our domestic spectrum portfolio to cover
approximately 249 million persons.

. Since our emergence as a wireless technology company, we have consummated transactions to acquire
licensed spectrum rights, including subsequent lease obligations, for amounts totaling approximately
$497 million, including our acquisition of WCS Wireless Inc., which holds spectrum covering 188.8 million
persons, or POPs, in the Central, Western, and Nertheastern United States, for $160.5 million.

. In July 2005, we acquired all of the outstanding shares of PacketVideo Corporation for $46.7 million in
cash.

Corporate Conversion Merger

To enable our listing on The Nasdaq Global Market, NextWave Wireless LLC's Board of Managers and a majority in
interest of NextWave Wireless LLC’s members approved the conversion of the Company from a Delaware limited liability
company to a Delaware corporation. The corporate conversion was effected on November 13, 2006 through the merger of
a wholly owned subsidiary of ours with and into NextWave Wireless LLC. In the merger, NextWave Wireless LLC's equity
holders received one share of our common stock for every six membership interests that they held. No fractional shares of
our common stock were issued in connection with the corporate conversion merger. Instead, holders of LLC interests who
would otherwise have been entitled to a fraction of a share of common stock were paid cash equal to $1.00 per LLC
interest not exchanged for a whole share of our common stock. Each holder of NextWave Wireless LLC's limited liability
interests own the same percentage of the outstanding equity of the Company before and immediately after the corporate
conversion merger. In addition, we assumed NextWave Wireless LLC’s obligations under all stock option plans of the
Company and its subsidiaries.
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Available Information

We are a public company and are subject to the informational requirements of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”). Accordingly, we file periodic reports, proxy statements and other information with the
Securities and Exchange Commission (the “SEC"). Such reports, proxy statements and other information may be obtained
by visiting the Public Reference Room of the SEC at 100 F Street NE, Room 1580, Washington, D.C. 20549 or by calling
the SEC at 1-800-SEC-0330. In addition, the SEC maintains a website ( http./mww.sec.gov ) that contains reports, proxy
and information statements and other information regarding us and other issuers that file electronically.

Our website address is http:/www.nextwave.com. We make available, free of charge through our website, our Annual
Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and any amendments to
these reports as soon as reasonably practicable after we electronically file such material with, or furnish such material to,
the Securities and Exchange Commission. Our Code of Business Conduct and Ethics is available free of charge on our
website.

The certifications of our Chief Executive Officer and Chief Financial Officer, pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002, about the disclosure contained in this Report are attached hereto.
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Item 1A. Risk Factors
We have limited relevant operating history and a history of losses.

We emerged from our reorganization in April 2005 with a new business plan and have made several significant
acquisitions and investments. As a result, we are at an early stage of our development and have had a limited relevant
operating history and, consequently, limited historical financial information. Other than through our PacketVideo
subsidiary, which we acquired in July 2005, and our IPWireless subsidiary, which we acquired in May 2007, we have
never generated any material revenues and have limited commercial operations. While certain of our businesses are
currently generating revenues, the revenues are not yet adequate to cover our operating expenses. In particular, we are
currently unable to project when our NextWave Semiconductor products and technologies will be commercially deployed
and generating significant revenue. We, along with the companies we have acquired, have a history of losses. We will
continue to incur significant expenses in advance of achieving broader commercial distribution of our network equipment
products and generating revenues from our semiconductor business. We are expected to realize significant operating
losses for the next few years. We are therefore subject to risks typically associated with a start-up entity.

If we are not able to successfully implement all key aspects of our business plan, including selling and/or licensing high
volumes of our products to network operators and to device and network equipment manufacturers, we may not be able to
develop a customer base sufficient to generate adequate revenues. If we are unable to successfully implement our
business plan and grow our business, either as a result of the risks identified in this section or for any other reason, we
may never achieve profitability, in which event our business would fail.

If we fail to effectively manage growth in our business, our ability to develop and commercialize our products will
be adversely affected.

QOur business and operations have expanded rapidly since the completion of our reorganization in April 2005. For
example, from April 13, 2005 through December 29, 2007, the number of our employees increased from 50 to 1,105 as a
result of organic growth and acquisitions. In addition to various immaterial acquisitions in 2007 and 2006, we acquired
WiMax Telecom AG in December 2007 (following our purchase of a majority-owned share in July 2007), Websky
Argentina S.A. in October 2007, IPWireless, Inc. in May 2007, GO Networks, Inc. in February 2007, SDC Secure Digital
Container AG (“SDC") in January 2007, CYGNUS Communications, Inc. in February 2006 and PacketVideo Corporation
in July 2005.

To support our expanded research and development activities and the anticipated growth in our NextWave Network
Products and NextWave Mobile Products businesses, we must continue to successfully hire, train, motivate and retain our
employees. We expect that further expansion of our operations and employee base will be necessary. Our recent
acquisitions have also expanded the geographic reach of our operations to countries including Argentina, Austria, Croatia,
Denmark, Finland Germany, Israel, Slovakia, South Korea, Switzerland and the United Kingdom. In order to manage the
increased complexity of our expanded operations, we will need to continue to expand our management, operational and
financial controls and strengthen our reporting systems and procedures. All of these measures will require significant
expenditures and will demand the attention of management. Failure to fulfill any of the foregoing requirements could result
in our failure to successfully manage our intended growth and development, and successfully integrate our acquired
businesses, which would adversely affect our ability to develop and commercialize our products and achieve profitability.

We have recently acquired private companies that were not subject to Sarbanes-Oxley regulations and, therefore,
they may lack the internal controls of a public company, which could ultimately affect our ability to ensure
compliance with the requirements of Section 404 of the Sarbanes-Oxley Act .

We have recently acquired private companies that were not previously subject to Sarbanes Oxley regulations and
accordingly were not required to establish and maintain an internal control infrastructure meeting the standards
promulgated under the Sarbanes-Oxley Act of 2002. Our assessment of and conclusion on the effectiveness of the
Company’s internal control over financial reporting as of December 29, 2007 did not include the internal controls of the
recent acquisitions of SDC Secure Digital Container AG, acquired in January 2007, GO Networks, Inc., acquired in
February 2007, IPWireless, Inc., acquired in May 2007, WiMax Telecom AG, acquired in July 2007, Digital World Services
AG, acquired in September 2007, and Websky Argentina SA, acquired in October 2007, which are included in our 2007
consolidated financial statements and constituted $64.3 million and $97.9 million of total assets and total liabilities,
respectively, as of December 29, 2007 and $24.7 million and $94.1 million of total revenues and operating loss,
respectively, for the fiscal year then ended. Management did not assess the effectiveness of internal control over financial
reporting at the entities listed above because we did not have the ability to assess those controls due to the timing of the
acquisitions.
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We continue to evaluate and integrate these acquired entities into our existing internal control structure. In connection with
our financial statement close process for the fiscal year ended December 29, 2007 and our acquisition integration efforts,
we identified several control deficiencies at a company we acquired in 2007 whose operations are primarily foreign.
Specifically, there were deficiencies in information technology general controls and the availability of a sufficiently trained
workforce in the accounting organization. Ernst & Young LLP, in connection with their audit for the year ended December
29, 2007, also identified control deficiencies in the revenue recognition and financial statement close processes at this
same acquired company. These deficiencies could rise to the level of one or more material weaknesses once the
evaluation of these controls has been completed. We are in the process of implementing a number of measures to
remedy these deficiencies including the implementation of our accounting and enterprise resource planning system. We
believe the new controls and procedures will address the deficiencies identified. The evaluation of these controls is
expected to be included in our report on internal control over financial reporting for the year ending December 27, 2008,
We plan to continue to monitor the effectiveness of the acquired company’s controls, including the operating effectiveness
of the newly impiemented measures and plan to take further action, as appropriate.

Although our management will continue to review and evaluate the effectiveness of our internal controls in light of these
acquisitions, we can give you no assurance that there will be no material weaknesses in our internal control over financial
reporting. Any significant deficiencies or material weaknesses in the internal control structure of our acquired businesses
may cause significant deficiencies or material weaknesses in our internal control over financial reporting, which could
have a material adverse effect on our business and our ability to comply with Section 404 of the Sarbanes-Oxley Act.

We may need to secure significant additional capital in the future to implement our business plan and to continue
to fund our research and development activities and our operating losses until we become cash flow positive and
generate earnings.

We may need to secure significant additional capital in the future to implement our business plan and to continue to fund
our research and development activities and our operating losses until we become cash flow posltive and generate
earnings.

Based on the operating plan for the year ended December 27, 2008 approved by our board of directors, management
believes our existing cash, cash equivalent and marketable securities, the release of the $75 million of restricted cash
based on the First Amendment to the Purchase Agreement for our 7% Senior Notes and cash forecasted to be generated
by operations will be sufficient to meet the our estimated working capital and capital expenditures requirements through at
least March 2009. Unexpected expenses and delays in development of our products and technologies, or delays in the
adoption of WIMAX and other 4G technologies by national telecommunications carriers and equipment manufacturers,
could adversely affect our liquidity.

In order for us to achieve positive operating results and positive cash flows, we will need to achieve a substantial increase
in the level of revenues and achieve sufficient gross margins to cover our ongoing operating expenses and debt service
costs. If events or circumstances occur such that we do not meet our operating plan as expected, we may be required to
seek additional capital and or the reduce certain discretionary spending, which could have a material adverse effect on
our ability to achieve our intended business objectives.

To augment our existing working capital resources in order to satisfy our cash requirements, we may seek to sell debt
baskets and securities or additional equity securities or to obtain a credit facility. Qur Senior Secured Notes and our
Series A Preferred Stock prohibit our incurrence of additional indebtedness, subject to certain exceptions. The sale of
equity securities or convertible debt securities could result in additional dilution to our stockholders. The incurrence of
additional indebtedness would also result in additional debt service obligations and the requirement that we comply with
operating and financial covenants that would restrict our operations. In addition, there can be no assurance that any
additional financing will be available on acceptable terms, if at all.

We operate in an extremely competitive environment which could materially adversely affect our ability to win
market acceptance of our products and achieve profitability.

We operate in an extremely competitive market and we expect such competition to increase in the future. Our NextWave
Network Products and NextWave Semiconductor businesses are developing and selling products and technologies based
on WIMAX, Wi-Fi and UMTS standards and will be competing with well established, international companies that are
engaged in the development, manufacture and sale of products and technologies that support the same technologies, as
well as alternative wireless standards such as High Speed Downlink Packet Access ("HSDPA")} and Ultra Mobile
Broadband (*UMB"). Companies that support these alternative wireless technologies include well established industry
leaders such as Alcatel, Ericsson, Lucent, Motorola, Nokia, Nortel, QUALCOMM, Samsung and Siemens.

Our mobile TV products, such as TDtv and MXtv, compete with alternative mobile broadcast technologies such as DVB-H
and MediaFlo. These alternative technologies have already been commercially deployed by network operators in the
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United States and internationally and are supported by well-established industry leaders such as Alcatel, Ericsson, Nokia
and QUALCOMM, all of which have significantly greater financial, technological development, marketing and other
resources than we do.

We also will be competing with numerous companies that are currently developing or marketing WiMAX products and
technologies including Airspan, Beceem, Fujitsu, Intel, Motorola, Nortel, RunCom, Samsung, Sequans and WaveSat.
Some of these companies have significantly greater financial, technical development, and marketing resources than we
do, are already marketing fully-commercial WiMAX semiconductor products, and have established a significant time to
market advantage. Some of these companies are also our potential customers and partners and may not be available to
us if they develop competing products.

Our NextWave Multimedia business products compete primarily with the internal multimedia design teams at the OEM
handset manufacturers to whom we market our products and services. Importantly, these OEMs represent some of our
largest customers. In addition several companies, including Flextronics/Emuzed, Hantro, Nextreaming, Philips Software,
Sasken and Thin Multimedia also currently provide software products and services that directly or indirectly compete with
our PacketVideo products and our TDtv solution. As the market for embedded multimedia software evolves, we anticipate
that additional competitors may emerge including Apple Computer, Real Networks and OpenWave.

Our ability to generate earnings will depend, in part, upon our ability to effectively compete with these competitors.

The success of our businesses depends on the adoption of developing wireless broadband 4G technologies,
including WiMAX and TD-CDMA.

The success of our semiconductor business depends on the deployment and market acceptance of 4G wireless
broadband technologies, including WiMAX and LTE. The market for 4G networks and compatible products and
technologies, as well as the technologies themselves, are in an early stage of development and are continuing to evolve.
In particular, there are currently no mobile WiMAX or LTE networks in commercial operation and there can be no
assurance that commercial mobile WiIMAX or LTE networks will prove to be commercially viable. In order for 4G
technologies to gain significant market acceptance among customers, network operators and telecommunications service
providers will need to deploy 4G networks. However, many of the largest wireless telecommunications providers have
made significant expenditures in incumbent technologies and may choose to develop these technologies rather than
utilize 4G technologies. Certification standards for 4G technologies are controlled by industry groups. Accordingly,
standard setting for 4G technologies is beyond our control. If standards for 4G technologies such as WiMAX, LTE, and
TD-CDMA, for example, change, the commercial viability of these technologies may be delayed or impaired and our
development efforts may also be delayed or impaired or become more costly. If our 4G technologies and products do not
receive industry certification, we may not be able to successfully market, license or seil our products or technologies. The
development of 4G networks is alsc dependent on the availability of spectrum. Access to spectrum suitable for 4G
networks is highly competitive. Future 4G networks may utilize multiple frequencies and this multi-spectrum approach is
technologically chalienging and will require the deveiopment of new software, integrated circuits and equipment, which will
be time consuming and expensive and may not be successful. In order for our business to continue to grow and to
become profitable, 4G technology and related services must gain acceptance among consumers, who tend to be less
technically knowledgeable and more resistant to new technology or unfamiliar services. If consumers choose not to adopt
4G technologies, we will not be successful in selling 4G products and technologies and our ability to grow our business
will be limited.

Many of our products and technologies are in the early stages of development and will require a substantial
investment before they may become commercially viable.

Many of our wireless broadband products and technologies are in the early stages of development and will require a
substantial investment before they may become commercially viable. While we have announced the initial availability of
our first generation WiMAX baseband system-on-a-chip and matched multiband RFIC, these products are not expected to
generate significant revenue. We currently anticipate that our second generation WiMAX chipset, designed for high
volume commercial production, will initially be available in the first half of 2008. In addition, we anticipate that our TDtv
products will also become fully commercially available in 2008. However, we may not able to meet these timeframes and
therefore the commercial deployment of these products could be delayed, which could adversely affect our competitive
position as well as our future profitability. In addition, unexpected expenses and delays in development could adversely
affect our liquidity. Some of our other planned wireless broadband products and technologies have not been tested, even
on a pre-commercial basis. Even if our new products and technologies function when tested, they may not produce
sufficient performance and economic benefits to justify full commercial development efforts, or to ultimately attract
customers. Failure to achieve high volume sales of our semiconductors and other wireless broadband products and
technologies would adversely affect our ability to achieve profitability.
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Our customer agreements do rnot contain minimum purchase requirements and can be cancelled on terms that
are not beneficial to us.

Our customer agreements with network providers and mobile phone and device manufacturers are not exclusive and
many contain no minimum purchase requirements or flexible pricing terms. Accordingly, mobile phone and device
manufacturers may effectively terminate these agreements by no longer purchasing our products or reducing the
economic benefits of those arrangements. In many circumstances, we have indemnified these customers from certain
claims that our products and technologies infringes third-party intellectual property rights. Qur customer agreements are
generally not exclusive and have a limited term of one to five years, in some cases with evergreen, or automatic renewal,
provisions upon expiration of the initial term. These agreements set out the terms of our distribution relationships with the
customers but generally do not obligate the customers to market or distribute any of our products or applications. In
addition, in some cases customers can terminate these agreements early or at any time, without cause.

We may experience difficulties in the introduction of new or enhanced products, which could resuit in reduced
sales, unexpected expenses or delays in the launch of new or enhanced products and in certain cases, penalties
under customer agreements.

The development of new or enhanced wireless products and technologies is a complex and uncertain process. We may
experience design, manufacturing, marketing and other difficulties that could delay or prevent our development,
introduction, commercialization or marketing of new products or product enhancements. The difficulties could result in
reduced sales, unexpected expenses or delays in the launch of new or enhanced products, which may adversely affect
our results or operations. In addition, in some cases we are required to provide liquidated damages and other penaity
clauses in our customer contracts (for, e.g., late delivered product, failure to comply with service level agreements or
defective products). If we are unable to perform in a timely manner under such customer agreements, we would face
financial penalties.

We do not have any manufacturing capabilities and depend on third-party manufacturers and suppliers to
manufacture, assemble and package our products.

We are currently designing and developing semiconductor products including digital baseband ASICs and muiti-band
RFICs. If we are successful in our design and development activities and a market for these products develops, these
products will need to be manufactured. Due to the expense and complexity associated with the manufacturer of digital
baseband ASICs and multi-band RFICs, we intend to depend on third-party manufacturers to manufacture these products.
In addition, we have engaged third-party manufacturers to develop and manufacture its products and technologies
including infrastructure equipment and end-user devices. The dependence on third-parties to manufacture, assemble and
package thess products involves a number of risks, including:

. a potential lack of capacity to meet demand;

. reduced control over quality and delivery schedules;

. risks of inadequate manufacturing yield or excessive costs;
. difficulties in selecting and integrating subcontractors;

. limited warranties in products supplied to us;

. price increases,; and

. potential misappropriation of our intellectual property.

We may not be able to establish manufacturing relationships on reasonable terms or at all. The failure to establish these
relationships on a timely basis and on attractive terms could delay our ability to launch these products or reduce our
revenues and profitability.

Defects or errors in our products and services or in products made by our suppliers could harm our relations
with our customers and expose us to liability. Similar problems related to the products of our customers or
licensees could harm our business.

Our mobile broadband products and technologies are inherently complex and may contain defects and errors that are
detected only when the products are in use. Further, because our products and technologies serve as critical functions in
our customers' products and/or networks, such defects or errors could have a serious impact on our customers, which
could damage our reputation, harm our customer relationships and expose us to liability. Defects in our products and
technologies or those used by our customers or licensees, equipment failures or other difficulties could adversely affect
our ability and that of our customers and licensees to ship products on a timely basis as well as customer or licensee
demand for our products. Any such shipment delays or declines in demand could reduce our revenues and harm our
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ability to achieve or sustain desired levels of profitability. We and our customers or licensees may also experience
component or software failures or defects which could require significant product recalls, reworks and/or repairs which are
not covered by warranty reserves and which could consume a substantial portion of the capacity of our third-party
manufacturers or those of our customers or licensees. Resolving any defect or failure related issues could consume
financial and/or engineering resources that could affect future product release schedules. Additionally, a defect or failure
in our products and technologies or the products of our customers or licensees could harm our reputation andfor
adversely affect the growth of the market for mobile WiMAX, Wi-Fi, TD-CDMA, and other mobile broadband technologies.

We may be unable to protect our own intellectual property and could become subject to claims of infringement,
which could adversely affect the value of our products and technologies and harm our reputation.

As a technology company, we expect to incur expenditures to create and protect our intellectual property and, possibly, to
assert infringement by others of our intellectual property. Other companies or entities also may commence actions or
respond to an infringement action that we initiate by seeking to establish the invalidity or unenforceability of one or more
of our patents or to dispute the patentability of one or more of our pending patent applications. In the event that one or
more of our patents or applications are challenged, a court may invalidate the patent or determine that the patent is not
enforceable or deny issuance of the application, which could harm our competitive position. If any of our patent claims are
invalidated or deemed unenforceable, or if the scope of the claims in any of these patents is limited by court decision, we
could be prevented from licensing such patent claims. Even if such a patent challenge is not successful, it could be
expensive and time consuming to address, divert management attention from our business and harm our reputation.
Effective intellectual property protection may be unavailable or limited in certain foreign jurisdictions.

We also expect to incur expenditures to defend against claims by other persons asserting that the technology that is used
and sold by us infringes upon the right of such other persons. From time to time, we have received, and expect to
continue to receive, notices from our competitors and others claiming that their proprietary technology is essential to our
products and seeking the payment of a license fee. Any claims, with or without merit, could be time consuming to address,
result in costly litigation and/or the payment of license fees, divert the efforts of our technical and management personnel
or cause product release or shipment delays, any of which could have a material adverse effect upon our ability to
commercially launch our products and technologies and on our ability to achieve profitability. if any of our products were
found to infringe on another company's intellectual property rights or if we were found to have misappropriated
technology, we could be required to redesign our products or license such rights and/or pay damages or other
compensation to such other company. If we were unable to redesign our products or license such intellectual property
rights used in our products, we could be prohibited from making and selling such products. In any potential dispute
involving other companies’ patents or other intellectual property, our customers and partners could also become the
targets of litigation. Any such litigation could severely disrupt the business of our customers and partners, which in turn
could hurt our relations with them and cause our revenues to decrease.

Because mobile WiMAX and 3GPP based technologies such as LTE are emerging wireless technologies that are
not fully developed, there is a risk that still unknown persons or companies may assert proprietary rights to the
various technology components that will be necessary to operate a WiMAX or LTE -based wireless broadband
network.

Because mobile technologies such as WiMAX and LTE are emerging wireless technologies that are not fully developed,
there may be a greater risk that persons or entities unknown to us will assert proprietary rights to technology components
that are necessary to operate WiMAX or LTE-based wireless broadband networks or products. Numerous companies
have submitted letters of assurance related to IEEE 802.16 and amendments or various UMTS based technologies,
including TD-CDMA, stating that they may hold or control patents or patent applications, the use of which would be
unavoidable to create a compliant implementation of either mandatory or optional portions of the standard. In such letters,
the patent holder typically asserts that it is prepared to grant a license to its essential IP to an unrestricted number of
applicants on a worldwide, non-discriminatory basis and on reasonable terms and conditions. If any companies asserting
that they hold or control patents or patent applications necessary to implement the relevant technologies do not submit
letters of assurance, or state in such letters that they do not expect to grant licenses, this could have an adverse effect on
the implementation of mobile broadband networks utilizing such technologies as well as the sale of our mobile WiMAX or
future LTE based products and technologies. In addition, we can not be certain of the validity of the patents or patent
applications asserted in the letters of assurance submitted to date, or the terms of any licenses which may be demanded
by the holders of such patents or patent applications. If we were required to pay substantial license fees to implement our
mobile WiMAX or LTE-based products and technologies, this could adversely affect the profitability of these products and
technologies.

We anticipate that we will develop a patent portfolio related to our WiMAX and LTE based products and technologies.
However, there is no assurance that we will be able to obtain patents covering WiMAX or LTE based products. Litigation
may be required to enforce or protect our intellectual property rights. As a result of any such litigation, we could lose our
proprietary rights or incur substantial unexpected operating costs. Any action we take to license, protect or enforce our
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intellectual property rights could be costly and could absorb significant management time and attention, which, in turn,
could negatively impact our operating results. In addition, failure to protect our trademark rights could impair our brand
identity.

We are subject to risks associated with our international operations.

We operate or hold spectrum through various subsidiaries and joint ventures in Argentina, Austria, Canada, Croatia,
Germany, Norway, Slovakia and Switzerland and have additional operations located in Brazil, Denmark, Finland,
Germany, Israel, South Korea, Switzerland and the United Kingdom. We expect to continue to expand our international
operations and potentiaily enter new international markets through acquisitions, joint ventures and strategic alliances. For
example, we recently commenced business operations in Latin America, where a new business unit headquartered in Sao
Paulo, Brazil will deliver our mobile broadband and wireless technology solutions to customers throughout the Latin
American region. Qur activities outside the United States operate in different competitive and regulatory environments
than we face in the United States, with many of our competitors having a dominant incumbent market position andfor
greater operating experience in the specific gecgraphic market. In addition, in some international markets, foreign
governmental authorities may own or control the incumbent telecommunications companies operating under their
jurisdiction. Established relationships between government-owned or government-controlled telecommunications
companies and their traditional local telecommunications providers often limit access of third parties to these markets. In
addition, owning and operating wireless spectrum in overseas jurisdictions may be subject to a changing regulatory
environment. In particular, our ownership of wireless broadband spectrum in Argentina remains subject to obtaining
governmental approval. We can not assure you that changes in foreign regulatory guidelines for the issuance or use of
wireless licenses, foreign ownership of spectrum licenses, the adoption of wireless standards or the enforcement and
licensing of intellectual property rights will not adversely impact our operating results. Due te these competitive and
regulatory challenges, our activities outside the United States may require a disproportionate amount of our management
and financial resources, which could disrupt our operations and adversely affect our business.

Our businesses which currently generate revenue are dependent on a limited number of customers.

Our NextWave Network Products and NextWave Mobile Products businesses currently generate revenue but are
dependent on a limited number of customers. For the year ended December 29, 2007, revenues from three customers
accounted for 39%, 18% and 11% of our consolidated revenues, respectively. We expect that our NextWave Multimedia
business will continue to generate a significant portion of its revenues through a limited number of mobile phone and
device manufacturers and wireless carriers for the foreseeable future, although these amounts may vary from period-to-
period. If any of these customers terminate their relationships with us, our revenues and results of operations could be
materially adversely affected.

We are dependent on a small number of individuals, and if we lose key personnel upon whom we are dependent,
our business will be adversely affected.

Our future success depends largely upon the continued service of our board members, executive officers and other key
management and technical personnel, particularly Allen Salmasi, our Chairman and Chief Executive Officer, William
Jones, Chief Executive Officer of our NNP operating unit, and James Brailean, Chief Executive Officer of our NMP
operating unit.

Mr. Salmasi has been a prominent executive and investor in the technology industry for over 20 years, and the Company
has benefited from his industry relationships in attracting key personnel and in implementing acquisitions and strategic
plans. In addition, in order to develop and achieve commercial deployment of our mobile broadband products and
technologies in competition with well-established companies such as Intel, QUALCOMM and others, we must rely on
highly specialized engineering and other talent. Qur key employees represent a significant asset, and the competition for
these employees is intense in the wireless communications industry. We continue to anticipate significant increases in
human resources, particularly in engineering resources, through 2008. If we are unable to attract and retain the qualified
employees that we need, our business may be harmed.

As a company without a significant cperating history, we may have particular difficulty attracting and retaining key
personnel in pericds of poor operating performance given the significant use of incentive compensation by well-
established competitors. We do not maintain key person life insurance on any of our personnel. We also have no
covenants against competition or nonsolicitation agreements with certain of our key employees. The loss of one or more
of our key employees or our inability to attract, retain and motivate qualified personnel could negatively impact our ability
to design, develop and commercialize our products and technology.

To augment our existing working capital resources in order to satisfy our cash requirements, we may seek to sell debt
securities or additional equity securities or to obtain a credit facility. Qur Senior Secured Notes and our Series A Preferred
Stock prohibit our incurrence of additional indebtedness, subject to certain exceptions. The sale of equity securities or
convertible debt securities could result in additional dilution to our stockholders. The incurrence of additional indebtedness
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would also result in additional debt service obligations and the requirement that we comply with operating and financial
covenants that would restrict our operations. In addition, there can be no assurance that any additional financing will be
available on acceptable terms, if at all.

Covenants in the indenture governing our Senior Secured Notes and the terms of our Series A Preferred Stock
impose operating and financial restrictions on us.

Covenants in the indenture governing our Senior Secured Notes and the terms of our Series A Preferred Stock impose
operating and financial restrictions on us. These restrictions prohibit or limit our ability, and the ability of our subsidiaries,
to, among other things;

. pay dividends to our stockholders;

. incur, or cause certain of our subsidiaries to incur, additional indebtedness;

. permit liens on or conduct sales of any assets pledged as collateral;

. sell significant amounts of our assets or consolidate or merge with or into other companies;
. issue shares of our common stock at less than fair market value;

* repay existing indebtedness; and

. engage in transactions with affiliates.

A breach of any covenants contained in the indenture could result in a default under our Senior Secured Notes. If we are
unable to repay or refinance those amounts, the holders of our Senior Secured Notes could proceed against the assets
pledged to secure these obligations, which include a substantial portion of our spectrum assets and substantially all of our
other assets.

These restrictions may limit our ability to obtain additional financing, withstand downturns in our business and take
advantage of business opportunities. Moreover, we may seek additional debt financing on terms that include more
restrictive covenants, may require repayment on an accelerated schedule or may impose other obligations that limit our
ability to grow our business, acquire needed assets, or take other actions we might otherwise consider appropriate or
desirable.

As of December 29, 2007, $102.2 million of our marketable securities were invested in auction rate securities ("ARS").
None of the auctions involving our ARS holdings had failed as of December 29, 2007. Through March 10, 2008, auctions
for eight ARS, including certain municipalities and education auction rate securities, with principal amounts aggregating
$29.5 million, were not successful due to recent weakness in the auction markets. The unsuccessful securities are District
of Columbia Savrs freedom forum-A {insured by MBIA), Houston Tex Util Sys Rev Adj-Rfdg-Comb (insured by AMBAC),
Education Loan Trust (insured by FFELP), Utah State Board of Rgts (insured by FFELP), Indiana Transportation Finance
Authority (insured by CIFG), Indiana Secondary Market Education loans (insured by FFELP), lllinois Student Assist Comm
(backed by student loan), and Kentucky Higher Education (insured by FFELP). The interest rates on these securities at
the date of the failed auction range from 2.2% to 18.0%, with a weighted average rate of 6.0%.

As a result, we continue to hold these securities and the issuers are required pay interest on the securities at the
maximum contractual rates. We reduced our total ARS investments principally by investing in other short-term marketable
securities, as individual ARS reset pericds came due. Unsuccessful auctions have caused us to hold these securities
beyond their scheduled auction reset dates, limiting the short-term liguidity of these investments. Such developments may
result in the classification of some or all of these securities as long-term in our consolidated balance sheets in 2008 or
future periods. In addition, if the issuers are unable {o successfully close future auctions and their credit ratings
deteriorate, we may, in the future, be required to adjust the carrying value of these investments which would result in a
charge to our consolidated statement of operations.

Based on current market conditions, there is no assurance that auctions on the remaining ARS in our investment portfolio
will be successful. Unsuccessful auctions will cause us to hold securities beyond their next scheduled auction reset dates
and limit the short-term liquidity of these investments. While these failures in the auction process have affected our ability
to access these funds in the near term, we do not believe that the underlying securities or collateral have been affected.
We believe that the higher reset rates on failed auctions provide sufficient incentive for the security issuers to address this
lack of liquidity. However, our ability to liquidate and fully recover the carrying value of our remaining ARS in the near term
may be limited. These developments may result in the classification of some or all of these securities as long-term in our
consclidated financial statements in 2008 or future pericds. In addition, if the issuers are unable to successfully close
future auctions and their credit ratings deteriorate, we may, in the future, be required to adjust the carrying value of these
investments through an impairment charge.
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Risks Relating to Government Regulation

Government regulation could adversely impact our development of wireless broadband products and services,
our offering of products and services fo consumers, and our business prospects.

The regulatory environment in which we operate is subject to significant change, the results and timing of which are
uncertain. The FCC has jurisdiction over the grant, renewal, lease, assignment and sale of our domestic wireless licenses,
the use of wireless spectrum to provide communications services, and the resolution of interference between users of
various spectrum bands. Other aspects of our business, including construction and operation of our wireless systems, and
the offering of communications services, are regulated by the FCC and other federal, state and local governmental
authorities. States may exercise authority over such things as billing practices and consumer-related issues.

Various governmental authorities could adopt regulations or take other actions that would adversely affect the value of our
assets, increase our costs of doing business, and impact our business prospects. Changes in the regulation of our
activities, including changes in how wireless, mobile, and IP-enabled services are regulated, changes in the allocation of
available spectrum by the United States and/or exclusion or limitation of our technology or products by a government or
standards body, could have a material adverse effect on our business, operating results, liquidity and financial position.

Changes in legislation or regulations may affect our ability to conduct our business or reduce our profitability.

Future legislative, judicial or other regulatory actions could have a negative effect on our business. Some legislation and
regulations applicable to the wireless broadband business, including how IP-enabled services are regulated, are the
subject of ongoing judicial proceedings, legislative hearings and administrative proceedings that could change the manner
in which our industry is regulated and the manner in which we operate. We cannot predict the outcome of any of these
praoceedings or their potential impact on our business.

If, as a result of requlatory changes, we become subject to general common carrier rules and requlations applicable to
telecommunications service providers, commercial mobile radio service providers offering certain switched services on a
common carrier basis, and/or enhanced service providers, including providers of interconnected VolP service, at the
federal level or in individual states, we may incur significant administrative, litigation and compliance costs, or we may
have to restructure our service offerings, exit certain markets or raise the price of our services, any of which could cause
our services to be less attractive to customers. In addition, future regulatory developments could increase our cost of
doing business and limit our growth.

We may not have complete control over our ftransition of BRS and EBS spectrum, which could impact
compliance with FCC rules.

The FCC’s rules require transition of BRS and EBS spectrum to the new band plan on a Basic Trading Area ("BTA”)
basis. See “Government Regulation-BRS-EBS License Conditions.” We do not hold all of the BRS and EBS spectrum in
the BTAs in which we hold spectrum. Consequently, we will need to coordinate with other BRS and EBS licensees in
order to transition spectrum we hold or lease. Disagreements with other BRS or EBS licensees about how the spectrum
should be transitioned may delay our efforts to transition spectrum, could result in increased costs to transition the
spectrum, and could impact our efforts to comply with applicable FCC rules. The FCC rules permit us to self-transition to
the reconfigured band plan if other spectrum holders in our BTAs do not timely transition their spectrum.

Our use of EBS spectrum is subject to privately negotiated lease agreements. Changes in FCC rules governing
such lease agreements, contractual disputes with EBS licensees, or failures by EBS licensees to comply with
FCC rules could impact our use of the spectrum.

All commercial enterprises are restricted from holding licenses for EBS spectrum. Eligibility for EBS spactrum is limited to
accredited educational institutions, governmental organizations engaged in the formal education of enrolled students (e.g.,
school districts), and nonprofit organizations whose purposes are educational. Access to EBS spectrum can only be
gained by commercial enterprises through privately-negotiated EBS lease agreements. FCC regulation of EBS leases,
private interpretation of EBS lease terms, private contractual disputes, and failure of an EBS licensee to comply with FCC
regulations all could impact our use of EBS spectrum and the value of our leased EBS spectrum. The FCC rules permit
EBS licensees to enter into lease agreements with a maximum term of 30 years; lease agreements with terms longer than
15 years must contain a “right of review” by the EBS licensee every five years beginning in year 15. The right of review
must afford the EBS licensee with an opportunity to review its educational use reguirements in light of changes in
educational needs, technology, and other relevant factors and to obtain access to such additional services, capacity,
support, and/or equipment as the parties shall agree upon in the spectrum leasing arrangement to advance the EBS
licensee’s educational mission. A spectrum leasing arrangement may include any mutually agreeable terms designed to
accommedate changes in the EBS licensee’s educational use requirements and the commercial lessee's wireless
broadband operations. In addition, the terms of EBS lease agreements are subject to contract interpretation and disputes
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could arise with EBS licensees. There can be no assurance that EBS leases will continue for the full fease term, or be
extended beyond the current term, or be renewed or extended on terms that are satisfactory to us. Similarly, since we are
not eligible to hold EBS licenses, we must rely on EBS licensees with whom we contract to comply with FCC rules. The
failure of an EBS licensee from whom we lease spectrum to comply with the terms of their FCC authorization or FCC rules
could result in termination, forfeiture or non-renewal of their authorization, which would negatively impact the amount of
spectrum available for our use.

If we do not comply with FCC build-out requirements relating to our spectrum licenses, such licenses could be
subject to forfeiture.

Certain build-out or “substantial service" requirements apply to our licensed wireless spectrum, which generally must be
satisfied as a condition of license renewal. In particular, the renewal deadline and the substantial service build-out
deadline for our WCS spectrum is July 21, 2010; for our BRS and EBS spectrum, the substantial service build-out
deadline is May 1, 2011; and for our AWS spectrum, the substantial service build-out deadline is December 18, 2021.
Failure to make the substantial service demonstration, without seeking and obtaining an extension from the FCC, would
result in license forfeiture.

We have no guarantee that the licenses we hold or lease will be renewed.

The FCC generally grants wireless licenses for terms of ten or 15 years, which are subject to renewal and revocation.
FCC rules require all wireless licensees to comply with applicable FCC rules and policies and the Communications Act in
order to retain their licenses. For example, licensees must meet certain construction requirements, including making
substantial service demonstrations, in order to retain and renew FCC licenses. Failure to comply with FCC requirements
with respect to any license could result in revocation or non-renewal of a license. In general, most wireless licensees who
meet their construction and/or substantial service requirements are afforded a “renewal expectancy,” however, all FCC
license renewals can be challenged in various ways, regardless of whether such challenges have any legal merit. Under
FCC rules, licenses continue in effect during the pendency of timely filed renewal applications. Challenges to license
renewals, while uncommon, may impact the timing of renewal grants and may impose legal costs. Accordingly, there is no
guarantee that licenses we hold or lease will remain in full force and effect or be renewed.

