2009 annual report

o ‘-'—:‘%J NextWave

WIRELESS

1 I NextWave 2009



To Our Shareholders,

During 2009, NextWav#&Virelesscontinued to take actions designed to stabilize operations and
preserve and enhance the valugassets. As a result of our global restructuring initiatives which
commenced in the second half of 2008, our continued operations have been focused on two key
segments: (1) Multimedia, consisting of the operations of our PacketVideo Corporation sybsidia
(2) Strategic Initiatives, focused on the management of our wireless spectrum interests. Combined with
an i mproving economy, our activities have brigh
PacketVideo business and the value of our wirelgsstsumportfolio.

While the continuing effects of the global recession had a dampening effect on booking new
contracts, we ended the year with several important milestones in our PacketVideo business that position
the company for growth in 2010 and bagoOur PacketVideo business finished the year with $60
million of revenues compared with $63 million of revenues for 2008uly 2009 the Company sold a
35%equitystake in PacketVideo to NTDOCOMOfor $45 million.NTT DOCOMOi s Japanos
premier provide of leadingedge mobile voice, data and multimedia servieedpo ne of t he wor
largest mobile communications operators. With improvements in the economy beginning to appear, we
have started to séavorable trend#é our PacketVideo business in 20h6luding improvecdcontract
bookings and revenues, the launch of a major new mobile paticershipwith AT&T, and the
establishment of several new commercial relationships for our Twonky$eodkrct,which allows
sharing of multimedia content acrossliie devices, computers and televisions.

During 2009, PacketVideo, a global partnetdp tierwireless operators, continued to grow and
expanditsindust# eadi ng mobil e multimedia platform and
achievements inctied:

e NTT DOCOMOannounced the milestone fbMobile device containing embedded
PacketVideo technologies was shipped to the Japanese domestic market.

e Sale of 35% equity stake in PacketVideo business to BOTOMO.

e NTT DOCOMO has indicated its intentido exercise its contractual option to purchase the
remaining 65% of PacketVideo equity at a current fair market value determined pursuant to
an appraisal process. This additional | eve
successful attainment &€y technology milestones.

e AT&T launche a newendto-endmobile music service using multimedia technology
solutiors designed and built biyacketVideo.

e PacketVideods PC and mobile music clients
Netcom, Omnitel, Bgers, Telia Denmark & TeliaSonera,

e Microsoft announced PacketVideobs support
include multiple mobile device platforms.

¢ TwonkyServed success in the home entertainment market continued in 2009 with several
amounced partnerships with consumer device manufacturers including: Buffalo, Panasonic,
Phillips, TEAC and Yamaha. These partnerships helped enable PacketVideo to ship in more
than two million connected devices in 2009.
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e TwonkyServer solution receidecertification of compatibility with Microsoft Windows 7.

e Expansion othe Twonky family of solutions with the debut of TwonkyBeam, whiehables
consumerso stream media directly from their internet browsecdaasumer connected
devices around their horse

e TwonkyServer Mobile for the Android platformon the Best Mobile Applicatioraward
during its commercial launddt the Consumer Electronics Show.

PacketVideo madmeasurabl@rogress irestablishing itéechnology with global wireless
operators and consumelectronic product manufacturers who are jointly addressing@oannected
Homeo mar ket , which addresses the imaediaer oper abi
equipmenby a wireless device.

During the past 12 months, we completed severasai@ions designed to improve our financial
condition, including the recently announced-ge@r extension of the maturities of our First Lien and
Second Lien Note€arlier in te year, the Company was able to further reduce its outstanding
indebtedness thugh the use of net proceeds from the sale of the PacketVideo equity stake to NTT
DOCOMOto retire a portion of the First Lien Notes. To address liquidity requirements, the Company
has taken several measures over the past year. In May 2009, the Coompawwved) $15 million of
additional Second Lien Notes to fund operations. In connection with the 2010 extension of its debt
maturities, the Company also secured commitments from certain existing noteholders to provide up to
$25 million in new financing thragh the issuance of additional First Lien Notes. In addition, the
Company secured the ability to retain for its working capital needs, up to $37.5 million from proceeds of
future asset sales, after the redemption of approximately 30% of the First LieraNdtd® repayment
of any borrowings under the new $25 million credit facility.

During 2009, the Company continued to take steps to enhance the value of its wireless spectrum
assets. The Company and other industry participants continued to work wittdralF
Communications Commission to facilitate the adoption of new technical rules designed to allow the
provision of mobile services over the Companyo6s
Company and members of a Wireless Communicationsc@gjWCS ) industry group conducted a test
demonstration that validated the usage characteristics of the new technical rules for mobile services.
Using funds made available undersecured notéacilities, the Company has been working with
various vends and service providers to deploy wireless services over its 2.3 GHz and 2.5 GHz
spectrum assets. The Company believes that continuing global developments regarding the use of 2.3
GHz and 2.5 GHz frequencies for broadband wireless communications withgerib enhance the
value prospects for thHeompany spectrum holdings. China, India and Europe have announced
auctions in 2010 of 2.3 GHz alod 2.5 GHz spectrum for 4G broadband wireless services. The global
ecosystem to provide 4G equipment for the@Hz and 2.5 GHz bands continues to mature, with
significant developments around JIO0°E technologies. Equipment manufacturers recently completed
the demonstration of the firstemolend TDL TE dat a call for China Mobi |
larges voice and multimedia network.

Over the past year, we continued to take strong actions to reduce costs and stabilize operations
through additional divestitures amdnd-downof negative cash flowperations. In the first quarter of
2009, we discontinuedperationof our semiconductor development business and terminated 193
employees, which was followed by the liquidation of semiconductor business intellectual property. We
also took actions to divest and discontinue operations of our European subdidiatigh the sale of a
majority interest in our German spectrum operations andisicentinuancef our Austrian and
Croatian spectrum operations. We have also taken similar actions with respect to our Latin American
operations. These activities have tedhe further reduction of operating costs and liabilities.
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As a result of the actions taken over the past year, we have been able to see PacketVideo address
new and exciting growth markets, whdethe same time wind dovwaur discontinued operationdrive
an overdlreduction in operating costs and secadeélitional financial resources. During this time, we
have continued to focus on maintaining our leadership position in the ggmlvedded multimedia
business and preserving the value of our specagsats. As economic conditions improve, we are
encouraged by the prospects for our PacketVideo business and our spectrum assets to improve
shareholder value.

We appreciate your support.
Ome —

James Brailean
Chief Executive Officer
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K

R ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended January 2, 2010

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the transition period from to
Commission File Number 00651958
NextWave Wireless Inc.
(Exact name of registrant as specified in its charter)
Delaware 20-5361630
(State or other jurisdiction of (I.R.S. Empoyer
Incorporation or organization) Identification No.)

10350 Science Center Drive, Suite 210 San Diego, California 92121
(Address of principal executive offices and ZIP code)
Registrantds telephone numb-8100 including area

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, par value $0.001 per share NASDAQ

Securities registered pursuant to Section 12(g) of the Addone
Indicate bycheck mark if the registrant is a wéthown seasoned issuer, as defined in Rule 405 of the Securities Act.
Yesll No R

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Securities
Exchamge Act of 1934.Yes [ No R

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter perical Regiskrant was required
to file such reports), and (2) has been subject to such filing requirements for the past 9eday® No [J

Indicate by checkmark if disclosure of delinquent filers pursuant to Item 405 of Reguldfias 1t contained drein, and

wi || not be contained, to the best of the Registrabgtds Kk
reference in Part Ill of this Form 40 or any amendment to this Form-KO [

Indicate by check mark whether the isttant is a large accelerated filer, an accelerated filer, or @cwelerated filer. See
definition of HfAaccel erated f i2lothe Ex@hangeAcar ge accel erated f

Large Accelerated Filerr  Accelerated Filerl  Non-Accelerded Filer(] Smaller Reporting Comparfy

Indicate by check mark whether the registrant is a shell company (as defined in RalefiiBk Exchange Act).Yes
[l No R
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The aggregate market value of the voting andvamting common equity held by neaffiliates computed by reference to the
price at which the common equity was | ast sold as of the
fiscal quarter was $29,047,147.

Indicate by check mark whether the registrant has ledocuments and reports required to be filed by Section 12, 13 or
15(d) of the Securities Exchange Act of 1934 subsequent to the distribution of the securities under a plan confirmed by a
court. Yes R NolJ
As of March 26, 2010, there were outstanding 157,142,624 shares of common stock of the Registrant.

DOCUMENTS INCORPORATED BY REFERENCE

None.

7 | NextWave 2009



FORM 10-K

NEXTWAVE WIRELESS INC.