We hold 30 licenses issued by the FCC for WCS spectrum. Renewal applications for all 2.3 GHz WCS licenses, including
those issued to NextWave, were due to be filed with the FCC on July 21, 2007. We filed our WCS renewal applications on
April 23, 2007. Under FCC rules, licenses continue in effect during the pendency of timely file renewal applications. At
least three parties about which we are aware made filings purporting to be “competing applications” in response to the
renewal applications filed by our Company, AT&T and perhaps others. The basis on which the third-party filings were
made was the alleged failure of WCS licensees to deploy service on WCS spectrum and satisfy substantial service
requirements by July 21, 2007. However, on December 1, 2006, the FCC issued a waiver order extending the substantial
service deadline for WCS licensees to July 21, 2010. The FCC's rules contain no procedures for processing “competing
applications” filed for WCS spectrum and it has not made any of the third-party filings available in the public record or
accepted them for filing. We have no knowledge of the status of these filings and cannot predict how the FCC may
address them or how these filings may impact our renewal applications.

Interference could negatively impact our use of wireless spectrum we hold, lease or use.,

Under applicable FCC rules, users of wireless spectrum must comply with technical rules that are intended to eliminate or
diminish harmful radicfrequency interference between wireless users. Licensed spectrum is generally entitled to
interference protection, subject to technical rules applicable to the radio service, while unlicensed spectrum has no
interference protection rights and must accept interference caused by other users.

Wireless devices utilizing WCS, BRS and EBS spectrum may be susceptible to interference from Satellite Digital
Audio Radio Services (“SDARS").

Since 1997, the FCC has considered a proposal to permanently authorize terrestrial repeaters for SDARS operations
adjacent to the C and D blocks of the WCS band. The FCC has permitted a large number of these SDARS terrestrial
repeaters to operate on a special temporary authorization since 2001. Permanently authorizing SDARS repeaters
adjacent to the WCS band could cause interference to WCS, BRS and EBS receivers. The extent of the interference from
SDARS repeaters is unclear and is subject to the FCC'’s final resclution of pending proceedings. Because WCS C and D
block licenses are adjacent to the SDARS spectrum, the potential for interference to this spectrum is of greatest concern.
There is a lesser magnitude concern regarding interference from SDARS to WCS A and B block licenses, and BRS and
EBS licenses. Central to the FCC's evaluation of this proposal has been the technical specifications for the operation of
such repeaters. SDARS licensees are seeking rule changes that would both unfavorably alter WCS technical operating
requirements and permit all existing SDARS repeaters to continue to operate at their current operating parameters.
Through their representative association, the WCS Coalition, the majority of affected WCS licensees, including NextWave,
also have proposed technical rules for SDARS terrestrial repeaters and WCS operations to the FCC. Fina! technical rules
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will determine the potential interference conditions and requirements for mitigation. If SDARS repeaters result in
interference to our WCS, BRS or EBS spectrum, our ability to realize value from this spectrum may be impaired.

Increasing regulation of the tower industry may make it difficult to deploy new towers and antenna facilities.

The FCC, together with the FAA, regulates tower marking and lighting. In addition, tower construction and deployment of
antenna facilities is impacted by federal, state and local statutes addressing zoning, environmental protéction and historic
preservation. The FCC adopted significant changes to its rules governing historic preservation review of new tower
projects, which makes it more difficult and expensive to deploy towers and antenna facilities. The FCC also is considering
changes to its rules regarding when routine environmental evaluations will be required to determine compliance of
antenna facilities with its radiofrequency radiation exposure limits. If adopted, these regulations could make it more
difficult to deploy facilities. In addition, the FAA has proposed modifications to its rules that would impose certain
notification requirements upon entities seeking to (i) construct or modify any tower or transmitting structure located within
certain proximity parameters of any airport or heliport, and/or (ii) construct or modify transmission facilities using the 2500-
2700 MHz radiofrequency band, which encompasses virtually all of the BRS/EBS frequency band. If adopted, these
requirements could impose new administrative burdens upon use of BRS/EBS spectrum.
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Item 18B. Unresolved Staff Comments
None.
Item 2. Properties

We are headquartered in San Diego, California. The headquarters currently occupies leased facilities containing an
aggregate of approximately 76,000 square feet.

We also have other leased and owned facilities. The owned facility is in Las Vegas, Nevada. In total, at December 29,
2007, we occupied the indicated square footage in the owned or leased facilities described below:

Number Total
of Square
Buildings Location Status Footage Primary Use
1 United States  Owned 30,000 Administrative and engineering offices.
20 United States Leased 305,736 Administrative, finance and legal offices, research and
development, and sales and marketing.
12 Europe Leased 34,561 Administrative offices, research and development and sales and
marketing.
1 Israel Leased 4,462 Administrative  offices, research and development and
manufacturing.
4 Asia Leased 8,063 Administrative offices, research and development, sales and
marketing, service functions and network operating centers.
2 Latin America Leased 656 Administrative offices, sales and marketing, service functions,
manufacturing and network operating centers.
Total square 383,478
footage

Woe believe that our properties are adequate for our business as presently conducted.
Item 3. Legal Proceedings

We are currently involved in certain legal proceedings. Although there can be no assurance that unfavorable outcomes in
any of these matters would not have a material adverse effect on our operating results, liquidity or financial position, we
believe the claims are without merit and intend to vigorously defend the actions. We estimate the range of liability related
to pending litigation where the amount and range of loss can be estimated. We record our best estimate of a loss when
the loss is considered probable. Where a liahility is probable and there is a range of estimated loss with no best estimate
in the range, we record the minimum estimated liability related to the claim. As additional information becomes available,
we assess the potential liability related to our pending litigation and revise our estimates. We have not recorded any
accrual for contingent liability associated with our current legal proceedings based on our belief that a liability, while
possible, is not probable. Further, any possible range of loss cannct be estimated at this time. Revisions in our estimates
of the potential liability could materially impact our results of operations.

Iltem 4. Submission of Matters to a Vote of Security Holders

None.
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PART Il

ltem 5. Market for Registrant's Common Equity; Related Stockholder Matters and Issuer Purchases of Equity
Securities

The principal market for our common stock is the NASDAQ Global Market, on which it began trading in the first quarter of
2007. During the pendency of our application to list our commen stock an the NASDAQ Global Market, our common stock
was quoted on the Over-the-Counter Bulletin Board for less than a full quarterly period following our November 2006
Corporate Conversion.

Market Information

The following table reflects the high and low sales prices, or high and low bid prices, as applicable, rounded to the
nearest penny, of our common steck as reported by the NASDAQ Global Market, as applicable, for each quarterly period
in 2007 in which our commaon stock was fisted thereon, beginning with the listing date. Our common stock traded on the
OTC Bulletin Board enly far a period between November 16, 2006 and January 2, 2007. Subsequently, our common stock
was listed on the Nasdaq Global Market, beginning on January 3, 2007 under the * WAVE" symhol, where it continues to
trade.

High _Low
2007:
First Quarter $1275 § 973
Second Quarter 10.10 8.35
Third Quarter 8.20 572
Fourth Quarter 6.48 511

Dividend Policy

We have never paid a dividend on our common stock and do not anticipate paying one in the foreseeable future. Pursuant
to the terms of the Purchase Agreement governing our 7% Senior Secured Notes, we are restricted from paying dividends
and making distributions to holders of our capital stock. In addition, without the prior written consent of the holders of at
least 75% of the outstanding shares of our Series A Senior Convertible Preferred Stock, so long as at least 25% of the
issued shares remain outstanding, no cash dividends may be paid on our common stock. if we were to pay a dividend in
cash or any other property on our common stock, the holders of cur Series A Senior Convertible Prefeired Stock will be
entitled to participate in such dividend on an as-converted basis.

In the event we are permitted to pay a dividend on our common stock, the payment of any future dividends will be at the
discretion of our Board and will depend upon, among other things, our financial condition and capital needs, legal or
contractual restrictions on the payment of dividends and other factors deemed pertinent by our Board.

Holders of the Series A Preferred Stock are entitled to receive quarterly dividends on the liquidation preference at a rate of
7.5% per annum. Until March 2011, we can elect whether to declare dividends in cash or to not declare and pay
dividends, in which case the per share dividend amount will be added to the liquidation preference. From and after March
2011, we must declare dividends in cash each quarter, subject to applicable law. The terms of our 7% Senior Secured
Notes due 2010 currently prevent the payment of cash dividends on the Series A Preferred Stock. The dividend rate is
subject to adjustment to 10% per annum if we default on our dividend payment obligations or fails to cause our shelf
registration statement filed with the Securities and Exchange Commission to be declared effective on or prior to
November 30, 2007. The dividend rate is also subject to adjustment to 15% per annum if we fail to comply with the
protective covenants of the Series A Preferred Stock described below and to 18% per annum if we fail to convert or
redeem the Series A Preferred Stock when required to do so, as described below.

We accrued for $20.8 million in undeclared dividends during the year ended December 29, 2007.

For additional information on payment of and restrictions on dividends, please also see ltem 8. Financial Statements and
the notes thereto.

Repurchases of Common Stock

We did not repurchase any of our common stock during the year ended December 29, 2007.
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Stock Performance Graph

The following performance graph compares the Company's cumulative total stockholder return on our common stock with
the cumulative total return of the same investment in each of the following: S&P 500 Index, Nasdaq Compaosite Index,
Nasdaq Telecommunications Index and the Nasdaq Global Market Composite Index. The performance graph does not
include our peer group because peer group information is represented in the Nasdaq Global Market Composite Index.
The cumulative total return computations set forth in the performance graph assume the investment of $100 in the our
common stock and each of the listed indexes as of December 29, 2006. Shareholder returns over the period indicated
should not be considered indicative of future shareholder returns.
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The information contained in the Performance Graph shall not be deemed “soliciting material” or to be “filed” with the
Securities and Exchange Commission, nor shall such information be incorporated by reference into any future filing under
the Securities Act or the Exchange Act, except to the extent the Company specifically incorporates it by reference into
such filing.

Holders
As of March 10, 2008, there were approximately 1,080 holders of record of our common stock.

Certain provisions in our Certificate of Incorporation and Bylaws will have the effect of delaying, deferring or preventing a
change of control of our Company. These provisions include that our directors serve staggered terms, and, pursuant to
Delaware law, can only be removed for cause; stockholders cannot act by written consent and can only amend or repeal
the bylaws by a supermajority vote of the issued and outstanding voting shares and our board of directors is authorized to
issue preferred stock without stockholder approval. In addition, vacancies on our Board of Directors are filled only through
a majority vote of the Board, and directors and officers are indemnified against losses that they may incur in investigations
and legal proceedings resulting from their services to us, including in connection with takeover defense measures.

In addition, the information required by this ltem concerning the securities authorized for issuance under equity
compensation plans is incorporated herein by reference to our Proxy Statement for our 2008 Annual Meeting of
Stockholders.
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Item 6. Sefected Financial Data

The following consolidated statement of operations data for the years ended December 29, 2007, December 30, 2006 and
for the period from the date of our inception as a new wireless technology company pursuant to the plan of reorganization
of Old NextWave Wireless described below (April 13, 2005) to December 31, 2005 and selected consolidated balance
sheet data as of December 29, 2007, December 30, 2006 and December 31, 2005 was derived from our audited
consolidated financial statements and should be read in conjunction with our audited consolidated financial statements
and Management's Discussion and Analysis of Financial Condition and Results of Operations included elsewhere in this
Annual Report. Effective January 1, 2006, we changed our fiscal year end and quarterly reporting periods from quarterly
calendar pericds ending on December 31 to a 52-53 week fiscal year ending on the Saturday nearest to December 31 of
the current calendar year or the following calendar year. The financial information presented below includes the results of

operations of acquired companies from the date of the respective acquisitions.

Inception
{April 13,
2005)
Year Ended Year Ended to December
December 29, December 30, 31,
(in thousands, except per share data) 2007 2006" 2005%
Consolidated Statement of Operations Data:
Revenues;
Technology licensing and Service ............coceeieveeieeceieeeenn, $ 38,246 $ 24284 § 4,144
HAMAWETE ..ot abe e e e 20,861 — —
TOMAI TEVENUES .ot eeere s e e et s eas e eaarer e e en 59,107 24,284 4,144
Operating expenses:
Cost of technology licensing and service revenues ................ 22,080 12,054 4,573
Cost of hardware revenues .........ooceecieee e 41,017 — —
Engineering, research and development ....................ccce 149,645 54,304 17,508
Sales and Marketing ........cccooeeeiiriiee s 29,727 9,992 2,960
General and administrative ...........cccoovviieeeii e, 92,992 50,043 15,159
Purchased in-process research and development ................. 12,060 3,538 6,600
Business realignment costs (credits) .........cccccoen e, — {7,121) 13,031
Total operating BXpPenSes ..ot e e 347,521 122,810 59,831
Loss from operations ........oceveviivine e {288,414) {98,526) (55,687)
Other income (expense):
INEErESt INCOME ... 16,076 12,533 11,051
Interest expense™ ... (46,408) (20,647) (1,006)
Other expense, Net ... e e (1,777} (23) {20}
Total other income (expense), net ..........ccccoooevvei i, (32,109) (8,137) 10,025
Loss before provision for income taxes and minority
IIEEIESE Lo e (320,523) (106,863) (45,662)
Income tax benefit (provision) ... (635) 35 (417)
MInority interest ... 1,048 1,608 127
NELIOSS oo (320,110) (105,020) (45,952)
Less: Preferred stock dividends™ ... (20,810) — —
Accretion of issuance costs on preferred stock™ .......... (210) — —
Net loss applicable to common Shares ..........ccevveenn, $ (341,130) §$ (105,020) § (45,952)
| Basic and diluted net [0SS PEr ShAre ...........cc.ovcevveveeeivenneriinnnss $ (3.81) § (1.28) N/A®
. Weighted average shares used in per share calculation ........... 89,441 81,841 N/A
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At December

At December 29, At December 30, 31
2007 2006 " 2005 @

Consolidated Balance Sheet Data:
Cash, cash equivalents and marketable securities ............ $ 166,734 $ 200,685 % 459 231
Restricted cash™® ..o 75,000 75,000 —
Wireless spectrum licenses, Net ............c.o.oevevveeueerecernenn. 633,881 527,998® 45,467
GOOUWIll ....vie e 171,056 32,184 24,782
Other intangible assets, net ... 82,388 18,570 18,100
TOtal @SSEES ..vvvieviiieecciiieee e e 1,258,738 897,079 579,774
Long-term obligations, net of current portion ................... 320,782 298,030% 14,934
Redeemable Series A Senior Convertible Preferred
StOCK™ et 371,986 — —
Total stockholders’ equity!” ...........ccccovcervieeeiceven e, 228,765 469,178 —
Total members’ equity'™ ............cccooeviieriee e — — 539,364
(N On November 13, 2006, we completed a corporate conversion merger, whereby a wholly-owned subsidiary of

{4)

(5)

(6)

NextWave Wireless Inc. was merged with and into NextWave Wireless LLC (“"Corporate Conversion Merger”). As
a result of the merger, NextWave Wireless LLC became a whoily-owned subsidiary of NextWave Wireless Inc.
Under the terms of the merger agreement, NextWave Wireless Inc. issued one share of NextWave Wireless Inc.
common stock for each six membership units of NextWave Wireless LLC.

On April 13, 2005, pursuant to the plan of reorganization of the NextWave Telecom group, our equity securities
were distributed to the NextWave Telecom, Inc. (*"NTI”) equity holders and we were reconstituted as a company
with a new capitalization and a new wireless technology business plan. A summary of the assets and liabilities
contributed to us on April 13, 2005 is previded in the Notes to Consolidated Financial Statements included
elsewhere in this Annual Report. For more information on our emergence as a new wireless technology company,
see “ltem 1. Business-Our History.”

On July 17, 2006, we issued 7% Senior Secured Notes due 2010 (the “Notes”) in the aggregate principal amount
of $350.0 million. The Notes were issued at a fifteen percent (15%) original issue discount, resulting in gross
proceeds of $297.5 million. We are required to maintain a minimum balance of $75.0 million in cash or cash
equivalents from funds other than the proceeds of the Notes in a restricted collateral account at all times while the
Notes remain outstanding.

On March 28, 2007, we issued and sold 355,000 shares of our Series A Senior Convertible Preferred Stock (the
“Series A Preferred Stock”) at a price of $1,000 per share. We received $351.1 million in net proceeds from the
sale of the Series A Preferred Stock. We will be required to redeem alt outstanding shares of Series A Preferred
Stock, if any, on March 28, 2017, at a price equal to the liquidation preference plus unpaid dividends. Each share
of Series A Preferred Stock is convertible into a number of shares of our common stock equal to the liguidation
preference then in effect divided by $11.05 and is convertible at any time at the option of the holder, or at our
election after September 28, 2008, subject to the trading price of our common stock reaching $22.10 for a
specified period of time, subject to adjustment. The Series A Preferred Stock is entitled to receive quarterly
dividends on the liquidation preference at a rate of 7.5% per annum. Until March 2011, we can elect whether to
declare dividends in cash or to not declare and pay dividends, in which case the per share dividend amount will
be added to the liquidation preference. At December 29, 2007, the liquidation preference totaled $375.8 million. If
all shares of Series A Preferred Stock were converted at December 29, 2007, we would be obligated to issue 34.0
million shares of our common stock.

The increase in wireless spectrum licenses, net, during 2008, includes our July 2006 acquisition of WCS
Wireless, Inc. which resulted in the addition of $236.4 million of wireless spectrum licenses. The vatue assigned to
the wireless spectrum includes the cash purchase price of $160.5 million, legal costs of $0.1 million, and $75.8
million in associated deferred tax liabilities. We also acquired other licensed spectrum rights for $245.0 million in
cash and $4.0 million through the assumption of lease liabilities. These additions were reduced by amortization
during 2006 of $2.9 million.

Loss per share information is not presented for the period from inception (April 13, 2005) to December 31, 2005
as it would not be meaningful due to the Corporate Conversion Merger.
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ltem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

In addition to historical information, the following discussion contains forward-fooking statements that are subject to risks
and uncertainties. Our actual results could differ substantially from those anticipated by such forward-looking information
due to a number of factors, including but not limited to risks described in the section entitled Risk Factors and elsewhere
in this Annual Report. Additionally, the following discussion and analysis should be read in conjunction with the
consolidated financial statements and the notes thereto included elsewhers in this Annual Report.

OVERVIEW

2007 Highlights

. Our revenues for 2007 totaled $59.1 million compared to $24.3 million for 2008.
. During 2007, we completed the following acquisitions:
o] IPWireless, Inc.: |PWireless is a supplier of TD-COMA network equipment and subscriber

terminals. We acquired IPWireless in May 2007 for $151.2 million, which includes net cash paid
of $25.1 million, the fair value of common shares issued of $74.5 million and additional cash and
stock consideration of $51.6 million that was earned in 2007 upon the achievement by IPWireless
of certain operational mitestones. Of the 51.6 million in additional purchase consideration, $21.0
million will be deposited into an escrow account to settle any potential contingencies existing at
acquisition. Additional purchase consideration of up to $77.5 million may be paid to the seliing
shareholders of IPWireless in shares of our common stock and cash subject to the achievement
of specified operational milestones in 2008 and 2009. IPWireless is included in our Networks
business segment

WiMax Telecom AG: WiMax Telecom has obtained nationwide wireless broadband spectrum
concessions in Austria and Slovakia, and a major spectrum concession in Croatia and currently
operates WiMAX networks in Austria and Slovakia. We acquired WiMax Telecom for net cash
totating $19.5 million, including debt assumed and paid at closing of $5.8 million. WiMax Telecom
is included in our Strategic Initiatives business segment

GO Networks, Inc.: GO Networks is a devetoper of advanced mobile Wi-Fi network solutions for
service providers. We acquired GO Networks in February 2007 for net cash totaling $16.7 million,
including debt assumed and paid at closing of $1.3 million. Additional purchase consideration of
up to $25.7 million may be paid to the selling shareholders of GO Networks in shares of our
common stock and cash subject to the achievement of specified operational milestones in
February and August 2008. GO Networks is included in our Networks business segment

SDC Secure Digital Container AG (*SDC"): SDC is a developer of Java music clients for mabile
phones. In January 2007, we acquired SDC for net cash totaling $17.8 million. SDC is included in
our Multimedia business segment

Digital World Services AG (“DWS™): DWS is a provider of software solutions and services for
secure digital content delivery. In September 2007, we acquired DWS for net cash totaling $5.8
million, including debt assumed and paid at closing of $0.3 million. DWS is included in our
Multimedia business segment

Websky Argentina S.A. (“Websky"): Websky is a developer and operatoer of wireless broadband
services over licensed frequencies in Argentina. In October 2007, we acquired Websky for net
cash paid at acquisition of $13.2 million, plus an additional $1.8 million payable in equal monthly
installments over the one-year period following the acquisition date. Websky is included in our
Strategic Initiatives business segment

. In March 2007, we issued 355,000 shares of our redeemable Series A Senior Convertible Preferred
Stock, receiving net cash proceeds of $351.1 million.

. During 2007, we increased our gross wireless spectrum license assets both domestically and
internationally by an aggregate of $113.8 million, of which $46.0 million was acquired through business
acquisitions and $40.1 milion was acquired directly for cash of $34.5 milion and future lease
commitments of $5.6 million. The remaining increase was due to non-cash deferred tax liabilities and the
effects of foreign currency translation. In November 2007, we also paid deposits totaling $20.0 million to
lease wireless spectrum located in California.
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Our Business and Operating Segments

We are a mobile broadband and multimedia technology company that develops, produces, and markets mobile
multimedia and wireless broadband products, including device-embedded software for mobile handsets, mobile TV
systems, fourth generation (“4G”} wireless broadband semiconductors and mobile broadband network equipment. Qur
products and technologies are designed to power wireless networks and devices that enable cutting-edge mobile
multimedia and wireless broadband services. At present, our customers include many of the largest mobile handset and
wireless service providers in the world including Orange, Motorola, Nokia, NTT DoCoMo, Panasonic, Sony Ericsson, T-
Mobile, and Verizon Wireless.

We believe that mobile multimedia applications such as Mobile TV, video-on-demand, and streaming audio will be the
driving force behind global adoption of next-generation network fechnologies and end-user devices. Our business
activities are focused on developing the technologies and products that enable mobile operators and device
manufacturers to deliver these types of advanced mobile multimedia services to customers.

Our spectrum heldings, include licenses in the United States which cover over 248 million persons, or POPs, in many of
the largest metropolitan areas in the country, nationwide licenses in Austria, Croatia, Germany, Norway, Slovakia and
Switzerland and significant spectrum holdings in Canada.

Our mobile multimedia and wireless broadband products and technologies are developed and marketed through our
NextWave Network Products and NextWave Mobile Products operating units. During the fourth quarter of 2007, we
reorganized our businesses into four reportable business segments on the basis of products, services and strategic
initiatives. The four business segments are: Semiconductor, Multimedia, Networks, and Strategic Initiatives. The financial
results of NextWave Network Products and NextWave Mobile Products are reported in the Semiconductor, Multimedia,
and Networks business segments. We believe the breadth of products, technologies, spectrum assets and professional
services we offer represents a unique platform to provide advanced mobile multimedia and wireless broadband solutions
to the market. While our business units are intended to be profitable on a standalone basis, we believe that they will
provide synergistic value to each other and collectively drive accelerated market penetration and share of the rapidly
growing mobile multimedia and wireless broadband market.

NextWave Network Products

NextWave Network Products (“NNP7) includes the operations of IPWireless, which was acquired in May 2007, and GO
Networks, which was acquired in February 2007. NNP markets mobhile broadband network equipment and mobile TV and
multimedia multicast systems, based on the global Universal Mobile Telecommunications System (“UMTS") and Institute
of Electrical and Electronics Engineers (IEEE") 802.11 standards, to mobile operators around the world, In addition, NNP
provides mobile operator customers with a comprehensive suite of professional and value added services.

Mobile Broadband Network Equipment. NNP mobile broadband network equipment, based on the UMTS TD-CDMA,
standard, has been commercially deployed by mobile operators in more than a dozen countries, including the Czech
Republic, Germany, New Zealand, South Africa, Sweden, United Kingdom and the United States. In 2006, NNP's UMTS
TD-CDMA mobile broadband technology was selected by New York City's Department of Information Technology and
Telecommunications as part of a five-year contract awarded to Northrop Grumman for the deployment of a citywide,
public safety, mobile wireless network. To provide customers with an evolution path to emerging Fourth Generation (“4G”)
network technologies, in February 2008 NNP announced its next-generation base station platform that will be field
upgradeable to support Worldwide Interoperability for Worldwide Access ("WIMAX") and release 8 of the UMTS standard,
also known as Long Term Evolution (“LTE”).

Mobile TV and Multimedia Multicast Systems. NNP’s TDtv'™ mobile broadcast system, based on the Third Generation
Partnership Project (“3GPP") Multimedia Broadcast Multicast Service (“MBMS") standard, provides UMTS operators the
ability to deliver multi-channel mobile TV and other multimedia services using an underutilized portion of their existing
third generation (*3G") spectrum. Designed for easy integration into existing Wideband Code Division Multiple Access
("WCMDA") networks and next-generation WCMDA handsets, TDlv is being offered in combination with PacketVideo's
MediaFusion advertising platform which will provide operators the ability to generate targeted advertising revenues from
TDtv subscribers. On February 12, 2008, Orange and T-Mobite announced that they will conduct a six month commercial
pilot of TDtv in London. We believe that this commercial pilot along with the rapid growth of the mobile TV market will
provide us with expanded opportunities to market our TDtv multicast solution to UMTS network operators and device
manufacturers around the world.

NNP’s MXtv™ mobile broadband system, announced in March 2008, is based on the 802.16e WiMAX standard and
provides WiMAX operators the ability to deliver a broad range of rich and personalized multimedia services including
mobile TV, interactive services, and digital audio without having to invest in new spectrum or additional network
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infrastructure. Similar to TDtv, NextiWave MXtv will provide mobile operators the ability to use PacketVideo’'s MediaFusion
platform to generate revenues via the delivery of user-specific advertising. NNP has executed joint development
agreements with Huawei Technologies USA and Alcatel-Lucent under which these two globa! network infrastructure
providers will integrate MXtv technology into their end-to-end WiMAX network solutions.

Carrier-Grade Mobile Wi-Fi Systems. NNP’s family of carrier-class micro, pico and femto mobile Wi-Fi base stations have
been deployed by numerous mobile operators, internet Service Providers, and municipalities around the world. All of
NNP’s Wi-Fi platforms utilize advanced xRF™ adaptive-beamforming, smart-antenna technology and a cellular-mesh Wi-
Fi architecture to deliver wide-area Wi-Fi network solutions with the performance and economics required by service
providers. NNP has announced its roadmap to integration ang availability of it WiMAX LTE capabilities into its line of micro
and pico base stations including hybrid Wi-Fi/LTE network solutions.

Value-Added and Professional Services. To support sales of its mobile broadband and multimedia systems, NNP provides
its customers with a full array of professional and value-added services, including RF and core network design services,
network implementation and management services, and back-office service solutions, Voice-over-Internet-Protocol
{“VolP"} implementation, and wireless backhaul solutions To demonstrate the capabilities of its products and services,
NNP had implementing a comprehensive test network in Las Vegas, Nevada.

NextWave Mobile Products.

NextWave Mobile Products ("NMP") includes the operations of our Multimedia business segment, which solely consists of
our PacketVideo subsidiary, the world's largest independent supplier of mobile multimedia software solutions, and our
Semiconductor business segment, which is developing advanced wireless semiconductors including OFDM-based
WiMAX and LTE chipsets.

Multimedia Software. Our PacketVideo subsidiary supplies device-embedded multimedia software to many of the world's
largest wireless carriers and wireless handset manufacturers, who use it to transform a mobile phone into a feature-rich
multimedia device that provides people with the ability to stream, download and play video and music, receive live TV
broadcasts, and engage in two-way video telephony. PacketVideo has been contracted by some of the world's largest
carriers, such as Orange, NTT DoCoMo, T-Mobile, Verizon Wireless and Vodafone to design and implement the
embedded multimedia software capabilities contained in their handsets. In addition, PacketVideo is a founding member of
the Open Handset Alliance (“OHA"), led by Google, and will be supplying the multimedia software subsystem for the
OHA's mobile device Android™ platform. We believe that by joining the OHA, PacketVideo will be uniquely positioned to
market its full suite of enhanced software applications to Android application developers. PacketVideo's software is
compatible with virtually all network technologies including CDMA, GSM, WiMAX, LTE, and WCDMA. To date, over 200
million PV-powered handsets have been shipped by PacketVideo's service provider and device manufacturer customers.

To further enhance its market position, PacketVideo has invested in the development and acquisition of a wide range of
technologies and capabilities to provide its customers with software solutions to enable home/office digital media
convergence using communication protocols standardized by the Digital Living Network Alliance™ (“DLNA™"). An
example is PacketVideo's PVConnect™ platform that provides for content search, discovery, organization and content
delivery/sharing between mobile devices and consumer electronics products connected to an Intarnet Protoco! (“iP")-
based network. This innovative platform is designed to provide an enhanced user experience by intelligently responding to
user preferences based on content type, day-part, and content storage location. In addition, PacketVideo’s patented
Digital Rights Management (“DRM"} solutions, already in use by many wireless carriers globally, represent a key enabler
of digital media convergence by preventing the unauthorized access or duplication of multimedia content used or shared
by PacketVideo-enabled devices.

We believe that the continued growth in global shipments of high-end handsets with multimedia capabilities, increasing
demand for home/office digital media convergence solutions, and the acceleration of global deployments of mobile
broadband networks optimized to support mobile multimedia applications will substantially expand the opportunity for
PacketVideo to license its suite of multimedia software solutions to service providers and to handset and consumer
electronic device manufacturers.

Multimedia Devices. To help drive market adoption of mobile TV technology and related PacketVideo products,
PacketVideo recently introduced its Mobile Broadcast Receiver, a matchbox-size hardware device that enables virtually
any mobile Wi-Fi device to play mobile broadcast TV. The mobile receiver decodes a digital TV signal, repurposes it for
use on a mobile device, and then sends the mobile TV content over Wi-Fi to the handset. The PacketVideo receiver uses

(

patented protocols to ensure optimum rendering of the TV signal on the playback device and provides secure access to -

premium channels. This allows mobile subscribers to upgrade to advanced mobile TV services without a requirement to
change their handsets. PacketVideo intends to manufacture several versions of the Mobile Broadcast Receiver to support
TDtv, MXtv, Digital Video Broadcasting - Handheld ("DVB-H"), and MediaFLO mobile TV systems.
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Semiconductors. Over 536 engineers at NMP are developing a family of mobile broadband semiconductor products based
on OFDM technologies such as WIMAX and LTE. NMP’s initial focus is to market multi-band RF chips and high-
performance, digital baseband WiMAX chips to wireless device and network equipment manufacturers who require an
advanced platform to develop next-generation WiMAX mobile terminal and infrastructure products optimized for mobile
multimedia applications such as mobile TV, Samples of our first-generation NW1000 chipset family, which includes a
WIMAX baseband system-on-a-chip (*SOC") and matched multi-band Radio Frequency integrated Circuits (“RFIC™),
became available in the third quarter of 2007. Initial availability of our second-generation NW2000 chipset family, which
will be contain our MXtv mobile multicast technology, is planned for the first half of 2008. The NW2000 chipset family will
be NMP's first chipset family designed for high-volume commercial production. In addition, NMP is developing a family of
handset and media player reference designs to highlight the features of its subscriber station semiconductor products.
Furthermore, in advance of prospective commercial deployments by network operators of NMP's TDtv mobile broadcast
system, NMP is preparing for high-volume, commercial production of a TDtv Device Integration Pack (“DIP"). The TDtv
DIP which mcludes a low-power TDtv System in Package (SiP), a complete MBMS software stack, and PV
MediaFusion™ multimedia client software, is designed to provide device vendors an easy, low-cost way to integrate TDiv
technology into their handset products.

The primary design objectives of NMP’s current and future semiconductor products and technologies, which are intended
to be sold or licensed to network infrastructure vendors, device manufacturers and service providers worldwide, are to:

. Improve the perfermance, service quality, and economics of mobile broadband networks and enhance
their ability to cost-effectively handle the large volume of network traffic associated with bandwidth-
intensive and/or Quality of Service ("QoS"), applications such as mobile TV, video-on-demand (“VOD"),
streaming audio, two-way video telephony, VoIP telephony, and real-time interactive gaming;

. Improve the performance, power consumption and cost characteristics of WiMAX and LTE subscriber
terminals;
. Improve the degree of interoperability and integration between Wi-Fi and WIMAX/LTE systems for both

Local Area Networks (“LANs") and Wide Area Networks (“WANs"); and

. Improve service provider economics and roaming capabilities by enabling WiIMAX and LTE enabled
devices to seamlessly operate across multiple frequency bands including certain unlicensed bands.

Strategic Initiatives

To help drive sales of our products and technologies, we have acquired licensed spectrum in the United States, Canada,
Argentina, Germany, Switzerland, Austria, Slovakia and Croatia. We believe that our spectrum assets will provide for
additional opportunities for selling products and services to the service providers, that require our spectrum assets for the
provision of wireless broadband services, on a significantly larger scale than the typical opportunities being served. The
financial results of our spectrum acquisition activities, both domestically and internationally, are reported under our
Strategic Initiatives business segment,

To date, we have acquired licensed spectrum and entered into long-term leases that provide us with exclusive leasehold
access to licensed spectrum throughout the United States. Our spectrum portfolio covers approximately 248.9 million
POPs across the United States, of which licenses covering 136.4 million POPs are covered by 20 MHz or more of
spectrum, and licenses covering an additional 98.7 million POPs are covered by at least 10 MHz of spectrum. In addition,
a number of markets, including much of the New York metropolitan region, are covered by 30 MHz or more of spectrum.
While we believe that all of our spectrum assets can support commercially viable wireless broadband services, we expect
that those licenses which have over 20 MHz of spectrum will provide operators with improved capacity and network
performance. We believe that this spectrum footprint, which includes 15 of the top 20 Cellutar Market Areas (“CMAs”") and
eight of the top ten CMAs in the United States, will be attractive to service providers who wish to deploy wireless networks
that utilize our advanced products and technologies. Our domestic spectrum resides in the 2.3 GHz Wireless
Communication Services (*WCS"), 2.5 GHz Broadband Radio Service (“BRS")/Educational Broadband Service (“EBS"),
and 1.7/2.1 GHz Advanced Wireless Services (“AWS”) bands and offers propagation and other characteristics suitable to
support high-capacity, mobile broadband services.

The financial results of our spectrum acquisition activities, both domestically and internationally, are reported under our
Strategic Initiatives business segment.
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Results of Operations

Our results of operations include the results of operations of acquired companies from the date of the respective
acquisitions.

Comparison of Our Fiscal Year Ended December 29, 2007 to Our Fiscal Year Ended December 30, 2006
Revenues

Total revenues for 2007 were $59.1 million, as compared to $24.3 million for 2006, an increase of $34.8 million. Total
revenues for 2006 consisted entirely of revenues generated by our PacketVideo subsidiary. The $34.8 million increase in
revenues in 2007 was attributable to the following:

. $20.9 million of hardware revenues recognized in 2007 from sales of wireless broadband and mobile
broadcast network products and services by our Networks business segment, including our IPWireless
and GO Networks subsidiaries, acquired in 2007;

. $12.0 million increase in technology licensing and service revenues in the Multimedia segment from unit
sales growth and market penetration of mobile subscriber services by PacketVideo's customer base,
which includes wireless operators and device manufacturers; and

. $1.9 million of technology licensing and service revenues recognized in 2007 primarily from customer
subscriptions for the WIMAX network operated by our WiMax Telecom subsidiary, acquired in 2007,
which is included in our Strategic Initiatives segment.

Sales to three customers accounted for 39%, 18% and 11% of our consolidated revenues during 2007.

In general, the financial consideration received from wireless carriers and mobile phone and wireless device
manufacturers is primarily derived from a combination of technology development contracts, royalties, software support
and maintenance and wireless broadband products.

Since our inception in April 2005 through December 29, 2006, all of our revenues were generated by our PacketVideo
subsidiary. In 2007, we also generated revenues through our newly acquired subsidiaries, IPWireless and GO Networks.
We believe that PacketVideo, IPWireless and GO Networks will continue to account for a substantial portion of our
revenues in 2008. Following the development and expected commercialization of our mobile broadband semiconductors,
network components, and technologies by our Semiconductor segment, we believe that the sale or licensing of our
proprietary chipsets, network components and device technologies will become an additional source of recurring revenue.

We expect that future revenues will be affected by, among other things, new product and service introductions,
competitive conditions, customer marketing budgets for introduction of new subscriber products, the rate of expansion of
our customer base, the build out rate of networks that utilize our Wi-Fi and WiMAX technologies, services and products,
price increases, subscriber device life cycles, demand for wireless data services and acquisitions or dispositions of
businesses or product lines.

Operating Expenses

Year Ended
December 29, December 30,

fin miffions) 2007 2006 Increase
Cost of technology, licensing and service revenues ..., $ 221 % 121§ 10.0
Cost of hardware revenuUES ...........ccvvieevireeee e 41.0 — 41.0
Engineering, research and development ... 149.6 54.3 95.3
Sales and Marketing ......cccooeoeiieiin et 29.7 10.0 19.7
General and administrative ..........ccccooovee e 93.0 50.0 43.0
Purchased in-process research and development costs .............. 12.1 35 8.6
Business realignment costs (credits) ... — {7.1) 7.1

Total operating EXPENSES ..........ccorveiree e $ 3475 § 1228 % 2247

Cost of Revenues

Of the increase in cost of revenues in 2007, $41.0 million was attributabte to hardware cost of revenues associated with
sales of wireless broadband and mobile broadcast network products and services by our Networks business segment,
which includes our IPWireless and GO Networks subsidiaries acquired in 2007. The Networks segment outsources its
product manufacturing to third-party subcontractors and these costs make up the substantial majority of cost of revenues
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for the Networks business segment. Included in hardware cost of revenues is approximately $1.4 million related to the
slep-up in the basis of inventory acquired from [IPWireless that was sold in 2007,

The increase in technology licensing and services cost of revenues in 2007 is partially due to a $5.1 million increase in
cost of revenues in our Multimedia segment, resulting from higher purchased intangible asset amortization expense of
$1.0 million from certain business acquisitions in 2007 and 2006. Technology licensing and services cost of revenues for
the Multimedia segment primarily includes direct engineering labor expenses, allocated overhead costs, costs associated
with offshore contract labor costs, other direct costs related to the execution of technology development contracts as well
as amortization of acquired software and other costs. The remaining $4.9 million increase in technology licensing and
services cost of revenues in 2007 primarily relates to costs to operate and maintain the WiMAX network being operated
by our WiMax Telecem subsidiary, acquired in July 2007, which is included in our Strategic Initiatives segment.

Included in cost of revenues in 2007 and 2006 is $13.5 million and $1.5 million, respectively, of purchased intangibles
amortization expense primarily resulting from our acquisitions of Packet Video in 2005, and IPWireless, GO Networks and
WiMax Telecom in 2007. Also included in cost of revenues in 2007 and 2006 is $0.4 million and $17,000, respectively, of
share-based compensation expense.

We believe that cost of revenues as a percentage of revenue for future periods will be affected by, among other things,
the integration of acquired businesses in addition to sales volumes, competitive conditions, royalty payments by us on
licensed technologies, changes in average selling prices, and our ability to make productivity improvements through
continual cost reduction programs.

Engineering, Research and Development

Engineering, research and development expenses primarily consist of the costs for the internal and external development
of our wireless broadband products and technologies, including our chipsets. Of the $95.3 million increase in engineering,
research and development expenses in 2007, $51.1 million is due primarily io the expansion of the engineering
development organization and development activities in our Semiconductar segment relating to the pre-commercialization
of our 65 nanometer WiMAX baseband and RFIC integrated circuits.

The increase in engineering, research and development expenses in 2007 is also due to the research and development
activities at our Networks segment, including the IPWireless and GO Networks subsidiaries, which were acquired in 2007,
and which accounted for $35.2 million of the increase.

The remaining $9.0 million increase in engineering, research and development expenses in 2007 is attributable to costs
for the internal and external development of our PacketVideo multimedia software applications at the Multimedia segment.
Of this increase, $3.1 million is due to business acquisitions in 2007 and 2006 and the remainder is due to increased
engineering headcount.

Included in engineering, research and development expenses in 2007 and 2006 is $0.9 million and $0.4 million,
respectively, of purchased intangibles amortization expense primarily resulting from our acquisitions of GO Networks and
iPWireless in 2007. Also inciuded in engineering, research and development expenses in 2007 and 2006 is $8.6 million
and $2.1 million, respectively, of share-based compensation expense.

Over the past fifteen months, the Semiconductor segment has progressed from early stage WiMAX development to pre-
commercialization of its family of WiMAX integrated circuit products. To accomplish our business and financial abjectives
of commercializing these products in 2008 and beyond, we have added the required complement of engineering and
product development staff. In addition to augmenting the staff of our Base Station Development teams in the Networks
segment, primarily through IPWiretess and GO Networks, we have increased the staff of our Semiconductor segment to
produce WiMAX baseband, network and radio frequency integrated circuit products.

Largely due to our planned increase in engineering personnel coupled with our business acquisitions to further our
WIMAX related and other technology development initiatives, we expect our engineering, research and development
expenses to increase over the next twelve months.

Sales and Marketing

Of the increase in sales and marketing expenses, $13.7 million directly resulted from our business acquisitions since
QOctober 2006, primarily our acquisitions of IPWireless, GO Networks and WiMax Telecom in 2007.

Overall, the increase in sales and marketing expenses reflects increases in spending for compensation and associated
costs for marketing and sales personnel of $13.4 million, expenses associated with marketing and promotional activities of
$3.0 million, share-based compensation of $2.1 million and amortization of intangible assets of $1.2 mitlion.
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Included in sales and marketing expenses in 2007 and 2006 is $2.0 million and $0.8 million, respectively, of purchased
intangibles amortization expense primarily resulting from our acquisitions of Packet Video in 2005, and IPWireless, GO
Networks, and WiMax Telecom in 2007. Also included in sales and marketing expenses in 2007 and 2006 is $2.4 million
and $0.3 million, respectively, of share-based compensation expense.

We expect sales and marketing expenses to increase in absolute terms with the growth of our global business in the
upcoming year, primarily from the addition of international sales offices and related personnel costs to support company
products and services.

General and Administrative

Of the increase in general and administrative expenses during 2007, $11.1 miliion directly resulted from our business
acquisitions since October 2006, primarily our acquisitions of IPWireless, GO Networks and WiMax Telecom.

Overall, the increase in general and administrative expenses reflects increases in spending for compensation and
associated costs of general and administrative personnel of $31.1 million, amortization of intangible assets of $4.8 million,
professional fees of $5.7 million, and share-based compensation of $2.0 million, offset by $0.6 million in lower losses on
disposal of property and equipment.

Included in general and administrative expenses in 2007 and 2006 is $6.3 million and $2.9 million, respectively, of
amortization of finite-lived wireless spectrum licenses, and $1.6 million and $0.2 million, respectively, of purchased
intangibles amortization expense primarily resulting from our acquisitions of Packet Video in 2005, and GO Networks and
IPWireless in 2007. Also inctuded in general and administrative expenses in 2007 and 2006 is $4.7 million and $2.7
million, respectively, of share-based compensation expense.

We expect that general and administrative costs will increase in absolute terms due to our business acquisitions and as
we hire additional personnel and incur costs related to the anticipated growth of our business and our global operations.
We also expect an increase in our general and administrative expenses to occur as a result of our efforts to develop and
protect intellectual property rights, including expenses associated with the identification and documentation of intellectual
property, the preparation and prosecution of patent applications and as we incur additional expenses associated with
being a publicly traded company, including expenses associated with comprehensively analyzing, documenting and
testing our system of internal controls and maintaining our disclosure controls and procedures as a result of the regulatory
requirements of the Sarbanes-Oxley Act.

Purchased In-Process Research and Development Costs

Purchased in-process research and development costs totaled $12.1 million and $3.5 million during 2007 and 2006,
respectively. In 2007, purchased in-process research and development consisted of the assigned value of IPWireless's
SoC3 wireless device chip development project of $11.2 million and SDC's video and audio software for handsets
development project of $0.9 million. In 2006, purchased in-process research and development consisted of the assigned
value of CYGNUS Communications Inc.'s ("CYGNUS") 802.16e base station and low power ASIC products development
project of $1.9 million and Tusonic's server and database applications for delivering music-related content using web
services development project of $1.6 million. The values allocated to purchased in-process research and development
costs were based on projects that had not reached technological feasibility and had no alternative future uses and were
determined through established valuation techniques used in the high technology industry. These costs were expensed at
the respective dates of acquisition.

Interest Income

Interest income for 2007 was $16.1 million, as compared to $12.5 million for 2006, an increase of $3.6 million, and
consisted of interest earned during the respective periods on our unrestricted and restricted cash, cash equivalents and
marketable securities balances, which totaled $241.7 million and $275.7 million at the end of 2007 and 2008, respectively.

Interest income in the future will be affected by changes in short-term interest rates and changes in our cash, cash
equivalents and marketable securities balances, which may be materially impacted by development plans, acquisitions
and other financial or equity activities.

Interest Expense

Interest expense for 2007 was $46.4 million, as compared to $20.6 million for 2006, an increase of $25.8 million. Our
issuance of $350.0 million in principal amount of 7% Senior Secured Notes in July 2006 accounted for $23.7 million of the
increase and the accretion of discounted wireless spectrum license lease liabilities acquired during 2006 and 2007
accounted for $0.8 million of the increase. The remainder of the increase of $1.3 million consists primarily of interest on
debt assumed in connection with our acquisitions during 2007 and the accretion of the value of the put/call option to
acquire the WiMax Telecom minority interest.
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Our interest expense will continue to increase during 2008 primarily due to higher amortization of the discount and debt
issue costs related to our 7% Senior Secured Notes, accrual of interest for a full year on debt assumed in connection with
our 2007 acquisitions and interest accreted on our newly acquired spectrum lease liabilities.

Other Income (Expense), Net

Other expense, net, for 2007 was $1.8 million compared to $23,000 in 2006, an increase of $1.8 million. The change in
the estimated fair value of the Series A Senior Convertible Preferred Stock embedded derivatives accounted for $0.8
million of the increase and net foreign currency exchange losses accounted for $0.2 million of the increase.

Provision for Income Taxes

The effective income tax rate for 2007 was 0.2%, resulting in a $0.6 million income tax provision in 2007 on our pre-tax
loss of $320.5 million which primarily refates to income taxes in foreign jurisdictions. The effective tax rate in 2007 was
unfavorably impacted by the recording of $100.0 million of valuation allowances on the increase in our U.S. net deferred
tax asset balance. The effective income tax rate for 2006 was 0.0%, resulting in no income tax provision in 2006 on our
pre-tax loss of $106.7 million. The effective tax rate in 2006 was unfavorably impacted by the recording of a $41.3 million
of valuation allowance on the increase in our U.S. net deferred tax asset balance.

Minority Interest

Minority interest during 2007 and 2006 of $1.0 million and $1.6 million, respectively, primarily represents the minority
shareholder's share of losses to the extent of their capital contributions in Inquam Broadband Holding Limited (“Inquam”).
In October 2007, we acquired the remaining minority interest ownership in Inquam.

Comparison of Qur Fiscal Year Ended December 30, 2006 to Our Period From Inception {(April 13, 2005) to
December 31, 2005

Revenues

Revenues for 2006 were $24.3 million compared to $4.1 million for the pericd from inception (April 13, 2005) to December
31, 2005, an increase of $20.2 million. The increase in revenue resulted primarily from unit sales growth and market
penetration of mobile subscriber services by PacketVideo's customer base, which includes wireless operators and device
manufacturers, and from higher contract revenues from our PacketVideo subsidiary, which resulted from growth in
technology development contracts, addressing an increasing number of wireless devices in which PacketVideo
technology is embedded, in addition to the inclusion of PacketVideo's revenues for a full twelve months in 2006.
Additionally, certain revenues reported by PacketVideo licensees during the period from our acquisition in July 2005 to
December 31, 2005, were not recognizable by us under Emerging Issues Task Force (“EITF") Issue No. 01-3, Accounting
in a Business Combination for Deferred Revenue of an Acquiree, as these represented customer revenues that were
generated prior to our acquisition of PacketVideo.

Operating Expenses

Inception
(April 13,
Year Ended 2005) to
December 30, December 31, Increase
{in millions) 2006 2005 __(Decrease)
COSt OF TEVEIIES ..eeiieeiiici ittt e e e e emee e s e enaene s S 121§ 46 3 7.5
Engineering, research and development ..., 54.3 17.5 36.8
Sales and Marketing ..o 10.0 3.0 7.0
General and adMINIStTALIVE ..o e, 50.0 15.1 349
Purchased in-process research and development .........cocooieeeiieiiiieicenenne, 35 6.6 (3.1)
Business realignment COSIS .......oooiviieeeeeieie ettt eeeae s (7.1) 13.0 (20.1)
Total 0Perating eXPeNSES ......cooevvvvveeiiieieeetet et sts e s srseie s s s eiess s s $ 1228 % 598 § 63.0

Cost of Revenues

The $7.5 million increase in cost of revenues for our PacketVideo subsidiary during 2006 includes higher amortization
expenses of $0.9 million for the purchase of intangible assets related to the acquisition of PacketVideo, resulting from a
full year of amortization in 2006. Cost of revenues includes direct engineering labor expenses, allocated overhead costs,
costs associated with offshore contract labor costs, other direct costs related to the execution of technology development
contracts as well as amortization of acquired software and other costs.
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Engineering, Research and Development

Costs for the internal and external development of cur wireless broadband products and technologies, including our
chipsets, for 2006 were $42.9 million compared to $15.2 million for the period from inception (April 13, 2005) to December
31, 2005, an increase of $27.7 million which is due primarily to the expansion of the engineering development
organization and inclusion of expenses for a full twelve months in 2006 and higher losses incurred by our strategic
investment of $1.3 million.

Costs for the internal and external development of our PacketVideo software for 2006 were $11.4 million compared to
$2.3 million for the period from inception (April 13, 2005) to December 31, 2005, an increase of $9.1 million, which is due
primarily to the inclusion of expenses for a full twelve months in 2006, additional 2006 acquisitions by PacketVideo and an
increase in headcount in the engineering development organization.

Share-based compensation within engineering, research and development for 2006 totaled $2.1 million.
Sales and Marketing

PacketVideo and NextWave accounted for $4.9 million and $2.1 million of the increase in 2008, respectively. The
increases are comprised primarily of increased spending for compensation and associated costs for marketing and sales
personnel of $6.1 million, share-based compensation of $0.3 million, expenses associated with marketing and promotional
activities of $0.3 million, and amortization expenses related to intangible assets of $0.3 million.

General and Administrative

NextWave and PacketVideo accounted for $31.9 million and 3$3.0 million of the increase in 2008, respectively. These
increases, which are affected by the inclusion of expenses for a full twelve months in 2008, are comprised primarily of
increased spending for compensation and associated costs of general and administrative personnel of $24.6 million,
professional fees of $6.2 million, amortization of intangible assets of $1.4 million, and share-based compensation of $2.7
million.

Purchased In-Process Research and Development Costs

Purchased in-process research and development costs totaled $3.5 million and $6.6 million during 2006 and 2005,
respectively. In 2006, purchased in-process research and development consisted of the assigned value of CYGNUS'’s
802.16e base station and low power ASIC products development project of $1.9 million and Tusonlc's server and
database applications for delivering music-related content using web services development project of $1.6 million. In
2005, purchased in-process research and development represents the assigned value of PacketVideo's music on demand
software, reference design platform and internet signaling protocol project. The values allocated to purchased in-process
research and development costs were based on projects that had not reached technological feasibility and had no
alternative future uses and were determined through established valuation techniques used in the high technology
industry. These costs were expensed at the respective dates of acquisition.

Business Realignment Costs

Business realignment costs for the period from inception (April 13, 2005) to December 31, 2005 were $13.0 million and
include non-cash impairment costs of $5.9 miilion for certain hardware and service costs deemed to have no value in
consideration of current technology and then-anticipated test site plans in Henderson, Nevada. The impairment loss
recognized was equal to the carrying value of impaired assets. Additionally, we accrued $7.1 million related to minimum
purchase obligations that we believed we would not utilize due to the then-anticipated technology and market trial plans in
Henderson, Nevada. In the fourth quarter of 2006, we renegotiated this minimum purchase obligation with the vendor and
reversed the 2005 accrual to reflect the reduction in the contractual cbligation.

Interest Income

Interest income for 2006 was $12.5 million compared to $11.1 million for the period from inception (April 13, 2005) to
December 31, 2005, an increase of $1.4 million, and consisted of interest earned during the respective periods on our
unrestricted and restricted cash and investment balances, which totaled $275.7 million and $459.2 million at the end of
2006 and 2005, respectively.

Interest Expense

Interest expense for 2006 was $20.6 million compared to $1.0 million for the period from inception (April 13, 2005) to
December 31, 2005, an increase of $19.6 million. Our issuance of $350.0 million in principal amount of 7% Senior
Secured Notes in July 2006 accounted for $19.2 million of the increase. The remainder of the increase of $0.4 million
consists primarily of the accretion of discounted wireless spectrum license lease liabilities acquired in 20086.
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Provision for Income Taxes

The effective income tax rate for 2006 was 0.0%, resulting in no income tax provision in 2006 on our pre-tax loss of
$106.7 million. The effective tax rate in 2006 was unfavorably impacted by the recording of $41.3 miltion of valuation
allowance on the increase in our U.S. net deferred tax asset balance. The effective income tax rate for the period from
inception (April 13, 2005) to December 31, 2005 was a negative 0.9%, resulting in an income tax provision of $0.4 million
on our pre-tax loss of $45.7 million. The effective tax rate in 2005 was unfavorably impacted by the recording of $17.1
million of valuation allowance on the net increase in our U.S. deferred tax asset balance.

Minority Interest

Minority interest for 2006 was $1.6 million compared to $0.1 million for the period from inception {(April 13, 2005) to
December 31, 2005. Minority interest in 2006 primarily represents our minority partner's share of losses in Inquam
Broadband. Minority interest in 2005 represents the minority shareholders’ share of losses in CYGNUS.

Segment Results

During the fourth quarter of 2007, we recrganized our businesses into four reportable business segments on the basis of
products, services and strategic initiatives. The four business segments are: Semiconductor, Multimedia, Network and
Strategic Initiatives. Results for our reportable operating segments for 2007 are as follows. Segment information for all
periods prior to 2007 has not been provided as it would be impracticable to do so.

Semi- Strategic Other or

(in mitfions) conductor Multimedia Networks Initiatives Unallocated Consolidated
Revenues from external

CUSIOMETS ....ocevvvcrecrveneas $ —$ 363 % 209 % 19 % — § 59.1
Depreciation and

amortization expense ....... 1.1 5.0 18.1 42 7.9 36.3
Purchased in-process

research and

development costs ........... — 0.9 11.2 — — 12.1
Loss from operations ........... (67.9) (24.8) (142.3) (13.3) (40.1) (288.4)

Liquidity and Capital Resources

We have funded our operations, acquisitions, strategic investments and wireless spectrum license acquisitions primarily
with the $550.0 million in cash received in our initial capitalization in April 2005, the net proceeds of $295.0 million from
the issuance of our 7% Senior Secured Notes in July 2006 and the net proceeds of $351.1 million from our issuance of
Series A Senior Convertible Preferred Stock in March 2007. Qur total unrestricted cash, cash equivalents and marketable
securities at December 29, 2007 totaled $166.7 million.

The following table presents working capital, cash, cash equivalents and marketable securities:

Increase
(Decrease) Decrease
for the for the
Year Ended Year Ended
December 29, December 29, December 30, December 30, December 31,
(in miltions) 2007 2007 2006 2006 2005
Working capital ..........c.ccoevvvenenn. $ 56.1 § (110.2) $ 166.3 $ (290.1) § 456.4
Cash and cash equivalents ........ 53.0 200 33.0 (60.8) 93.6
Marketable securities ................. 113.7 {54.0) 167.7 (197.9) 365.6
Total cash, cash equivalents
and marketable securities .... $ 166.7 $ (34.0) $ 200.7 % (258.5) $ 459.2
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Uses of Cash, Cash Equivalents and Marketable Securities

The following table presents our utilization of cash, cash equivalents and marketable securities for the years ended
December 29, 2007, December 30, 2006 and for the period from inception (April 13, 2005) to December 31, 2005:

Inception
(April 13,
Years Ended 2005} to
December 29, December 30, December 31,
(in millions) 2007 2006 2005
Beginning cash, cash equivalents and marketable securities ......... $ 2007 % 4592 % 555.1
Proceeds from the issuance of Series A Senior Convertible
Preferred Stock, net of issuance costs ... 3511 —_ —
Proceeds from 7% Senior Secured NGteS ... — 295.0 —
Payment to restricted cash account securing long-term obligation . — (75.0) -
Cash paid for business combinations, net of cash acquired ........... (99.2) (8.4) {51.1)
Cash paid for acquisition of wireless spectrum licenses and
subsequent lease obligations ..., {57.5) (402.7) {18.8)
Cash used by operating activities ... {196.3) (56.3) (18.7)
Purchases of property and equipment .........cccooiicien {29.9) (13.0) {7.3)
OFhET, NMBE Lo e (2.2) 1.9 —
Ending cash, cash equivalents and marketable securities ............. $ 166.7 § 2007 & 459.2

The decrease in cash, cash equivalents and marketable securities of $34.0 million during 2007 is primarily due to $99.2
million in net cash paid in business combinations, $57.5 million in cash paid for wireless spectrum licenses and
subsequent lease obligations, cash used in operating activities of $196.3 million and purchases of property and equipment
of $29.9 million, offset by the net proceeds of $351.1 million from our issuance of Series A Senior Convertible Preferred
Stock in March 2007.

The decrease in cash, cash equivalents and marketable securities of $258.5 million during 2008, primarily reflects $402.7
million in cash paid for wireless spectrum licenses and subsequent lease obligations, $75.0 million paid into a restricted
cash account to secure our 7% Senior Secured Notes, cash used in operating activities of $56.3 million, purchases of
property and equipment of $13.0 million and $8.4 million in net cash paid in business combinations offset by the net
proceeds of $295.0 million from our issuance of 7% Senior Secured Notes.

The decrease in cash, cash equivalents and investments of $95.9 million during the period from inception (April 13, 2005)
to December 31, 2005, primarily reflects $51.1 million in net cash paid to acquire PacketVideo and to capitalize our joint
venture investment, $18.8 million in cash paid for wireless spectrum licenses and subsequent lease cbligations, cash
used in operating activities of $18.7 million and purchases of property and equipment of $7.3 million.

Significant Investing Activities in 2007

During 2007, we completed six business combinations resulting in net cash paid of $37.9 million, which includes cash
paid to the selling shareholders and closing costs of $97.0 million and the assumption of $7.4 million in debt which was
paid at closing, less cash acquired of $6.4 million. In addition, we paid an aggregate of $1.3 million to acquire the minority
interest in Inquam Broadband and for certain escrow holdbacks and deferred earn out payments related to one of our
2006 acquisitions.

At December 29, 2007, we have accrued for $51.6 million in additional purchase consideration payable to the selling
shareholders of IPWireless as a result of the achievement of certain revenue milestones in 2007 as specified in the
acquisition agreement. Of the total amount accrued, $1.3 million is expected to be paid in cash and $50.3 million is
expected to be paid through the issuance of shares of our common stock. The actual number of shares to be issued will
be based on the average closing price of our common stock for the 30 consecutive trading days ending with the third
trading day immediately preceding the actual payment date. We anticipate that the substantial majority of the amount due
will be paid in March 2008.

Additional purchase consideration of up to $77.5 million may be paid to the selling shareholders of IPWireless based upon
the achievement of certain revenue milestones in 2008 and 2009, inclusive, as specified in the acquisition agreement,
with potential payments of up to $24.2 million in 2009 and up to $53.3 million in 2010. If earned, up to $56.3 million of
such additional consideration will be payable in cash or shares of common stock at our election, up to $18.7 million of
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such amounts will be payable in cash or shares of common stock at the election of the representative of IPWireless
shareholders and up to $2.5 million is required to be paid in cash.

Additional purchase consideration of up to $25.6 million and $0.1 million may be paid to the selling shareholders of GO
Networks in shares of our common stock and cash, respectively, subject to the achievement of certain operational
milestones in February and August 2008. We expect to complete our analysis of the February 2008 milestone
measurement by March 30, 2008,

During the 2007, we also consummated transactions to acquire licensed wireless spectrum rights totaling $54.5 million,
which includes the acquisition of all of the outstanding shares of common stock of 4253311 Canada Inc., a Canadian
company whose assets are comprised almost entirely of wireless spectrum, far $26.2 million in cash, and the acquisitions
of spectrum in other locations, including Switzerland, Texas and lllinois, for a total of $8.3 million in cash and $5.6 million
in future lease obligations. In November 2007, we entered into definitive agreements to lease wireless spectrum located in
California for initial payments aggregating $20.0 million, plus annual lease payments approximating $0.8 million through
2017. The leases expire on various dates through 2017 and each provides for three consecutive 10-year renewals.

Capital expenditures totaled $29.9 million during 2007 and were primarily related to our acquisition of a build-to-suit office
building in Las Vegas, Nevada, interior improvements to our leased facilities in San Diego, California and expansions of
our lab facilities and semiconductor test equipment assets.

Significant Financing Activities in 20607

On March 28, 2007, we issued and sold 355,000 shares of our Series A Senior Convertible Preferred Stock (the "Series A
Preferred Stock™) at a price of $1,000 per share resulting in net proceeds of $351.1 million. Costs incurred to issue the
shares totaled $3.9 million. The net proceeds are used to fund operations, accelerate the development of new wireless
technologies, expand our business, and enable future strategic acquisitions. Holders of the Series A Preferred Stock are
entitled to receive quarterly dividends on the liquidation preference at a rate of 7.5% per annum. Until March 2011, we can
elect whether to declare dividends in cash or to not declare and pay dividends, in which case the per share dividend
amount will be added to the liquidation preference. From and after March 2011, we must declare dividends in cash each
quarter, subject to applicable law. We accrued for $20.8 miillion in undeclared dividends during 2007. We will be required
to redeem all outstanding shares of Series A Preferred Stock, if any, on March 28, 2017, at a price equal to the liquidation
preference plus unpaid dividends. If we elect to convert the Series A Preferred Stock after our common stock price has
reached the qualifying threshold, we must redeem the shares of holders of Series A Preferred Stock who elect not to
convert into common stock at a price equal to 130% of the liquidation preference.

During 2007, we paid $24.5 million in interest on our 7% Senior Secured Notes due 2010. We are obligated to pay interest
of 7% per annum semi-annually in January and July each year, or $24.5 million per year. The Purchase Agreement for the
7% Senior Secured Notes contains representations and warranties, affirmative and negative covenants including, without

- limitation, our obligation to not become liable to any additional indebtedness, subject to certain exceptions including the

ability to enter into spectrum leases or to incur $25.0 million of acquired company debt or purchase money indebtedness.
As of December 29, 2007, we have become liable for additional indebtedness totaling $4.4 million, and were in
compliance with all note covenants.

During 2007, we paid $2.0 million in cash distributions that were accrued for in 2006 to the former NextWave Wireless
LLC membership holders.

Looking Forward

As of December 29, 2007, we had $166.7 million of unrestricted cash, cash equivalents and marketable securities, and
$75.0 million in restricted cash required to be reserved under our 7% Senior Secured Notes. On March 2, 2008, we
amended the original purchase agreement for the Notes. Under the amended purchase agreement, we may withdraw up
to the full amount of the $75.0 million cash reserve account for use in funding our business plan, subject to the payment of
a consent fee of $3.5 million per $25.0 million withdrawn. The amended purchase agreement aiso permits us to incur an
additional $25.0 million of indebtedness to fund a working capital line of credit subject to specified subordination terms,
and an additional $100.0 million of second lien indebtedness our ability incur the second lien indebtedness remains
subject to negotiation of intercreditor terms that are reasonably satisfactory to the holders of at least two-thirds in
aggregate principal amount of the Notes and the provider of such funding must be reascnably satisfactory to the holders
of a majority in aggregate principal amount of the notes. In addition, the amended purchase agreement restricts the types
of investments that can be held in the cash reserve account to exclude auction rate or similar securities.
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As of December 29, 2007, $102.2 million of our marketable securities were invested in auction rate securities ("ARS").
None of the auctions involving our ARS holdings had failed as of December 29, 2007. Through March 10, 2008, auctions
for eight ARS, including certain municipalities and education auction rate securities, with principal amounts aggregating
$29.5 million, were not successful due to recent weakness in the auction markets. The unsuccessful securities are District
of Columbia Savrs freedom forum-A (insured by MBIA), Houston Tex Util Sys Rev Adj-Rfdg-Comb (insured by AMBAC),
Education Loan Trust (insured by FFELP), Utah State Board of Rgts (insured by FFELP), Indiana Transportation Finance
Authority {insured by CIFG), Indiana Secondary Market Education loans (insured by FFELP), lilinois Student Assist Comm
(backed by student loan), and Kentucky Higher Education (insured by FFELP). The interest rates on these securities at
the date of the failed auction range from 2.2% to 18.0%, with a weighted average rate of 6.0%.

As a result, we continue to hold these securities and the issuers are required pay interest on the securities at the
maximum contractual rates. We reduced our total ARS investments principally by investing in other short-tarm marketable
securities, as individual ARS reset periods came due. Unsuccessful auctions have caused us to hold these securities
beyond their scheduled auction reset dates, limiting the short-term liquidity of these investments. Such developments may
result in the classification of some or all of these securities as long-term in our consolidated balance sheets in 2008 or
future periods. In addition, if the issuers are unable to successfully close future auctions and their credit ratings
deteriorate, we may, in the future, be required to adjust the carrying value of these investments which would result in a
charge to our consclidated statement of operations.

Based on current market conditions, there is no assurance that auctions on the remaining ARS in our investment portfolio
will be successful. Unsuccessful auctions will cause us to hold securities beyond their next scheduled auction reset dates
and limit the short-term liquidity of these investments. While these failures in the auction process have affected our ability
to access these funds in the near term, we do not believe that the underlying securities or collateral have been affected.
We believe that the higher reset rates on failed auctions provide sufficient incentive for the security issuers to address this
lack of liquidity. However, our ability to liquidate and fully recover the carrying value of our remaining ARS in the near term
may be limited. These developments may result in the classification of some or all of these securities as long-term in our
consolidated financial statements in 2008 or future periods. In addition, if the issuers are unable to successfully close
future auctions and their credit ratings deteriorate, we may, in the future, be required to adjust the carrying value of these
investments through an impairment charge.

Excluding ARS, at February 26, 2008, we had approximately $143.3 million in cash, cash equivalents and marketable
securities.

In February 2008, we executed a loan agreement with Hughes Systique Corporaticn, our equity method investee, for 6%
senior secured convertible notes, whereby we have committed to make available up to $1.5 million in funding. The
commitment expires in February 2011 and all principal and interest is due three years from the date of the advance. At the
maturity date or upon a default event, we have the option to convert any unpaid amounts into shares of preferred stock of
Hughes Systique.

We anticipate that our businesses, other than the multimedia software business of cur PacketVideo subsidiary, will require
further substantial investment before our revenues are sufficient to fund our expenses and generate earnings:

+  Our wireless broadband products, services and technologies, which are in the Semiconductor segment, are in the
pre-commercialization stage of development and will require a substantial investment before they may become
commercially viable. Although we currently anticipate that our second generation WiMAX Semiconductor
technologies designed for high volume commercial production will initially be available in the first half of 2008, we
are currently unable to project when our chipsets, network components and related technology licensing
agreements based on WIMAX and Wi-Fi technologies will be commercially deployed.

+ GO Networks, Inc., acquired in February 2007, which is in the Networks segment, develops high-perfarmance
mobile Wi-Fi products and services for commercial and municipal service providers. GO Networks will continue to
require working capital funding through 2008 to invest in establishing worldwide sales and distribution channels,
along with high volume manufacturing capabilities and related administrative and information technology products
and services to support anticipated unit volume growth.

« IPWireless, Inc., acquired in May 2007, which is in the Networks segment, is a leading supplier of TD-CDMA
based mobile broadband network equipment and subscriber terminals. We expect increased investment through
2008 in augmenting sales and distribution channels, working capital, capital equipment and research and
development with respect to the commercialization of TDtv, WiMAX, and additional public safety products.

« Inquam Broadband and WiMax Telecom, which are in the Strategic initiatives segment, are stratepic investments
in European wireless spectrum and wireless broadband network operations and we are presently exploring
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alternative plans in order to further enhance these investments in 2008. if these plans are successful, we do
expect further working capital investments will be needed to expand these businesses.

If we are unable to liquidate our ARS when we need such liquidity for business purposes, we may need to change or
postpone such business purposes or find alternative financing for such business purposes, if available. If funding is
insufficient at any time in the future, we may be unable to develop or enhance our products or services, take advantage of
- business opportunities or respond to competitive pressures, any of which could harm our business.

Based on the operating plan for the year ended December 27, 2008 approved by our board of directors, management
believes our existing cash, cash equivalents and marketable securities, the release of the $75 million of restricted cash
and cash forecasted to be generated by operations will be sufficient io meet our estimated working capital and capital
expenditures requirements through at least March 2009.

If events or circumstances occur such that we do not meet our operating plan as expected, we may be required to seek
additional capita! and or to reduce certain discretionary spending, which could have a material adverse effect on our ability
to achieve our intended business objectives.

Our long term operating success will depend on our ability to develop, introduce and market enhancements to our existing
products and services, to introduce new products and services in a timely manner, which meet customer requirements
and to respond to competitive pressures and technological advances. In order for us to achieve positive operating results
and positive cash flows, we will need to achieve a substantial increase in the level of revenues and achieve sufficient
gross margins to cover our ongoing operating expenses and debt service costs.

We may also require additional cash resources for other future developments, including any investments or acquisitions
we may pursue, such as investments or acquisitions of other business or technologies. To augment our existing working
capital resources in order to satisfy our cash requirements, we may seek to sell debt securities or additional equity
securities or to obtain a credit facility. Our Senior Secured Notes and our Series A Senior Convertible Preferred Stock
prohibit our incurrence of additional indebtedness, subject to certain permitted baskets. The sale of equity securities or
convertible debt securities could result in additional dilution to our stockholders.

The incurrence of additional indebtedness would result in additional debt service obligations and could impose operating
and financial covenants that could restrict our operations. In addition, there can be no assurance that any additional
financing will be available on acceptable terms, if at all.

We have been approached by a number of wireless carriers with preliminary indications of interest in acquiring certain of
our wireless spectrum licenses. We plan to entertain such offers to the extent we deem the terms to be attractive and
have met with a nationally recognized investment banking firm to discuss our plans for a disposition of spectrum. There
can be no assurance that any spectrum disposition will be consummated.

Critical Accounting Policies and Estimates

Qur discussion and analysis of our results of operations and liquidity and capital resources are based on our consolidated
financial statements which have been prepared in accordance with accounting principles generally accepted in the United
States. The preparation of these financial statements requires us to make estimates and judgments that affect the
reported amounts of assets, liabilities, revenues and expenses, and disclosure of contingent assets and liabilities. On an
ongoing basis, we evaluate our estimates and judgments, including those related to revenue recognition, valuation of
intangible assets and investments, and litigation. We base our estimates on historical and anticipated results and trends
and on various other assumptions that we believe are reasonable under the circumstances, including assumptions as to
future events. These estimates form the basis for making judgments about the carrying values of assets and liabilities that
are not readily apparent from other sources. By their nature, estimates are subject to an inherent degree of uncertainty.
Actual results that differ from our estimates could have a significant adverse effect on our operating results and financiat
position. Our accounting policies are described in more detail in Note 1 to our consolidated financial statements included
elsewhere in this Annual Report. We believe that the following significant accounting policies and assumptions may
involve a higher degree of judgment and complexity than others.

Revenue Recognition

We derive revenues primarily from contracts to provide embedded multimedia software products for mobile devices and
related royalties through our PacketVideo subsidiary. In 2007, we also began to derive revenues from sales of wireless
broadband and mobile broadcast network products and services by our newly acquired subsidiaries, IPWireless and GO
Networks. The wireless broadband and mobile broadcast network products and services sold by ([PWireless and GO
Networks generally include embedded software. We also recognize revenue from customer subscriptions for the WiMAX
network operated by our WiMax Telecom subsidiary.
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For arrangements that do not contain software or embedded software that is more than incidental to the arrangement, we
recognize revenue in accordance with the basic principles in Staff Accounting Bulletin (*SAB") No. 104, Revenue
Recognition, that is, when persuasive evidence of an arrangement exists, delivery has occurred, the fee is fixed or
determinable, and collectibility is reasonably assured.

For software arrangements, or in cases where the software is considered mere than incidental and is essential to the
functionality of the hardware products, revenue is recognized pursuant to American Institute of Certified Public
Accountants (*AICPA™) Statement of Position (“SOP") No. 97-2, Software Revenue Recognition, and SOP No. 98-9, a
Modification of SOP 97-2 Software Revenue Recognition with Respect to Certain Transactions, and Emerging lssues
Task Force (“EITF") Issue No. 03-5, Applicability of SOP 97-2 fo Non-Soffware Deliverables in an Arrangement
Containing More-Than-Incidental Software. In the case of loss contracts, we also consider the provisions of SOP No. 81-
1, Accounting for Performance of Construction-Type and Certain Production-Type Contracts.

We evaluate each deliverable in the arrangement to determine whether it represents a separate unit of accounting. If
objective and reliable evidence of fair value exists (vendor specific objective evidence or “VSOE") for all units of

accounting in the arrangement, revenue is allocated to each unit of accounting or element based on those relative fair -

values. If VSOE of fair value exists for all undelivered elements, but not for delivered elements, the residual method would
be used to allocate the arrangement consideration.

To date, we have not been abie to establish VSOE for any of the elements included in our revenue arrangements, as the

software or hardware products or services have not yet been sold separately, nor has a standard price list been -

established. As a result, once the software or technology is delivered and the only undelivered element is services, the
entire non-contingent contract value is recognized ratably over the remaining service period. Costs directly attributable to
providing these services are also deferred and amortized over the remaining service period of the respective revenues.

For arrangements in which customers pay one contracted amount for muitiple products and services, or a combination of
products and services, we also consider EITF Issue No. 00-21, Revenue Arrangements with Multiple Deliverables. Qur
software arrangements can include a software or technology license, non-recurring engineering {(*"NRE") services and
post-contract support (“PCS"). Our sales of hardware can include PCS on the embedded software.

If elements cannot be treated as separate units of accounting, they are combined into a single unit of accounting and the
associated revenue is deferred until all combined elements have been delivered or, until there is only one remaining
element to be delivered.

Services sold separately are generally billed on a time and materials basis at agreed-upon billing rates, and revenue is
recognized as the services are performed.