Table of Contents

Page
PART | o
DEFINITIONS
DISCLOSURE REGARDING FORWARD LOOKING STATEMENTS
ltem 1 BUSINESS 5
ltem 1A RISK FACTORS 20
ltem 1B UNRESOLVED STAFF COMMENTS 28
ltem 2 PROPERTIES 08
Item 3 LEGAL PROCEEDINGS g
ltem 4 (REMOVED AND RESERVED) 29
PART Il
Item 5 MARKET FOR REGI STRANT6S COMMON EQUITY, REANBTED
ISSUER PURCHASES OF EQUITY SECURITIES 30
ltem 6 SELECTED FINANCIAL DATA 32
ltem 7 MANAGEMENT®6S DI SCUSSI ON AND ANALYSIS OF FIl MANC
OPERATIONS -
ltem 8 FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 55
ltem 9 CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE 97
ltem 9A CONTROLS AND PROCEDURES 97
ltem 9B OTHER INFORMATION 97
PART llI
ltem 10 DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 97
ltem 11 EXECUTIVE COMPENSATION
102

Item 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

10¢€
ltem 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTORIDEPENDENCE

10¢€
Item 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

11C
PART IV
ltem 15 EXHIBITS

111
SIGNATURES

114

8 | NextWave 2009



DISCLOSURE REGARDING FORWARD -LOOKING STATEMENTS

This Annual Reporton Form1R ( A Annu all Reporto) and other reports,
the Securities and Exchange ilCantam dislesuresrthat(arte forvdabk$ CO) cont a
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 octediefaing various future events, may
contain words such as fimay, o fiwill, 0 fiexpects, o0 fAanticip
similar meaning in connection with any discussion of the timing and value of future wdiuitsre 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 actualaifarlt
materially from historical results or those anticipated. These risks include, but are not limited to:

e we have substantial debt maturities in 2011 and our cash reserves and cash generated from operations
sufficient to meet these payment obligations;

e the value of our equity securities is dependent on our ability to successfully tetaleld by consummating sales
substantial portion of our wireless spectrum assets for net proceeds substantially in excess of our cost ba
assets or, if the opportunity arises, refinancing a portion of our debt at or before maturity;

e we are highly leveraged and our operating flexibility will be significantly reduced by our debt covenants;

e the terms of our 7% Senior Secur ed -SubdrdnatedGeceredSéc
Lien Notes dued 2Dildn (NdbteediB)lecoeaquire us to cert
budget and any failure to comply with these terms will have adverse economic consequences;

e we face significant buileut obligations in July 2010 relating to certain of &nited States wireless spectrum, ¢
build out obligations will require significant capital expenditures and any failure to meet these build out ok
could result in the forfeiture of a substantial portion of our wireless spectrum portfolio;

e our restructuring and cost reduction activities have exposed and may continue to expose us to contingen
accounting charges, and other risks;

e the failure of our Multimedia segment to sustain and grow its business in the curreabgihglleconomic clima
may adversely impact our ability to comply with our operating budget and will have an adverse effect on our

e our common stock will be delisted from the NASDAQ Global Market if we do not meet the exception
by the NASDAQ Hearing Panel requiring us to file a proxy statement for our annual meeting of stocl
that includes a stockholder vote on a reverse stock split by May 1, 2010 and to regain compliance
minimum $1.00 per share bid price rule by July 2010;

e changes in government regulations or continued adverse global economic conditions could affect the va
wireless spectrum assets; and

e wWe are subject to the other ri sks descri bed nedno
incorporated into this Annual Report.

There may also 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 oeliang®f our forward
looking statements. These forwdambking 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 risks and uncestéimties aris
time to time, and it is impossible for us to predict those events or how they may affect us. Except as required by \&w, we ha
no duty to, and do not intend to publicly update or revise any forlealdng statements, whether as a result of new
information, future events or otherwise.
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PART I.
Item 1. Business.

In this Annual Reporton Form 1K ( A Annu al Reporto), the words fAiNext W
fours, o0 and fAuso refer to Next Waetified héfein, ® lowe sulssididriesc Our figcald , e x
year ended on January 2, 2010.

NextWave Wireless Inc. is a holding company for mobile multimedia businesses and a significant wireless
spectrum portfolio. As a result of our global restructuring initiatigscribed below, our continued operations have been
focused on two key segments: Multimedia, consisting of the operations of our subsidiary PacketVideo Corporation
(APacketVideodo or APVO) and Strategi c Ispedtrunirderests.es, f ocus

PV develops, produces, and markets advanced mobile multimedia and consumer electronic connectivity product
solutions including embedded software for mobile handsets, -dexer platforms for mobile media applications such as
mustc and video and software for sharing media in the con
largest mobile handset and wireless service providers in the world including Cisco, Linksys, Motorola, Nokia, NTT
DOCOMO, Inc.( i DOCOMO o015 WireRss,gGrange, Panasonic, Samsung, Sharp, Sony Ericsson, TeliaSonera, and
Verizon Wireless. As wireless service providers continue to upgrade their data services and introduce new platforms such as
AndroiachdEi PhoneE we bapplicatornsesuch ds déive Tunviden-demmesdl and mobile music
will remain key driving forces behind global adoption of ng&heration wireless technologies and -esdr devices. In
addition, we believe that consumer electronics and wireless handsetsaeeging around the concept of a connected home
in which media can be shared and enjoyed by consumers on multiple screens, including the television, the PC and the mobile
handset. As a result, many telecommunications operators seek to develop conwes aeross their wireline and wireless
businesses. Our business is focused on developing the technologies and products that enable both operators and devic
manufacturers to deliver these types of advanced mobile multimedia services to customers2009uly subsidiary of
DOCOMO purchased a 35% interest in our PacketVideo subsitiarguant to the definitive agreements, DOCOMO was
granted certain rights in the event of future transfers of PacketVideo stock or assets, preemptive rights in theegtzént o
issuances of PacketVideo stock, and a call option exercisable under certain conditions to purchase the remaining shares of
PacketVideo at an appraised value. In addition, DOCOMO will have certain governance and consent rights applicable to the
operations of PacketVideo. DOCOMO has expressed its intent to exercise its call option and the parties are currently in
discussions concerning the valuation for our remaining PacketVideo siX@€&30OMO will have an opportunity to
determine whether it wishds proceed with its exercise of the call option following the determination of a valuation for our
shares.A t this ti me, there can be no assurance as to the v
decision to exercise its call option.

Our total spectrum holdings consist of approximately ten billion mega Hertzjodipts e sence ( AiMHz P!
covering approximately 215.9 million POPs, of which 106.9 million POPs are covered by 20 MHz or more of spectrum, and
an additional 90.6 millio®?OPs are covered by at least 10 MHz of spectrum. In addition, a number of markets, including
much of the New York City metropolitan region, are covered by 30 MHz or more of spectrum. Our domestic spectrum
resides in the 2.3 GHz WCS, 2.5 GHz BRS/ EBS, a2l GHz AWS bands and offers propagation and other
characteristics suitable to support higgpacity, mobile broadband services. We have engaged Moelis & Company to market
our United States wireless spectrum holdings, and Canaccord Adams to markahadia@ wireless spectrum holdings. We
will seek to sell our wireless spectrum holdings over time to repay our significant secured indebtedness, the aggregate
principal amount of which was $833.1 million as of January 2, 2010. As part of these effonig,cdurfiscal years 2009 and
2008 we sold a portion of our AWS spectrum in the United States for net proceeds, after deducting direct and incremental
selling costs, of $26.4 million and $145.5 million, and recognized gains on these sales totalingli®®. 2mail$70.3
million, respectively. In 2010, we have capital expenditure needs associated with certagubaildubstantial service
requirements. These requirements apply to our licensed wireless spectrum, which generally must be satisfiedi@s a condi
of license renewal. The renewal deadline and the substantial servicetuiddadline for our domestic WCS spectrum is
July 21, 2010. The substantial service deadline for EBS/BRS spectrum is May 1, 2011; however, most of our EBS leases
requireust¢ ompl et e most build out activities in 2010, in adva
substantial service deadlin@ur ability to implement our spectrum sale strategy and to satisfy-bwilcequirements
relating to our domestic wiress spectrum is subject to significant risks, as described in this Annual Report under the heading
ARi sk Factors. o

In 2008, we announced the commencement of our global restructuring initiative and initiated significant
financing and restructuring actiigs, which are described below:

o Intotal, we have terminated 620 employees worldwide and vacated seven leased facilities.
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e In October 2008, we issued Second Lien Notes in the aggregate principal amount of $105.3 million and 1
Subordinda ed Secured Convertible Notes due 2011 (the
$478.3 million in exchange for all of the outstanding shares of our Series A Preferred Stock. We received ne
of $87.5 million from the issuance tife Second Lien Notes and did not receive any cash proceeds from the |
of the Third Lien Notes.