We earn royalty revenues on licensed embedded multimedia products sold by our licensees. Generally, royalties are paid
by licensees on a per unit or contingent usage basis. The licensees generally report and pay the royalty in the quarter
subsequent to the period of delivery or usage. We recognize royalty revenues based on royalties reported by licensees.

If we receive non-refundable advanced payments from licensees that are allocable to future contracts periods or could be
creditable against other obligations of the licensee to us, the recognition of the related revenue is deferred until such
future pericds or until such creditable obligations lapse.

When royalty arrangements also provide for ongoing PCS that does not meet the criteria to be accrued on delivery of the
software, the royalty is recognized ratably from the date the royalty report is received through the stated remaining term of
the PCS arrangement.

In limited situations, we have determined that PCS revenue can be recognized upon delivery of the hardware or software.
In these situations, we have determined that if PCS is for one year or less, the estimated cost of providing PCS during the
arrangement is insignificant and unspecified upgrades or enhancements offered for the particular PCS arrangement
historically has been and are expected to continue to be minimal and infrequently provided. In these limited situations, we
have accrued all the estimated costs of providing the services, which to date have been insignificant.

Arrangements generally do not allow for product returns and we have no history of product returns. Accordingly, no
allowance for returns has been provided. In instances where we have noted extended payment terms revenue is
recognized in the period the payment becomes due. If an arrangement includes specified upgrade rights, revenue is
deferred until the specified upgrade has been delivered.
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The timing and amount of revenue recognition depends upon a variety of factors, including the specific terms of each
arrangement and the nature of our deliverables and obligations. Determination of the appropriate amount of revenue
recognized involves judgments and estimates that we believe are reasonable.

- Wireless Spectrum Licenses

i We capitalize as intangible assets wireless spectrum licenses that we acquire from third parties or through government
auctions. For wireless spectrum licenses purchased directly from third parties or through spectrum auctions, the cost
basis of the wireless spectrum asset includes the purchase price paid for the license at the time of acquisition plus legal
costs incurred to acquire the license. For wireless spectrum licenses acquired through a business combination or through
the acquisition of a business where the assets of the business are comprised almost entirely of wireless spectrum, the
cost basis of the wireless spectrum asset is determined through an allocation of the total purchase price to the tangible
and identifiable intangible assets and liabilittes of the acquired business or asset(s) and includes any deferred tax
liabilities determined in accordance with Emerging Issues Task Force ("EITF") Issue No. 98-11, Accounting for Acquired
Temporary Differences in Certain Purchase Transactions That Are Not Accounted for as Business Combinations. Far

| leased wireless spectrum rights, the asset and related liability are recorded at the net present value of future cash
outflows using our incremental borrowing rate at the time of acquisition.

We have determined that certain of cur wireless spectrum licenses meet the definition of indefinite-lived intangible assets
under SFAS No. 142, Goodwill and Other Intangible Assets, because the licenses are either perpetual or may be renewed
periodically for a nominal fee, provided that we continue to meet the service and geographic coverage provisions.
Moreover, we have determined that there are currently no legal, regulatery, contractual, competitive, economic or other
factors that limit the useful lives of these wireless spectrum licenses. As of December 29, 2007, indefinite-lived wireless
spectrum licenses that are not subject to amortization totaled $524.1 million.

Wireless spectrum licenses for which we have acquired lease rights from third parties are considered to have finite lives,
The wireless license asset is then amortized over the contractual life of the lease. We have also acquired the rights to
wireless spectrum licenses in Europe where the renewal terms are not yet well established. We amortize these assets on
a straight-line basis over the initial license period. Amortization expense on wireless spectrum licenses is charged to
general and administrative expense. As of December 29, 2007, amortized wireless spectrum licenses, net of accumulated
amortization, totaled $109.7 million.

Valuation of Goodwill

At December 29, 2007, the aggregate carrying value of our goodwill was $171.1million. In accordance with SFAS No.
142, we do not amortize goodwill. In lieu of amortization, we are required to perform an annual review for impairment, or
more frequently if impairment indicators arise. Goodwill is considered to be impaired if we determine that the carrying
value of the goodwill exceeds its fair value.

We test goodwill for impairment annually at a reporting unit level using a two-step process. The first step of the
impairment test involves comparing the fair values of the applicable reporting units with their aggregate carrying values,
including goodwill. If the carrying amount of a reporting unit exceeds the reporting unit's fair value, we then perform the
second step of the goodwill impairment test to determine the amount of the impairment loss. The second step of the
goodwill impairment test involves comparing the implied fair value of the affected reporting unit’s goodwill with the carrying
value of that goodwill. If the carrying amount of goodwill exceeds the implied fair value of that goodwill, an impairment loss
is recognized in an amount equal to that excess. We determined that our reporting units, as that term is defined in SFAS
No. 142, are one level below our identified operating segments because discrete financial information is available. At
December 29, 2007, our goodwill resides in three reporting units.

We primarily utilize an income approach that includes the discounted cash flow method to determine the fair value of our
goodwill. The discounted cash flow method determines fair value based on the present value of projected cash flows over
a specific projection period and a residual value related to future cash flows beyond the projection period. Both values are
discounted to reflect the degree of risk inherent in an investment in the reporting unit and achieving the projected cash
flows. A weighted average cost of capital is determined for each reporting unit to be used as the discount rate. The
residual value is generally determined by applying a constant terminal growth rate to the estimated net cash flows at the
end of the projection period. Alternatively, the present value of the residual value may be determined by applying a market
multiple at the end of the projection period. For the goodwill impairment test performed during the fourth quarter of 2007,
the discounted cash flows used to estimate fair value were based on discrete financial forecasts of five years for each of
the reporting units. These forecasts were developed by management for planning purposes. Cash flows beyond these
periods were estimated using terminal value calculations. The future cash flows were discounted to present value using
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discount rates ranging from 15% to 29% and terminal growth rates ranging from 4% to 6%. Based on the analysis, we
concluded that our goodwill was not impaired.

We cannot assure you that the underlying assumptions used to forecast the cash flows will materialize as estimated. For
example, if our projections of future customer order growth do not materialize, the fair value of our goodwili may fall below
its carrying value. Therefore, we cannot assure you that when we complete our future reviews of our goodwill for
impairment that a material impairment charge will not be recorded. A variance in the discount rate ar in management's
forecasts would have a significant impact on the estimated fair value of the reporting unit and consequently the amount of
identified goodwill impairment, if any.

Valuation of Indefinite-Lived Intangible Assets

In accordance with SFAS No. 142, we do not amortize indefinite-lived intangible assets. In lieu of amortization, we are
required to perform an annual review for impairment, or more frequently if impairment indicators arise. Indefinite-lived
intangible assets are considered to be impaired if we determine that the carrying value of the asset exceeds its fair value.

We test indefinite-lived intangible assets by making a determination of the fair value of the intangible asset. If the fair
value of the intangible asset is less than its carrying value, an impairment loss is recognized in an amount equal to the
difference. We also evaluate the remaining useful life of our intangible assets that are not subject to amortization on an
annual basis to determine whether events and circumstances continue to support an indefinite useful life. If an intangible
asset that is not being amortized is subsequently determined to have a finite useful life, that asset is tested for impairment.
After recognition of the impairment, if any, the asset is amortized prospectively over its estimated remaining useful life and
accounted for in the same manner as other intangible assets that are subject to amortization.

At December 29, 2007, the aggregate carrying value of our indefinite-lived wireless spectrum licenses was $524.1 million.
For our indefinite-lived wireless spectrum licenses, we primarily utilize a market approach which determines fair value
based on observed prices paid for equivalent licenses in the market. There are established primary and secondary
markets for our wireless spectrum licenses which provide sufficient data upon which to estimate fair market values. We
also considered other factors, such as trends in spectrum prices in general and evolving technology, consumer market
and regulatory issues, that may potentially affect the value of our spectrum. We believe the market approach provides a
more accurate estimate of the fair value of our indefinite lived wireless spectrum licenses as compared to an income
approach. For purposes of performing our annual impairment assessment of indefinite-lived wireless spectrum licenses,
we have segregated our indefinite lived intangible wireless spectrum licenses into five separate units of accounting using
the guidance provided by EITF Issue No. 02-7, Unit of Accounting for Testing of Impairment of Indefinite-Lived Intangible
Assets, based on the type of spectrum and location. Based on this analysis, we concluded that our indefinite-lived
wireless spectrum licenses were not impaired.

At December 29, 2007, the aggregate carrying value of our other indefinite-lived intangible assets, which primarily consist
of purchased tradenames and trademarks, was $2.4 million. For our other indefinite-lived intangible assets, we primarily
utilize an income approach that includes the discounted cash flow method to determine fair value. The discounted cash
flow method determines fair value based on the present value of projected cash flows over a specific projection period
and a residual value related to future cash flows beyond the projection period. Both values are discounted to reflect the
degree of risk inherent in an investment in the reporting unit and achieving the projected cash flows. A weighted average
cost of capital is determined for each reporting unit to be used as the discount rate. The residual value is generally
determined by applying a constant terminal growth rate to the estimated net cash flows at the end of the projection period.
Alternatively, the present value of the residual value may be determined by applying a market multiple at the end of the
projection period. For the indefinite-lived intangible asset impairment test performed during the fourth quarter of 2007, the
discounted cash flows used to estimate fair value were based on discrete financial forecasts of five years for each of the
reporting units. These forecasts were developed by management for planning purposes. Cash flows beyond these periods
were estimated using terminal value calculations. The future cash flows were discounted to present value using a discount
rate of 15% and a terminal growth rate of 6%. Based on this analysis, we concluded that our indefinite-lived intangible
assets were not impaired.

We cannot assure you that the underlying assumptions used to forecast the cash flows will materialize as estimated. For
example, if our projections of future customer order growth do not materialize, the fair value of our indefinite-lived
intangible assets may fall below their carrying value. Therefore, we cannot assure you that when we complete our future
reviews of our indefinite-lived intangible assets for impairment that a material impairment charge will not be recorded. A
variance in the discount rate or in management's forecasts would have a significant impact on the estimated fair value of
the reporting unit and consequently the amount of identified indefinite-lived intangible asset impairment, if any.
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impairment of Long-Lived Assets

In accordance with SFAS No. 144, Accounting for the Impairment or Dispcsal of Long-Lived Assels, we review long-lived
assets to be held and used, including acquired intangible assets subject to amortization and property and equipment, for
impairment whenever events or changes in circumstances indicate that the carrying amount of the assets may not be fully
recoverable. Conditions that would necessitate an impairment assessment include a significant decline in the market price
of an asset or asset group, a significant adverse change in the extent or manner in which an asset or asset group is being
used, the loss of legal ownership or title to the asset, significant negative industry or economic trends or the presence of
other indicators that would indicate that the carrying amount of an asset or asset group is not recoverable.

A long-lived asset is considered to be impaired if the estimated undiscounted future cash flows resulting from the use of
the asset and its eventual disposition are not sufficient to recover the carrying value of the asset. In order to estimate an
- asset’s undiscounted future cash flows, we utilize our internal forecast of our future operating results and cash flows, our
 strategic business plans and anticipated future economic and market conditions. There are inherent estimates and
assumptions underlying this information and management’s judgment is required in the application of this information to
the determination of an asset's undiscounted future cash flows. No assurance can be given that the underlying estimates
and assumptions utilized in our determination of an asset's undiscounted future cash flows will materialize as anticipated.
' During 2007, we did not identify any conditions that would necessitate an impairment assessment of our long-lived assets.

Valuation of Share-Based Awards

We account for the grant of employee share-based awards under provisions of SFAS No. 123 (revised 2004), Share-

- Based Payments (*SFAS No. 123R"). Accordingly, we estimate the fair value of our share-based stock awards on the date
of grant using the Black-Scholes option-pricing model. The Black-Scholes option-pricing model requires the use of certain
input variables, as follows:

Expected Volatility. Volatility is a measure of the amount the stock price will fluctuate during the expected life of an
award. We determine expected volatility based on an average of the historical stock price volatilities of certain of our peer
' companies due to lack of trading history of our common stock.

Risk-Free Interest Rate. Our assumption of the risk-free interest rate is based on the implied yield available on U.S.
constant rate treasury securities in effect at the time of the grant with remaining terms equivalent to the respective
expected terms of the share-based award.

Expected Dividend Yield. Because we have not paid any cash dividends since our inception and do not anticipate
paying dividends in the foreseeable future, we assume a dividend yield of zero.

Expected Award Life. As none of the plans have sufficient history for estimating the term from grant date to full exercise
of the option, we consider expected terms applied, in part, by certain of our peer companies to determine the expected life
of each grant.

Under SFAS No. 123R, we are also required to estimate at the grant date the likelihood that the award will ultimately vest
(the “pre-vesting forfeiture rate”), and revise the estimate, if necessary, in future periods if the actual forfeiture rate differs.
We determine the pre-vesting forfeiture rate of an award based on industry and employee turnover data as well as an
historical pre-vesting forfeitures occurring over the previous year. Under the true-up provisions of SFAS No. 123R, we
recognize additional share-based compensation expense if the actual forfeiture rate is lower than estimated and a
recovery of previously recognized share-based compensation expense if the actual forfeiture rate is higher than
estimated.

We believe it is important for investors to be aware of the high degree of subjectivity involved when using option pricing
models to estimate share-based compensation under SFAS No. 123R. Option-pricing models were developed for use in
estimating the value of traded options that have no vesting or hedging restrictions, are fully transferable and do not cause
dilution. Because our share-based payments have characteristics significantly different from those of freely traded options,
and because changes in the subjective input assumptions can materially affect our estimates of fair values, in qur opinion,
existing valuation models, including the Black-Scholes option-pricing model, may not provide reliable measures of the fair
values of our share-based compensation. Consequently, there is a risk that our estimates of the fair values of our share-
based compensation awards on the grant dates may bear little resemblance to the actual values realized upon the
exercise, expiration, early termination or forfeiture of those share-based payments in the future. Certain share-based
payments, such as employee stock options, may expire worthless or otherwise result in zero intrinsic value as compared
to the fair values originally estimated on the grant date and reported in our financial statements. Alternatively, value may
be realized from these instruments that is significantly in excess of the fair values originally estimated on the grant date
and reported in our financial statements. There currently is no market-based mechanism or other practical application to
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verify the reliability and accuracy of the estimates stemming from these valuation models, nor is there a means to
compare and adjust the estimates to actual values. Although the fair value of employee share-based awards is
determined in accordance with SFAS No. 123R and the SAB No. 107, Share-Based Payment, using an option-pricing
model, that value may not be indicative of the fair value observed in a willing buyer and willing seller market transaction. If
factors change and we employ different assumptions in the application of SFAS No. 123R in future periods than those
currently applied, the share-based compensation expense that we recognize in the future may differ significantly from
what we have reported historically.

Purchased In-Process Research and Development Costs

The values allocated to purchased in-process research and development costs were based on projects that had not
reached technological feasibility and had no alternative future uses and were determined through established valuation
techniques used in the high technology industry. These costs were expensed at the respective dates of acquisition. The
fair values assigned to purchased in-process research and development projects were determined by applying the income
approach using the excess earnings methodology which involves estimating the future discounted cash flows to be
derived from the currently existing technologies.

The following table summarizes our significant assumptions at the acquisition dates underlying the valuations of in-
process research and development for our acquisitions completed in 2007, 2006 and 2005:

Weighted
Average Average Risk
Estimated Estimated Estimated Adjusted Estimated
Percent Time to Cost to Discount Fair
{dolfars in millions) Project Complete Complete Complete Rate Value
2007 Acquisitions:
IPWireless ............... SoC3 wireless device chip 50% 10 § 9.0 19%5% 11.2

Video and audio software
for handsets
SDCrr 50% 0.5 0.7 26% 0.9
2006 Acquisitions:
802.16e base station and
low power ASIC products
CYGNUS................ 40% 2.0 19.8 20% 1.9,
2005 Acquisition: [
Music on demand software, [
reference design platform
and internet signaling
protocol
PacketVideo............ 35% 1.7 2.3 21% 6.6

Additionally, we acquired Tusonic's server and database applications for delivering music-related content using web
services development project which was determined to have an estimated fair value of $1.6 million using a risk adjusted
discount rate of 19%. At December 29, 2007, the SoC3 wireless device chip development project at IPWireless was still in
process. All other acquired in-process research and development projects were substantially completed. Actual resuits to
date have been consistent, in all material respects, with our assumptions at the time of the respective acquisitions. The
assumptions consist primarily of expected completion dates for the in-process research and development projects,
estimated costs to complete the projects, and revenue and expense projections for the products once they have entered
the market.

Litigation

We are currently involved in certain legal proceedings. Although there can be no assurance that unfavorable outcomes in
any of these matters would not have a material adverse effect on our operating results, liquidity or financial position, we
believe the claims are without merit and intend to vigorously defend the actions. We estimate the range of liability related
to pending litigation where the amount and range of loss can be estimated. We record our best estimate of a loss when
the loss is considered probable. Where a liability is probable and there is a range of estimated loss with no best estimate
in the range, we record the minimum estimated liability related to the claim. As additional information becomes available,
we assess the potential liability related to our pending litigation and revise our estimates. We have not recorded any
accrual for contingent liability associated with our legal proceedings based on our belief that a liability, while possible, is
not probable. Further, any possible range of loss cannot be estimated at this time. Revisions in our estimates of the
potential liability could materially impact our results of operations.
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Income Taxes

We adopted Financial Accounting Standards Board (“FASB") Interpretation (“FIN") No. 48, Accounting for Uncertainty in
Income Taxes, effective December 31, 2006, the beginning of our 2007 fiscal year. FIN No. 48 prescribes a recognition
threshold and measurement standard for the financial statement recognition and measurement of a tax position taken or
expected to be taken in a tax return. FIN No. 48 requires that we determine whether the benefits of our tax positions are
more likely than not of being sustained upon audit based on the technical merits of the tax position. The initial application
of FIN No. 48 to our tax positions had no impact on stockholders’ equity. We did not record a cumulative effect adjustment
related to the adoption of FIN No. 48. We did not have any unrecognized tax benefits as of December 29, 2007.

Contractual Obligations

The following table summarizes our cash contractual obligations at December 29, 2007 as well as significant cash
contractual cbligations entered into subsequent to that date, and the effect such obligations are expected to have on our
liquidity and cash flows in future periods.

Payments Due by Period

Years 2013
Years 2009- Years 2011- and

{in thousands) Total 2008 2010 2012 Thereafter
Long-term obligations™ ..., $ 397471 § 6745 § 358077 $ 6565 $§ 26,084
Pending spectrum lease obligations® .......................... 7.985 902 1,574 1,652 3,857
Services and other purchase agreements..........cccc..... 24,885 12,767 7,757 4,361 —
Operating 188888 ......ovvv et g e 34,5634 11,306 15,852 7,236 140
Series A Senior Convertible Preferred Stock™............ 375,811 — — - 375,811
Accrued purchase consideration payable in cash ..... 3,568 3,568 — — —

1< - | DO $ 844254 § 35288 § 383260 § 19,814 $ 405,892
Significant contractual obligation entered into

subsequent to December 29, 2007;
Convertible loan agreement™ ... $ 1500 §$ 1500 % — % — 3 —
Business acquISIion™ ... $ 4500 $ 4500 $ - % — % —

(1) Amounts presented do not include interest payments. We are required to make semiannual interest
payments of approximately $12.3 million under the 7% Senior Secured Notes through 2010.

(2) In November 2007, we entered into definitive agreements to lease spectrum located in California for initial
payments aggregating $20.0 million, plus annual lease payments approximating $0.8 million through
2017. The leases expire on various dates through 2017 and each provides for three consecutive 10-year
renewals. At December 29, 2007, the transfers of control of the leases were pending final approval from
the FCC.

{3) We will be required to redeem all remaining outstanding shares of Series A Preferred Stock on March 28,
2017, at a price equal to the liquidation preference plus unpaid dividends. Each share of Series A
Preferred Stock is convertible into a number of shares of our common stock equal to the liquidation
preference then in effect divided by $11.05 and is convertible at any time at the option of the holder, or at
our election after September 28, 2008, subject to the trading price of cur common stock reaching $22.10
for a specified period of time, subject to adjustment. The Series A Preferred Stock is entitled to receive
quarterly dividends on the liquidation preference at a rate of 7.5% per annum, Until March 28, 2011, we
can elect whether to declare dividends in cash or to not declare and pay dividends, in which case the per
share dividend amount will be added to the liquidation preference. At December 29, 2007, the liquidation
preference totated $375.8 million. If all shares of Series A Preferred Stock were converted at December
29, 2007, we would be obligated to issue 34.0 million shares of our common stock. For the purposes of
the contractual obligations table, we have assumed that the Series A Preferred Stock will be redeemed
for cash on March 28, 2017.
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4) In addition to amounts payable in cash, we have accrued for $50.3 million at December 29, 2007, in
additional purchase consideration payable through the issuance of shares of our common stock to the
selling shareholders of IPWireless as a result of the achievement of certain revenue milestones in 2007
as specified in the acquisition agreement. The actual number of shares to be issued will be based on the
average closing price of our common stock for the 30 consecutive trading days ending with the third
trading day immediately preceding the actual payment date. We anticipate that the substantial majority of
the amount due will be paid in March 2008. Additional purchase consideration of up to $77.5 million may
be paid to the selling shareholders of IPWireless based upon the achievement of certain revenue
milestones in 2008 and 2009, inclusive, as specified in the acquisition agreement, with potential
payments of up to $24.2 million in 2009 and up to $53.3 million in 2010. if earned, up to $56.3 million of
such additional consideration will be payable in cash or shares of common stock at our election, up to
$18.7 million of such amounts will be payable in cash or shares of common stock at the election of the
representative of the IPWireless shareholders and up to $2.5 million is required to be paid in cash.
Additional purchase consideration of up to $25.6 million and $0.1 million may be paid to the selling
shareholders of GO Networks in shares of our common stock and cash, respectively, subject to the
achievement of certain operational milestones in February and August 2008. We expect to complete our
analysis of the achievement of the February 2008 milestone by the end of the first quarter of 2008.

{5) In February 2008, we executed a loan agreement with Hughes Systique, our equity method investee, for
6% senior secured convertible notes, whereby we have committed to make available up to $1.5 million in
funding. The commitment expires in February 2011 and all principal and interest is due three years from
the date of the advance. At the maturity date or upon a default event, we have the option to convert any
unpaid amounts into shares of preferred stock of Hughes Systique.

(6) On March 3, 2008, we acquired all of the outstanding equity interests of Southam Chile SA, a Chilean
corporation, and Sociedad Televisora CBC Limitada, a Chilean limited liability company, for an initial cash
payment of $4.5 million and additional cash payments of up to $1.7 million upon the occurrence of certain
specified events prior to the third anniversary of the acquisition date.

Off-Balance Sheet Arrangements and Related Party Transactions

As of December 29, 2007, we did not have any relationships with unconsolidated entities or financial partnerships, such
as entities often referred to as structured finance or special purpose entities, which would have been established for the
purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes. As such, we are
not materially exposed to any financing, liquidity, market or credit risk that could arise if we had engaged in such
relationships.

In addition to other investment funds and institutional investors, we sold 14%, 14% and 28%, respectively, of our Series A
Senior Convertible Preferred Stock to Navation, Inc., an entity owned by Allen Salmasi, our Chairman and Chief Executive
Officer, Manchester Financial Group, L.P., an entity indirectly owned and controlled by Douglas F. Manchester, a member
of our board of directors, and affiliates of Avenue Capital, of which a member of our board of directors, Robert Symington,
is a portfolio manager. Kevin Finn, our Chief Compliance Officer, also purchased less than 1% of the Series A Senior
Convertible Preferred Stock.

Recent Accounting Pronouncements

In December 2007 the FASB issued SFAS No. 141R, Business Combinations. SFAS 141R establishes principles and
requirements for how the acquirer of a business recognizes and measures in its financial statements the identifiable
assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree. SFAS No. 141R also provides
guidance for recognizing and measuring the goodwill acquired in the business combination and determines what
information to disclose to enable users of the financial statement to evaluate the nature and financial effects of the
business combination. SFAS 141R is effective for financial statements issued for fiscal years beginning after December
15, 2008. We expect SFAS No. 141R will have an impact on our consolidated financial statements when effective, but the
nature and magnitude of the specific effects will depend upon the nature, terms and size of the acquisitions we
consummate after the effective date. We are still assessing the impact of this standard on our future consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling interests in Consolidated Financial Statements — and
amendment of ARB No. 51. The provisions of SFAS No. 160 establish accounting and reporting standards for the
noncontrolling interests of a subsidiary. The provisions of SFAS No. 160 are effective for us on in fiscal year 2009 and will
be applied prospectively, except for the presentation of the noncontrolling interests, which for all periods would be
reclassified to equity in the consolidated balance sheet and adjusted out of net income in the consolidated statements of
operations. We are currently evaluating the impact of the provisions of SFAS No. 160 on our future consolidated financial
statements.
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In June 2007 the FASB ratified EITF No. 07-3, Accounting for Nonrefundable Advance Payments for Goods or Services to
Be Used in Future Research and Development Activities. EITF 07-3 requires non-refundable advance payments for goods
and services to be used in future research and development activities to be recorded as an asset and the payments to be
expensed when the research and development activities are performed. EITF 07-3 is effective for fiscal years beginning
after December 15, 2007. This standard is not expected to have a material impact on our future consolidated financial

statements.

| In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities.

SFAS No. 159 permits entities to choose to measure certain financial assets and liabilities and other eligible items at fair
value, which are not otherwise currently required to be measured at fair value. Under SFAS No. 159, the decision to
measure items at fair value is made at specified election dates on an irrevocable instrument-by-instrument basis. Entities
electing the fair value option would be required to recognize changes in fair value in earnings and to expense upfront cost
and fees associated with the item for which the fair value opticn is elected. Entities electing the fair value option are
required to distinguish on the face of the statement of financial position, the fair value of assets and liabilities for which the
fair value option has been elected and similar assets and liabilities measured using another measurement attribute. If
elected, SFAS No. 159 is effective for our fiscal year that begins on December 30, 2007, with earier adoption permitted
provided that the entity also early adopts all of the requirements of SFAS No. 158. We are currently evaluating whether or
not to elect the option provided for in this standard.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair value,
establishes a framework for measuring fair value in generally accepted accounting principles and expands disclosures
about fair value measurements. SFAS No. 157 is effective for our fiscal year that begins on December 30, 2007. We are
in the process of evaluating the impact of our adoption of SFAS No. 157,

Item 7a. Quantitative and Qualitative Disclosures about Market Risk
interest Rate Risk

At December 29, 2007, our investment portfolios included unrestricted and restricted investment securities with fair values
of $166.7 million and $75.0 million, respectively. These securities are subject to interest rate risk and will decline in value
if interest rates increase. Interest income earned on our investments is affected by changes in the general level of U.S.
interest rates. These income streams are generally not hedged.

As of December 29, 2007, $102.2 million of our marketable securities were invested in auction rate securities (“ARS").
Through March 10, 2008, we had reduced our total investments in ARS to $29.5 million, principally by investing in other
short-term marketable securities as individual ARS reset periods came due and the securities were once again subject to
the auction process. Through March 10, 2008, auctions for eight of these securities, with principal amounts aggregating
$29.5 million, were unsuccessful due to recent weakness in the auction markets. As a result, we continued to hold these
securities and earn interest at the maximum contractual rate.

Based on current market conditions, there is no assurance that auctions on the remaining ARS in our investment portfolio
will be successful. Unsuccessful auctions will cause us to hold securities beyond their next scheduled auction reset dates
and limit the short-term liquidity of these investments. While these failures in the auction process have affected our ability
to access these funds in the near term, we do not believe that the underlying securities or collateral have been affected.
We believe that the higher reset rates on failed auctions provide sufficient incentive for the security issuers to address this
lack of liquidity. However, our ability to liquidate and fully recover the carrying value of our remaining ARS in the near term
may be limited. These developments may result in the classification of some or all of these securities as long-term in our
consolidated financial statements in 2008 or future periods. In addition, if the issuers are unable to successfully close
future auctions and their credit ratings deteriorate, we may, in the future, be required to adjust the carrying value of these
investments through an impairment charge.

Due to the relatively short duration of our investment portfolic, an immediate ten percent change in interest rates (e.g.
3.00% to 3.30%) would have no material impact on our financial condition or results of operations.

Foreign Currency Risk

In addition to our U.S. operations, we conduct business through subsidiaries in Europe, Israel, Asia-Pacific, Canada and
South America. As a result, our financial position, results of operations and cash flows can be affected by fluctuations in
foreign currency exchange rates, particularly fluctuations in the Pound Sterling, Euro, Israeli Shekel and Swiss Franc
exchange rates. Additionally, a portion of our sales to customers located in foreign countries, specifically certain sales by
our IPWireless subsidiary, are denominated in Euros, which subjects us to foreign currency risks related to those
transactions. We analyze our exposure to currency fluctuations and may engage in financial hedging technigues in the
future to reduce the effect of these potential fluctuations, We do not currently have hedging contracts in effect.
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Report of Emnst & Young LLP, Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
NextWave Wireless Inc.

We have audited the accompanying consolidated balance sheets of NextWave Wireless Inc. as of December 29, 2007
and December 30, 2008, and the related consolidated statements of operations, redeemable convertible preferred stock
and stockholders'/members’ equity and cash flows for the years then ended and for the period from April 13, 2005 (date of
inception) through December 31, 2005. Our audits also included the financial statement schedule listed in the Index at
ltem 15(a). These financial statements and schedule are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements and schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
~ States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
- financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting
- the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in ali material respects, the consolidated financial
position of NextWave Wireless Inc. at December 29, 2007 and December 30, 2006, and the consolidated results of its
operations and its cash flows for the years then ended and for the period from April 13, 2005 (date of inception} through
December 31, 2005, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related
financial statement schedule, when considered in relation to the basic financial statements taken as a whole, present fairly
in all material respects the information set forth therein.

As discussed in Note 1 to the consolidated financial statements, effective January 1, 2006, the Campany changed its
method of accounting for share-based payments in accordance with Statement of Financial Accounting Standards No.
123(R), Share-Based Payment.

We also have audited, in accordance with the standards of the Public Company Accounting Qversight Board (United
States), NextWave Wireless Inc.’s internal control over financial reporting as of December 29, 2007, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission and our report dated March 11, 2008 expressed an unqualified opinion thereon.

/s ERNST & YOUNG LLP

San Diego, California
March 11, 2008
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NEXTWAVE WIRELESS INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except par value data)

December 29, December 30,

2007 2006
ASSETS
Current assets:
Cash and cash eqUIVAIENTS ...........ocociiiieiieiiie et et $ 53,050 § 32,980
Marketable SECUIILIES .....oii ettt 113,684 167,705
Accounts receivable, net of allowance for doubtful accounts of $1,419 and $321,

TESPECLIVEIY oottt et 14,788 5,056
TIVEIIOTY oottt b e bbbt sbe st s n e 4,934 266
Deferrad COMMTACE COSIS ..ooii e eetee sttt e st s b s s et st s ssaas s e s e tae e e e rn e s snneeas 27,840 2,397
Prepaid expenses and other curTent assetS ... 9,444 7,571

TOLA] CUITENT ASSELS . ..tv i itieeciee e ecee et et e e e et eeemta e s esseeaaneesnnasesabesabetesabasbassaabarabans 223,740 215,975

RESTFICTEA CASH cvviiiieiii ettt iate e s s st e e s s aer s e tna e erssbe e e e snsee e e baaaanssseeeeemeneesnsnenennn 75,000 75,000
Wireless spectrum lICENSEs, NEL ....ooooiiiiiie ettt erer s srasrarnes 633,881 527,998
GOOAWITE <.t e et e et e et e e ee e e e e e aaeemeeseemesb st on s aab ek et s esbebseab et b e s annenen 171,056 32,184
Other intangible @ssets, Nt ... ..o ettt 82,388 18,570
Property and eqUipPMENt, NEL ....ccoveeeerivrieciiee s e 44,382 17,529
Oher NONCUITEIE ASSETS . eiiiiicieieieireerrrtrrrrerreeesssirresesarteessasessassseesasseeeessseessesnnnesssnneesnsnnerenas 28,291 9,823
O] BSSEES . 1enveeeeeerrssssssseeeeeesee e e e eeee e e e eaeeeeeeeeeeeseseeesmeese e e e e e e e e e e et e e e et e eabe s et et e eraearans S 1,258,738 % 897,079
LIABILITIES AND STOCKHOLDERS’ EQUITY

Current liabilities:
ACCOUNES PAYADIE ©.ooviiiiie et b et e b e e e 5 25885 8 1,630
ACCTUEH EXPEIISES ...ttt sttt et ettt ste et e e 76,137 33,537
Current portion of long-term obligations.........ii . 6,745 3,065
DIETEITEU TEVEIIUE ...oviteireirsire e e e e ee e ee e e e e e e e e e e beebs e s ebs b e s b s bbb s s 55,964 10,253
Other current liabilities and deferred credits .....coovviiiiviiici e s 2,931 1,240
Total current HABIIEES ..ot einicis e nas s st 167,662 49,725
Deferred income taX HADIIIES ...vvvov oottt bttt s e ssnens 103,264 75,774
Long-term obligations, net of CUTent POMION ........eveveveeerierereree e eeen e 320,782 298,030
Accrued purchase consideration and bonuses payable ... 57,903 —
Other long-term obligations and deferred credits ... 8,376 3324
Minority interest in SUDSIAIANY .....oovivirieiiirmirere e bbb — 1,048

Commitments and contingencies
Redeemable Series A Senior Convertible Preferred Stock, $0.001 par value; 355 shares
authorized; 355 shares issued and outstanding, liquidation preference of $375,811 at
DecembBeEr 29, 2007 ... .ottt e eae e e e e e e e et e e e et e e erranr et e ne e e e eean 371,986 —
Stockholders’ equity:
Preferred stock, $0.001 par value; 25,000 shares authorized; 355 shares designated as
Series A Senior Convertible Preferred Stock; no other shares issued or

OUESTANINE ..ottt e s r s s e s s — —
Common stock, $0.001 par value; 400,000 shares authorized; 92,667 and 83,716 issued
and outstanding at December 29, 2007, and December 30, 2006, respectively ............. 93 84
Additional paid-in-Capital ... 686,918 620,423
Accumulated other comprehensive income (10SS) ....coocovverervivirinssre e 12,836 (357)
ACCUMUIALE dEIICIL..v.eeieiiceeee e bt sesnerer e {471,082) (150,972)
Total stockholders” eqUILY . ... ..o e 228,765 469,178
Total liabilities and stockholders” equity.......cccoviriiiiiiiiice i g 1,258,738  § 897,079

The accompanying notes are an integral part of these consolidated financia! statements.
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NEXTWAVE WIRELESS INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Inception
(April 13,
2005)
Years Ended to
December 29, December 30, December 31,
2007 2006 2005
Revenues:
Technology licensing and Service .......oovecceircrers v sevrese e s 38246 § 24,284 § 4,144
HATAWATE......... et saa e s ss e s s s e e sbbn e s s e st be s s seaabensessns 20,861 — —
TOLAI FEVETIUES ..eoeivrreeeee e v e e v e s e s s e s ea et es e semseaesenres 59,107 24,284 4,144
Operating expenses:
Cost of technology licensing and service revenues .......ccoveeecnnenen. 22,080 12,054 4,573
Cost O hardWare FEVEIUES .....vvieeeeee et eere e eeene e e e 41,017 — —
Engineering, research and development .............cccoceonieicivirivnnninns 149,645 54,304 17,508
Sales and marketing........oooveeeeiiinccrrree s 29,727 9,992 2,960
General and adminiStrALIVE ........ooooiiiireieeeeeeeee et sere e 92,992 50,043 15,159
Purchased in-process research and development costs...........c.ocene.e, 12,060 3,538 6,600
Business realignment costs {Credits).....cc.ouevvrviievvvvinnrionniseinsnesenn.s — (7,121) 13,031
Total Operating eXPeNSES.....ocoooe ot rr s s ee e sseeeee e rsaerrre e 347,521 122,810 59,831
L0SS from Operations ........cccccovvevvnnieneiniesesrese s (288,414) {98,526} {55,687)
Other income (expense):
INLEIEST INCOIMIE ..ottt raessre st ebs o 16,076 12,533 11,051
INLEreSt EXPENSE ...ovvicecece et e e e s s e s e e s e s e rean {(46,408) (20,647) (1,006)
Other income (EXPENSE), NEL.....c.civvvivirieierieraieinrseereseererensneseressasesens (1,777) (23) (20)
Total other income (EXPENSe), NEL.........ccocvcirieireerene e eeeenns {32,109) (8,137) 10,025
Loss before provision for income taxes and minority interest...... (320,523) (106,663) (45,662)
Income tax benefit (ProviSion) ........ccecmieeieerieeisereeen s (633) 35 (417)
MINOTITY INLEIEST ... ieeeeeeie ettt ee ettt er e e eae e enean 1,048 1,608 127
INEE 0SS .. eveeveeereresese s sen s esseeses et esesessssseess e st seesessseses e (320,110) (105,020 (45,952)
Less: Preferred stock dividends......ccccoviriiiicicciveviciece e (20,810) — —
Accretion of issuance costs on preferred stock ... (210) — —
Net loss applicable to common shares.........cccooeivieiieenenen. § (341,130 § (105,020) $ (45,952)
Net loss per common share — basic and diluted .........ccoceoveeiieiiiiiiin, $ (3.81) % (1.28) N/A
Weighted average shares used in per share calculation ........cecveevivvnnnnn, 89.441 81,841 N/A

See Note 1 for pro forma net loss per common share information for the period ending December 31, 2005.