e In the fourth quarter of 2009, the Board of Directors of WiIMAX Telecom GmbH, the holding compe
Next Waveds discontinued Wi MAX Telecom business i
in accordance with local law to perntiite orderly winddown of such entity. The court in Austria has entered an
appointing an administrator to manage the insolvency of WiMAX Telecom GmbH. As a result of the appoin
the administrator, NextWave no longer controls WiMAX Telecom GrabHl its subsidiaries and will not receive
proceeds from the assets of the WiIMAX entities.

e We sold a controlling interest in our IPWireless subsidiary in December 2008 and sold the remaining nonc
interest in November 2009.

e We shut down the operations of our other network infrastructure businesses, which comprise our NNetymoek:
including the operations of our GO Networks and Cygnus subsidiaries and our Global Services and
Network Support strategic business units.

e We initiated bankruptcy liquidation proceedings for three of our network infrastructuridiats in Israel, Denma
and Canada, which proceedings are intended to provide an orderly process for the discontinuance of opera
advance our divestiture and cost reduction strategy.

e In the first quarter of 2009, we shut down our semductor business, terminated 230 employees and, subsec
in the third quarter of 2009, we sold certain of our owned semiconductor business patents and patent applit
third party.

e InJuly 2009, we issued additional Second Lien Natahe aggregate principal amount of $15 million, providin
with net proceeds of $13.5 million after original issue discount and payment of transaction related expenses.

e We have downsized our corporate overhead functions to match the antigipdtetion in overall global supp
requirements, including our information technology, legal, finance, human resources and corporate bra
marketing functions.

e We have integrated certain corporate administration functions into our PacketUphkrations in San Dieg
California.

¢ We have continued to pursue wireless spectrum license sales, the net proceeds of which will be used to
outstanding indebtedness thereby reducing the interest costs payable in future years.

e We are actively pursuing the sale or widdwn of various remaining portions of our WiMax Telecom busines
spectrum operations in South America.

e In the fourth quarter of 2009, we sold the majority of the assets and liabilities of our Inquam Rcb#&itbat
(Al HGoO) subsidiary and entered into an earn out
occurrence of specified liquidity events, which include the sale, lease or contribution of assets to certain thi
or distribution of profits or sale of equity in IHGWe will continue to receive earn out payments until exhausti
all specified liquidity events.

Several factors led to our decision to implement our global restructuring initiative in 2008, including adverse
worldwide economic conditions, which we believe adversely affected manufacturers of telecommunications equipment and
technology and caused our discontinued Networks segment to experience lower than projected contract bookings and
revenues. We believe theesonditions have also led to a delay in global WiMAX network deployments, which adversely
impacted the timing and volume of projected commercial sales of WiMAX products of our discontinued semiconductor
business.
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Effective as of March 16, 201&ieene r ed i nt o an Amendment and Limited \
Waivero) to the agreements governing our PSsuanitothe Notes, S
Amendment and Waiver, the maturity date of our Senior Notes was extended frakid, J2OA0 to July 17, 2011, with an
additional extension to October 17, 2011 if certain conditions are met, including the pendency of asset sales thatdwould yiel
net proceeds sufficient to repay all themtstanding Senior Notesn addition, the maturnjtdate of our Second Lien Notes
was extended from December 31, 2010 to November 30, 284 &.result of the Amendment and Waiver, the interest
payable on our Senior Notes and Second Lien Notes was increased to a rate of 15% per annum and theabterest pay
our Third Lien Notes was increased to a rate of 12% per annum initially, increasing 1% per annum on each of December 31,
2010, March 30, 2011, June 30, 2011 and September 30, 2011 to a maximum &fi&%iving effect to the Amendment
and Waive, all Notes will receive only paymein-kind interest for the full term of such Notes, unless we elect to pay cash
interest, and the redemption premium on the Notes was eliminbtedldition, under the Amendment and Waiver, we will
be entitled to incuadditional indebtedness under the Senior Notes up to an aggregate principal amount of $25.0 million (and
any increases due to the payment in kind of interest therddw) Amendment and Waiver reduced the requirement to
maintain a minimum cash balancerh $5 million to $1 million and, after payment in full of certain designated Senior Notes
with an aggregate principal amount of $51.6 million at January 2, 2010, permits us to retain up to $37.5 million for general
working capital purposes and permittedéstments, subject to reduction in the amount of angnoeeeds from the issuance
of additional Senior Notes pursuant to the basket described above. As consideration for the Amendment and Waiver, we paid
an amendment fee to eaoblder of our Senior Nes, Second Lien Notes, and Third Lien Nofeg ach, a fiHol der 0
the issuance of additional notes under the applicable note agreements in an amount equal to 2.5% of the outstanding principal
and accrued and unpaid iNotteserest on such Hol derds existin

I n connection with the Amendment and Waiver, we ent e
Lettero) with Avenue Capital Management [ L. P., acting
Solus Core Opportuties Master Fund Ltd and its affiliates and-iowestors, to provide up to $25 million in additional
financing through the purchase of addi ThHeterma bfth&@ommionent Not e
Letter provide thatve will be antitled to borrow up to $25 million in one or more borrowings after March 16, 2010 but prior
to July 31, 2010, upon 10 business days notice and subject to the execution of definitive documentation substantially in the
form of the definitive agreements gameng our existing indebtednesSuch agreements will require us to make customary
representatives and warranties as a condition to each borrowing. As with the other Senior Notes, amounts outstanding under
the Senior Incremental Notes will bear interdsa aate of 15% per annum, payable in kind unless we elect to pay cash, and
will be secured by a first lien on the same assets securing our Senior Notepadrpassu basis. No commitment fee or
structuring fee is payable in connection with the Catmmant Letter.

Our current cash reserves and cash generated from operations will not be sufficient to meet the payment
obligations on our Senior Notes, Second Lien Notes and Third Lien Notes upon their respective maturity dates in 2011. We
must consummatsales of our wireless spectrum assets yielding proceeds that are sufficient to retire this indelitedness.
are unable to pay or refinance our debt at maturity, the holders of our notes could proceed against the assets pledged to sec
these obligabns, which include our spectrum assets and the capital stock of our material subsidiaries, which would impair
our ability to continue as a going concern and could require us to file for bankruptcy protection in the U.S.

We believe that the completion ofir asset divestiture and cost reduction actions, our current cash and cash
equivalents, projected revenues and cash flows from our Multimedia segment, our ability to pay {i@yneninterest in
lieu of cash interest to the holders of our securedshater third party arrangements with respect to our domestic WCS
spectrum builebut requirements, and access to $25.0 million of additional incremental Senior Notes will allow us to meet
our estimated operational cash requirements at least through Makth 2Bould we be unable to achieve the revenues
and/or cash flows through March 2011 as contemplated in our current operating plan, or if we were to incur significant
unanticipated expenditures in excess of our available asset sale and incremental &@esiprd¢eeds, including in respect
of our performance ahe WCS buildout, or we are unable to draw funds under the Commitment Letter, we will seek to
identify additional capital resources including the use of our remaining $10.0 million of incremestadS_ien Notes debt
basket and will implement certain additional actions to reduce our working capital requirements including staff reductions.

Multimedia Segment

PacketVideo was founded in 1998 and supplies multimedia software and services td manyloe wor | d 6 s
net work operators and wireless handset manufacturers. Th
and video services on mobile handsets, generally under their own brands. To date, over 350 million Pagl@igiéeo
handsets have been shipped worl dwi de. Packet Video has b
Orange, DOCOMO, Rogers Wireless, TeliaSonera, TELUS Mobility, and Verizon Wireless to design and implement the
embedded multimedisosf t war e capabilities contained in their handse
all network technologies including CDMA, GSM, WIiMAX, LTE and WCDMA.
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As mobile platforms evolve, PacketVideo continues to provide one of the leaditimedli& solutions.
PacketVideo is one of the original founding members of t
OpenCORE platform provides multimedia software capabilit
supporting the efforts of the OHA, PacketVideo is well positioned to market its full suite of enhanced software applications
to network operators who support Android handsets on their networks.

In addition, since 2006 PacketVideo has offered softwardymts for use on PCs, consumer electronics and other
devices in the home. We believe that media consumption in the home and media consumption on mobile handsets is
converging. PacketVideods TwonkyMedi a Racketddeahas investecinthes de
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 standardizedigiyathieiving Network
Alliance. The TwonkyMedia suite of products provide for content search, discovery, organization and content
delivery/sharing among consumer electronics products connected to an Internet Pragedahetwork. This powerful
platformis designed to provide an enhanced user experience by intelligently responding to user preferences based on content
type and content storage | ocation. I n addition, Packet Vi
already in use by manyireless carriers globally, represent a key enabler of digital media convergence by preventing the
unauthorized access or duplication of multimedia content used or shared by Packet#bksal devices. Additionally,

PacketVideo is one of the largest sugd of Microsoft DRM technologies for the wireless market today.

Al t hough we believe that PacketVideobs products are
business largely depends upon volume based sales of devices into thie Tirerlkesonomic downturn in the global markets
has affected consumer spending habits. PacketVideobs cus

and consumer electronics device manufacturers, are not immune to such uncertain ardratketonditions.

PacketVideo relies on these partners as distribution avenues for its developed products. Additionally, competitive pressures
may cause further price wars in an effort to win or sustain business which will have an effect on oveiral anarg

projections. If economic conditions continue to deteriorate, this may result in lower than expected sales volumesresulting
lower revenue, gross margins, and operating income. In July 2009, a subsidiary of DOCOMO purchased a 35%
noncontrollinginterest in our PacketVideo subsidiary. Pursuant to the definitive agreements, DOCOMO was granted certain
rights in the event of future transfers of PacketVideo stock or assets, preemptive rights in the event of certain issuances o
PacketVideo stock, aralcall option exercisable under certain conditions to purchase the remaining shares of PacketVideo at
an appraised value. In addition, DOCOMO will have certain governance and consent rights applicable to the operations of
PacketVideo. DOCOMO has expresssdntent to exercise its call option and the parties are currently in discussions
concerning the valuation for our remaining PacketVideo shab&@COMO will have an opportunity to determine whether it
wishes to proceed with its exercise of the callapfollowing the determination of a valuation for our shamsthis time,
there can be no assurance as to the valuation that wil!/
option.

Competitive Strengths

Well established indstry position We believe that our PacketVideo subsidiary is a leading independent supplier

of multimedia software in the mobile industry, with ten
worl dés | ar gest h aasButeut HTG MotardlagNokiay Raeasosic, Samsuhg, Sharp, and Sony
Ericsson, as well as some of the worl dds | argest network

TeliaSonera, TELUS Mobility, and Verizon Wireless. PV has also becdeslng provider of software for next generation
connected home consumer electronics products to companies such as Buffalo, Cisco Linksys, Denoti dtéatdit

Panasonic, Philips, Siemens, Yamaha and Western Digital. In 2008, PV became a foundingaohtral@HA led by

Googl e, and supplies its OpenCORE multimedia sofAsthear e f o
shift to converged services occurs where multimedia services are accessible via the television, PC and mobieehandset,
believe that PacketVideo is in a unigque position to support this evolution.

A unique and flexible portfolio of multimedia products and technologi®ée expect mobile TV to continue to
grow on a global basis. There is a trend emerging among thosangatielevision programs to now search out the same
content over the Internet. Content providers have begun experimenting with content portals that provide popular
programming with the same shows that are available on television. According to JunipeciRékeaylobal base for mobile
broadcast TV services is likely to exceed $330 million by the end of 2013. Unlike the PC software environment, there are no
dominant mobile device operating systems and, in fact, over two dozen such operating systenmendgeicuse by mobile
handset manufacturers worldwide. PacketVideo works with virtually all of the most popular mobile device operating systems
in use today. By maintaining this flexible apeadbarmic h, we
software willbewelposi ti oned to enjoy continued wide scale indust:
elements needed to deliver mobile multimedia services puts PV in a unique position to capitalize on this growth.
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A highly accomplished team of wireless technology professiorRéxketVideo is led by a team of highly
accomplishedwireless industry veterans with broad experience in the development of wireless communications technologies
and solutions. Dr. James Brailean, €ftitxecutive Officer of PacketVideo, founded PacketVideo and has built it into an
industry leader over the past ten years.

Competition

We continue to experience intense competition for our multimedia products and services. Our competitors range
in size from Fortune 500 companies to small, specialized sjprglduct businesses. At present, the primary competitors for
our multimedia software products are the large OEM handset manufacturers such as Nokia, Samsung, LG, Sony Ericsson,
Motorola, Apple, RIM HTC, Palm and others. Many of these companies now offer their own internally developed
multimedia services (e.g., Nokia Ovi, SonyEricsson PlayNow) that come bundled with various handset products. While these
groups compete against us in the overall ntaidewireless multimedia, these companies also represent the primary
distribution channel for delivering PacketVideo products
these manufacturers to i nst asoftwareaustomizes folosacl mabile opematesrinon of P
handsets that they purchase. In addition to the handset manufacturers, a number of companies compete with PacketVideo at
various product levels, including Adobe, Apple, Microsoft, MobiTV, QuickPlay, Realdt&s and Rovi, offering software
products and services that directly or indirectly compete with PacketVideo.

For the connected home set of product solutions, our primary competitors again include internal software design
teams at large electronics coamies like Apple, Cisco, Huawei, LG, Microsoft, Panasonic, Samsung and Sony.

The PV Strategy

The PV strategy is to deliver technologically advanced mobile multimedia and products and technologies to
mobile subscriber terminal manufacturers, mobilevoek operators, and consumer electronics product companies, using a
two-pronged approach:

. Deliverrichme di a services on Packet Vi deobds Cdemreitioand
platforms. Bui | di ng on its success in developing sol
platform and Symbian, PacketVideo will continue &iver solutions for new platforms such as Android anc
iPhone, demonstrating its ability to rapidly develop and deliver thegenération rickmedia solutions require
by the industry.

. Deliver connected home sol ut i diaptatfobmaPacketVideawill EBoatmke
to partner with home routing systems, digital media renderers, network attached storage providers and
evolving and new connected consumer electronics devices to deliver digital home connectivity solutions
Digital Living Network Alliance (ADLNAO) <certi
seamless sharing of audio, video and photo content. As wireline and wireless premium services continu
converge, PacketVideo will continuedevelop multiscreen services for service providers intent on capitali
on rich media services.

. Grow and extend the Multimedia busines#/e believe that the number of multimedia enabled smartphone
percentage of global handsets shipped aiyuéll rise significantly over the next several years. We will see
mai ntain PacketVideobés strong position in this
multimedia software business and by leveraging its new multimedia cemeergroducts and technologies. /
present, the primary competitors for PacketVid
manufacturers who increasingly seek to incorporate their own multimedia applications and services into
devices theyall to network operators. Furthermore, we believe that the deployment of mobile broadbanc
networks will spawn the development of new categories of software applications that capitalize on the d
mobility features inherent in mobile broadband sys¢e. Whi | e t he competiti on
multimedia design teams and other independent multimedia software may increase in the next few year
believe that PacketVideo will be able to leverage its MediaFusion platform and its family of TwadikyMe
products to fortify its position in the mobile multimedia and converged media software business.
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PV Products and Technologies

PacketVideo is a global provider of mul ti media sof
mobile phone oother mobile device into a featurieh multimedia device that allows people to stream, download, and play
video and musi c, receive live TV, or engage in two way

leadership have led to breakthréwsgin content encoding, content delivery systems, and advanced multienediad
handset development around the world.

For mobile device manufacturers, shorter product cycles and increasing demand for advanced technologies are
driving collaboration wih third party solution providers, such as PacketVideo, to aid their product development. We believe
that PacketVideobs technical capabilities and depth of Kk
worl dés | ar ge st amdl eeiwiork @eperabasrtauhel@mtieem guickly develop and introduce new multimedia
enabled handsets and multimedia ser vi cembedded sdfthhaee sohtiank e t .
is based on a modular architecture to enable rapiccig r at i on wi th the industryds | eadi
systems.

CORE Multimedia Framework Packet Vi deobés CORE software product |
in millions of mobile phone handsets worldwide. The PacketVideo muliamiedmework 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,-AEC, HE-AAC V2, AVC/H.264, MPEG4, Real Aidio,

Real Video, MP3, MP3 PRO, AMR and WBMVIR.

OpenCORE Opersourced Multimedia Suksystem PacketVideo is a founding member of Bpen Handset
Al liancekE, an initiative | ed by Google to create a new
sourced part of its code, allowing handset makers and Android developers to create basic audio and video applications.
Shouldnetwork operators, who adopt Android handsets wish to create more sophisticated multimedia services, PacketVideo
is well positioned to provide these solutions.

TwonkyMedia TwonkyMedia is a family of customizable software products that-detect and hk popular
devices through the home, allowing emgkers to share and enjoy various forms of mefilétimedia content on the devices
of their choice. The TwonkyMedia server is certified by the DLNA, a consortium of more than 300 consumer electronics and
technology companies. The software is interoperable with hundreds of other IDaMpatible home electronic and mobile

devices as well as selectromo mpat i bl e devices including Microsoftds Xbo:
PacketVideo Mobile TV Sations. PacketVideods mobile TV solutions e

include live streaming TV, VOD, higherformance multimedia codecs, pictimepicture, personal video recorder, fast

channel changi ng, and s u pdparty ¢lectfomicrserica guklest Vi deods own or t

PacketVideo DRM SolutionsA 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, andiPTi@Rddition,
PacketVideo 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 ServerClient Solution MediaFusion is a platform that unites disparate mediaces on the back
end and presents a unified user interface on the desvi ce,
by managing and serving data about media content, rather than the media payload, and enabling a pemagsialized
entertainment experience for users based on their demonstrated preferences.