The accompanying notes are an integral part of these consclidated financial statements.
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NEXTWAVE WIRELESS INC.
CONSOLIDATED STATEMENT OF REDEEMABLE CONVERTIBLE PREFERRED STOCK AND
STOCKHOLDERS'/MEMEBERS’ EQUITY
(in thousands)

Accumulated
Redeemable Other Tatal
Convertible Membership Additienal Comprehensive Stockholders’/
Preferred Stock Common Steck Interests Paid-In 1 Acc lated Mimbers’ Comprehensive
Shares Amount Shares Amount Units Amount Capltal (Loss) Deflcit E.quity Loss
Capital contributions upan
Inception (April 13,2005)....... —  § — — 3 — 486,672 § 588279 & — 3 — % — s 588,279
Accumulated deficit of variable
interest entity contributed upon
inception (Aprit 13, 2005)......... — — — - — — — — (3,206} (3,206}
Share-based compensation for non-
employee advisory services....... — — — — — 1,075 — — — 1.G7S
Unrealized net losses on
marketable securities.........ou..... — — — — - — — (832) — (832) % (832
Net loss. — — — — — — — {45,952) (45,952) {45,952)
Balznce at December 31,2005 ..... — — — — 488,672 589,354 — (832} (49,158) 539364 § 46,784)
Units issued and stock options
exchanged in 4 business
BCQUISTLION +. v enressnns ennsnans — — — — 1,558 1,558 904 — - 2,462
Shares/units issued for stock/unit
options and warrants exercised,
net of repurchases.. —_ — 1,504 2 1,382 1,382 6 — — 1,390
Sale of restricted units. . — — — — 1,006 1,000 — —_ —_ 1,000
Share-based compensation expense — — — -— — 3969 1,187 — — 5,156
Distributions to members................ —_ — — — — (3.481) — — — (3,481)
Accumulated deficit of vanable
interest entity eliminated upon
acquisition by NextWave ......... — — — e — — — — 3,206 3,206
Fair value of warrants issued in
connection with the issuance of
7% Senior Secured Notes. " — —_ — — 24,626 — — — 24,626
Eschange membership interests for
common shares in conjunction
with the Corporate Conversion
b £ 51 R — — 82,212 82 (492,612) {618,408} 618,326 — —_ —_
Unrealized net gains on marketable
securities. — — — — — — — 475 — 475§ 475
Net loss.. . - — — — - — — — {105,020} (105,020) {105,020)
Balance at December 30, 2006 ..... — —_ 83,716 84 — 620,423 {357) {150,972} 469,178 % (104,545)
Shares issued for cash, net of
issuance costs and embedded
derivatives of $4.035....cccuereenne 355 350,966 — —_ — — — — —_ —
Shares issued to acquire
IPWireless, Inc. ..o — — 7651 8 —_ —_ 74,514 —_ — 74,522
Shares issued under stock
incentive plans........ccoiiineens _— — 3719 — — 174 — — 2,174
Shares issued for warants
exercised. . — — 570 L — — 3 — — 4
Share-based compensation expense — — 251 — — — 10,824 — _— 10,824
[mputed dividends on Series A
Senior Convertible Preferred
Stock - 20,810 — - — — {20,810) — — 20,810y
Accretion of issuance costs on
Series A Senior Convertible
Preferred Stock....nnnrnernnns — 210 — —_ — — (210) — — (210)
Unrealized net gains on marketable
SECUTILIES 1oovereerssicrrnissremsssmnsnnenss — — — — e — — 348 — 348 % 348
Foreign currency translation
AdjuStment oo e e — — —_ - —_ —_ — 12,345 _ 12,845 12,845
Net loss. — - — — — — — — {320,110} (320,110 (320,1L0)
Balance at December 2%, 2007 355 % 371,986 92,667 & 93 — — $ 686918 % 12,336 §  {(471,082) § 228,765 % (306,917}

The accompanying notes are an integral part of these consolidated financial statements.
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NEXTWAVE WIRELESS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

Inception
(April 13,
2005)
Years Ended to
December 29, December 30, December 31,
| 2007 2006 2005
- OPERATING ACTIVITIES ..ot
INEE LSS wocverreririer st se st esea et sr st re bt b et st et e s bt ea b ebanbetaesansessenes $ (320,110 § (105,020) S (45,952)
Adjustments to reconcile net loss to net cash used in operating activities:
| DEPLECIALION o.ceevvviieeee et nean 11,957 6,081 661

Amortization of intangible ASSELS ....cooeviviieii i e 24,320 5,831 2,926

Non-cash share-based compensation............cccovvvrmnnrvsniniesneeseencinsienes 18,419 5,156 1,075

In-process research and development...........ococcecovinnennrnininnnci s 12,060 3,538 6,600

Accretion Of INLErest EXPENSE ....iceiceeeeeeeee s raae s 21,201 9,503 939

| MINOTILY INLETEST..ouiiciiiii it (1,048) (1,537) —

Non-cash business realignment costs (Credits)........ovvvevvervvnnviincrnieees - (7,121) 13,031

Losses incurred on strategic inVeSHMENt ... ...oueeceveiveeievevieeveesesseeeeaeneeees 1,359 1,494 159

Other non-cash adjustments ........ccccoveeeeinieireersieinie e rens 6.234 848 (614)

Changes in operating assets and liabilities:

ACCOUNES TECEIVADIE. ...ttt et 4,317 (1,513) {406)

IIVEIEOTY ..ottt rin sttt st et eeteene et e ensaensernsernaentasn 1,124 (266) —

Deferred CONMIACE COBLS .....oo.viiii e ririee e cee e e e ee e see e et e et ermesnnrens (24,024) (1,499) (424)

Prepaid expenses and other current 8sSetS .......ccoeevevviinivionsssesvisesees (2,118) (2,197) (3,742)

OHHET ASSELS....ciiie e et et e see s sre s et bt essaerte st o sseeatene 1,376 (724) 205

Accounts payable and accrued liabilities. ..o e 13,557 22,819 4,758

Deferred FEVENUE ......oovveve ettt ettt ests et e sbasstaeeeeeaeeeeetean 34,063 8,599 1,760

Other current liabilities and deferred credits ........ocoveeeeieieirr i 988 {329) 350

Net cash used in operating activities .......ocoevvsiviiiiniicee e (196,325) (56,337) {18,674)
INVESTING ACTIVITIES.... ..ottt en e
Proceeds from maturities of marketable securities ..o, 45,005 457,985 1,137,962
Proceeds from sales of marketable securities...............ocoovvovvreeeeeeeeeeee e, 1,101,201 1,091,844 —
Purchases of marketable SECUTIES ..cocvvvrvrerieiee e (1,091,837) (1,351,477) (1,503,544)
Cash paid for business combinations, net of cash acquired......................... (99,198) (8,446) (46,621)
Payments for wireless spectrum HHCeNSES ..o.oovveivecieieeieieee e evae e {54,464) (400,337) (18,780)
Purchase of property and equIpment.........ccoovcovvinieieeet e vnrrerr v (29,922) (13,036) (7,278)
Cash paid for investment in software development company..........cocoevenne.. — — {4,500}
Oher, DET .ottt e te e eae e e e e esee e st e snesaret (351) (1,909 —

Net cash used in investing activities ...........cccovvvnnvirr i ceecec e (129,766) (225,376) (442,761)
FINANCING ACTIVITIES ... sanse s
Proceeds from the sale of Series A Senior Convertible Preferred Stock,

NET OF COSES 10 I88UE....oviiriesieiresre e e e e e vre et eteeneestestesteateseeatesatenessaares 351,146 — —
Proceeds from long-term obligations, net of costs to iSSue........ccvvveeuenrenns — 295,018 —
Payment to restricted cash account securing long-term obligations ............ — (75,000) —
Payments on long-term obligations...........occovveninviincioiiiinc e (4,777) (2,502) (15)
Proceeds from the sale of common shares and membership equity

I TEEES .. veeteecitie ettt it e eeeeeees b st eb et ete b et e e e e eee e e e e e vere e reeernreasreesrarenaens 2,178 2,390 —
Proceeds from investment by joint venture partner ..............c.ooceeevreveennens — 2,585 —
Cash distributions paid t0 MEMbBETS ........coivveeieiririininir e (2,034) (1,447) —

Net cash provided by financing activities ..........coervvvveininsissiiicns 346,513 221,044 (15)
Effect of foreign currency exchange rate changes on cash ..o, (352) — —
Net increase (decrease) in cash and cash equivalents ...........ccocvevenee 20,070 (60,669) (461,450)
Cash and cash equivalents, beginning of period .......cccoevvniiiiciceccee 32,980 93,649 555,099
Cash and cash equivalents, end of period ..........cc.ooiioioiv e S 53,050 % 32980 § 93,649
The accompanying notes are an integral part of these consolidated financial statements.
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NEXTWAVE WIRELESS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Description of Business and Summary of Significant Accounting Policies and Significant Accounts

NextWave Wireless Inc. (together with its subsidiaries, “"NextWave”, "we”, “our” or “us”) is a wireless technology
company that develops, produces, and markets mobile multimedia and wireless broadband products, including device-
embedded software for mobile handsets, advanced mobile TV systems, fourth generation (“4G") wireless broadband
semiconductors and mobile broadband network equipment. Cur products and technologies are designed to power
wireless networks and devices that enable mobile multimedia and wireless broadband services. Qur customers include
many of the world's largest mobile handset and wireless service providers.

The accompanying consolidated financial statements have been prepared assuming that we will continue as a
going concern. This basis of accounting contemplates the recovery of our assets and the satisfaction of our liabilities in
the normal course of business. We have generated net losses of $320.1 million, $105.0 million and $46.0 million for the
years ended December 29, 2007 and December 30, 2006 and for the period from inception (April 13, 2005) to December
31, 2005, respectively, and have an accumulated deficit of $471.1 million at December 31, 2007. We have used cash from
operating activities of $196.3 million, $56.3 million and $18.7 million for the years ended December 29, 2007 and
December 30, 2006 and for the period from April 13, 2005 through December 31, 2005, respectively. We have net
working capital of $56.1 million at December 29, 2007.

We have funded our operations, strategic investments and wireless spectrum license acquisitions primarily with
the $550.0 million in cash received in our initia}l capitalization in April 2005, the net proceeds of $295.0 million from our
issuance of 7% Senior Secured Notes in July 2006 and the net proceeds of $351.1 million from our issuance of Series A
Senior Convertible Preferred Stock in March 2007. Our total unrestricted cash, cash equivalents and marketable
securities at December 29, 2007 totaled $166.7 million.

Based on the operating plan for the year ended December 27, 2008 approved by our board of directors,
management believes our existing cash, cash equivalents and marketable securities, the release of the $75 million of
restricted cash and cash forecasted to be generated by operations will be sufficient to meet the our estimated working
capital and capital expenditures requirements through at least March 2009.

If events or circumstances occur such that we do not meet our operating plan as expected, we may be required to
seek additional capital and or to reduce certain discretionary spending, which could have a material adverse effect on our
ability to achieve our intended business objectives.

Our long term operating success will depend on our ability to develop, introduce and market enhancements to our
existing products and services, to introduce new products and services in a timely manner, which meet customer
requirements and to respond to competitive pressures and technological advances. In order for us to achieve positive
operating results and positive cash flows, we will need o achieve a substantial increase in the level of revenues and
achieve sufficient gross margins to cover our ongoing operating expenses and debt service costs.

We will need to secure significant additional capital to implement changes to, or expansions of, our business pian
and to continue to fund our research and development activities and cur operating losses until we become cash flow
positive. We may also require additional cash resources for other future developments, including any investments or
acquisitions we may pursue, such as investments or acquisitions of other business or technologies, To augment our
existing working capital resources in order to satisfy our cash requirements, we may seek to sell debt securities or
additional equity securities or to obtain a credit facility. Our Senior Secured Notes and our Series A Senior Convertible
Preferred Stock prohibit our incurrence of additional indebtedness, subject to certain exceptions. The sale of equity
securities or convertible debt securities could result in additional dilution to our stockholders.

The incurrence of additional indebtedness would result in additional debt service abligations and the requirement
that we comply with operating and financial covenants that would restrict our operations. In addition, there can be no
assurance that any additional financing will be available on acceptable terms, if at all.

We have been approached by a number of wireless carriers with preliminary indications of interest in acquiring
certain of our wireless spectrum licenses. We plan to entertain such offers to the extent we deem the terms to be
attractive and have met with a nationally recognized investment banking firm to discuss our plans for a disposition of
spectrum. There can be no assurance that any spectrum disposition will be consummated.
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Corporate Conversion Merger

In order to convert NextWave Wireless LLC with and into a corporate form, the Board of Managers and a majority in
interest of the holders of NextWave Wireless LLC membership units approved the merger of NextWave Wireless LLC with
a wholly owned subsidiary of a newly formed Delaware corporation, NextWave Wireless Inc. ("Corporate Conversion
Merger”). On November 13, 2006, the Corporate Conversion Merger was completed and NextWave Wireless LLC
became a wholly-owned subsidiary of NextWave Wireless Inc. Under the terms of the merger agreement, NextWave
Wireless Inc. issued shares of its common stock to holders of NextWave Wireless LLC’s membership units in exchange
for all of the outstanding membership units of NextWave Wireless LLC, with NextWave Wireless LLC unitholders receiving
one share of NextWave Wireless Inc. common stock for every six membership units of NextWave Wireless LLC that they
held. Additionally, the terms of the CYGNUS 2004 Stock Option Plan, a plan administered by NextWave's wholly-owned
subsidiary, CYGNUS Communications, Inc. (“*CYGNUS"), which was amended in February 2006, provided for the
conversion of each CYGNUS option into 0.05097 options to purchase shares of NextWave common stock at the time of
the conversion. Foliowing the Corporate Conversion Merger, NextWave Wireless LLC’s obligation to file periodic reports
under the Securities Exchange Act of 1934 was suspended, and NextWave Wireless Inc. became the successor to
NextWave Wireless LLC for Securities and Exchange Commission (“SEC") reporting purposes.

All references to per unit amounts in the notes to the consolidated financial statements regarding per unit and stock option
information have been restated to their equivalent shares based on the conversion of the membership units of NextWave
Wireless LLC into shares of common stock of NextWave Wireless Inc and the conversion of stock options of CYGNUS
into stock options for shares of common stock of NextWave Wireless Inc.

Inception of NextWave Wireless LLC

NextWave Wireless Inc. ("Old NextWave Wireless”) was formed in 1996 as a wholly-owned operating subsidiary of
NextWave Telecom, Inc. (*"NTI"), which sought to develop a nationwide CDMA-based personal communication services
(“PCS") network. in 1998, Old NextWave Wireless, together with NTI and its other subsidiaries (the “NextWave Telecom
group”), filed for protection under Chapter 11 of the United States Bankruptcy Code. In December 2004, Old NextWave
Wiretess was converted from a corporation to a limited liability company named NextWave Wireless LLC. On March 1,
2005, the Bankruptcy Court confirmed the ptan of reorganization of the NextWave Telecom group. The cornerstone of the
plan was the sale of NTI| and its subsidiaries, excluding Old NextWave Wireless, to Verizon Wireless for approximately
$3.0 billion. With the proceeds of the Verizon sale, as well as the proceeds of prior PCS spectrum license sales to
Cinguiar Wireless, Verizon Wireless and MetroPCS, ali creditors of the NextWave Telecom group were paid in full and the
NTI equity holders received an aggregate cash distribution of approximately $2.6 billion. In addition, the plan provided for
the capitalization and distribution to the NTI equity holders of NextWave Wireless LLC, a new wireless technology
company. Pursuant to the plan, on April 13, 2005, the NextWave Telecom group abandoned substantially all of its PCS
assets other than the spectrum licenses and all remaining non-PCS assets and liabilities were contributed to Old
NextWave Wireless. Immediately thereafter limited liability company interests (“LLC Interests”) in NextWave Wireless LLC
were distributed to the NTI equity holders and NextWave Wireless LLC was capitalized with $550.0 million in cash.
Through this process, Old NextWave Wireless was reconstituted as a company with a new capitalization and a new
wireless technology business plan. The significant underlying assets contributed to NextWave Wireless LLC included
NTI’s residual cash referred to above, the common stock of NextWave Broadband Inc., the convertible Series A Preferred
Stock and notes receivable from CYGNUS, and wireless spectrum licenses from the Federal Communications
Commission (“FCC") useful to NextWave or its new wireless technology business. Pursuant to the plan, the NTI
shareholders received undivided interests in the underlying assets of NextWave Wireless LLC as part of their
consideration for the redemption of their NTI shares, which was followed by the deemed contribution of these undivided
interests to NextWave Wireless LLC in return for unit membership interests.
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The assets and liabilities contributed to NextWave on April 13, 2005, were recorded at their carryover basis, which we
believe approximated fair value, at that date and include the assets and liabilities of CYGNUS at their respective book
values, including cash of $5.1 million, which were consolidated in accordance with Financial Accounting Standards Board
Interpretation No. 46 (Revised) (“FIN 46(R)"). A summary of the consolidated assets and liabilities contrlbuted to us on
April 13, 2005 is as follows:

(in thousands)

(07 112 D O OO O OO OSSO U PO PORPORRROPOON $555,099
Prepaid expenses and other CUIment @SSELS ... e 1,240
Property and equUIpPMEnt, NEt.... ... 9,706
WiIrelESS SPECITUM lICBMSES. ...eei ettt ettt et e e e e ee e e s s s ae e et bbb s s e s ke sr et e e e e 33,597
e TaTo s 1111 FRURUTOTT U U U RO E T O T RSO POUPPOP P 4,619
Deposits and other NONCUMENT @SSELS ... s 369
Lease obligations for wireless spectrum lICENSES ... (16,107)
ACCrUB 1EASE NADIIIY ... e et e {1,260)
Accrued expenses and other current iabilities ... e {1,120)
Minority interest in variable interest @ntity...........c.oiiii (1,070)
Accumulated deficit of variable interest entity ... e 3,206
TOtal MEMDETSNIP INTEIESIS .. ..ottt e s e e bt e b ee e e dsa et s nae e nr e $588,279

Principles of Consolidation and Strategic Investments

Our consolidated financial statements include the assets, liabilities and operating results of our wholly-owned and
majority-owned subsidiaries as of December 29, 2007 and December 30, 2006 and for the years then ended, and for the
period from Aprit 13, 2005 (date of inception) through December 31, 2005. Qur operating results through January 2006
also include those of CYGNUS, of which we were the primary beneficiary until February 2006, when we acquired all of the
remaining ownership interests of the entity and it became a wholly-owned subsidiary. Minority interest principally
represents minority shareholders’ proportionate share of the net equity in our consolidated subsidiary, Inquam Broadband
Holding (“Inquam Broadband™). All significant intercompany accounts and transactions have been eliminated in
consolidation.

The equity method of accounting is used for our October 2005 investment in preferred stock of Hughes Systique
Corporation, an early stage software development services company. NextWave's share in the income or loss is
determined by applying the equity method of accounting using the “hypothetical-liquidation-at-book-value” method. Under
the hypothetical-liquidation-at-book-value method, the investor's share of earnings or losses is determined based on
changes in the investor’s claim in the book value of the investee. Additionally, the carrying value of investments accounted
for using the equity method of accounting is adjusted downward to reflect any other-than-temporary declines in value.
NextWave's share of the losses of Hughes Systique of $1.4 million, $1.5 million and $0.2 million for the years ended
December 29, 2007 and December 30, 2008, and the period from inception (April 13, 2005) to December 31, 2005,
respectively, are included in engineering, research and development expenses in the accompanying consolidated
statements of operations.

Hughes Systique also provides us with engineering consulting services under an agreement whereby we have committed
to use the services of 50 engineers at Hughes Systique through June 2009. Engineering consulting expenses totaled $1.5
million and $0.2 million during the years ended December 29, 2007 and December 30, 2006. No expenses were incurred
during the period from inception (April 13, 2005) to December 31, 2003.

In February 2008, we executed a loan agreement with Hughes Systique for 6% senior secured convertible notes, whereby
we committed to make available up to $1.5 million in funding. The commitment expires in February 2011 and all principal
and interest is due three years from the date of the advance. At the maturity date or upon a default event, we have the
option to convert any unpaid amounts into shares of preferred stock of Hughes Systique. The carrying value of this
investment, was $1.5 million and $2.8 million at December 29, 2007 and December 30, 2006, respectively, and is
reported in other noncurrent assets in the accompanying consolidated balance sheets. These amounts combined with the
funds made available under the loan agreement of $1.5 million, represent our maximum remaining exposure to a loss.

Fiscal Year End

Effective January 1, 2006, we changed our fiscal year end and quarterly reporting periods from quarterly calendar periods
ending on December 31, to a 52-53 week fiscal year ending on the Saturday nearest to December 31 of the current
calendar year or the following calendar year. Normally, each fiscal year consists of 52 weeks, but every five or six years
the fiscal year consists of 53 weeks. Fiscal years 2007 and 2006 were 52-week years ending on December 28, 2007 and
December 30, 2006, respectively, and the first 53-week year will occur in 2009.
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Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Revenues, Cost of Revenues and Deferred Contract Costs

We derive revenues primarily from contracts to provide embedded multimedia software products for mobile devices and
- related royalties through our PacketVideo subsidiary. In 2007, we also began to derive revenues from sales of wireless
broadband and mobile broadcast network products and services by our newly acquired subsidiaries, IPWireless and GO
Networks. The wireless broadband and mobile broadcast network products and services sold by IPWireless and GO
Networks generally include embedded software. We also recognize revenue from customer subscriptions for the WIMAX
network operated by our WiMax Telecom subsidiary.

For arrangements that do not contain software or embedded software that is incidental to the arrangement, we recognize
revenue in accordance with the basic principles in Staff Accounting Bulletin {("SAB") No. 104, Revenue Recognition, when
persuasive evidence of an arrangement exists, delivery has occurred, the fee is fixed or determinable and collectibility is
reasonably assured.

For software arrangements, or in cases where the software is considered more than incidental and is essential to the
functionality of the hardware or the infrastructure products, revenue is recognized pursuant to American Institute of
Certified Public Accountants (*AICPA") Statement of Position (“SOP”) No. 97-2, Soffware Revenue Recognition, SOP No.
98-9, A Modification of SOP 97-2 Software Revenue Recognition with Respect to Certain Transactions and Emerging
Issues Task Force (“EITF") Issue No. 03-5, Applicability of SOP 97-2 to Non-Software Deliverables in an Arrangement
Containing More-Than-Incidental Software. We also consider the provisions of SOP No. 81-1, Accounting for
Performance of Construction-Type and Certain Production-Type Contracts.

We evaluate each deliverable in the arrangement to determine whether it represents a separate unit of accounting. If
objective and reliable evidence of fair value exists (i.e. vendor specific objective evidence or “VSOE") for all units of
accounting in the arrangement, revenue is allocated to each unit of accounting or efement based on those relative fair
values. If VSOE of fair value exists for all undelivered elements, but not for delivered elements, the residual method would
be used to allocate the arrangement consideration.

To date, we have not been able to establish VSOE for any of the elements included in our revenue arrangements, as the
software and hardware products or services have not yet been sold separately, nor has a standard price list been
established. As a result, once the software or technology is delivered and the only undelivered element is services, the
entire non-contingent contract value is recognized ratably over the remaining service period. Costs directly attributable to
providing these services are also deferred and amortized over the remaining service period of the respective revenues.

For arrangements in which customers pay one contracted amount for multiple products and services, or a combination of
products and services, we also consider EITF Issue No. 00-21, Revenue Arrangements with Muiltiple Deliverables. Our
software arrangements can include a software or technology license, non-recurring engineering (“NRE") services, and
post contract support ("PCS").

If elements cannot be treated as separate units of accounting under EITF No. 00-21, they are combined into a single unit
of accounting and the associated revenue is deferred until all combined elements have been delivered or, until there is
only one remaining element to be delivered. Services sold separately are generally billed on a time and materials basis at
agreed-upon billing rates, and revenue is recognized as the services are performed.

We earn royalty revenues on licensed embedded multimedia products sold by our licensees. Generally, royalties are paid
by licensees on a per unit or contingent usage basis. The licensees generally report and pay the royalty in the quarter
subsequent to the period of delivery or usage. We recognize royalty revenues based on royalties reported by licensees.

If we receive non-refundable advanced payments from licensees that are allocable to future contracts periods or could be
creditable against other obligations of the licensee to us, the recognition of the related revenue is deferred until such
future periods or until such creditable obligations lapse.

When royalty arrangements also provide for ongoing PCS that does not meet the criteria to be accrued on delivery of the
software, the royalty is recognized ratably from the date the royalty report is received through the stated remaining term of
the PCS arrangement. In limited situations, we have determined that PCS revenue can be recognized upon delivery of the
software because the obligation to provide PCS is for one year or less, the estimated cost of providing the PCS during the
arrangement is insignificant and unspecified upgrades or enhancements offered for the particular PCS arrangement
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historically has been and are expected to continue to be minimal and infrequently provided. In these instances, we have |
accrued all the estimated costs of providing the services, which to date have been insignificant.

Arrangements generally do not allow for product returns and we have no history of product returns, Accordingly, no
allowance for returns has been provided. In instances where we have noted extended payment lerms revenue is
recognized in the period the payment becomes due. If an arrangement includes specified upgrade rights, revenue is
deferred until the specified upgrade has been delivered.

The timing and amount of revenue recognition depends upon a variety of factors, including the specific terms of each
arrangement and the nature of our deliverables and obligations. Determination of the appropriate amount of revenue
recognized involves judgments and estimates that our management believes are reasonable.

Warranty Obligations

Our products typically carry a one-year hardware warranty. We establish reserves for estimated product warranty costs at
the time revenue is recognized based upon our historical warranty experience and any known product warranty issues.

Sales Taxes Collected

Sales taxes collected from customers and remitted to various governmental agencies are excluded from revenues in our
consclidated statement of operations.

Shipping Revenues and Costs

Product shipping costs billed to our customers are included in hardware revenues in the accompanying consolidated
statements of operations. The costs of shipping products to our customers are expensed as incurred and are included in
cost of revenue in our consolidated statements of operations.

Engineering, Research and Development

Engineering, research and development costs are expensed as incurred, except for burdened direct costs associated with
deferred revenue from contract engineering services performed by NextWave.

We account for research and development costs in accordance with several accounting pronouncements, including
Statement of Financial Accounting Standards (“SFAS”) No. 2, Accounting for Research and Development Costs, and
SFAS No. 86, Accounting for the Costs of Computer Software to be Sold, Leased, or Otherwise Marketed. SFAS No. 86
specifies that costs incurred internally in researching and developing a software product should be charged to expense
until technological feasibility has been established for the product. Once technological feasibility is established, all
software costs should be capitalized until the product is available for general release to customers. Judgment is required
in determining when technological feasibility of a product is established. As a result of the manner in which we develop
software, technological feasibility is often reached only when a working mode! of the software is compieted and has been
confirmed by testing, which is generally shortly before the products are available for general release to customers.
Through December 29, 2007, costs incurred after technological feasibility is established have been insignificant, and
accordingly, we have expensed all research and development costs when incurred.

Business Realignment Costs

Business realignment costs for the period from inception (April 13, 2005) to December 31, 2005 were $13.0 million and
include non-cash impairment costs of $5.9 million for certain hardware and service costs deemed to have no vailue in
consideration of the then current technology and marketing trial plans in Las Vegas, Nevada. The impairment loss
recognized was equal to the carrying value of impaired assets. Additionally, upon emergence from bankruptcy, we
assumed certain future purchasing obligations regarding the procurement of network services, up to a contract value of
$30.0 million, which had a termination liability equal to $9.0 million, less 30% of the contract value utilized subsequent to
emergence and prior to termination. [n October 2005, upon completion of a business review of our planned market trial
plans in Las Vegas, Nevada and other markets, we determined that we could not reasonably foresee meeting our
minimum purchase obligations under this agreement. Therefore, an accruable event was deemed to have occurred and a
$7.1 million impairment loss was recognized in October 2005. During 2008, this reserve was reversed as a result of a
contract renegotiation reducing the contract value to $10.0 million and extending the term of the agreement to 2016. We
are presently contracting certain network services with this vendor and believe that we will continue to fulfill our obligation
under the terms of the amended contract.

NextWave 2007 | 78




Income Taxes

We adopted Financial Accounting Standards Board (‘FASB”} Interpretation ("FIN") No. 48, Accounting for Uncertainty in
Income Taxes, effective in 2007. FIN No. 48 prescribes a recognition threshold and measurement standard for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN No.
48 requires that we determine whether the benefits of our tax positions are more likely than not of being sustained upon
audit based on the technical merits of the tax position. The initial application of FIN No. 48 to our tax positions had no
impact on stockholders’ equity. We did not record a cumulative effect adjustment related to the adoption of FIN No. 48.
We did not have any unrecognized tax benefits as of December 29, 2007.

Accumulated Other Comprehensive Income (Loss)

Accumulated other comprehensive income (loss) includes unrealized gains and losses on available-for-sale marketable
securities and foreign currency translation adjustments that are excluded from the consolidated statements of operations
and are reported as a separate component in stockholders’/members’ equity.

Accumulated other comprehensive income (loss) consists of the following:

December 29, December 30,

{(in thousands) 2007 2006

Cumulative foreign currency translation adjustments ...........cccccooo i $ 12,845 % —

Cumulative unrealized losses on marketable securitieS ............cocoiiviiiiie e (9 (357)
$ 12,836 $ {357)

'Net Loss Per Common Share, Pro Forma Net Loss and Pro Forma Net Loss Per Common Share information

Basic and diluted net loss per common share for the year ended December 29, 2007 is computed by dividing net loss
applicable to common shares by the weighted average number of common shares outstanding during the year, without
consideration of common stock equivalents. Basic and diluted net loss per common share for the year ended December
30, 20086 is computed by dividing net loss for the year by the weighted average number of membership units outstanding
prior to the Corporate Conversion Merger, on a converted basis as if the Corporate Conversion Merger occurred on
January 1, 2006, combined with the weighted average number of shares of common stock outstanding after the Corporate
Conversion Merger, without consideration of common stock equivalents.

The pro forma basic and diluted loss per share for the period from inception (April 13, 2005} to December 31, 2605 is
computed by dividing the net loss for the period by the weighted average number of shares of common stock outstanding
during the period as if the Corporate Conversion Merger occurred at April 13, 2005. The pro forma net loss assumes that
the Corporate Conversion Merger occurred as of the beginning of the periods presented and that we were a taxable
corporation from the beginning of those periods.

The computations for basic and diluted loss per common share and pro forma basic and diluted loss per common share
are as foliows:

(Pro Forma)

Inception
Years Ended {April 13,
December December 2005) to
29, 30, December 31,
{(in thousands, except per share data) 2007 2006 2005
INELIOSS ... oeeii ettt e e ee e eaae e et e eens $ (320,110) $ (105,020) $ {45,952)
Net ioss applicable to cOmMmMON Shares .........ooceevee e $ (341,130) § (105,020) § {45,952)
Basic and diluted loss per common share ..........cccoo e, $ {(3.81) § (1.28)
Pro forma basic and diluted loss per common share....................... $ (0.56)
eighted average shares used in per share calculation.................. 89,441 81,841 —
Pro forma weighted average shares used in per share calculation. — — 81,445
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The following securities that could potentially dilute earnings per share in the future are not included in the determination
of diluted loss per share as they are antidilutive. The share amounts are determined using a weighted average of the
shares outstanding during the respective periods and assume that December 29, 2007 was the end of the contingency
period for any contingently issuable shares in accordance with SFAS No. 128, Earnings per Share.

{Pro Forma)

Inception

{April 13,

Years Ended 2005) to
December 29, December 30, December 31,

(in thousands) 2007 2006 2005

Series A Senior Convertible Preferred Stock...............c.con 24,928 — —
Outstanding stock Options...........cccicii 16,619 9,209 —
Common StOCK WAITANES .......coviriereeerc e e e 2,500 2,313 —
Contingently issuable shares under advisory contract ................ B33 833 366
Restricted StOCK. ... e s 210 149 —
Pro forma outstanding stock options.........cc i — — 5,934
Pro forma common stock warrants ........cccocccervinnivieese e, — — 220

In addition to the securities listed above, we may be required to issue shares of our common stack in payment of
additional purchase consideration due in connection with our acquisitions of IPWireless and GO Networks {Note 2). We
may also be required to issue shares of common stock in payment of bonuses due under the IPWireless Employee Stock
Bonus Plan and the GO Networks Employee Stock Bonus Plan (Note 9).

Cash and Cash Equivalents, Marketable Securities and Restricted Cash

We consider all highly liquid investments with original maturities of three months or less to be cash equivalents. Cash
equivalents at December 29, 2007 and December 30, 2006 consisted primarily of money market funds. The carrying
amounts approximate fair value due to the short maturities of these instruments.

Restricted cash at December 29, 2007 and December 30, 2006 represents $75.0 million in a restricted collateral account
which is required to be maintained at all times while the 7% Senior Secured Notes remain outstanding. The cash may be
invested in U.S. Treasury or agency obligations, municipal securities, commercial paper, certificates of deposit or bankers’
acceptances, all with maturities less than one year and with certain minimum credit ratings. The restricted cash is reported
as a non-current asset in the consolidated balance sheets at December 29, 2007 and December 30, 2006, as it secures
our 7% Senior Secured Notes, which are non-current. On March 10, 2008, the holders of the 7% Senior Secured Notes
agreed to release the restriction on the $75.0 million, subject to the payment of a consent fee (Note 4).
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At December 29, 2007 and December 30, 2006, all marketable securities have been categorized as available-for-sale and
are reported at fair value. Fair value is determined using quoted market prices. Unrealized gains and losses are reported
in other comprehensive income (loss) in stockhalders’/members’ equity, unless the decline in value is deemed to be other-
than-temporary, in which case the loss is charged to expense. Realized gains and losses are included in interest income
in the consclidated statements of operations. The cost of securities sold is based on the specific identification method.
There were no significant gross realized gains or losses related to sales of marketable securities for any of the periods
presented. Gross unrealized gains {losses) are as follows:

Gross Unrealized

Amortized
{in thousands) Cost Gains Losses Fair Value
December 29, 2007
- AUCHON TALE SECUITLIES....coiviviriinrririeeeeereeveretereesreescnestesareesrsesnsssnssnseses $ 102,247 § —  § — 5 102247
CommErcial PAPET.......ocvvreiiriiinieerceereeeeeis bbb, 84,946 3 (12) 84,937
Money market funds ... 1,500 — — 1,500
Total POTtfOlIO....oeerveee ettt 188,693 3 {i2) 188,684
1258 restricted POTHON .o £75,000) — — {75,000)
Total unrestricted short-term investMents ...............c.coceeeeieirernrenen, $ 113,693 § 3 % (12) § 113,684
December 30, 2006
AUCLION TALE SECUITEIES. ......ooveeeirs i ceeeeeeee e ee s srs s se e e smssesnne e e 3 118,986 § - ¥ — $ 118,986
Municipal SECUMTIES . .vvveiveiriieeiee ettt e, 38,456 — (6) 58,450
U.S. Treasury and Agency oblgations ........ooioeeiiiiennicnnnenans 39,251 — (200) 39,051
COTPOTALE NOLES ....oviviiteeeieeececeeeee e st et e e e eeeeeaevr s s s e eree e aaeeneternss 25,845 —_ (151 25,694
Money market funds ..., 500 — — 500
CASI ettt eee 24 — — 24
Total POTtfOlio...cverercricccct e 243,062 — (357 242,705
Less restricted portion...c.ccviii et (75,000) — — (75,000)
Total unrestricted short-term INVESLMENTS .....ovvvveeevecerersie s 3 168,062 §$ — 5 (357) § 167,705
Contractual maturities for all marketable securities held at December 29, 2007 are as follows:
Ameortized
{in thousands) Cost Fair Value
DUE N [€SS TN OII8 YEAT ...ttt ee et be et e s e ee e e e s ssses st s be st nteeneeesessesssestsremennnnaseres § 86446 § 86,437
Due in greater than 10 YEArS ...ttt eee e sr st e eae e e e e steeeeesrebe s e aeaseeneseans 102,247 102,247

$ 188,693 § 188,684

We regularly monitor and evaluate the realizable value of our marketable securities. When assessing marketable
securities for other-than-temporary declines in value, we consider such factors as, among other things, how significant the
decline in value is as a percentage of the ariginal cost, how long the market value of the security has been less than its
original cost, analyst recommendations, any news that has been released specific to the investee and the outlook for the
overall industry in which the investee operates. If events and circumstances indicate that a decline in the value of these
assets has occurred and is other than temporary, we record a charge to investment expense which is reported in interest
income in the statements of operations.

Investments considered to be temporarily impaired are as follows:

Less than 12 months of 12 months or More of
Temporary [mpairment Temporary Impairment Total
Gross Gross Gross
Number of Unrealized Unrealized Unrealized
(dollars in thousands) investments Fair Value Losses Fair Value Lasses Fair Value Losses
December 29, 2007
Commercial paper ............. 2 3 9936 § (12) § — £ — 3 9,936 § (i2)
December 30, 2006
Municipal securities ........... 5 $ 11,411 § 6) § — 8 — 5 11,411 § (6)
U.S. Treasury and
Agency obligations ........ 3 4,031 1)) 34397 (19 33,828 {200)
Corporate notes................... 3 — — 25,141 (t51) 25,141 (151)
Total portfolio ........c.cen.. $ 15442 % (7 § 59,938 § (350) § 75,380 § (357)
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The unrealized losses on these securities were primarily caused by recent increases in market interest rates, and not the
credit quality of the issuer, and we have the ability and intent to hold these securities until a recovery of fair value, which
may be at maturity. As a result, we do not believe these securities to be other-than-temporarily impaired as of December
29, 2007

As of December 29, 2007, $102.2 million of our marketable securities were invested in auction rate securities (“ARS”).
None of the auctions involving our ARS holdings had failed as of December 29, 2007.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded according to contractual agreements. Credit terms for payment of products and
services are extended to customers in the normal course of business and no collateral is required. The allowance for
doubtful accounts is estimated based on our historical losses, the existing economic conditions, and the financial stability
of our customers. Receivables are written-off in the period that they are deemed uncollectible. At December 29, 2007,
gross accounts receivable consisted of $14.5 million and $1.7 million in billed and unbilled receivables, respectively. At
December 30, 2006, gross accounts receivable consisted of $4.6 million and $0.8 million in billed and unbilled
receivables, respectively.

Inventory

Inventories are stated at the lower of cost (first-in, first out) or market. We establish allowances for estimated obsolete and
unmarketable inventory based upon assumptions about future market demand. Lower of cost or market adjustments
reduce the carrying value of the related inventory and take into considerations reduction in sales prices, excess inventory
levels and aobsolete inventory. These adjustments are done on a part-by-part basis. Once established, these adjustments
are considered permanent and are not reversed until the related inventory is sold or disposed of. Inventory consists of raw
materials, work-in-process and finished goods as follows:

December 29, December 30,

{(in thousands) 2007 2006

RAW MALBIIBIS. ......vveeee s e eeeeeeeeeee e et ses et essstesesesns s ess g saseessesencatsbenats e nmsane st ensaan e $ 1,152 § —

WWOTK IN PIOCESS. .....eveiiiieeereeieeene e s e cii bbb r e bt 89 266

FirSHE QOOUS . ..o iviii ettt s e e e st b s b e s st 3,693 —
$ 4934 $ 266

Property and Equipment

Property and equipment is recorded at cost and depreciated using the straight-line method over the estimated useful life.
Leasehold improvements are amortized over the shorter of their estimated useful lives or the remaining term of the related
lease. Direct external costs of developing software for internal use are capitalized through implementation of the software.
Maintenance, repairs, and minar renewals and betterments are charged to expense as incurred.

Property and equipment, net, consists of the following:

Estimated
Useful Life December 29, December 30,
(dollars in thousands) (in years) 2007 2006
Furniture and eQUIPIMENIT ......ocovrieiiiriiiii bbbt ne s 2-10 $ 33940 % 13,626
PUTChASEd SOTEWATE oot svvaae e e e e e s e ee s mtsa s busane s st naasarane 2-3 9.400 7,296
Building and improvements ..o 15 6,401 —_
Leasehold IMProvements . .....c..cc e et srsesrene i-15 5,850 2,358
| L T IUTUTE U U U O OO TP TOTPPPP 4.109 —
CONSIUCTION 1N PIOZTESS cucememceeicueniisiisisisise st 2,191 846
61,891 24,126
Less: Accumulated depreciation ...... .o (17,509) (6,597)
Total property and equipment, net $ 44382 § 17,529
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Wireless Spectrum Licenses, Goodwill and Qther Intangible Assets

We capitalize as intangible assets wireless spectrum licenses that we acquire from third parties or through government
auctions. For wireless spectrum licenses purchased directly from third parties or through spectrum auctions, the cost
basis of the wireless spectrum asset includes the purchase price paid for the license at the time of acquisition plus legal
costs incurred to acquire the license. For wireless spectrum licenses acquired through a business combination or through
an asset acquisition, the cost basis of the wireless spectrum asset is determined through an allocation of the total
purchase price to the tangible and identifiable intangible assets and liabilities of the acquired business or asset{s) and
includes any deferred tax liabilities determined in accordance with Emerging Issues Task Force (“EITF") Issue No. 98-11,
Accounting for Acquired Temporary Differences in Certain FPurchase Transactions That Are Not Accounted for as
Business Combinations. For leased wireless spectrum rights, the asset and related liability are recorded at the net present
value of future cash cutflows using our incremental borrowing rate at the time of acquisition.

We have determined that certain of our wireless spectrum licenses meet the definition of indefinite-lived intangible assets
under SFAS No. 142, Goodwill and Other Intangible Assets, because the licenses are either perpetual or may be renewed
pericdically for a nominal fee, provided that we continue to meet the service and geographic coverage provisions.
Moreover, we have determined that there are currently no legal, regulatory, contractual, competitive, economic or other
factors that limit the useful lives of these wireless spectrumn licenses.

Wireless spectrum licenses for which we have acquired lease rights from third parties are considered to have finite lives.
The wireless license asset is then amortized over the contractual life of the lease. We have also acquired the rights to
wireless spectrum licenses in Europe where the renewal terms are not yet well established. We amortize these assets on
a straight-line basis over the initial license period. Amortization expense on wireless spectrum licenses is charged to
general and administrative expense.

Wireless spectrum licenses, goodwill and other intangible assets consist of the following:

December 29, 2007 December 30, 2006
Weighted Weighted
Average Gross Average Gross
Life Carrying Accumulated Life Carrying  Accumulated
| (dollars in thousands) {(in years) Amount Amortization {in years) Amount Amortization
- Amortized intangible assets:
Leased wireless spectrum
TICENSES oo, 145 % 122,102 % 12,366 141 § 82385 § 4438
Purchased technology............... 7.0 70,215 13,767 7.0 9,614 1,821
Purchased customer base........... 7.4 14,620 2,876 8.0 5,960 1,044
Purchased tradenames and
trademarks.....oooeie, 6.0 9,708 1,250 5.0 110 24
Non-compete agreements ......... 3.6 4,628 2,667 4.0 2,800 1,193
Other...oooovr i 7.0 1,848 475 7.5 1,892 228
1.2 § 223,121 $ 33,401 126 §% 102,761 5 8,748
Intangible assets not subject to
amortization:
Wireless spectrum licenses....... $ 524,145 $ 450,051
GoodWill...ooeeeeveeeeeees 171,056 32,184
Purchased tradenames and
trademarks........cocovvvevnnnennnen. 2,404 2,504
$ 697,605 $ 484,739
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In March 2007, we acquired all of the outstanding shares of common stock of 4253311 Canada Inc., a Canadian
corporation, which resulted in the addition of $41.7 million of indefinite-lived wireless spectrum licenses. The assets of
4253311 Canada Inc. were comprised almost entirely of wireless spectrum and therefore the acquisition was accounted
for as an asset purchase rather than as the purchase of a business based on guidance under EITF Issue No. 98-3,
Determining Whether a Nonmonetary Transaction Involves Receipt of Productive Assets or of a Business. The value
assigned to the wireless spectrum includes the cash purchase price of $26.0 million, closing costs of $0.2 million and
$15.5 million in associated deferred tax liabilities as determined in accordance with EITF issue No. 98-11.

in July 2006, we acquired WCS Wireless, Inc., which resulted in the addition of $236.4 million of indefinite-lived wireless ;
spectrum licenses. The assets of WCS Wireless, Inc. were comprised almost entirely of wireless spectrum and therefore
the acquisition was accounted for as an asset purchase rather than as the purchase of a business based on guidance
under EITF Issue No. 98-3. The value assigned to the wireless spectrum includes the cash purchase price of $160.5
million, legal costs of $0.1 million and $75.8 million in associated deferred tax liabilities as determined in accordance with
EITF 98-11. During the year ended December 30, 2006, we also acquired other licensed spectrum rights for $245.0
million in cash and $4.0 million through the assumption of lease liabilities.

During the year ended December 29, 2007, our gross wireless spectrum assets increased by $113.8 million, of which
$46.0 million was acquired through business acquisitions and $40.1 million was acquired directly for cash of $34.5 million
and future lease commitments of $5.6 million. The remaining increase was due to non-cash deferred tax adjustments
under EITF Issue No. 98-11 of $15.5 million and the effects from foreign currency translation of $12.2 million.

The estimated aggregate amortization expense for amortized intangible assets as of December 29, 2007 is expected to
be $29.1 million, $26.4 million, $23.8 million, $21.2 million, $21.3 million and $67.9 million during fiscal years 2008, 2009,
2010, 2011, 2012 and thereafter, respectively.

Changes in our goodwill are as follows:

Foreign
Balance at Current Currency
Beginning of Year Translation Balance at
(in thousands) Year Acquisitions  Adjustments'” Effect End of Year
Year Ended December 29, 2007 ...... $ 32,184 $ 139,072 % (1,516) % 1,316 $ 171,056
Year Ended December 30, 2006...... $ 24,782 % 7776 % (374) § — § 32,184

(1)  Adjustments during the year ended December 29, 2007 resuited from adjustments to deferred tax assets acquired
and liabilities assumed in prior year acquisitions. Adjustments during the year ended December 30, 2006 resulted
from adjustments to liabilities assumed in prior year acquisitions

Spectrum Clearing Obligations

We own Advanced Wireless Services ("AWS") spectrum that we acquired via the Federal Communications Commission
(“FCC") Auction #66. Our AWS spectrum currently is used by U.S. federal government andfor incumbent commercial
licensees. FCC rules require winning bidders to avoid interfering with these existing users or to clear the incumbent users
from the spectrum through specified relocation procedures. We have not incurred any spectrum clearing costs to date.

" Valuation of Goodwill and Indefinite-Lived Intangibles

In accordance with SFAS No. 142, we do not amortize goodwill and indefinite-lived intangible assets. In lieu of
amortization, we are required to perform an annual review for impairment, or more frequently if impairment indicators
arise. Goodwill and indefinite-lived intangible assets are considered to be impaired if we determine that their carrying
values exceed their fair values.

We test goodwill for impairment annually at a reporting unit level using a two-step process. The first step of the
impairment test involves comparing the fair values of the applicable reporting units with their aggregate carrying values,
including goodwill. If the carrying amount of a reporting unit exceeds the reporting unit's fair value, we then perform the
second step of the goodwill impairment test to determine the amount of the impairment loss. The second step of the
goodwill impairment test involves comparing the implied fair value of the affected reporting unit's goodwill with the carrying
value of that goodwill. If the carrying amount of goodwill exceeds the implied fair value of that goodwill, an impairment loss
is recognized in an amount equal to that excess. We determined that our reporting units, as that term is defined in SFAS
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No. 142, are one level below our identified operating segments because discrete financial information is available. At
December 29, 2007, our goodwill resides in three reporting units.

We test indefinite-lived intangible assets, such as indefinite-lived wireless spectrum licenses, at the unit of accounting
level by making a determination of the fair value of the intangible asset. If the fair value of the intangible asset is less than
its carrying value, an impairment loss is recognized in an amount equal to the difference. We also evaluate the remaining
useful life of our intangible assets that are not subject to amortization on an annual basis to determine whether events and
circumstances continue to support an indefinite useful life. If an intangible asset that is not being amortized is
subsequently determined to have a finite useful life, that asset is tested for impairment. After recognition of the
impairment, if any, the asset is amortized prospectively over its estimated remaining usefu! life and accounted for in the
same manner as other intangible assets that are subject to amortization.

For our goodwill and indefinite-lived intangible assets, excluding indefinite-lived wireless spectrum licenses, we primarily
utilize an income approach that includes the discounted cash flow method to determine fair value. The discounted cash
flow method determines fair value based on the present vafue of projected cash flows over a specific projection period
and a residual value related to future cash flows beyond the projection period. Both values are discounted to reflect the
degree of risk inherent in an investment in the reporting unit and achieving the projected cash flows. A weighted average
cost of capital is determined for each reporting unit 10 be used as the discount rate. The residual value is generally
determined by applying a constant terminal growth rate to the estimated net cash flows at the end of the projection period.
Alternatively, the present value of the residual value may be determined by applying a market multiple at the end of the
projection period.

For our indefinite-lived wireless spectrum licenses, we primarily utilize a market approach which determines fair value
based on observed prices paid for equivalent licenses in the market. There are established markets for our wireless
spectrum licenses which provide sufficient data upon which to estimate fair value. We also considered other factors, such
as trends in spectrum prices in general and evolving technology, consumer market and regulatory issues, that may
potentially affect the value of our spectrum. For purpeses of performing our annual impairment assessment of indefinite-
lived wireless spectrum licenses, we have segregated our indefinite lived intangible wireless spectrum licenses into five
separate units of accounting using the guidance provided by EITF Issue No. 02-7, Unit of Accounting for Testing of
Impairment of Indefinite-Lived Intangible Assets, based on the type of spectrum and location.

We performed our annual impairment assessments for goodwill and indefinite-lived intangible assets in October 2007 and
2006, and concluded that our goodwill and indefinite-lived intangible assets were not impaired.

Impairment of Long-Lived Assets

In accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, we review long-lived
assets to be held and used, including acquired intangible assets subject to amortization and property and equipment, for
impairment whenever events or changes in circumstances indicate that the carrying amount of the assets may not be fully
recoverable. Conditions that would necessitate an impairment assessment include a significant decline in the market price
of an asset or asset group, a significant adverse change in the extent or manner in which an asset or asset group is being
used, the loss of legal ownership or title to the asset, significant negative industry or economic trends or the presence of
other indicators that would indicate that the carrying amount of an asset or asset group is nat recoverable.

A long-lived asset is considered to be impaired if the estimated undiscounted future cash flows resulting from the use of
the asset and its eventual disposition are not sufficient to recover the carrying value of the asset. In order to estimate an
asset’s undiscounted future cash flows, we utilize our internal forecast of our future operating resuits and cash flows, our
strategic business plans and anticipated future economic and market conditions. There are inherent estimates and
assumptions underlying this information and management's judgment is required in the application of this information to
the determination of an asset's undiscounted future cash flows. No assurance can be given that the underlying estimates
and assumptions utilized in our determination of an asset's undiscounted future cash flows will materialize as anticipated.

During 2007 and 2006, we did not identify any conditions that would necessitate an impairment assessment of our long-
lived assets. For the period from inception (April 13, 2005) to December 30, 2006, business realignment costs in the
consolidated statements of operations includes impairment losses of $5.9 million. The impairment loss recognized
included the carrying value of impaired assets and loss contracts.
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Deferred Financing Costs, Debt Discount and Debt-Related Warrants

Costs incurred to issue debt are deferred and included in other noncurrent assets in the accompanying consolidated
balance sheets. We amortize debt issuance costs over the expected term of the related debt using the effective interest
method. Debt discounts and the fair value of any warrants issued in conjunction with the debt are recorded as a reduction
to the debt balance and accreted over the expected term of the debt to interest expense using the effective interest

method. |

Accrued Expenses
Accrued expenses consist of the following:

December 29, December 30,

(in thousands) 2007 2006
Accrued compensation and related exXpenses ... $ 23845 % 9417
Accrued consulting and purchase commitments ..., 17,716 4,870
ACCIUET CONITACE IOSSES ..uuvuieuiirinuiiirnnriirarsaae s aeaeas s aaeer s eaeae s e e e aeesstesessessesieananiesnessiennnes 14,220 528
ACCIUB INTBIBSE ...eeeeiiiieeeeee vttt e e et ar e s s s sae e sr e e e eeae e s eemrrmbrbenee s 11,151 11,178
Accrued professional fEBS .........coc e e 3,896 3,746
Accrued acquisition consideration and related costs...........ccoo 3,568 —
Accrued equity distributions payable ..o — 2,034
(07117 SRS O U USSP U R ORP PPN 1,741 1,764
TOal ACCIUET BXPENSES .. ..oceeeeeeeeeveeieeeetieeeeeae s etba bt e e e et esneas b et e amnesenree e e eneenas ) 76,137 $ 33,537

Redeemable Series A Senior Convertible Preferred Stock

Costs incurred to issue the Series A Preferred Stock are deferred and recorded as a reduction to the reported balance of
the preferred stock in the consolidated balance sheet. The costs are accreted using the effective interest method over the
period from the date of issuance through March 28, 2017, the stated redemption date. In accordance with EITF Issue No.
D-98, Classification and Measurement of Redeemable Securities, the resulting increases from the accretion of the issue
costs and accrued dividends on the preferred stock are affected by charges against retained earnings or, in the absence
of retained earnings, by charges against paid-in capital. This increases loss applicable to common stockholders in the
calculation of loss per common share.

Our obligation to pay contingent cash dividends and cash premiums upon redemption or liquidation of the preferred
shares constitute embedded derivatives under SFAS No. 133, Accounting for Derivative Instruments and Hedging
Activities. The initial estimated fair values of the respective embedded derivative were recorded as long-term liabilities in
the consolidated balance sheet, reducing the reported value of the Series A Preferred Stock. In accordance with SFAS
No. 133, these derivatives will be measured at fair value at each reporting date and any subsequent changes in the
estimated fair value of the embedded derivative are recorded as a charge to other income (expense) in the accompanying
consolidated statements of operations.

Share-Based Compensation

We adopted SFAS No. 123(R), Share-Based Payments, on January 1, 2006. SFAS No. 123(R) requires the recognition of
the fair value of share-based compensation in results of operations. We recognize share-based compensation expense
over the requisite service period of the individual grants, which generally equals the vesting period. Compensation
expense for awards with graded vesting is recognized on a straight-line basis with adjustments to at least equal the
measured cost of the vested tranches. Prior to January 1, 2006, we accounted for employee equity awards using
Accounting Policies Board Opinion No. 25, Accounting for Stock Issued to Employees ("APB No. 25") and related
interpretations in accounting for share-based compensation, and provided the pro forma disclosure information required
under SFAS No. 123, Accounting for Stock-Based Compensation.

We adopted the provisions of SFAS No. 123(R) using the prospective transition method, whereby we continue to account
for nonvested equity awards to employees outstanding at December 31, 2005 using APB No. 25, and apply SFAS No.
123(R) to all awards granted or modified after that date. In accordance with the prospective method transition rules of
SFAS No. 123(R), we no longer provide the pro forma disclosures required by SFAS No. 123 as SFAS No. 123(R)
precludes companies that used the minimum value method for pro forma disclosure from continuing to provide those pro
forma disclosures for outstanding awards accounted for under the intrinsic value method of APB No. 25.
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Share-based compensation expense related to non-employee options, warrants and restricted shares is measured using
the fair value method as prescribed by SFAS No. 123(R) and EITF Issue No. 96-18, Accounting for Equity instruments
That Are Issued to Other than Employees for Acquiring, or in Conjunction with Selling Goods or Services.

Litigation

We are currently involved in certain legal proceedings. Although there can be no assurance that unfavorable outcomes in
any of these matters would not have a material adverse effect on operating results, liquidity or financial position, we
believe the claims are without merit and intends to vigorously defend the actions. We estimate the range of liability related
to pending litigation where the amount and range of loss can be estimated. We record our best estimate of a loss when
the loss is considered probable. Where a liability is probable and there is a range of estimated loss with no best estimate
in the range, we record the minimum estimated liability related to the claim. As additional information becomes available,
we assess the potential liability related to our pending litigation and revise our estimates. As of December 29, 2007, we
have not recorded any accrual for contingent iiabilities associated with our legal proceedings based on our belief that a
liability, while possible, is not prabable. Further, any possible range of loss cannot be estimated at this time. Revisions to
our estimate of the potential liability could materially impact results of operations.

Foreign Currency

Monetary assets and liabilities of our foreign subsidiaries whose functional currency is the U.S. dollar are remeasured into
U.S. dollars at the exchange rate in effect at the balance sheet date. Revenues, expenses, gains and losses associated
with monetary assets and liabilities are translated at the rates of exchange that approximate the rates in effect at the
transaction date. Non-monetary assets and liabilities and related elements of revenues, expenses, gains and losses are
remeasured at historical exchange rates. Resulting exchange gains or losses are recognized in the consolidated
statements of operations in other income and expense, net.

Assets and liabilities of our foreign subsidiaries whose functional currency is other than the U.S. dollar are translated into
U.S. dollars at exchange rates in effect as of the balance sheet date and monthly results of operations are translated into
U.S. dollars at the average rates of exchange for that month, Gains or losses resulting from these foreign currency
translations are recorded in accumulated other comprehensive income (loss) in the consolidated balance sheets.

Net foreign currency exchange losses included in our consolidated statements of operations totaled $0.2 million, $0.1
million and $20,000 for the years ended December 29, 2007, December 30, 2008 and for the period from inception (April
13, 2005) to December 31, 2005, respectively.

Segments of a Business Enterprise

SFAS No. 131, Disclosures about Segments of an Enterprise and Related [nformation, provides public business
enterprises with standards for reporting information about operating segments in annual and interim financial reports,
including disclosures of profit or loss and total assets for each reportable segment. During the fourth quarter of 2007, after
a series of significant acquisitions, we reorganized our businesses into four reportable segments on the basis of products,
services and strategic initiatives: Semiconductors, Multimedia, Networks and Strategic Initiatives. Prior to the fourth
quarter of 2007, we operated in one reportable segment, a wireless technology business focused on developing, acquiring
and marketing next-generation mobile broadband and wireless multimedia products and technologies.

Guarantees

We account for guarantees in accordance with Financial Accounting Standards Board Interpretation (“FASB")
Interpretation (*FIN"} No. 45, Guarantor’s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others. FIN No. 45 requires that a guarantor recognize, at the inception of a guarantee, a
liability for the fair value of certain guarantees and requires certain disclosures to be made by a guarantor about its
obligations under certain guarantees that it has issued.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141R, Business Combinations. SFAS 141R establishes principles and
requirements for how the acquirer of a business recognizes and measures in its financial statements the identifiable
assets acquired, the liabilities assumed, and any noncontrolling interest in the acquiree. SFAS No. 141R aisc provides
guidance for recognizing and measuring the goodwill acquired in the business combination and determines what
information to disclose to enable users of the financial statement to evaluate the nature and financial effects of the
business combination. SFAS 141R is effective for financial statements issued for fiscal years beginning after December
15, 2008. We expect SFAS No. 141R will have an impact on our consolidated financial statements when effective, but the

NextWave 2007 | 87




nature and magnitude of the specific effects will depend upon the nature, terms and size of the acquisitions we
consummate after the effective date. We are still assessing the impact of this standard on our future consolidated financial
statements.

In December 2007, the FASB issued SFAS No. 160, Noncontrolling interests in Consolidated Financial Statements — and
amendment of ARB No. 51. The provisions of SFAS No. 160 establish accounting and reporting standards for the
noncontrolling interests of a subsidiary. The provisions of SFAS No. 160 are effective for us in fiscal year 2009 and will be
applied prospectively, except for the presentation of the noncontrolling interests, which for all periods would be
reclassified to equity in the consolidated balance sheet and adjusted out of net income in the consolidated statements of
operations. We are currently evaluating the impact of the provisions of SFAS No. 160 on our future consolidated financial
statements.

In June 2007 the FASB ratified EYTF No. 07-3, Accounting for Nonrefundable Advance Payments for Goods or Services to
Be Used in Future Research and Development Activities. EITF 07-3 requires non-refundable advance payments for goods
and services to be used in future research and development activities to be recorded as an asset and the payments to be
expensed when the research and development activities are performed. EITF 07-3 is effective for fiscal years beginning
after December 15, 2007. This standard is not expected to have a material impact on our future consolidated financial
statements.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities.
SFAS No. 159 permits entities to choose to measure certain financial assets and liabilities and other eligible items at fair
value, which are not otherwise currently required to be measured at fair value. Under SFAS No. 159, the decision to
measure items at fair value is made at specified election dates on an irrevocable instrument-by-instrument basis. Entities
electing the fair value option would be required to recognize changes in fair value in earnings and to expense upfront cost
and fees associated with the item for which the fair value option is elected. Entities electing the fair value option are
required to distinguish on the face of the statement of financial position, the fair value of assets and liabilities for which the
fair value option has been elected and similar assets and liabilities measured using another measurement attribute. If
elected, SFAS No. 159 is effective for our 2008 fiscal year. We are currently evaluating whether or not to elect the option
provided for in this standard.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 clarifies the principle that
fair value should be based on the assumptions market participants would use when pricing an asset or liability and
establishes a fair value hierarchy that prioritizes the information used to develop those assumptions. Under the standard,
fair value measurements would be separately disclosed by level within the fair value hierarchy. SFAS No. 157 is effective
for our fiscal year that begins on December 30, 2007. We are in the process of evaluating the impact of the adoption of
SFAS No. 157.

Reclassifications

Certain amounts in the previously reported financial statements have been reclassified to conform to the current period
presentation.

2. Business Combinations

During the two years ended December 29, 2007 and for the period from inception (April 13, 2005) to December 31, 2005,
we completed the following significant business combinations which were accounted for in accordance with SFAS No.
141, Business Combinations:

Company Acquired Date Acquired Business

Websky Argentina SA ("“Websky™) ..o October 2007 Developer and operator of wireless broadband services over
licensed frequencies in Argentina

WiMax Telecom AG ... July 2007 Developer and cperator of WiMAX networks and wireless
broadband spectrum concessions in Austria, Slovakia and
Croatia

IPWireless, INC. ..cooociviviiininivirire oo May 2007 Developer and supplier of TD-CDMA network equipment and
subscriber terminals

GO Networks, INC. ..., February 2007  Developer of advanced mobile Wi-Fi netwark solutions for
service providers.

SDC Secure Digital Container AG ("SDC").......... January 2007  Developer of Java music clients for mobile phones

CYGNUS Communications, ING.......ccoeeeeeninien, February 2006  Developer of hardware products for wireless broadband
services

PacketVideo Corporation..........ccccoen i July 2005 Provider of multimedia software for mobile handsets and other

converged devices
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~In addition to the business combinations listed above, we also completed two individually immaterial business
combinations in each of 2007 and 2006. At December 29, 2007, we owned 100% of the voting interests of all of the
acquired companies listed above.

In addition to the acquisitions listed above, in January 2006, we acquired 51% of the equity securities of newly formed
Inquam Broadband for $1.6 million. The primary reason for the investment is to provide us with an entry into the wireless
broadband telecommunications market in Germany and Switzerland. In October 2007, we acquired the remaining interest
in Inquam Broadband for a cash payment of $0.9 million and the assignment to the selling shareholder of a $2.1 million
receivable owned by Inquam Broadband. Additionally, in connection with the acquisition, Inquam Broadband agreed to
provide certain project management and support services with an implied total value of $0.6 million to a subsidiary of the
selling shareholder for a period of up to two years.

Contemporaneously with our acquisition of a 65.38% ownership interest in WiMax Telecom in July 2007, we were granted
an exclusive and irrevocable call option and the remaining minority shareholders were granted an exclusive and
irrevocable put option for the shares held by the remaining minority shareholders for 3.6 million Euros. We exercised our
call option in December 2007 for $5.2 million. Based on the guidance provided by EITF Issue No. 00-4, Majority Owner’s
Accounting for @ Transaction in the Shares of Consolidated Subsidiary and a Derivative Indexed to the Minority Interest in
That Subsidiary, we treated the WiMax Telecom put/call option as a derivative contract that is viewed on a combined
basis with the minerity interest and accounted for the derivative as a financing of our acquisition of the minority interest in
WiMax Telecom. Accordingly, we consclidated 100% of WiMax Telecom from the acquisition date. At acquisition, we
recognized a liability for the fair value of the derivative of $4.5 million which was included in the determination of the
purchase price of WiMax Telecom. We accreted $0.3 miillion in imputed interest on the liability to interest expense during
the year ended December 29, 2007.

Our primary reasons for entering into these acquisitions were to accelerate our time-to-market and growth plans for
embedded multimedia software products and services, expand our product portfolio to incorporate WiMAX and/for Wi-Fi
technologies, and complement our WiMAX product line with wide-area and local-area wireless broadband services using
stand-alone or integrated Wi-FilWiMAX solutions that utilize both licensed and license-exempt spectrum.

The consolidated financial statements include the operating results of each business from their respective dates of
acquisition, except for CYGNUS and its subsidiaries which were already included in the consolidated financial statements
from the date of our inception (April 13, 2005) through the date of acquisition in February 2006 as we were deemed to be
the primary beneficiary during that time in accordance with Financial Interpretation Number (“FIN") No. 46(R),
Consolidation of Variable Interest Entities.
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Purchase Price
The total purchase price of our acquisitions was as follows:

WiMax GO Other
{in thousands) IPWireless Telecom SDC Networks Websky Acquisitions Total
2007 Acquisitions
Cash, including closing ¢costs............ 8 28,804 § 14321 § 19,110 § 15795 8§ 13,229 § 5715 § 96,974
Fair value of common stock issued... 74,522 — — —_ — — 74,522
Accrual for contingent
conSIAEration.......ccoeveevsveveriereienns 51,594 — — 223 1,875 — 53,692
Debt assuimed and paid at closing..... — 5,825 —_ 1,338 — 259 7.422
Less cash acquired......cc.cooeenirnirncnnns (3,768) (676) (1,340 (462) (13 (149) (6,408)
Total purchase price....... 5 151,152 § 19470 § 17,770 § 16,894 & 15091 § 5,825 § 226,202
Immaterial
2006 Acquisitions CYGNUS Acquisitions Total
Cash, including closing costs........... $ 18,198 & 9,039 $ 27,237
Conversion of convertible preferred
stock into common stock .............. 1,884 — 1,884
Membership interest issued 1,558 — 1,558
Fair value of stock options
exchanged......oooooenincninne 904 — 904
Debt assumed .......coecniieiiriininn — 320 320
Accumulated CYGNUS losses
while consolidated in accordance .
with FIN 46(R) ..ccvvvnniiniicniinnes (8,550} — (8.550)
Less cash acquired........coocoeevvirieens (4,150) (49) (4,239)
Total purchase price..occcccveveee. $ 9804 % 9,310 $ 19,114
2005 Acquisition PacketVideo Total
Cash, including closing costs..........  § 47,033 $ 47,033
Less cash acquired.......cocoeniininnnnns (337 (337)
Total purchase price............cvu. 3 46,696 5 46,696

The fair value of common stock issued was based upon the actual number of shares issued to the IPWireless
shareholders using the average closing trading price of our common stock on Nasdaq during a five-day trading period
beginning two trading days prior to the announcement of the acquisition on April 8, 2007. Of the initial purchase
consideration paid in our acquisition of |PWireless, $5.0 million was deposited into an escrow account to settle any
potential loss contingencies existing at acquisition. We must submit any claims for indemnifiable losses, as defined in the
acquisition agreement, to escrow by May 11, 2008, the first anniversary of the acquisition date.

Purchase Price Allocation

Under the purchase method of accounting, the purchase prices were allocated to the assets acquired and liabilities
assumed based upon their estimated fair values at the respective dates of acquisition in accordance with SFAS No. 141
as follows for our acquisitions:

2007 2006 2005

(in thousands) Acquisitions'” CYGNUS  PacketVideo
ACCOUNLES TECEIVADEE ..ottt e st et e e e e emtasaseeasteaenntesbeeenesssrnennnes s $ 14,671 § 196 $ 3,498
IIVENLOTY cotoivivie s cermene et ee e e e ca e i bbb sd s H g E e 5,792 — —
DeferTed COMTATE COSES ..ouvrriririrrieeceeeeeeeeeeeeeeeeee e messssssssessrsseserssenenantessssrnsssssntnsnennns 1,687 — 474
Prepaid and other CUITENE SSEES........ocooriioe e 3,195 51 792
Property and QUIPIMENT ... 9,034 704 679
Wireless SPectrum HCENSES ...vvvcvevv i s 45,969 — —
IMEANEIDIE ASSELS ...ttt e e bbb 76,516 1,790 19,500
In-process research and development ... 12,060 1,890 6,600
GOOAWIIL oottt ee e easts s ss e s e s st emeer e st are et s b e s sb e s an e en e b s s abaren 135,419 5,066 20,238
Other noncurrent assets 505 1,036 825
Accounts payable and other current liabilities ... (41,070) (613) (3,047
DelerTed TEVENUE. c.ciivvieeer v et e eeeeciee e e re s e e e s st e s s st s e s e e s s e e e enme e nnntts (13,449) — (2,343)
Provision fOr 0S5 CONTEATT ....vvveeceeeiresiecinresseesie e esiescsieessnessare e srnesseseessne s sseeesnneeass (13,440) — —_
Long-term obligations and deferred credits ... (16,512) {(779) (520)

Total PUFChASE PIICE «.e.vvreeeeieieeceeececere bbbt 5 220,377 § 0,804 % 46,696
(1} Includes only the individually significant acquisitions listed in the purchase price table above.
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The excess of the purchase price over the acquired net tangible assets of $39.7 million, plus $9.7 million atiributed to
. associated deferred tax liabilities under EITF Issue No. 98-11, for our acquisitions of WiMax Telecom and Websky in 2007
has been preliminarily allocated to wireless spectrum licenses and purchased customer base intangible asset at
December 29, 2007. The purchased intangible asset valuations for these two acquisitions are expected to be completed
during the second quarter of 2008. The related impact from value assigned to in-process research and development costs
or to amortization expense, if any, will be adjusted on a prospective basis.

In connection with the acquisition of IPWireless, we recorded an accrual for severance totaling $0.6 million for four
IPWireless employees whose employment terminated as a result of the acquisition, all of which was paid as of December
29, 2007,

Experienced employees with expertise in wireless technology, reduction in the time required to develop products,
expansion of our portfolio of product and services, enhance the functionality of existing products and services and
operations in specialized niches in the wireless industry were among the factors that contributed to purchase prices that
resulted in the recognition of goodwill. None of our goodwill is anticipated to be tax deductible.

Purchased Intangible Assets and In-Process Research and Development

The amounts allocated to purchased intangible assets and in-process research and development and their respective
amortizable lives are as follows:

Weighted Weighted Weighted
Average Average Average
Life 2007 Life 2006 Life 2005
(dollars in thousands) (in Years)  Acquisitions'”  (in Years) CYGNUS (in Years)  PacketVideo
Purchased technology...........ccveveviiiercnnnas 70 % 58,090 70 % 1,680 7.0 % 8,600
Purchased wrade names and trademarks......... 6.0 9,270 5.0 110 indefinite 2,400
Non-compete agreements.........cccoceveeeeeernnnn, 2.6 1,620 — — 4.0 2,800
Purchased customer base............ocovvveenrnennn. 6.6 7,536 — — 8.0 5,700
In-process research and development............ none 12,060 none 1,890 none 6,600
3 88,576 $ 3,680 3 26,100
{1 Includes only the individually significant acquisitions listed in the purchase price table above.

The fair values assigned to purchased technology and purchased in-process research and development were determined
by applying the income approach using the excess earnings methodology which involves estimating the future discounted
cash flows to be derived from the currently existing technologies. The purchased trade names and trademarks were
valued using the income approach using the relief from royalty method, which assumes value to the extent that the
acquired company is relieved of the obligation to pay royalties for the benefits received from them. The fair values
assigned to the purchased customer base existing on the acquisition date was determined by applying the income
approach using the excess earnings methodology based upon estimated future discounted cash flows attributable to
revenues project to be generated from those customers. The non-compete agreements were valued using the with-and-
without method, based on the present value of cash flows associated with the savings due to having the agreements in
place.

The amounts aliocated to purchased in-process research and development costs were determined through established
valuation techniques used in the high technology industry and were expensed upon acquisition as it was determined that
the underlying projects had not reached technological feasibility and no alternative future uses existed. In accordance with
SFAS No. 2, Accounting for Research and Development Costs, as clarified by FIN No. 4, Applicability of FASB Statement
No. 2 to Business Combinations Accounted for by the Purchase Method, an Interpretation of FASB Statement No. 2,
amounts assigned to in-process research and development meeting the above-stated criteria were charged to expense as
part of the allocation of the purchase price.

Purchased in-process research and development costs related to 2007 acquisitions include IPWireless’ next-generation
backwards compatible chip for use in wireless devices and six of SDC's video and audio software projects valued at $11.2
million and $0.9 million, respectively. Purchased in-process research and development costs related to 2006 acquisitions
include developed core technology for CYGNUS's family of low power ASIC products and its 802.16e MAC and PHY
infrastructure base station product, with an aggregate fair value of $1.9 million and for Tusonic Corporation's server and
database applications for delivering music-related content using web services, valued at $1.6 million. Purchased in-
process research and development costs for 2005 include PacketVideo's Music on Demand Service software suite, the
development of a reference design platform that incorporates multimedia communications and entertainment software,
and a signaling protocol for internet conferencing, telephony, presence, events notification and instant messaging, with an
aggregate value of $6.6 million. These in-process projects had not yet reached technological feasibility and had no
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alternative future uses at the respective dates of acquisition and, therefore, expensed in the consolidated statement of
operations at the respective dates of acquisition.

Contingent Purchase Consideration

At December 29, 2007, we accrued $51.6 million in additional purchase consideration payable to the selling shareholders
of |PWireless as a result of the achievement of certain revenue milestones in 2007 as specified in the acquisition

agreement. Of the total amount accrued, $1.3 million is expected to be paid in cash and $50.3 million is expected to be |

paid through the issuance of shares of our common stock. The actual number of shares to be issued will be based on the
average closing price of our common stock for the 30 consecutive trading days ending with the third frading day
immediately preceding the actual payment date. We anticipate that the substantial majority of the amount due will be paid
in March 2008. Of the $51.6 million in additional purchase consideration, $21.0 million will be deposited into an escrow
account to settle any potential contingencies existing at acquisition. We must submit any claims for indemnifiable losses,
as defined in the acquisition agreement, to escrow by May 11, 2008, the first anniversary of the acquisition date. We have
preliminarily allocated the additional purchase consideration of $51.6 million to goodwill. Were we to recover any amounts
deposited into escrow as a result of a successful claim, the cash and/or shares of common stock received would be
recorded as a reduction in previously recognized goodwill.