PV Sales and Marketing

PacketVideo has ongoing marketing efforts that focus on the wireless industry and partners specific to
Packet Videobds busi nentinae te highlghe sich .medih edbadded software development for both

handset manufacturers and network service providers. PV®O
Asia. We focus on global partner tradeshow events, like theaanviobile World Congress events and developer
conferences, continually update our products and solutio

commercialized projects through appropriate press and news outlets.

As certain meiims are becoming more popular and useful in disseminating important company and product
information, PacketVideo has evolved its strategy. We have begun actively educating developers and partners through
dedicated online WebPages, directed targeted \pdesentations to educate our partners and the general interested audience,
created applicable blogs and advanced our participation in consumer related articles on new initiatives like OpenCORE. With
the evolution of converged services, which address rgttba mobile handset screen but also the PC desktop screen and the
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set top box television screen, we seek to promote our home connectivity products, such as TwonkyMedia manager, to
become the leading standard in home software connectivity. There isradsu business set of marketing activities as well

as business to consumer promotions, the |l atter of which
website, www.twonkymedia.com, is a rich interactive consumer targeted website ¢hatiedfepth information and guides
to PVés | atest evolution of the TwonkyMedia suite of pro

Strategic Initiatives Segment

Our strategic initiatives business segment is engaged in the management of our global wireless spectrum
holdings. Our totadomestic spectrum holdings consist of approximately ten billion MHz POPs covering approximately
215.9 million total POPs, with 106.9 million POPs covered by 20 MHz or more of spectrum, and an additional 90.6 million
POPs covered by at least 10 MHz of g¢p&m. In addition, a number of markets, including much of the New York City
metropolitan region, are covered by 30 MHz or more of spectrum. Our domestic spectrum resides in the 2.3 GHz Wireless
Communication Services (AWCSO0¢ , ( ®2BRBS GHzE dBurcoaat di boannadl  RBar doi aod
and 1.7/2.1 GHz Advanced Wireless Service (AAWS0) AWS ba
to support higkcapacity, mobile broadband services.

Our international spectrum holdisignclude nationwide 3.5 GHz licenses in Slovakia and Switzerland; a
nationwide 2.0 GHz license in Norway; 2.3 GHz licenses in Canada; and 2.5 GHz licenses in Argentina and Chile, covering
145 million POPs.

We continue to pursue the sale of our wirelgssctrum holdings and any sale or transfer of the ownership of our
wireless spectrum holdings is subject to regulatory approval. We expect that we will be required to successfully monetize
most of our wireless spectrum assets in order to retire our debt.

During 2009, we completed the sale of certain of our owned AWS spectrum licenses in the United States to third
parties for net proceeds, after deducting direct and incremental selling costs, of $26.4 million, and recognized nehgains on
sales of $2.Million. The net proceeds from the sales received after July 15, 2009 were used to redeem a portion of the
Senior Notes at a redemption price of 102% of the principal amount thereof, plus accrued interest and net proceeds received
prior to July 16, 2009 we used to redeem a portion of the Senior Notes at a redemption price of 105% of the principal
amount thereof plus accrued interest.

To date, we have realized a positive return on the sale of the majority of our domestic AWS spectrum licenses.
However, here can be no assurance that we will realize a similar return upon the sale of our remaining wireless spectrum
holdings. The sale price of our wireless spectrum assets will be impacted by, among other things:

. the FCCb6s final resolution of ongoing proceedi
services to our WCS spectrum licenses;

o the timing and associated costs of build out or substantial service requirements attached testic doch
international spectrum licenses, where a failure to comply with these requirements could result in licens
forfeiture;

. the timing of closure of potential sales, particular if it is necessary to accelerate the planned sale of certi

spectrum licenses in order to meet debt payment obligations;

. worldwide economic conditions which we believe have adversely affected manufacturers of telecommut
equipment and technology and led to a delay in global WiMAX network deploynaemts;

. the availability of capital for prospective spectrum buyers which has been negatively impacted by the dc
in the credit and financial markets.

As we have previously disclosed, our efforts to sell our wireless spectrum holdings omblavenas has been
delayed by current market conditions, as well as regulatory and other market activities involving potential buyers. We are
continuing to have discussions with humerous parties who have expressed interest in our various spectruovasssts. H
we believe that adverse economic conditions continue to affect potential purchasers of our wireless spectrum, and there can
be no assurance as to the timing of further spectrum sales or the sales prices that will be attained.
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As of January 2,210, summary information about our current spectrum holdings in the United States is set forth

below.
Type of Spectrum(1)(4)
POP¢£3) BRS Top Covered CMAs within MEA (POP
MEA(2) MEA Name (mm) EBS WCS AWS Rank)
1 Boston 9.2 o} Boston (10) Providence (50)
2 New York City(5) 31 © 0 New York (2), Hartford (41)
Buffalo (45), New York 3Chautauqua
3 Buffalo 1.7 o] (118)
4  Philadelphigll) 8€ O 0 Philadelphia (6), Wilmington (75)
NC 15- Cabarrus (93), NC 4
7 CharlotteGreensborasreenvilleRaleigh 4.0 0 Henderson (139)
Savannah (183), Georgia X2 iberty
8 Atlanta 1.2 0 (270)
9 Jacksonville 2.7 0 0 Jacksonville (37), Tallahassee (177)
Florida 4 - Citrus (77) Florida 3-
10 TampaSt. Petersbur@rlando 0.¢ 0 Hardee (304)
15 Cleveland 4.7 o} Cleveland (26), Akron (74)
16 Detroit 10.¢ 0 Detroit (7), Grand Rapids (59)
17 Milwaukee 5.€ o} Milwaukee (33), Madison (115)
18 Chicago 141 0 0 Chicago (3), Gary (80)
Minneapolis (14), Minnesota -6
20 MinneapolisSt. Paul 7.2 0 Hubbard (201)
21 Des MoinesQuad Cities 2.¢ 0 Des Moines (102), Davenport (160)
27 New OrleansBaton Rougg9) 0€ 0o Mobile (90)
29 Kansas City 3.t 0 Kansas City (27), Topeka (315)
30 St Louig8) 4.€ o} St. Louis (18),Springfield (178)
Houston(5), Louisiana 5Beauregard
31 Houston 7.2 0 (130)
32 DallasFort Worth{10) 132 0 0 0 Dallas (4), Austin (35)
33 Denver 5.€ 0 Denver (16), Colorado Springs (87)
34 Omala 1.7 o] Omabha (72), Lincoln (224)
35 Wichita 1. 0 Wichita (96), Kansas 14Reno (394)
36 Tulsa 1.C 0 Tulsa (57), Oklahoma 4Norton(305)
Oklahoma City (44), Oklahoma-3rant
37 Oklahoma City 2 0 (287)
38 San Antonio 3.¢ 0 San Antonio (25), McAllen (73)
39 El PaseAlbuquerque 28 0O 0 o] Albuquerque (70), El Paso (71)
40 Phoenix 6.C o} Phoenix (13), Tucson (51)
41 SpokaneBillings 2.2 0 Spokane (119), Idaho-1Boundary (205
42  Salt Lake City 3.k 0 Salt Lake City (32),Provo (112)
San Francisc®aklandSan Jose
43 (7) 147 0 0 San Francisco (11), Sacramento (23)
44  Los AngelesSan Diegq6) 24¢ 0 o} Los Angeles (1), San Diego (18)
45 Portland 4.2 0 Portland (21), Salem (146)
46 Seattle 5.4 o} Seattle (20), Tacoma (69)
48 Hawaii 1.3 0 Honolulu (54), Hawaii 3 Hawaii (385)
Total (excluding overlaps) 215.¢
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(1) WCS, AWS, BRS and EBS licenses are assigned by the FCC for geograpttie aegas of varying sizes and
shapes. WCS |icenses are assigned by the FCC according t
Groupings (AREAGO) (see fur-WE8r Sprptaombdb) onAWS| bwWEENnsa8BuU
according to REAGs, EAs, or CMAs (-2®W8 SpetheuméeXxpl BRSS!t |
licensed both according to Geographic Service Areas withrail@sradius, subject to overlapping Geographic Service Areas
of co-channel statins, and according to BTAs of various sizes. Our BRS spectrum currently is composed of licenses with 35
mile radius Geographic Service Areas, subject to overlapping Geographic Service Areashahre stations. EBS
spectrum is only licensed according@eographic Service Areas with a-88le radius, subject to overlapping Geographic
Service Areasofca hannel stations (see f urBFRS ra nedx pH BaSh as p eocnt rbuenhdo)w

(2) This data in this table is presented in terms of MEAs. [glafe 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.