Additional purchase consideration of up to $77.5 million may be paid to the selling shareholders of IPWireless based upon
the achievement of certain revenue milestones in 2008 and 2009 as specified in the acquisition agreement, with potential
payments of up to $24.2 million in 2009 and up to $53.3 million in 2010. If earned, up to $56.3 million of such additional
consideration will be payable in cash or shares of common stock at our election, up to $18.7 million of such amounts will
be payable in cash or shares of common stock at the election of the representative of IPWireless shareholders and up to
$2.5 million is required to be paid in cash. In accordance with SFAS No. 141, the contingent consideration will be
recorded as additional purchase price when the contingency is resolved and the consideration is determinable and
becomes issuable.

Additional purchase consideration of up to $25.6 million and $0.1 million may be paid to the selling shareholders of GO
Networks in shares of our common stock and cash, respectively, subject to the achievement of specified operational
milestones in February and August 2008, which include customer acceptance of certain product units and the continued
employment of certain key employees. In accordance with SFAS No. 141, the contingent consideration payable to non-
employee stockholders and to employee stockholders where payment is not contingent upon continuing employment witl
be recorded as additional purchase price when the contingency is resolved and the consideration is determinable and
becomes issuable. In accordance with EITF Issue No. 95-8, Accounting for Contingent Consideration Paid to the
Shareholders of an Acquired Enterprise in a Purchase Business Combination, contingent consideration payable to
employee stockholders that is contingent upon continuing employment will be expensed over any remaining earnout
period as compensation when the payment becomes probable. The probability of achievement of the performance
conditions is reassessed at each reporting date. At December 29, 2007, we assessed the probability of achievement of
the milestones and determined that additional purchase consideration was probable of payment. Accordingly, during the
year ended December 29, 2007, we recognized $1.0 million of share-based compensation expense based on the portion
of the requisite service period elapsed through December 29, 2007. This amount has been reported in other long-term
liabilities and deferred credits in the consolidated balance sheet at December 29, 2007. We expect to complete our
analysis of the achievement of the February 2008 milestone by the end of the first quarter of 2008.

In connection with our acquisition of Websky, we entered into a supplemental agreement with the selling shareholder
whereby additional purchase consideration of $2.5 million is payable to the selling shareholder in monthly installments
over the one-year period following the acquisition date. The selling shareholder may also receive additional payments
upon the occurrence of certain events specified in the agreement on or before the one-year anniversary of the acquisition.
We have concluded that the payments due to the selling shareholder under the supplemental agreement represent
additional purchase consideration in accordance with EITF Issue No. 95-8 as the payments are not contingent upon to a
service requirement by the selling shareholder. Accordingly, we have included the $2.5 million payable to the selling
shareholder in the determination of the initial purchase price of Websky.

Pro Forma Results

The following unaudited pro forma financial information assumes that the acquisitions of IPWireless, SDC, GO Networks
and WiMax Telecom occurred at the beginning of fiscal 2007 and 2006, respectively, and that the acquisition of
PacketVideo occurred at inception (April 13, 2005). The unaudited pro forma financial information does not reflect any
other acquisitions, as the effects of those acquisitions were not significant on an individual basis or in the aggregate.
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These unaudited pro forma financial results have been prepared for comparative purposes only and do not purport to be
indicative of the results of operations that would have actually resulted had the acquisitions occurred on these dates, or of
future results of operations.

Inception
{April 13,
2005)
Years Ended to
December 29, December 30, December 31,
{in thousands, except per share amounts) 2007 2006 2005
Pro Forma Amounts: (Unaudited)
REVEIMUES ...t ee e e s v st e e aree s ree e $ 63,005 % 31,532 % 8,449
NELIOSS .o e (356,235) {213,617} (48,659)
Net loss applicable to common shares ..., (377,255) (213,617) N/A
Net loss per common share ~ basic and diluted ........................... $ (4.09) % (2.39) N/A

The pro forma amounts above include interest expense on debt assumed that is calculated using our effective borrowing
rate at the date of acquisition and nonrecurring charges for in-process research and development of $12.1 millicn for the
years ended December 29, 2007 and December 30, 2006, and $6.6 million for the period from inception (April 13, 2005)
to December 31, 2005.

3. Related Party Transactions

On March 28, 2007, we issued and sold 355,000 shares of our Series A Senior Convertible Preferred Stock at a price of
$1,000 per share. In addition to other investment funds and institutional investors, 14%, 14% and 28% of the Series A
Senior Convertible Preferred Stock was sold respectively, to Navation, Inc., an entity owned by Allen Salmasi, our
Chairman and Chief Executive Officer, Manchester Financial Group, L.P. (“Manchester Financial”), an entity indirectly
owned and controlled by Douglas F. Manchester, a member of our board of directors, and affiliates of Avenue Capital, of
which a member of our board of directors, Robert Symington, is a portfolio manager. Kevin Finn, our Chief Compliance
Officer, also purchased less than 1% of the Series A Senior Convertible Preferred Stock (Note 8).

On July 17, 2006, we issued 7% Senior Secured Notes due July 17, 2010 in the aggregate principal amount of $350.0
million. The purchasers of the 7% Senior Secured Notes were investment funds and other institutional investors, including
affiliates of Avenue Capital, among others. Neither Mr. Symington nor Avenue Capital or its affiliates received any
compensation in connection with the financing {Note 4).

On July 18, 2005, we issued options to purchase 83,000 common shares to Manchester Financial as consideration for
services rendered in connection with our acquisition of certain licensed spectrum leases. The options were immediately
vested with a one year term at an exercise price of $6.00 per share and were subsequently exercised in 2006. The fair
value of these options was estimated at the date of grant to be $108,000 using the Black Scholes method of valuing
options with the following assumptions: risk free interest rate of 3.64%, dividend yield of 0%, expected volatility of 51%
and an expected life of 1 year. The fair value was recorded to general and administrative expense at the date of grant.
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4, Long-Term Obligations

Long-term obligations consist of the following:

December 29, December 30,

(dollars in thousands) 2007 2006
7% Senior Secured Notas, $350,000 due 2010, net of unamortized discount and fair

value of warrants of $51,399 and $69,325 at December 29, 2007 and December 30,

2006, respectively, interest payable semiannually in January and July each year,

secured by FCC licenses and spectrum leases with a book value of $433,523 and

$75,000 in reSICIEA CASN.....eivevivieeescetieeeee e eirssaaress s eee et eeseesee s se s e s e e s ene st neaen $ 298601 § 280,675
Wireless spectrum leases, weighted average imputed interest rates of 9.66% and

8.43% at December 29, 2007 and December 30, 2006, respectively, expiring from

2011 through 2036, net of unamortized discounts of $18,505 and $9,758 at

December 29, 2007 and December 30, 2008, respectively, with one to five renewal

options ranging from 10 to 15 years each ... 24,799 20,091
9.08% note, due June 1, 2009, principal and interest of $214 payable monthly, net of

unamortized discount of $40, secured by $24,139 in assets held by GO Networks ...... 3,640 —
L0 1= U VOOV VOO OPI PRSI 587 329
Total long-term obligationS ...t e 327,527 301,085
LESS CUITENME POMION ..oeivi e siee e e ssr e s e ot er e smn e e b e b e s b b et saaarab s (6,745) (3,065)
LONG-EIM POMION ...ttt ettt bbbttt e s n b n b s $ 320,782 § 298,030

Payments due on these obligations during each of the five years subsequent to December 29, 2007 are as follows:

fin thousands)
Fiscal Years:

0 T OO O PO T P OO OO PR $ 6,745
P2 0L O O OO U OO U P PO OO TR 4,685
2 0 0 O OO T OO U PO PO SO OO OO SRS VPO 353,392
P20 I OO SO T Oy PO U PO OSSOSO 3,326
200 ettt e e et e e e are A hge e S e ae eEe et e At e eEee e amten kb e et b et naE £ ek b e et s nn e et e s e R e eans 3,239
Iz L= L= O PO PO PP RO 26,084
397,471
Less unamortized ISCOUNT ...........oiuiviiie oo et e et et e e roc et ae e s bat s st b s saa e s smn e sb e s et r e et b s e s e (69,944)
LESS CUITENME POTION <..oititiitiiieettieeeseeet ettt et smee st ee e s e s e s emeees e e e e aean b e et 414 S s s h b e nas s s et an s s Rt e s an e et s e rnesmarnaraas 6,745)
Total IoNG-term OBlIGAtIONS. ......cvviieutieeieeiet ettt ettt ebsd et e s ns b e s $ 320,782

On July 17, 2006, we issued 7% Senior Secured Notes due July 17, 2010 (the “Notes”) in the aggregate principal amount
of $350.0 million. The Notes were issued at a 15% original issue discount, resulting in gross proceeds of $297.5 million.
After the payment of transaction related expenses, we received net proceeds of $285.0 million available for the sole
purpose of financing spectrum acquisitions and leases. The costs incurred to issue the Notes, which tolaled $2.5 million
were deferred and are included in other assets in the consolidated balance sheet. We are amortizing the deferred
financing costs over the expected term of the Notes using the effective interest method. No scheduled principal payments
will be due on the Notes before the maturity date of July 17, 2010. The Notes are pre-payable at our option at specified
premiums to the principal amount that will decline over the term of the Notes from 105% to 100%, plus a make-whole
amount applicable until July 17, 2008. The obligations under the Notes are secured by first priority liens on certain
pledged equity interests, FCC licenses, spectrum leases, securities accounts, proceeds from any of the foregoing as well
as proceeds derived in any way from foreign licenses. We are required to maintain $75.0 million in cash or cash
equivalents from funds other than the proceeds of the Notes in a restricted collateral account at all times while the Notes
remain outstanding, which is classified as restricted cash in the accompanying consolidated balance shests.

The purchase agreement for the 7% Senior Secured Notes contains representations and warranties, affirmative and
negative covenants including, without limitation, our obligation to not become liable to any additional indebtedness,
subject to certain exceptions including the ability to enter into spectrum leases or to incur $25.0 million of acquired
company debt or purchase money indebtedness. As of December 29, 2007, we have become liable for additional
indebtedness totaling $4.4 million. Management believes that we are in compliance with our debt covenants at December
29, 2007.
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In connection with the issuance of the 7% Senior Secured Notes, we issued to the purchasers of the Notes warrants to
purchase an aggregate of 4.1 million shares of our common stock at an exercise price of $0.01 per share. The warrants
are immediately exercisable and expire on July 15, 2009. During years ended December 29, 2007 and Decemnber 30,
2006, warrants to purchase 0.7 million and 1.5 million shares of common stock were exercised for cash totaling $4,000
and $8,000, respectively. At December 29, 2007, 1.9 million shares of common stock remained subject to issuance upon
exercise of outstanding and exercisable warrants.

On March 10, 2008, we amended the original purchase agreement for the Notes. Under the amended purchase
agreement, we may withdraw up to the full amount of the $75.0 million cash reserve account established as collateral for
the Notes for use in funding our business plan, subject to the payment of a consent fee of $3.5 million per $25.0 million
withdrawn. The amended purchase agreement also permits us to incur an additional $25.0 million of indebtedness for the
purposes of funding a working capital line of credit subject to specified subordination terms, and an additional $100.0
million of second lien indebtedness related to working capital that remains subject to an intercreditor agreement with a
party that is reasonably satisfactory to the holders of a majority in aggregate principal amount of the Notes and
[intercreditor terms that are reasonably satisfactory to the holders of at least two-thirds in aggregate principal amount of
the Notes. In addition, the amended purchase agreement restricts the types of investments that can be held in the cash
Treserve account to exclude auction rate or similar securities.

Certain of our wireless spectrum lease arrangements provide for the payment of royalties based on 0.25% of gross
revenues, realized on the use of the spectrum subject to a cap ranging from 100% to 150% of the annual spectrum lease
payments. Additionally, all of our wireless spectrum lease agreements require us to construct, operate and maintain
wireless services so as to satisfy the FCC’s substantial service deadline by May 1, 2011. Certain agreements require us
to make network connections available for the lessor's use that are equivalent to a specified percentage of the
transmission capacity created.

5. Fair Values of Financial Instruments
We used the following methods and assumptions in estimating the fair value disclosures for financial instruments:

Cash and cash equivalents: The carrying amount reported in the balance sheet for cash and cash equivalents
approximates its fair value.

Marketable securities: The fair values for marketable debt securities are based on quoted market prices.

Restricted cash: The fair values for marketable debt securities included in restricted cash are based on quoted market
prices.

7% Senior Secured Notes: Since we are accreting the carrying value of the 7% Senior Secured Notes up to their face
value over the expected term of the notes using the effective interest method, the fair value of the notes approximates
their carrying value.

Wireless spectrum feases, note payable to bank and other long-term obligations: The fair values of our wireless spectrum
leases, note payable to bank and other long-term obligations are estimated using a discounted cash flow analysis, based
on our current incremental borrowing rates for similar types of borrowing arrangements.

The carrying amounts and fair values of financial instruments are as follows:

December 29, 2007 December 30, 2006
Carrying Carrying

fin thousands) Amount Fair Value Amount Fair Value
inancial assets:
Cash and cash equivalents.........cccccocovrioe e $ 53056 $ 53056 § 32980 $ 32980
Marketable Secunties .........cooeeiv e, 113,684 113,684 167,705 167,705
Restricted Cash .............ccoovieiiioo e, 75,000 75,000 75,000 75,000
inancial liabilities:
7% Senior Secured NOLES..........ccociviiii e 298,601 298,601 280,675 280,675
Wireless spectrum 1eases .........ccccv v e 24,799 19,481 20,091 15,785
Note payable to bank .........ccooo oo 3,540 3,540 — —
Other long-term obligations...........c.ooeoiiicci e 587 587 329 329
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6. Income Taxes

Our loss before provision for income taxes and minority interest is as follows:

{in thousands)
United STALES ...veveire ettt s st
FOTEIBN .. veveiiesieee et i et em e bbb e

Our income tax provision (benefit} is as follows:

{in thousands)
Current income tax expense (benefit):
FEACTAL ..ottt ertertiese e et teesae st st ein e s s e e s e e e e e serssrb s sanssaen s s snn e

FOPBIZN .ot bbb st
Total current income tax expense (benefit).........coeo
Deferred income tax benefit:

FOTBIZI Lirievirer ittt bbb en e cn e
Total deferred income tax benefit ..o
Total provision (benefit) for INCOME tAXES .......ooveiiiiinininrnrrre i,

Years Ended

Inception
(April 13,
2005)
to

December 29,
2007

December 30,

December 31,
2005

$ (251,331
(69,192)

(103272) $ (43,737)
(3,391) (1,925)

§  (320,523)

(106,663) $  (45,662)

Inception
(April 13,
2005)
Years Ended to
December 29, December 30, December 31,
2007 2005
$ — (265) % 258
35 10 7
791 220 152
826 {35) 417
(191) — —
(191) — e
$ 635 (35) § 417

Amounts are reflected in the preceding table based on the jurisdiction of the taxing authorities. Changes in enacted rates

impact the tax provision in the year a rate change is enacted.

Deferred income taxes are provided for the effects of temporary differences between the amounts of assets and liabilities
recognized for financial reporting purposes and the amounts recognized for income tax purposes. The deferred tax assets
and liabilities are determined by applying the enacted jurisdictional tax rate in the year in which the temporary difference is

expected to reverse.
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The tax effects of the major items recorded as deferred income tax assets and liabilities are as follows:

December 29, December 30,

(in thousands) 2007 2006
Current deferred income tax assets:
DEEEITEA TEVEIUE. ......oeeveeeeeeeseoeseee s eeeeeeeeeseseses s eseseseseeesee s s s ssasees e eressemeess s s eeeemeeeeeeeeenes $ 14,485 $ 4,777
Other current reserves and ACCTUALS ..vvivvevrivviiirisisevverrererseesssreeres s rersssrerreesssssssseesrnrisrsis 5,577 1,802
Total current deferred INCOME TAX ASSELS .uvuviiivivrre e s cree e cr e se s s e sesr e besneas 20,062 6,579
Noncurrent deferred income tax assets:
INEt OPEIALING LOSSES...eiieirtiiteieieie sttt ee st er et st et ss s mes s e s e s eaeam e sasean s s ereeseareabesaanan 167,904 48,453
Research and experimentation and other credit carryforwards........coocveivveriiecciccvcecncc 646 298
Capitalized Start-Up EXPENSES ... e irariiasies e esee st assarasassasesceeesesesiasasansasasemsmenssessencas 53,672 24,613
Capitalized research and experimentation eXpenditiures.........o.oovvvveee e 30,432 761
Other noncurrent reserves and CCIUALS ..o vt esnr s seneenane 13,601 2,532
Total noncurrent deferred INCOME tAX @SSEIS .. ...viviiiiiiiiriie e e cesisie i e e srreeessessanaaans 266,255 76,657
Total current and noncurrent deferred INCOME tAX ASSELS .ivcvriicvrvrirrrrririieeiiseereeerineeninensnes 286,317 83,236

Noncurrent deferred income tax liabilities:

Fixed assets and other intangible aS8etS..........cooeeeeieiiiieee ettt (31,332) (580)
Intangible assets not subject to aMOTtIZAtION ......ocooiiv e e (103,061) (75,774)
Total noncurrent deferred income tax lHabilities..........ccovenviiiniierc e (134,393) (76,354)
Valuation @IlOWAIICE ........ooccieiiiiiiiii ettt r et se e e s es et bbb s e eneeasebnsaarasbnnbess (254,059) (82,656)
Net deferred income tax Hability .........coiiiiiciiininniiiecc s e en $ (102,135) § (75,774)

Reconciliations of the U.S. federal statutory income tax rate to the effective tax rate are as follows:

Inception
(April 13,
2005)
Years Ended to
December 29, December 30, December 31,
{in thousands) 2007 2006 2005
U.S. federal StAtULOTY FALE .ocoeeiiriiee ettt (35.0)% (35.00% (35.0)%
State taxes, net of federal effect ..o — — —
Effect of non-consolidated affiliates .........ccoccieveniiiii i e, — 3.2 (1.3)
In-process research and eXPerimentation . .....coveevere e s 1.2 1.2 4.1
Increase in valuation allOWAaNCE .....c.vevriiieeeese e srs e eese e 31.2 30.1 376
L= U U OO PPOT R 2.8 0.5 (4.5
EffeCtive taX TALE ..c.cviiiceere ettt e e s e et s et enns 0.2% 0.0% 0.9%

As of December 29, 2007, our U.S. operations are included in a consolidated federal income tax return. The amount of
current and deferred income tax expense is computed on a separate entity basis for each member of the group based on
applying the principles of SFAS 109. Prior to the corporate conversion transaction on November 13, 2006, the assets and
liabilities of NextWave Wireless Inc. were recorded on the balance sheet of NextWave Wireless LLC, which was classified
as a partnership for U.S. federal and state income tax purposes. Therefore, NextWave Wireless LLC’s income or loss
generally was not subject to federal or state income tax or benefit at the entity level. Accordingly, our 2006 provision far
income taxes consists of the aggregate of income tax or benefit generated by its corporate subsidiaries, without including
taxes or benefit on income or loss of NextWave Wireless LLC. Foreign taxes are recorded on a separate entity level
based on applicable jurisdictional income tax rates.

As of December 29, 2007, we had approximately $353.5 million in federal net operating losses that will begin to expire in
2016. As of December 29, 2007, we had approximately $99.7 million and $77.7 million in state and foreign net operating
loss carryforwards, respectively, that will begin to expire in 2008. Utilization of certain net operating loss carryforwards and
foreign tax credits are subject to an annual limitation due to the ownership change limitations provided by Internal
Revenue Code Section 382 and similar state provisicns. In addition, we have a limited history of operations and are
uncertain at this time whether we will be able to utilize these carryforwards.

We increased our federal, state and foreign valuation allowance during 2007 by $171.4 million, from $82.7 million to
$254.1 million, due to the increase in our net deferred tax asset balance. The increase consists of $120.0 million related to
the valuation allowance for amounts recorded as loss from operations and $51.4 million recorded as goodwill, which

NextWave 2007 | 97




relates primarily to our 2007 and prior acquisitions. At December 29, 2007, the balance of the valuation allowance the
reversal of which would be offset by goodwill equals $73.6 million.

In 2007, in accordance with SFAS No. 142, a deferred income tax liability for U.S. and state and local income taxes of
$103.1 million, related to intangible assets with an indefinite life, was not netted against deferred tax assets when
establishing the above valuation allowance. The valuation allowance as of December 29, 2007 and December 30, 2006 is
attributable to deferred tax assets related primarily to income tax loss carryforwards, mostly in the U.S., including certain
states, as well as start-up costs and other net deferred tax assets, for which it is more likely than not that the related tax
benefits will not be realized. it is our policy that the valuation allowance is decreased or increased in the period
management determines that it is more likely than not that the deferred tax assets will be realized or not.

At December 29, 2007, we had undistributed foreign earnings of $0.6 million, which we intend to be permanently
reinvested and, accordingly, a deferred income tax liability has not been established on those earnings.

We adopted FIN 48, Accounting for Uncertainty in Income Taxes, on December 31, 2008, the beginning of fiscal year
2007. As of December 30, 2006, we did not have any unrecognized tax benefits or related accrued interest or penalties
and did not record any cumulative effect adjustment to retained earnings as a result of adopting FIN 48. Our policy for
recording interest and penalties on any unrecognized tax benefits in the event such unrecognized benefits arise in future
reporting periods will be to record any interest and penalty amounts in income tax expense.

The adoption of FIN 48 did not have an effect on our effective income tax rate for the fiscal year ended December 29,
2007 as no unrecognized tax benefits were generated during the year. We do not believe that we will generate any
material unrecognized tax benefits within the next 12 months. Since we did not have any unrecognized tax benefits as of
December 30, 2006 or December 29, 2007, and because management believes that we will not generate any material
unrecognized tax benefits within the next 12 months, a tabular reconciliation as prescribed by paragraph 21(a) of FIN 48
has not heen prepared.

We file U.S. federal, state and foreign income tax returns in jurisdictions with varying statutes of limitations. The 2004
through 2007 tax years generally remain subject to examination by federal and most state tax authorities. As of December
29, 2007, we were not subject to any U.S. federal, state, local, or non-U.S. income tax examinations by tax authorities for
the current or any prior reporting periods.

7. Commitments and Contingencies
Pending Acquisition of Wireless Spectrum

During 2007, we entered into lease and lease purchase agreements for wireless spectrum whose transfers of control were
pending final approval from the FCC at December 29, 2007. The lease agreements have a maximum term of 30 years,
including renewals, and will require monthly and annual payments. Amounts paid as deposits for these agreements
totaled $20.1 million at December 29, 2007 and are included in other noncurrent assets in the consolidated balance sheet.
Estimated future lease obligations due under the terms of these wireless spectrum lease agreements at December 29,
2007 are as follows:

(in thousands)

Fiscal Years:
D008 oot veteeeaaeaaesearanaeeeeiaeeeeieeiriteieetienereerieseeeieeeeereeeeeieietiitiniintariiaare s iaaaaeasaeaenasaeraar e e ars $ Qo2
1010 1< ITUUUUTUU TR T T T OO O PSPPSR YPPTOPPI 777
D000 e et eee e eeee e ttettettertieanesreseseseeeseesmesetestasiiaasiEEereeteesiesieenaeins AbE et eeetaeesaa e ern et e 797
D00 oo+ e reteeetiieeseteeeeeeaaeeeessesiEessesiisieesesveseeeesiinesessasartecterEerereteniitsresimasaseeteeeibbetinnnrtreeeyaasneseenneee 816
D072 oo e e ettt eere ettt eeeetressitbrEEesiseersrasesereeeeeieeeabeiveEESEEELLISESiareeeeeaneaasbtbataes e a e 836
RE AT e i (= UUTUUUTU R U TR T O U U O PP 3,857
T R oottt eaeee i eeteanaeeiteeaeeeiieseiteeateeeEeenErebar et tee e eeneea b b eas s e ey ge e e e en s $ 7,985
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Services and Other Agreements

We enter into non-cancelable software license agreements and agreements for the purchase of software development
and engineering services to facilitate and expedite the development of software modules and applications required in our
WIMAX development activities. The services agreements contain provisions for minimum commitments based on the
number of team members and their respective billing rates. Amounts paid under these contracts, which expire on various
dates through 2011, totaled $17.7 million, $2.5 million and $2.1 millien during the years ended December 29, 2007,
December 30, 2006 and during the period from inception (April 13, 2005) to December 31, 2005, respectively. At
December 29, 2007, estimated future minimum payments due under the terms of these agreements are as follows:

(in thousands)
Fiscal Years:

2008 ... et a bt et s aRer e e s R A eA £t e e R R R et e e ab oA et ebeA et er R e e et e es e b eban b easeeeeenin $ 12,767
2000 et ea et e eea e Rt b e bt e ae et e esee s ees s et b enseen e teent e esineeresneasbenne et senteeateansensaanees 4,890
2070 e et ae Rttt s et e et s s oAt e e R e A e Rt ea s b eeasesbes s ek s ese et e esn et et e e enreeennes 2,867
40 e O OO SO T ST OO 4,361
Lo = LIPSO OO STTUUU PO § 24,885
Operating Leases

We lease office and research facilities, cell sites and certain office equipment under non-cancelable operating leases
expiring on various dates through 2015. We recognize rent expense on a straight-line basis over the respective lease
terms. As a result, any differences between recognized rent expense and required upfront rental payments upon
execution that reduce future rental payments is recorded as unapplied prepaid rent and any difference between rent
expense and rent payments that are reduced by cash or rent abatements is recognized as deferred rent. At December 29,
2007, unapplied prepaid rent totaled $0.6 million and is included in prepaid expenses and other current assets in the
consolidated balance sheet and deferred rent totaled $1.6 million, of which $0.2 million is included in other current
fiabilities and $1.4 million is included in long-term deferred credits and reserves in the consolidated balance sheet.

Certain commitments have renewal options extending through the year 2031. One of the facility lease agreements
requires a $2.5 million letter of credit which will be reduced gradually until termination of the lease in 2012. Rent expense
under these operating leases was $11.2 milfion, $6.9 million and $2.7 million for the years ended December 29, 2007,
December 30, 2006 and for the period from inception (April 13, 2005) through December 31, 2005, respectively. Sublease
income totaled $0.3 million, $1.7 million and $0.7 million for the years ended December 29, 2007 and December 30, 2006
and for the period from inception (April 13, 2005) through December 31, 2005, respectively.

Future minimum lease payments under non-cancelable operating leases, net of sublease rentals at December 29, 2007,
are as follows:

Lease Sublease

(in thousands) Commitments Rentals Net
Fiscal Years:
2008 ... e e e et e e et e e e e atbea $ 11,306 $ (198) % 11,108
2000 e ———e e —t b e et aeeaatbes 8,674 — 8,674
2070 L e r e e een 7,178 — 7,178
20T e e v e et aaa e rentaras 4,997 — 4,997
201 2 et et e e e s 2,239 — 2,239
TREICAMEE ...ttt et e e ettt e e e e tae e s eeesenes 140 — 140

b 34,534 § (198)$% 34,336
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Legal Proceedings

On June 8, 1998, NextWave Personal Communications Inc., NextWave Power Partners Inc. and the predecessor to
NextWave Wireless Inc., all direct and indirect wholly owned subsidiaries of NextWave Telecom Inc., filed a voluntary
petition for relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the southern District
of New York. On December 23, 1998, NextWave Telecom Inc. filed its voluntary petition, in order to implement an overall
corporate restructuring. On March 1, 2005, the Bankruptcy Court confirmed the Third Joint Plan of Reorganization, dated
January 21, 2005. The cornerstone of the Plan of Reorganization was the sale of NextWave Telecom and its subsidiaries,
excluding the predecessor to NextWave Wireless inc., to Verizon Wireless for approximately $3.0 billion. Pursuant to the
Plan of Reorganization, on April 13, 2005, all non-PCS assets and liabilities of the NextWave Telecom group were
contributed to the predecessor to NextWave Wireless Inc., and the predecessor to NextWave Wireless Inc. was
capitalized with $550.0 million in cash. Through this process, the predecessor to NextWave Wireless Inc. was
reconstituted as a company with a new capitalization and a new wireless technology business plan. All claims made in
connection with the Chapter 11 case have been resolved, and we received a decree of final judgment closing the Chapter
11 case.

Other Guarantees and Indemnifications

We provide indemnifications of varying scope and size to certain customers against claims of intellectual property
infringement made by third parties arising from the use of our products. We have also entered into indemnification
agreements with our officers and directors. Although the maximum potential amount of future payments we could be
required to make under these indemnifications is unlimited, to date we have not incurred material costs to defend lawsuits
or settle claims related to these indemnification provisions. Additionally, we have insurance policies that, in most cases,
would limit our exposure and enable us to recover a portion of any amounts paid. Therefore, we believe the estimated fair
value of these agreements is minimal and likelihood of incurring an obtigation is remote. Accordingly, we have not accrued
any liabilities in connection with these indemnification obligations as of December 29, 2007.

8. Series A Senior Convertible Preferred Stock and Stockholders’ Equity
Preferred and Common Stack

We have authorized 25 million shares of preferred stock, of which 355,000 shares have been designated as Series A
Senior Convertible Preferred Stock. Shares of the preferred stock may be issued in any number of series as determined
by the board of directors. The board of directors is also authorized to define the terms of the preferred shares, including
voting rights, liquidation preferences, conversion and redemption provisions and dividend rates.

We have authorized 400 million shares of common stock, of which 92.7 million shares were issued and outstanding at
December 29, 2007. At December 29, 2007, we had the following common shares reserved for future issuance upon the
exercise or issuance of the respective equity instruments:

{in thousands)

Series A Senior Convertible Prefermed SLOCK ..o ettt e e sm e e b b 34,010

Stock options:
Granted And OULSEANAINE . ...c.ovcv.vveereer e reeenreee st ececeremeremem s o s s b et et s d e R a1 bbb bbb e e 20,842
AVAL1able TOI FULUTE EIANES......vivreeeeeees et b b8 e AL PR SES S s 13,042
N ATTAIIES -+ eveetssssesssoseseeesseesesaasssesesesnenasaesmesssasaansssansseessbees bt o beeesseesaee e bne s s aseseane e e b s s be e e AR R a e e r s a e e et n e et 2,436
Contingently issuable shares under adViSOry COMMTACL ....c.ovuiuiireueu i e 833
71,163
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At December 29, 2007, we accrued $51.6 millicn in additional purchase consideration payable to the selling shareholders
of IPWireless as a result of the achievement of certain revenue milestones in 2007 as specified in the acquisition
agreement. Of the total amount accrued, $1.3 million is expected to be paid in cash and $50.3 million is expected to be
paid through the issuance of shares of our common stock. The actual number of shares to be issued will be based on the
average closing price of our common stock for the 30 consecutive trading days ending with the third trading day
immediately preceding the actual payment date. We anticipate that the substantial majority of the amount due will be paid
in March 2008.

Additional purchase consideration of up to $77.5 million may be paid to the selling shareholders of IPWireless based upon
the achievement of certain revenue milestones in 2008 and 2009, inclusive, as specified in the acquisition agreement,
with potential payments of up to $24.2 million in 2009 and up to $53.3 million in 2010. If earned, up to $56.3 million of
such additional consideration will be payable in cash or shares of common stock at our election, up to $18.7 million of
such amounts will be payable in cash or shares of common stock at the election of the representative of IPWireless
shareholders and up to $2.5 million is required to be paid in cash.

The acquisition of GO Networks provided for additional purchase consideration of up to $25.6 million and $0.1 millicn to
be paid to the selling shareholders of GO Networks in shares of our common stock and cash, respectively, subject to the
achievement of specified operational milestones in February and August 2008, which include customer acceptance of
certain product units and the continued employment of certain key employees. We expect to complete our analysis of the
achievement of the February 2008 milestone by the end of the first quarter of 2008.

Series A Senior Convertible Preferred Stock

On March 28, 2007, we issued and sold 355,000 shares of our Series A Senior Convertible Preferred Stock (the “Series A
Preferred Stock”) at a price of $1,000 per share. The Series A Preferred Stock was issued in a private placement
transaction exempt from the registration requirements of the Securities Act of 1333. We received $351.1 million in net
proceeds from the sale of the Series A Preferred Stock. Costs incurred to issue the shares totaled $3.9 million. The net
proceeds are used to fund operations, accelerate the development of new wireless technologies, expand our business
and enable strategic acquisitions.

Dividend Rights. Holders of the Series A Preferred Stock are entitled to receive quarterly dividends on the liquidation
preference at a rate of 7.5% per annum, Until March 2011, we can elect whether to declare dividends in cash or to not
declare and pay dividends, in which case the per share dividend amount will be added to the liquidation preference. From
and after March 2011, we must declare dividends in cash each quarter, subject to applicable law. The terms of our 7%
Senior Secured Notes due 2010 currently prevent the payment of cash dividends on the Series A Preferred Stock. The
dividend rate is subject to adjustment to 10% per annum if we default on our dividend payment obligations. The dividend
rate is also subject to adjustment to 15% per annum if we fail to comply with the protective covenants of the Series A
Preferred Stock described below and to 18% per annum if we fail to convert or redeem the Series A Preferred Stock when
required to do so, as described below.

We accrued for $20.8 million in undeclared dividends during the year ended December 29, 2007.

Voting Rights. Pursuant to the terms of the Series A Preferred Stock, so long as at least 25% of the issued shares of
Series A Preferred Stock remain outstanding, and until the date on which we elect to redeem all shares of Series A
Preferred Stock in connection with an asset sale, as described below, we must receive the approval of the holders of
shares representing at least 75% of the Series A Preferred Stock then outstanding to (i) incur indebtedness in excess of
$500 million, subject to certain adjustments and exceptions, (ii) create any capital stock that is senior to or on a parity with
the Series A Preferred Stock in terms of dividends, distributions or other rights, or (iii)) consummate asset sales involving
the receipt of gross proceeds of, or the disposition of assets worth, $500 million or more based on their fair market value.
In addition, so long as at least 25% of the issued shares of Series A Preferred Stock remain outstanding, we may not
distribute rights or warrants to all holders of our common stock entitling them to purchase shares of our common stock, or
consummate any sale of our common stock, for an amount less than the fair market value on the date of issuance, with
certain exceptions. With respect to other matters requiring stockholder approval, the shares of Series A Preferred Stock
will be entitled to vote as one class with the common stock on an as-converted basis.

Conversion Rights and Redemption Rights. Each share of Series A Preferred Stock is convertible into a number of
shares of our common stock equal to the liquidation preference then in effect divided by $11.05. The Series A Preferred
Stock is convertible at any time at the option of the holder, or at our election after September 28, 2008, subject to the
trading price of our common stock reaching $22.10 for a specified period of time, except that such threshold price will be
reduced to $16.575 on the earlier of March 28, 2010, or our consummation of a qualified public offering. We will not be
entitled to convert the Series A Preferred Stock at our election unless a shelf registration statement covering the shares of
common stock to be issued upon conversion is then effective or the shares are no longer considered restricted securities
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under the Securities Act, At December 29, 2007, the liquidation preference totaled $375.8 million. If all shares of Series A
Preferred Stock were converted at December 29, 2007, we would be obligated to issue 34.0 million shares of our common
stock.

We will be required to redeem all outstanding shares of Series A Preferred Stock, if any, on March 28, 2017, at a price
equal to the liquidation preference plus unpaid dividends. If we elect to convert the Series A Preferred Stock after our
common stock price has reached the qualifying threshold, we must redeem the shares of holders of Sefies A Preferred
Stock who elect not to convert into common stock at a price equal to 130% of the liquidation preference. However, we are
not required to redeem more than 50% of the shares of Series A Preferred Stock subject to any particular conversion
notice. In the event that we fail to obtain approva! of the holders of Series A Preferred Stock to an asset sale transaction,
we must either not consummate such asset sale or elect to redeem all shares of Series A Preferred Stock at a redemption
price equal to 120% of the liquidation preference. Holders will be entitled to opt-out of such redemption.

Right to Receive Liquidation Distributions. The Series A Preferred Stock has an initial liquidation preference of $1,000
per share, subject to increase for accrued dividends as described above. The liquidation preference would become
payable upon redemption, as described above, upon a liquidation or dissolution of our company, or upon deemed
liquidation events including a change in control, merger or sale of all or substantially all of our assets, unless the holders
of Series A Preferred Stock provide a 75% vote to not treat a covered event as a deemed liguidation. Upon a deemed
liquidation event, the Series A Preferred Stock will be entitled to receive an amount per share equal to the greater of
120% of the liquidation preference or the amount that would have been received if such share had converted into
common stock in connection with such event.

Qur obligations to pay contingent cash dividends and cash premiums upon redemption or liquidation of the preferred
shares constitute embedded derivatives, the initial estimated fair values of which aggregated $0.2 million, and were
recorded as long-term liabilities in the consolidated balance sheet, reducing the carrying value of the Series A Preferred
Stock. At December 29, 2007, the estimated fair values of the embedded derivatives totaled $1.0 million. A change in the
estimated fair value of the embedded derivatives of $0.8 million during the year ended December 29, 2007, was recorded
as a charge to other income (expense) in the consolidated statements of operations.