(3) The source for our POP figure is derived from 2006 compoatte ebntained in databases managed by
Applied Geographic Solutions Inc. of Newbury Park, California, except for Puerto Rico which is derived from 2000 census
figures.

(4) Our AWS, WCS and BRS spectrum is held directly through FCC licenses. Our E&fispbas been leased
on a longterm basis from current license holders.

(5) We lease EBS spectrum from multiple parties in the greater New York City, New York City metropolitan area,
including geographic areas in New York, New Jersey and Connedtlaege 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.

(6) We lease EBS spectrum from The Orange CathaimBation 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 texse of the le

(7) We lease EBS spectrum from The University of Californidm@1$an 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.

(8) We lease EBS spectrum from Bradley University in the Peoria, lllinois area. This leaseifiéialdl0 year
term and contains two renewal options for 10 years each to extend the term of the lease.

(9) We sublease EBS spectrum from the North American Catholic Educational Programming Foundation in the
Mobile, Alabama area. This sublease aasnitial 29 year term and no renewal options to extend the term of the sublease.

(10) We lease EBS spectrum from Tarrant County College District in the Dallas, TXEhisaease has an initial
15 year term and contains a renewal option for 15 yeaggtend the term of the lease.

(11) We lease EBS spectrum from Temple University in the Philadelphia, PA @héalease has an initial 10 year
term and contains three renewal options for 10 years each to extend the term of the lease.

WCS Spectm

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 10 MHz of spectrum each and
blocks C and D have 5 MHz &a 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
call ed Major Economi cCandRdosks §rdilivbEsadin) six laffdr geogveh® regions, also
covering the United States and are called Regional Econo
various sizes in terms of population and geographic coverage.

WCSlicensesar e al l ocated by the FCC for fdAflexible use.o T
type of fixed, portable, mobile (except aeronautical mobile) or radiolocation services to individuals and businessasg, includi
the wireless broadband seres we intend to offer. Any such offerings are subject to compliance with technical rules in Part
27, Title 47 oftheCode of Feder al Regul ations (ACFRO), as wel |l as
operations near the Canadian amelxican borders.
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In 2010, we have capital expenditure needs associated with certairobtitd substantial service requirements.
These requirements apply to our licensed wireless spectrum, which generally must be satisfied as a condition of license
rerewal. The renewal deadline and the substantial service-twildeadline for our domestic WCS spectrum is July 21,
2010. We have entered into a third party arrangement pursuant to which the third party has agreed to meetauir build
requirements. Hower, at this time there can be no assurance that such party will be able to pay for the build out or complete
its contractual requirements on time. Accordingly, we will seek to identify additional capital resources and personnel to
enable us to perform sudhuild-out obligations in the event such party is not able to perform. Our reliance on a third party to
meet our substantial service requirements may subject us to risks -oémewal in the event that such party does not
perform its obligations and if ware unable to fund such obligations.

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 intersstsilikeducational entities
through privately negotiated lease agreements. EBS licensees are permitted to enter into lease agreements with a maximum
term of 30 years; |l ease agreements with ter BEBSlderseeger t ha
every five years beginning in year 15. Because some of owutéongleases were executed prior to the effective date of these
new leasing requirements, our letegm leases afford us exclusive leasehold access to the leased EBS spectriotaifor a
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 R@&hdated transition of the spectrum to a new band
configuration, which must be complete by Octob®r 2010 (barring disputes in the transition process), the total spectrum
bandwidth licensed by the FCC for BRS and EBS spectrum is 194 MHz. Approximately 75% of this spectrum is licensed for
the EBS and 25% is licensed for the BRS. Under FCC Rules,teguans and policies (AFCC Rul e
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 channelsaandl groups of BRS and EBS
spectrum wil |l range from 5.5 MHz to 23.5 MHz of spectrum
channels and 23.5 MHz of spectrum.

Until 1996, BRS spectrum was licensed according to Geographic Séregae with a 35mile radius. These
Aincumbento | icenses continue to exist t oda ychanbelstatioasr e s u
In 1996, the FCC conducted an auction and assigned licenses for available BRS spectrungaoddiidis 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 fenid® Geographic Service Areas, subject to overlappingy@edic
Service Areas of cghannel stations. We may in the future acquire BRS spectrum licensed for BTAs.

EBS spectrum is licensed only for Geographic Service Areas withnail8Fadius, subject to overlapping
Geographic Service Areas of-cbannel stions. 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 educatienrolled students (e.g., school districts), and nonprofit
organizations whose purposes are educational.

The FCCbdbs rules for BRS and EBS spectrum were subst
how the spectrum is licensed and usedrpedings to revise the rules continue today. Use of the spectrum has evolved to
include fixed and mobile, digital, twavay systems capable of providing higbeed, higkcapacity broadband service,
including twoway Internet access service via lpawer,cellularized communication systems and sirggé high-power
systems. On March 20, 2008, the FCC released an additional order to reform FCC Rules related to BRS and EBS spectrum.
Although these new, amended rules became effective on June 9, 2008, tdyjeckto petitions for reconsideration. For a
more detailed description of tRhRERRR/ BRSY Liudersse s@an diiGtoivemn

AWS Spectrum

We acquired 154 AWS licenses in FCC Auction No. 66 and currently hold 14 AWS licEhsdSCC granted
AWS spectrum pursuant to Economic Area (AEAO0) licenses,
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 conspstiregdf0 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
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type of fixed, portable or mobile services to individuals and lessis, including the wireless broadband services. Any such
offerings ae subject to compliance with technical rules in Part 27, Title 47 of the CFR as well as any applicable border
treaties or agreement governing operations near the Canadian and Mexd=ns.bo

International Spectrum

On March 2, 2007, we acquired WCS spectrum in Canada. Our Canadian licenses cover approximately 14.6
million POPs and include 30 MHz of spectrum in all service areas for which licenses were acquired for a total o438 mill
MHz POPs. The licenses vary widely in terms of population and geographic coverage, but include major cities, such as
Montreal, Ottawa, Edmont on, Quebec and Wi nnipeg. Next Wav
subsidiary, 4253311 Canadwl The licenses carry a-@ar license term with renewal expectancy of subsequeytdi0
terms absent breach of license conditions. Because the licenses were issued by Industry Canada through two separate
auctions, 63 licenses have an expiration datéavember of 2014, while 25 licenses have an expiration date of April of
2015. The Il icenses are fAradiocommunication usero |icense
the | icenses are convertede tpor oceviitdheerrd iilriacdei nosceosmnourn ificraatdi i oonc
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 ragulemenstrating that the spectrum is
being used at a level that is acceptable to Industry Canada. Again, because the licenses were issued at two different times,
there are two different implementation deadlines, November 2009 for 63 licenses, and2@fib2the other 25 licenses.
On July 2, 2009, we received a three year extension of the implementation requirement from the Canadian regulatory
authority, making the new deadlines November of 2012 and April of 2013.

In Switzerland, Callix Consulting AG@&s of May 20, 200&olds 3.5 GHz spectrum, following a transfer from
Inquam GmbH which originally owned such license awarded on May 2, 2007 by the Swiss Federal Communications
Commi ssion. This includes 42 MHz al&tionopr/ed amillionpeoplefar atetalofn g t h
315 million MHz POPs in Switzerland. The license term is 10 years and renewal is possible but terms and conditions of
license renewal are not set. The license is technology/service neutral and use for mobde isgpermitted. The license
requires a builebut of 120 base stations transmitters by September 2010.

In Slovakia, WiMAX Telecom s.r.o. holds, following the acquisition of Amtel Networks in 2006 and the
subsequent merger with WiMAX Telecoms.r.ootwl i censes of 28 MHz each, covering
approximately 5.5 million people. The licenses term is until-gear 2016. Terms and conditions for the renewal are not yet
set. The licenses are technology/service neutral. In lineBidtihegulation it is expected that the Slovakian regulator
formally permits the use of the spectrum for mobile services. The licenses entaddtudldligations by mid 2006 and
respectively by mid 2007, which fulfillment the regulator confirmed followirspections.

In Norway, InquanNorway AS , as of June 26, 2008, holds a nationwide 2.0 GHz license, valid until December
31, 2022, following a transfer from Inquam GmbH which originally owned such license awarded by Norwegian Telecom
Authority onDecembe 21, 2007.

In October 2007, we acquired Websky Argentina SA, an Argentine corporation and its subsidiaries, which hold
licensed frequencies in Argentina and has obtained spectrum licenses for an aggregate of 42 MHz spectrum in the 2.5 GHz
band coveringhe Buenos Aires metro region and 180 kilometers surrounding the city and covers 15.5 million POPs for a
total of 651 million MHz POPs. Transfer of control of the spectrum licenses held by Websky Argentina SA remains subject
to regulatory approval. The Boses are also subject to regulatory requirements regarding the ongoing provision of
commercial services with which we are currently in compliance.

In April 2008, we acquired all of the outstanding equity interests of Southam Chile SA, a Chilean orporat
and Sociedad Televisora CBC Limitada, a Chilean | imited
companies hold spectrum licenses in the 2.5 GHz band in seven different regions across Chile, including Santiago. The
spectrum licensesover 8 million POPs and comprise 162 million MHz POPs. They each also hold digital television and
intermediate services licenses for these same regions. The Southam Chile SA licenses are subject to a regulatory requirement
to construct and operate netwdakilities by June of 2009, which has been extended by the Chégatator until May
2011. The Sociedad Televisora CBC Limitada licenses are subject to a similar regulatory requirement to construct and
operate network facilities by December of 2009,chthas been extended by the Chilesgulator until November 2011.

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 copytahtas well as confidentiality, negisclosure and assignment of inventions
agreements. Our continuing operations have six U.S. patents, one of which is the subject of extensive foreign filing. As part
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of our product and technology development processdemtify 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 registBaaketVideo 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 addtion, 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 that thepsteaken 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.

Although we believe that our technology has been independently developed and that none of our intellectual
property infringes on the rights of others, we cannot assure that third parties will not assert infringement claims against u
seek an injunction otihe 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 that such
licenses or rights coulde obtained on terms that would not have a material adverse effect on us, if at all.

We license and will continue to seek licenses to certain technologies from others for use in connection with some
of our products and technologies. While none of oureriicense agreements are material at the time of this Annual
Report, the inability to obtain such licenses or loss of these licenses could impair our ability to develop and magkiet finish
products to endisers. If we are unable to obtain or maintainlitenses 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.

Government Regulation
Overview

Communicatios industry regulation changes rapidly, and such changes could adversely affect us. The following
discussion describes some of the major communicatilated regulations that affect us, but numerous other substantive
areas of regulation not discussedehalso may influence our business.

In the United States, communications services are regulated to varying degrees at the federal level by the FCC
and at the state level by public utilities commissions. Internationally, similar regulatory structures tdstational and
regional level. Our business is impacted by such 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/Algplicable
consumer protection regulations 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
local legislation and regulations affectingtbommunications industry in the United States or internationally. Some
legislation and regulations are the subject of ongoing judicial proceedings, proposed legislation and administrative
proceedings that could change the manner in which our industergutated and the manner in which we operate. We cannot
predict the outcome of any of these matt er-RisksRelating®i r pot
Government Regulation. o

Licensing and Use of U.S. Wireless Spectrum

In the United States, the FCC regulates the licensing, construction, use, renewal, revocation, acquisition, lease
and sale of our domestic licensed wireless spectrum holdings. Our domestic wireless spectrum holdings currently include
licensed spectrum in th&CS, AWS and BRS bands, and leased spectrum in the EBS band. Our international wireless
spectrum holdings, which currently include licensed spectrum in the 3.5 GHz, 2.5 GHz, 2.3 GHz and 2.0 GHz bands, are
regulated by national regulatory authorities theaténsimilar responsibilities to those of the FCC.

Certain general regulatory requirements apply to all licensed wireless spectrum. For example, cerain build
Aisubstantial servicedo requirements a penerglly mustbemsatisiedasd o
condition of |icense renewal . In the United States, t
Act o) and FCC Rules also require FCC prior affr@Qlicemsad. f
Similar regulatory requirements regarding regulatory approval of license transfers exist internationally. In addition, FCC
Rules permit spectrum leasing arrangements for a range of wireless licenses after FCC notification or pribr approva
depending upon the type of spectrum lease. The FCC, and the equivalent national regulatory authority in other countries
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where we holds spectrum licenses, sets rules, regulations and policies to, among other things:

. grant licenses in bands allocafied wireless broadband services;

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

o impose buildout or performance requirements as a condition to license renewals;

o approve applications for license renewals;

. approve assignments and transfers of control of licenses;

. approve leases covering use of licertseld by other persons and organizations;

. resolve harmful radiofrequency interference between users of various spectrum bands;
. impose fines, forfeitures and license revocations for violations of rules; and

. impose other dipations that are determined to be in the public interest.

Additionally, 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 thakbélst&, increases our cost of

doing business. For a description of an interference iss
Factors- Risks Relating to Government Regulatidfi r el ess Deviceso utili zi naybaVNCS,
susceptible to interference from Satellite Digital Audi o

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 Title 47 dhe CFR. WCS licenses are granted foryear license terms, and licensees are required under

applicable Part 27 rules to demonstrate that they are pr
license term. Substantial servieadefined as service which is sound, favorable, and substantially above a level of mediocre
service which just might minimally warrant Arenewal . o0 Fo

out deadline until July 21, 2010. Failueemake the substantial service demonstration by that date, without seeking and
obtaining an extension from the FCC, would result in license forfeiture. In June of 2009, we filed for an additionahextensio
of the WCS substantial service butdt deadlingbut the FCC has not yet acted on that requestensions of time to meet
substantial service demonstrations are not routinely granted by theF€& 0 Ri s- Riskf Retating to Government
Regul ation. o

BRS/EBS License Conditions

Like WCS licenses, BRS and EBS licenses are granted feyean 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 licemseere granted at different times and, therefore, do not have a uniform expiration
dat e. BRS and EBS |licensees must also demonstrate that t
May 1, 2011.

From 2004 to 2008, the FCC adoptedumnber of rule changes which create more flexible 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 BRSfHBShave largely been completed, they remain subject to
legal challenges and petitions for reconsideration and, thus, are subject to additional revisions. The FCC orderedzhe 2.5 GH
band to be reconfigured into three segments: ugrel lowerband segrants for lowpower operations, and a midetend
segment for higipower operations. The BRS/EBS band configuration eliminates the use of interleaved channels by licensees
in favor of contiguous channel blocks. By creating contiguous channel blocks, ampéhgrbigh and lowpower users into
separate portions of the BRS/EBS band, the new band plan reduces the likelihood of interference caused by incompatible
uses and creates incentives for the development eptomer, cellularized broadband operations,chhivere inhibited by
the prior band plan. The BRS/EBS band plan will allow licensees to use th&@80tMHz spectrum in a more economical
and efficient manner and will support the introduction of fgedieration wireless technologies. The new rules preshe
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 proleess), whic
includes relocating licensees from their current channel assignments to new spectrum designations in the band.

AWS License Conditions
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AWS licensees must comply with all applicable legal and technical rules imposed by the FCC, including those
found inPart 27 of Title 47 of the CFR. All of our AWS licenses are granted foryeablicense term, with a renewal term
oftenyears. AWS |l icensees are required to demonstrate that
within the initial 15year license term. For our AWS licenses, the renewal deadline and the substantial servimet build
deadline is December 18, 2021. Failure to make the substantial service demonstration, without seeking and obtaining an
extension from the FCC, woulé@sult 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 agolveomment operations
that must be relocatdd 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, teWS | i censee must pay for the relocation of
license area. AWS licensees are effectively prohibited from deploying TDD systems in the AWS spectrum.

New Spectrum Opportunities and Spectrum Auctions

Ongoing FCQoroceedings 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, and may
affect the demand for our spectrum. At ttilse, we have no plans to obtain additional spectrum through secondary markets
acquisitions, leases or whatever mechanisms the FCC may establish including participation in FCC auctions.

Tower Siting

Wireless systems must comply with various fedetatesand 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 (the #fFAAiDEnvirolmmErntal aRdihisterc presanajior ct ¢
statutory requirements. To the extent governmental agencies impose additional requirements on the tower siting process, the
time and cost to construct and deploy towers could be negatively impacted. The Fgvapased modifications to its rules
that would impose certain notification requirements upon entities seeking to (i) construct or modify any tower or trgnsmittin
structure located within certain proximity parameters of any airport or heliport, andfmm@&ruct or modify transmission
facilities using the 250@700 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.

Employees

As of January 2, 2010, we employed 333 full time employees, 9 part time and temporary employees and engaged
100 contractors.

Our History

History of our Predecessor Company and the NextWave Telecom Group

Our predecessor company NextWaveWel ess I nc. (AOl d NextWave Wirele
owned operating subsidiary of NextWave Tel ecobasedAC8c. (i
network. In 1998, NTI and its subsidiaries, including Old NextWave Wieeleg t he A Next Wave Telecom
protection under Chapter 11 of the United States Bankruptcy Code. During theysavgrendency of the Chapter 11 case,

Old NextWave Wireless continued its involvementinthe baildt of NTI 6 s RQidly all efthevassets . Subs
related to this builebut, except PCS licenses, were abandoned when NTI was sold to finance the plan of reorganization of the
NextWave Telecom group described below.

S
N

During the pendency of the Chapter 11 case, NTI| began torexgpportunities to create the technology for a
broadband wireless network utilizing BRS spectrum in the 2.5 GHz frequency range. The capitalization of a new wireless
technology company to pursue these opportunities was discussed with the stakehtiaekerf\Wave Telecom group and
was made part of the plan of reorganization described below.