9, Equity Compensation Plans

During the year ended December 29, 2007, we added four share-based compensation plans that provide for awards to
acquire shares of our common stock, increasing the total number of plans from two to six: the PacketVideo 2005 Equity
Incentive Plan, the NextWave 2007 New Employee Stock Incentive Plan, the GO Networks Employee Stock Bonus Plan
and the IPWireless, Inc. Employee Stock Bonus Plan.

Cn January 3, 2007, concurrent with the listing of our common stock on Nasdaq, an option to purchase cne share of our
common stock with an exercise price of $6.00 per share was issued for every six options to purchase shares of common
stock of our wholly-owned subsidiary, PacketVideo, outstanding under the PacketVideo 2005 Equity Incentive Plan,
resulting in the issuance of options to 156 employees to purchase approximately 1.6 million shares of our common stock.
The exchange of options was accounted for as a modification of the cancelled stock options under SFAS No. 123(R).
Accordingly, because the grant-date fair value of the NextWave options issued in the exchange was less than the fair
value of the exchanged PacketVideo options measured immediately before the exchange, no incremental share-based
compensation expense resulted from the exchange.

In February 2007, our board of directors adopted the NextWave 2007 New Employee Stock Incentive Plan. The plan, as
amended in June 2007, provides for an aggregate of 5.0 millicn shares of common stack to be available for future grants
of nonqualified stock options, or restricted, bonus, phantom or other share-based awards to our employees or directors.

In February 2007, concurrent with our acquisition of GO Networks Inc., we established the GO Networks Employee Stock
Bonus Plan whereby a select group of employees may receive up to an aggregate of $5.0 million payable in shares of our
common stock, valued at the time of issuance, upon the achievement of specified operational milestones in February and
August 2008, which include customer acceptance of certain product units and the continued employment of the employee
in addition to certain key employees. At December 29, 2007, we assessed the probability of achisvement of the
milestones under the plan and determined that a stock bonus was probable of payment. Accordingly, during the year
ended December 29, 2007, we recognized $3.5 million of share-based compensation expense based on the portion of the
requisite service period elapsed through December 29, 2007. This amount has been reported in other long-term liabilities
in the consolidated balance sheet at December 29, 2007. We anticipate issuing the shares in payment of the bonus
related to achievement of the first milestone in the first quarter of 2008.

In May 2007, concurrent with our acquisition of IPWireless, Inc., we established the IPWireless, Inc. Employee Stock
Bonus Plan whereby employees and consultants may receive up to an aggregate of $7.0 million in shares of our common
stock, valued at the time of issuance, payable upon the achievement of certain revenue milestones in 2007 through 2009.
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At December 29, 2007, we assessed the probability of achievement of the milestones under the plan and determined that
a stock bonus was probable of payment. Accordingly, during the year ended December 29, 2007, we recognized $3.1
million of share-based compensation expense based on the portion of the requisite service period elapsed through
December 29, 2007. This amount has been reported in other long-term liabilities in the consolidated balance sheet at
December 29, 2007. We anticipate issuing approximately 0.5 million shares in payment of the bonus related to
achievement of the 2007 milestone in March 2008.

In May 2007, NextWave stockholders approved an amendment to the NextWave Wireless Inc. 2005 Stock Incentive Plan
to provide for an additional 15.0 million common shares for awards under the plan.

At December 29, 2007, we may issue up to an aggregate of 33,884,000 shares of common stock under our equity
compensation plans, excluding the IPWireless and GO Networks Employee Stock Bonus Plans, of which 20,842,000
shares are reserved for issuance upon exercise of granted and outstanding options and 13,042,000 shares are available
for future grants.

The following table summarizes the status of the stock option plans at December 29, 2007 and stock option activity during
the year ended December 29, 2007:

Weighted
Average Aggregate
Weighted Remaining Intrinsic
Number of Average Contractual Value
Shares Exercise Price Term {in
{in thousands) per Share {in years) thousands)
Qutstanding at December 30, 2006............... 10934 § 6.20
PacketVideo options exchanged.................... 1,566 $ 6.00
Granted .......c.ocoeiieeei e 9,628 § 8.25
Exercised.......ccoovvviiieieiieeiece (379) % 5.74
Canceled .......ccooveveiniine i (807) $ 7.13
Outstanding at December 29, 2007 ............. 20842 % 7.10 83 % 856
Exercisable at December 29, 2007 .............. 10,491 § 6.07 75 $ 778

(1) Options issued under the NextWave Wireless Inc. 2005 Stock Incentive Plan are exercisable prior to the vesting
date.

The following table summarizes the status of unvested options under these plans at December 29, 2007 and changes
during the year ended December 29, 2007:

Weighted
Average
Grant Date
Number of Fair
Shares Value per
(in thousands) Share
Unvested at December 30, 2006 .........c..o.oveeieeeeeeeeeeeeeeeeee e sees e reeessseeses s e 7351 § 1.82¢
Unvested PacketVideo options eXChanged ...........ocovoveeveeoeeeereeeroeeeeeseeseeseseennes 1,098 § 0.55%
Grantea ... .ooeiiiiecie ettt st e sttt et et e e e 9628 § 3.37

VBSEEA 1.vo et ettt et v ee et er e e e et n et ene e e e er e rne e, (3.285) $ 44®
CANCRIRA ..ottt e ee e en st ee e s (763) $ 2.16%
Unvested at December 29, 2007 ............cocooivoemioeeeeeees oo seeenien, 14,029 $ 2.79@
(2) The weighted average grant date fair value per share includes options granted prior to January 1, 2006 which

have no grant date fair value assigned as we adopted the provision of SFAS No. 123(R) using the prospective
transition method, whereby we continue to account for unvested equity awards to employees outstanding at
December 31, 2005 using APB 25, and apply SFAS No. 123(R} to all awards granted or modified after that date.

We received cash from the exercise of stock aption under these plans of $2.2 million, $1.5 million and $0.1 million, with no
related tax benefits, during the years ended December 29, 2007 and December 30, 2006, and during the period from
inception (April 13, 2005) to December 31, 2005, respectively. The intrinsic value of options exercised during the years
ended December 29, 2007 and December 30, 2006, and during the period from inception (April 13, 2005) to December
31, 2005, totaled $1.4 million, $53,000 and $105,000, respectively.
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Employee Share-Based Compensation

We utilized the Black-Scholes valuation model for estimating the fair value of stock awards to employees during the years
ended December 29, 2007 and December 30, 2006, at the date of grant or modification, with the following assumptions
for the NextWave Wireless Inc. 2005 Stock Incentive Plan, the CYGNUS Communications, Inc. 2004 Stock Option Plan, which
options were exercisable for shares of common stock of CYGNUS Communications, Inc. prior to the Corporate Conversion and were
converted into options exercisable for common shares of NextWave at the date of the Corporate Conversion, and the PacketVideo
Corporation 2005 Equity Incentive Plan, which options were exercisable for common shares of PacketVideo Corporation prior to
January 3, 2007 and were converted into options exercisable for common shares of NextWave on that date:

Year Ended December 29, 2007 Year Ended December 30, 2006
Options for Options for
NextWave NextWave
Wireless Inc. Wireless, Inc.
Common Common Options for
Options for Stock Options for Stock CYGNUS
NextWave Issued upon NextWave Issued upon Communi- Options for
Wireless Inc. Conversion of  Wireless Inc. Conversion of cations, Inc.  PacketVideo
Commen PacketVideo Common CYGNUS Common Common
Stock Plan" Stock Pian ¥ Stock™ Stock
Risk-free interest rate........ 3.09%-4.99% 4.65%-4.98% 4.36%-5.11% 4.62%-5.03% 4.35%-4.39% 4.36%-5.11%
Expected term (in years) ... 3.5-5.5 0-3.8 1.5-5.5 0-4.7 2.5-59 2.5-55
Weighted average expected
stock price volatility ...... 50% 50% 30% 50% 50% 50%
Expected dividend yield.... 0% 0% %% 0% 0% 0%
Weighted average grant-
date fair value of options
granted. ..o $ 337 % 612 % 259 § 7.51 $ 261§ 0.42
(1) Represents assumptions used as of the conversion date to value options to purchase common stock of NextWave Wireless
Inc. that were issued to holders of aptions to purchase common stock of PacketVideo Corporation.
{2) Represents assumptions used as of the conversion date to value options to purchase common stock of NextWave Wireless
Inc. that were issued to holders of options to purchase common stock of CYGNUS Communications, Inc.
(3) Represents assumptions used to value options to purchase common stock of CYGNUS Communications, Inc. prior to the

Corporate Conversion Merger, at converted values.

The risk-free interest rates are based on the implied yield available on U.S. Treasury constant maturities in effect at the
time of the grant with remaining terms equivalent to the respective expected terms of the options. As none of the plans
have sufficient history for estimating the term from grant date to full exercise of the option, we have considered expected
terms applied, in part, by peer companies to determine the expected life of each grant. Expected volatility is based on an
average of peer companies’ expected volatilities due to lack of trading history of our common stock or our subsidiaries’
shares. The dividend yield of zero is based on the fact that we have never paid cash dividends and have no present
intention to pay cash dividends on our common stock.

We assumed annualized forfeiture rates of 14% and 10% for our options granted during the years ended December 29,
2007 and December 30, 2008, respectively, based on a combined review of industry and employee turnover data, as well
as an analytical review performed of historical pre-vesting forfeitures occurring over the previous year. Under the true-up
provisions of SFAS No. 123(R), we will record additional expense if the actual forfeiture rate is lower than estimated, and
will record a recovery of prior expense if the actual forfeiture rate is higher than estimated.

We recognized employee share-based compensation expense from stock options of $6.7 million and $2.8 million for the
years ended December 29, 2007 and December 30, 2006, respectively, under the provisions of SFAS No, 123(R).

Total compensation cost of options granted to employees since January 1, 2006, but not yet vested as of December 29,
2007, was $23.1 million, which is expected to be recognized over a weighted average period of 3.2 years.

in addition to the employee share-based compensation expense resulting from stock options, in May 2007, we recognized
share-based compensation expense of $2.3 million from the issuance of approximately 251,000 shares of our common
stock to certain employees as additional compensation in lieu of annual cash bonuses.

Share-based compensation expense of $9,000 and $0.6 million was recognized during the years ended December 29,
2007 and December 30, 2006, respectively, for common stock issued to employee shareholders of one of the CYGNUS
subsidiaries, stemming from a prior acquisition by CYGNUS, for the attainment of certain product development
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milestones. The share based payments were recognized as compensation expense in accordance with EITF Issue No.
95-8, Accounting for Contingent Consideration Paid to the Shareholders of an Acquired Enterprise in a Purchase
Business Combination.

Non-Employee Share-Based Compensation

We issue options from our 2005 Stock Incentive Plan, warrants and restricted stock to members of our Technical
Developments Steering Committee and other strategic advisors. The following table summarizes the status of non-
employee options and warrants at December 29, 2007 and activity during the year ended December 29, 2007 and are
excluded from the tables above:

Weighted
Average Aggregate
Weighted Remaining Intrinsic
Number of Average Contractual Value
Shares Exercise Price Term (in
(in thousands) per Share (in Years) Thousands)
Qutstanding at December 30, 2006.........c.coovciviviiiiirrnrernn 787 s 6.72
Granted ... oo s 60 3 9.81
Qutstanding at December 29, 2007 ... 847 § 6.94 52 S —
Exercisable at December 29, 2007... cee s 746§ 6.51 47 3% —

The following table summarizes the status of unvested non-employee options and warrants at December 29, 2007 and
changes during the year ended December 29, 2007:

Number of
Shares

(in thounsands)
Unvested at DecemMBET 30, 2006 .........o i ioeeieeiereceeetieree et eeste e ressesraseasnssaesnssssaenteseses bebbeabssbaesbas e ba bbb b bassrasraabeernesreenterarens 436

Granted... 60
Vested... (288)
Unvested at December 29 200? 208
Under a related subscription agreement the cha1rman of lhe Steenng Commlttee purchased 167 000 restricted common
shares in July 2006 for $6.00 per share. We have the right to repurchase these shares at $6.00 per share. This right
lapses in equal monthly amounts through July 2010 while the technical advisor continues to provide services under the
Steering Committee Agreement. In December 2007, we eliminated the repurchase right associated with the remaining
108,000 restricted comman shares where the repurchase right had not yet lapsed. No restricted shares were repurchased
during the years ended December 29, 2007 or December 30, 2006.

Share-based compensation expense from non-employee stock options, warrants and restricted shares totaled $1.8
miilion, $0.8 million and $0.7 million during the years ended December 29, 2007, December 30, 2006 and during the
period from inception (April 13, 2005) to December 31, 2005, respectively. The fair value assigned to the vested
increments of these awards was estimated at the date of vesting and, for the unvested increments, at the respective
reporting date, using the Black-Scholes option-pricing model with the following assumptions:

Restricted
Common
Options Warrants Shares
Year ended December 29, 2007:
Risk-free interest rate 3.83%-5.14% 4.16% 3.21%-4.95%
Contractual term (in years) 6.0-9.9 3.0 0.5-4.0
Weighted average expected stock price volatility 50% 50% 30%
Expected dividend yield 0% 0% 0%
Weighted average fair value of awards $ 3.56 $ 433 ) 1.96
Year ended December 30, 2006:
Risk-free interest rate 4.54%-4.79% 4,58%-4.68% 4.57%-4.78%
Contractual term (in years) 6.0-9.9 3.0-4.0 0.1-3.9
Expected stock price volatility 50% 50% 50%
Expected dividend yield 0% 0% 0%
Weighted average fair value of awards $ 7.24 3 442 § 5.42
Inception (April 13, 2005) to December 31, 2005:
Risk-free interest rate N/A 3.96%-4.39% N/A
Contractual term (in years) N/A 3.0-5.0 N/A
Expected stock price volatility N/A 50.8% N/A
Expected dividend yield N/A 0% N/A
Weighted average fair value of awards N/A 3 2.63 N/A
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The fair value of the unvested increments will be remeasured at the end of each reporting pericd until vested, when the
final fair value of the vesting increment is determined. Unamortized estimated share-based compensation totaled $1.4
million at December 29, 2007, which is expected to be recognized over a weighted average period of 1.4 years.

In connection with the warrants issued, under a related advisory services agreement, the advisor earned warrant exercise
credits of $1.0 million and $1.3 million during the years ended December 29, 2007 and December 30, 2006, respectively,
and continues to earn $83,333 in exercise credits monthly through the date of expiration of the agreement in September
2008. The warrant exercise credits may be used only as credits against the exercise price of the warrants. Expense
related to the warrant exercise credits totaled $1.0 million, $1.0 million and $0.3 million during the years ended December
29, 2007 and December 30, 2008, and during the period from inception (April 13, 2005} to December 31, 2005,
respectively. Unamortized expense totaled $0.7 million at December 29, 2007, and will be charged to the results of
operations with an offsetting increase to additional paid in capital in the consolidated balance sheet over the remaining
vesting periods. Under the agreement, in the event that the advisor makes a significant contribution to a transaction in
which we acquire the use of substantial amount of certain types of spectrum as specified in the agreement, we would
issue to the advisor 833,333 shares of common stock upon the completion of such transaction.

10. Supplemental Cash Flow Information

Supplemental disclosure of cash flow information is as follows:

Inception
(April 13,
Years Ended 2005) to
December 29, December 30, December 31,
(in thousands) 2007 2006 2005
Cash paid for INCOME LAXES .....ooiviiierereee e s 3 602 % 124§ 152
Cash paid for INTEESE .........oiiiiiiie e e 25,291 — —
Noncash investing and financing activities:
Equity interests issued for business acquiSitions .......coeeevecvevereeevniesrecnnseenens 74,522 — —
Fair value of warrants issued in connection with the issuance of 7% Senior
SECUIEA NOTES ..ot e e e te e et e et eeeeeesensaeetessabesebabesate — 24,626 —
Wireless spectrum licenses acquired with lease obligations ..o 5,569 4,039 —
Membership interests issued for business acquISILION .......coevvvnrerinvcccrrnreens — 1,558 —
11. Segment and Geographic Information

During the fourth quarter of 2007, after a series of acquisitions, we reorganized our businesses into four reportable
segments on the basis of products, services and strategic initiatives. Reportable segments are as follows:

«  Semiconductor - WiMAX and LTE baseband chipsets and multi-band RFICs.

. Multimedia— Device-embedded multimedia software, media content management platforms, and content delivery
services delivered through our PacketVideo subsidiary.

+  Networks— 3GPP UMTS and WiMAX based wireless broadband and mabile broadcast preducts and services and
carrier-grade mobile Wi-Fi products and services.

+  Strategic Initiatives— manages our portfolio of licensed wireless spectrum and leads efforts to acquire additional
spectrum assets, both domestically and internationally.

Prior to the fourth quarter of 2007, we operated in one reportable segment, a wireless technology business focused on
developing, acquiring and marketing next-generation mobile broadband and wireless multimedia products and
technologies. Prior period segment information has not been provided as it would be impracticable to do so.

We evaluate the performance of our segments based on revenues and loss from operations excluding depreciation and
amortization. Operating expenses include research and development, and selling, general and administrative expenses
that are specific to the particular segment and an allocation of certain corporate overhead expenses. Certain income and
charges are not allocated to segments in our internal management reports because they are not considered in evaluating
the segments' operating performance. Unallocated income and charges include investment income on corporate
investments and interest expense related to the Notes and the change in the fair value of the embedded derivatives on
the Series A Preferred Stock, all of which were deemed not to be directly related to the businesses of the segments. We §
have no intersegment revenues.
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Financial information for our reportable segments for the year ended December 29, 2007 is as follows:

Semi- Strategic Other or
{in thousands) conductor Multimedia Networks Initiatives Unallocated Consolidated
Revenues from external
CUSTOIMIETS ©veeeeeeeeeeeeeeeeereeeseans $ — % 36,328 § 20,861 § 1,918 § — % 59,107
Loss from operations ..........c......... {67,860) (24,779  (142,314) (13,314) (40,147) (288,414)
Significant non-cash items
included in loss from operations
above:
Depreciation and amortization
CXPENSE «ooeieeeecrcinie e e 1,092 4,983 18,102 4,167 7.933 36,277
Purchased in-process research
and development costs .......... — 860 11,200 — — 12,060
Total assets ......ccooeevresierienenienns 4,766 76,287 242,190 666,618 268,877 1,258,738
Intangible assets, goodwill and
spectrum deposits included in
total assets ......ocvvevieniniieenn, — 63,479 186,115 657,680 92 907,366

Geographic Information

Revenues by geographic area are as follows:

Inception
(April 13,
Years Ended 2005) to
December 29, December 30, December 31,
{in thousands} 2007 2006 2005
Revenues from customers located in:
UNIEEA STAIES 1veivniite e et eeee et e e e e e s reessesereseeeseneeeensesaeeens S 31,762 % 16,511 % 1,858
ASIA PACIFIC 1ottt et a et et et ene 10,231 4,657 1,324
BUTOPE ettt ettt et e em et ettt et e e e e snaesee s 16,829 2,459 552
Rest of the World ..o e 285 657 410
TOLAl TEVEIMUES .oiiitiiiciiiiicene et e e st sen e eseee e st eteeneenees 3 59,107 % 24284 % 4,144

Long-lived assets, which consist of property and equipment, non current deposits and prepaid assets, and an investment
in an unconsclidated business, by country are as follows:

December 29, December 30,

(in thousands) 2007 2006
URIEEA SEALES ...vvicviiiiieieeee e ever e ve e s s e ts e e s srs et e et s ae e e se e sesa et e saesbesaeeeneasese s e satatasans $ 34,235 % 19,581
BUTOPE ettt et b b ae et e e e ratabaset e 11,465 252
ABIA-PACITIC oottt ettt et et et e et e emt et e neeeeeemtae e et eeeaeeeeneaen e raneeaeens 3,844 3,711
Rest OF the WOILd ... et et m e eeee e 304 154

TOtal IONG-IIVEA @SSEIS ..o.eoeeeeeeeeeeee et e et en e eseat s eates e et et eateaneaserannaan 3 49848 § 23,698

Concentration of Risks

A significant portion of our revenues are concentrated with a limited number of customers within the wireless
telecommunications market. For the year ended December 29, 2007, revenues from one customers accounted for 39%,
from the Multimedia segment of our consolidated revenues, and two customers accounted for 18% and 11% from the
Networks segment of our consclidated revenues. For the year ended December 30, 2006, revenues from one customer
accounted for 64% from the Multimedia segment of our consolidated revenues For the period from inception (April 13,
2005) to December 31, 2005, revenues from three customers accounted for 22%, 14% and 11% of our consolidated
revenues, all of which came from the Multimedia segment. Aggregated accounts receivable from three customers
accounted for 25%, 16% and 11% of total gross accounts receivable at December 29, 2007 and two customers accounted
for 42% and 11% of totat gross accounts receivable at December 30, 2006. No other single customer accounted for 10%
or more of revenues during years ended December 29, 2007, December 30, 2008 or during the period from inception
(April 13, 2005) to Decernber 31, 2005 or gross accounts receivable at December 29, 2007 or December 30, 20086.
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We maintain our cash and cash equivalents in accounts which, at times, exceed federally insured deposit limits. We have
not experienced any losses in these accounts and believe we are not exposed to any significant credit risk on these
accounts, '

in addition to our U.S. operations, we conduct business in Europe, Israel, South America and in the Asta/Pacific region,
primarily in Japan and Korea. Any significant decline in the economies or the value of the currencies in these regions
could have a material adverse impact on us.

12. Quarterly Financial Data (unaudited)

The following table summarizes our operating results by quarter for the years ended December 29, 2007 and December
30, 2006:

First Second Third Fourth
{in thousands, except per share data) Quarter Quarter Quarter Quarter Total
Year Ended December 29, 2007V%;
REVEIIUES ©oriiiicvce et n s s er e ter e er st rene $ 7746 % 12832 § 17,752 § 20,777 § 39,107
COSE OF TEVEMUES -.-evevvreeererersees e cenes et ssiens $ 3,665 $ 12,065% 5 22,036° § 25331 $ 63,097
NELLOSS oottt s $ (49395 $ (65265 $(100,852) § (104,598) §$(320,110)
Net loss applicable to common shares ... 3 (49.619) § (72,063) $(107,783) % (111,665) §$(341,130)
Basic and diluted net loss per common share ................. $ (039 % 081y $ (1.7 § (121§ (38D
Year Ended December 30, 2006
REVEIUES vevvivveveireeeee ettt s s ane s $ 3905 § 6,293 § 6670 § 7416 § 24284
COSE OF FEVEIIUES ..vovveviieeieiieimssssseesearsesteeressesenessssassnsence $ 1807 % 2638 § 3506 § 4,103 % 12,054
NEL LOSS eriviviriirririiiiictcrie s e $(15443) % (22,7050 § (31,803) $§ (35,009) $(105,020)
Basic and diluted net loss per common share ... $ (0.19) 3 (028) § (039 S5 043y § (1.28)
(1) We operate on a 52-53 week fiscal year ending on the Saturday nearest to December 31 of the current calendar

year or the following calendar year. Fiscal years 2007 and 2006 are 52-week years ending on December 29, 2007
and December 30, 2008, respectively, and each of the four quarters in 2007 and 2006 include 13 weeks.

(2) The results of operations of acquired companies are included from the respective dates of the acquisitions, which
affects the comparability of the Quarterly Financial Data.
{3) During the fourth quarter of 2007, we reclassified intangible asset amortization expense recognized during the

three months ended June 30, 2007 and September 29, 2007 from general and administrative expense and
engineering, research and development expense to cost of revenues, engineering, research and development,
and sales and marketing expenses. The change in the allocation of the amortization expense, which relates to the
intangible assets acquired with IPWireless and GO Networks, was made to more accurately classify the
amortization expense with the operational function that benefits the most from the respective assets. The
reclassification had no effect on total operating expenses, loss from operations, net loss, loss per common share
or the consolidated balance sheets. The following table presents the impact of the reclasslfications on our
previously reported consolidated operating expenses for the three months ended June 30, 2007 and September
29, 2007, respectively:

Three Months Ended

June 30, 2007 September 29, 2007
As As As

{in thousands) Reported Reclasses Adjusted Reported Reclasses As Adjuste
Operating expenses:

Cost Of FEVEIUES ..c.cvvvvevevevrereerie e $ 10,549 § 1,516 % 12065 $ 17324 § 4712 § 22,03
Engineering, research and development ... 34,350 87 34,437 42,556 (187) 42,34
Sales and marketing ......coooeveninienn e 5,562 50 5,612 7.449 297 7,74
General and administrative ........c..cccoeeenene 21,845 (1,653) 20,192 30,939 (4,322) 26,11
Purchased in-process research and

development COSLS ..., — — — 11,200 — 11,2

Total operating eXpenses ........coceevveecenneee $ 72306 8 — § 72306 § 109468 § — ¥ 109,4¢
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13. Subsequent Events (Unaudited)

On March 3, 2008, we entered into an agreement to acquire all of the outstanding equity interests of Southam Chile SA, a
Chilean corporation, and Sociedad Televisora CBC Limitada, a Chilean limited liability company, for an initial cash
payment of $4.5 million and additional cash payments of up to $1.7 million upon the occurrence of certain specified events
~ prior to the third anniversary of the acquisition date. We anticipate that the acquisition will close in late March 2008.

Through March 10, 2008, auctions for eight ARS, including certain municipalities and education auction rate securities,
with principal amounts aggregating $29.5 million, were not successful due to recent weakness in the auction markets. The
unsuccessful securities are District of Columbia Savrs freedom forum-A (insured by MBIA), Houston Tex Uti Sys Rev Adj-
Rfdg-Comb (insured by AMBAC), Education Loan Trust (insured by FFELP), Utah State Board of Rgts (insured by
FFELP), Indiana Transportation Finance Authority {insured by CIFG), Indiana Secondary Market Education loans (insured
by FFELP), lllinois Student Assist Comm (backed by student loan), and Kentucky Higher Education (insured by FFELP).
The interest rates on these securities at the date of the failed auction range from 2.2% to 18.0%, with a weighted average
rate of 6.0%.

As a result, we continue to hold these securities and the issuers are required pay interest on the securities at the
maximum contractual rates. We reduced our total ARS investments principally by investing in other short-term marketable
securities, as individual ARS reset periods came due. Unsuccessful auctions have caused us to hold these securities
beyond their scheduled auction reset dates, limiting the short-term liquidity of these investments. Such developments may
result in the classification of some or all of these securities as iong-term in our consolidated balance sheets in 2008 or
future periods. In addition, if the issuers are unable to successfully close future auctions and their credit ratings
deteriorate, we may, in the future, be required to adjust the carrying value of these investments which would result in a
charge to our consclidated statement of operations.

NEXTWAVE WIRELESS INC.

Schedule ll—Valuation and Qualifying Accounts

Net
Additions Additions

Balance at Acquired Charged Balance at

Beginning from Business (Credited) End of
(in thousands) of Period Combinations to Expense Deductions'” Period
Year Ended December 29, 2007:
Allowance for doubtful accounts ...................... 3 321 3 — 5 1,121 § 23) § 1,419
Reserve for contract 105ses..........ocoeeivivieceenn, $ 5280 % 13440 § 252 8 — 5 14220
Reserve for warranty costS.........vvivreinvenreinrores $ - § 178  § 1,107 % 447y § 838
Unfavorable lease liability .....oceovveeincinninn, b 988 § — 3 60 8§ (588) §$ 460
Year Ended December 30, 2006:
Allowance for doubtful accounts.............oco...... 3 91 8 — S 236§ 306y § 321
Reserve for contract 10SSes......oevvrviveceririnenenans $ — 3 — 8 528 % —  $ 528
Reserve for contract termination fee................. $ 7021 % —  § (702 s — 3 —
Unfavorable lease liability .........cccocoovvieieeenne. 3 1,037 $ 318§ 75 8 (442) § 988
Period from Inception (April 13, 2005) to

December 31, 2005:

Allowance for doubtful accounts .......cceeevnn.... $ - 3% 195 § 218§ 22) § 391
Reserve for contract termination fee.........o....... S — % - 5 7,121 ) — 8 7.121
Unfavorable lease liability .....coevvvecvevcvircennee $ 1,260 % — 5 67 § (290 S 1,037
(0 Deduction for allowance for doubtful accounts is for accounts receivable written-off. Deduction for the unfavorable

lease liahility represents amounts paid in cash. Deduction for reserve for warranty costs represent reserves for
warranty costs incurred and paid.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosures
Nane.

Item SA. Controls and Procedures

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

We maintain disclosure controls and procedures, as such term is defined in Rules 13a-15(e} and 15d-15(¢) under the
Securities Exchange Act of 1934, as amended (the "Exchange Act”), that are designed to provide reasonable assurance
that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the SEC rules and forms, and that such
information is accumulated and communicated to our management, including our principal executive officer and principal
financial officer, as appropriate, to allow timely decisions regarding required financial disclosures. Because of inherent
limitations, our disclosure controls and procedures, no matter how well designed and operated, can provide only
reasonable, and not absclute, assurance that the objectives of such disclosure controls and procedures are met.

As of the end of the pericd covered by this Annual Report, we conducted an evaluation, under the supervision and with
the participation of our management, including our principal executive officer and principal financial officer, of the
effectiveness of the design and operation of our disclosure controls and procedures pursuant to Exchange Act Rules 13a-
15(b) and 15d-15(b}. Based on this evaluation, our principal executive officer and principal financial officer concluded that
our disclosure controls and procedures were effective as of December 29, 2007. However, in connection with our financial
statement close process and our acquisition integration efforts, we identified several control deficiencies at a company we
acquired in 2007 whose operations are primarily foreign. Specifically, there were deficiencies in information technology
general controls and the availability of a sufficiently trained workforce in the accounting organization. Ernst & Young LLP,
in connection with their audit for the year ended December 29, 2007, also identified control deficiencies in the revenue
recognition and financial statement close processes at this same acquired company. These deficiencies could rise to the
level of one or more material weaknesses once the evaluation of these controls has been completed. We are in the
process of implementing a number of measures to remedy these deficiencies including the implementation of our
accounting and enterprise resource planning system., We believe the new controls and procedures will address the
deficiencies identified. The evaluation of these controls is expected to be completed subsequent to the date of this report
and will be included in our report on intemnal control over financial reporting for the year ending December 27, 2008. We
plan to continue to monitor the effectiveness of the acquired company’s controls, including the operating effectiveness of
the newly implemented measures and plan to take further action, as appropriate.

Management’'s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as
such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Our internal contral over financial reporting is a
process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of the
financial statements for external purposes in accordance with generally accepted accounting principles. Because of its
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of effectiveness to future periods are subject to the risk that internal controls may become inadequate
because of changes in conditions, or that the degree of compliance with policies and procedures may deteriorate.

Management’s assessment of and conclusion on the effectiveness of internal control over financial reporting did not
include the internal controls of the recent acquisitions of SDC Secure Digital Container AG, acquired in January 2007, GO
Networks, Inc., acquired in February 2007, IPWireless, Inc., acquired in May 2007, WiMax Telecom AG, acquired in July
2007, Digital World Services AG, acquired in September 2007, and Websky Argentina SA, acquired in October 2007,
which are included in the 2007 consolidated financial statements of NextWave Wireless Inc. and constituted $64.3 million
and $97.9 million of total assets and total liabilities, respectively, as of December 29, 2007 and $24.7 million and $94.1
million of total revenues and operating loss, respectively, for the fiscal year then ended. Management did not assess the
effectiveness of internal control over financial reporting at the entities listed above because NextWave Wireless inc. did
not have the ability to assess those controls due to the timing of the acguisitions.

Under the supervision and with the participation of our management, including our principal executive offlcer and principal
financial officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting based on
the framework set forth in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission. Based on our evaluation under the framework in Infernal Control — Integrated Framework,
our management concluded that our internal control over financial reporting was effective as of December 29, 2007.
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Ernst & Young LLP, the independent registered public accounting firm that audited the consclidated financial statements
“included in this Annual Report, has also audited the effectiveness of our internal control over financial reporting as of
'December 29, 2007, as stated in their report which is included herein.

Changes in Internal Control Over Financial Reporting

During the three months ended December 29, 2007, there have been no changes in our internal control over financial
reporting that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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Report of Ernst & Young LLP, Independent Registered Public Accounting Firm
The Board of Directors and Shareholders of NextWave Wireless Inc.

We have audited NextWave Wireless Inc.'s internal control over financial reporting as of December 29, 2007, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commission (the COSO criteria). NextWave Wireless Inc.’s management is responsible for maintaining
effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting included in the accompanying Management’'s Report on Internal Control Over Finangial Reporting. Our
responsibility is to express an opinion on the company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company's internal control over financial reporting includes those policies and
procedures that {1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance thal transactions are
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made cnly in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company's assets that could have a material effect on the
financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

As indicated in the accompanying Management's Report on Internal Control Over Financial Reporting, management's
assessment of and conclusion cn the effectiveness of internal control over financial reporting did not include the internal
controls of SDC Secure Digital Container AG, GO Networks, Inc., IPWireless, Inc., WiMax Telecom AG, Digital World
Services AG and Websky Argentina SA, which are included in the 2007 consolidated financial statements of NextWave
Wireless Inc. and constituted $64.3 million and $97.9 million of total assets and total liabilities, respectively, as of
December 29, 2007 and $24.7 million and $94.1 million of total revenues and operating loss, respectively, for the fiscal
year then ended. Our audit of internal control over financial reporting of NextWave Wireless Inc. also did not include an
evaluation of the internal control over financial reporting of the entities listed above.

In our opinion, NextWave Wireless Inc. maintained, in all material respects, effective internal control cver financial
reporting as of December 29, 2007, based on the COSO criteria.

We have alsoc audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets as of December 29, 2007 and December 30, 2006, and the related consolidated
statements of operations, equity and cash flows for the years then ended and for the pericd from April 13, 2005 (date of
inception) through December 31, 2005 of NextWave Wireless Inc. and our report dated March 11, 2008 expressed an
unqualified opinion thereon.

/st ERNST & YOUNG LLP

San Diego, California
March 11, 2008
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Item 9B. Other Information

The Company entered inte an amendment to the Purchase Agreement, dated as of March 10, 2008 (the “First
Amendment”), by and among NextWave Wireless LLC, NextWave Wireless Inc., certain guarantors set forth on the
signature pages thereto and certain holders set forth on the signature pages thereto, relating to the Company’s 7% Senior
Secured Noted due 2010 (the “Senior Notes"). Pursuant to the First Amendment, the Company obtained the ability to
withdraw up to the full amount of a cash reserve account established as collateral for the Senior Notes (375 million plus
interest) for use in funding its business plan. The Company will be entitled to withdraw such amount subject to the
payment of a consent fee equal to up to $10.5 million in the aggregate. The initial $3.5 millicn consent fee paid upon
effectiveness of the First Amendment entitles the Company to immediately withdraw $25 million from the cash reserve
account, a subsequent $3.5 million consent fee, if paid, would entitle the Company to withdraw an additional $25 million
and a final $3.5 milliecn consent fee, if paid, would entitle the Company to withdraw the remainder of the $75 million plus
interest. The First Amendment also permits the Company to incur an additional $25 million of indebtedness for the
purposes of funding a working capital line of credit subject to specified subordination terms, and an additional $100 million
of second lien indebtedness refated to working capital that remains subject to an intercreditor agreement with a party that
is reasonably satisfactory to the holders of a majority in aggregate principal amount of the Senior Notes and intercreditor
terms that are reasonably satisfactory to the holders of at least two-thirds in aggregate principal amount of the Senior
Notes. In addition, the First Amendment restricts the types of investments that can be held in the cash reserve account to
exclude auction rate or similar securities.

PART Ml
Item 10. Directors, Executive Officers and Corporate Governance

QOur Board of Directors has adopted a Code of Business Conduct and Ethics that applies to our directors, officers and
employees. A copy of our Code of Business Conduct and Ethics is available on our website at www.nextwave.com. We
will also provide a copy of our Code of Business Conduct and Ethics, without charge, to any stockhoider who so requests
in writing.

Except for the information regarding executive officers required by ltem 401 of Regulation 3-K, which is included in Part |
of this Annual Report under ltem 10, we incorporate the information required by this by reference to our definitive proxy
statement for our annual meeting of shareholders presently scheduled to be held in May 2008. We refer to this proxy
statement as the “2008 Proxy Statement”.

item 11. Executive Compensation

We incorporate the information required by this item by reference to the section entitled “Executive Compensation” in the
Proxy Statement. Nothing in this report shall be construed to incorporate by reference the Board Compensation
Committee Report on Executive Compensation or the Performance Graph, which are contained in the Proxy Statement,
but expressly not incorporated herein.

Item 12. Security Ownership of Certain Beneficial Owners and Management

We incorporate the information required by this item by reference to the section entitled “Security Ownership of Certain
Beneficial Owners and Management” and “Securities Authorized for Issuance under Equity Compensation Plans” in the
2008 Proxy Statement.

Iltem 13. Certain Relationships and Related Transactions, and Director independence

We incorporate the information required by this item by reference to the section entitled "Corporate Governance and
Related Matters - Certain Relationships and Related Transactions” in the Proxy Statement.

Item 14. Principal Accountant Fees and Services

We incorporate the information required by this item by reference to the section entitied “Audit Fees” in the 2008 Proxy
Statement.
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