On March 1, 2005, the United States Bankruptcy Cour
reorganization of the NextWave Telecom group, including GddtWave Wireless. In connection with the consummation of
the plan of reorganization, NTI and its subsidiaries settled all outstanding claims of the FCC and obtained a release of clai
pursuant to Section 1141 of the Bankruptcy Code. The plan of reorianinas funded with the proceeds from the sale of
PCS spectrum licenses and provided for the payment in full of all the creditors of the NextWave Telecom group and the $550
million cash funding of Old NextWave Wireless as a new wireless broadband tephnotopany. Membership units of Old
NextWave Wireless, which had been converted into a limited liability company in late 2004, were distributed to the former
stockholders of NTI, together with cash and note consideration issued pursuant to the plahisifstnibution, on April
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13, 2005, our predecessor Old NextWave Wireless emerged as NextWave Wireless LLC.

Corporate Conversion Merger

liability company to a Delaware corporation. The conversion was effectuated in November 2006 through the merger of a

To

whol Iy
holders received one share of oonmamon 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

enable our listing on The NASDAQ Global Market in January 2007, we converted from a Delaware limited

owned subsidiary of ours with and into Next Wave

would otherwise have been entitled to a fractibm share of common stock were paid cash equal to $1.00 per LLC interest
exchanged for a whole share of our common stock. Eac
owned the same percentage of the outstanding equity of oun® lzafd immediately after the corporate conversion merger.

not

n

addi

tion, we assumed NextWave Wireless LLC6s obligati

Our Global Restructuring Initiative

In 2008, we announced the commencemenuofytobal restructuring initiative and initiated significant
financing and restructuring activities, which are described below:

In total, we have terminated 620 employees worldwide and vacated seven leased facilities.

In October 2008, we issued Second Lien Notes in the aggregate principal amount of $105.3million and T
Subordinated Secured Convertible Notes dQel2l (t he #fAThird Lien Notesod)
$478.3 million in exchange for all of the outstanding shares of our Series A Preferred Stock. We received ne
of $87.5 million from the issuance of the Second Lien Notes and dicoeive any cash proceeds from the isstL
of the Third Lien Notes.

In the fourth quarter of 2009, the Board of Directors of WIMAX Telecom GmbH, the holding compe
Next Wavebds discontinued Wi MAX Telecom business i
in accordance with local law to perntiite orderly winddown of such entity. The court in Austria has entered an
appointing an administrator to manage the insolvency of WiMAX Telecom GmbH. As a result of the appoin
the administrator, NextWave no longer controls WiMAX Telecom GrabH its subsidiaries and will not receive
proceeds from the assets of the WiIMAX entities.

We sold a controlling interest in our IPWireless subsidiary in December 2008 and sold the remaining nonc
interest in November 2009.

We shut down the operations of our other network infrastructure businesses, which comprise our Setymoeke
including the operations of our GO Networks and Cygnus subsidiaries and our Global Services and I
Network Support strategic business units.

We initiated bankruptcy liquidation proceedings for three of our network infrastructuridiaules in Israel, Denma
and Canada, which proceedings are intended to provide an orderly process for the discontinuance of opera
advance our divestiture and cost reduction strategy.

In the first quarter of 2009, we shut down our sEnductor business, terminated 230 employees and, subsec
in the third quarter of 2009, we sold certain of our owned semiconductor business patents and patent applic
third party.

In July 2009, we issued additional Second Lien Natehe aggregate principal amount of $15 million, providin
with net proceeds of $13.5 million after original issue discount and payment of transaction related expenses.

We have downsized our corporate overhead functions to match the antigipdtetion in overall global supp
requirements, including our information technology, legal, finance, human resources and corporate bra
marketing functions.

We have integrated certain corporate administration functions into our Paclet@jirations in San Dieg
California.
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e We have continued to pursue wireless spectrum license sales, the net proceeds of which will be used to
outstanding indebtedness thereby reducing the interest costs payable in future years.

e We are actively pursuing the sale or widdwn of various remaining portions of our WiMax Telecom busines
spectrum operations in South America.

e In the fourth quarter of 2009, we sold the majority of the assets and liabilities of our Inquam Rcb#&itbat
(Al HGO0O) subsidiary and entered into an earn out
occurrence of specified liquidity events, which include the sale, lease or contribution of assets to certain thi
or distribution of profits or sale of equity in IHGWe will continue to receive earn out payments until exhausti
all specified liquidity events.

Several factors led to our decision to implement our global restructuring initiative in 2008, including adverse
worldwide economic conditions, which we believe adversely affected manufacturers of telecommunications equipment and
technology and caused our discontinued Networks segment to experience lower than projected contract bookings and
revenues. We believe theesonditions have also led to a delay in global WiMAX network deployments, which adversely
impacted the timing and volume of projected commercial sales of WiMAX products of our discontinued semiconductor
business.

Available Information

We are a publicompany and are subject to the informational requirements of the Exchange Act. Accordingly,
we file periodic reports, proxy statements and other information with the SEC. Such reports, proxy statements and other
information maybe obtained by visiting theublic Reference Room of the SEC at 100 F Street NE, Room 1580,
Washington, D.C. 20549 or by calling the SEC-800-SECG0330. In addition, the SEC maintains a website (
http://mww.sec.goY that contains reports, proxy and information statements aed ioflormation regarding us and other
issuers that file electronically.

Our website addressligtp://www.nextwave.conWe make available, free of charge through our website, our
Annual Reports on Form 1K, Quarterly Reports on Form 4D and Current Repts on Form &, and any amendments to
these reports as soon as reasonably practicable after we electronically file such material with, or furnish such rtiserial to,
Securities and Exchange Commission. Our Code of Business Conduct and Ethics itedvedats charge on our website.

The certifications of our Chief Executive Office and Chief Financial Officer, pursuant to Section 302 of the
Sarbane€xley Act of 2002, about the disclosure contained in this Annual Report are attached hereto

Item 1A. Risk Factors.

Our business involves a high degree of risk. You should carefully consider the following risks together with all of
the other information contained in this Annual Report before making a future investment decision with respect to our
secuities. If any of the following risks actually occurs, our business, financial condition and results of operations could be
materially adversely affected, and the value of our securities could decline.

Risks Relating to Our Business

We have substantladebt maturities in 2011 and our cash reserves and cash generated from operations will
not be sufficient to meet these payment obligations. There can be no assurance that asset sales or any additional financing
will be achievable on acceptable terms amlydailure to pay our debt at maturity will impair our ability to continue as a
going concern.

Our Senior Notes, having an aggregate principal amount of $168.3 million at January 2, 2010, will mature in July
2011 and our Second Lien Notes, having aneggfe principal amount of approximately $140.8 million at January 2, 2010,
will mature in November 2011. In addition, our Third Lien Notes, having an aggregate principal amount of $524.1 million at
January 2, 2010, will mature in December 20A%.of Mard 16, 2010, the aggregate remaining outstanding principal
balances of our Senior, Second and Third Lien Notes bear paymdent interest at rates of 15.0%, 15.0% and 12.0%,
respectively, which will increase the principal amount of this debt upon retitei@ur current cash reserves and cash
generated from operations will not be sufficient to meet these payment obligations at maturity. We must consummate sales of
our wireless spectrum assets yielding proceeds that are sufficient to retire this indehtdédveare unable to pay our debt
at maturity, the holders of our notes could proceed against the assets pledged to secure these obligations, which include our
spectrum assets and the capital stock of our material subsidiaries, which would impailitguo &iontinue as a going
concern. Insufficient capital to repay our debt at maturity would significantly restrict our ability to operate and csilgscau
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to seek relief through a filing in the United States Bankruptcy Cawut. financial statemento not include any
adjustments related to the recovery of assets and classification of liabilities that might be necessary should wedoe unable t
continue as a going concern.

Our capital structure requires that we successfully monetize a substantiaigroof our wireless spectrum
assets for net proceeds substantially in excess of our cost basis in order to retire our debt. The value of our equity
securities is dependent on our ability to successfully retire our debt.

We are required to use the nevgeeds of asset sales to retire our debt and expect that we will be required to
successfully monetize a substantial portion of our wireless spectrum assets for net proceeds substantially in exazsts of our ¢
basis in order to retire our debt. There iggnarantee that we will be able to find third parties interested in purchasing our
wireless spectrum assets at prices sufficient to retire this debt prior to maturity. We may seek to refinance all oro& portio
our debt prior to maturity but there candm®assurance that any such refinancing transaction will be availBivesale price
of our wireless spectrum assets will be impacted by, among other things:

. the FCCb6s final resolution of ongoi ngitalpudioradoe d i
services to our WCS spectrum licenses;

. the timing and allocated costs of buddt or substantial service requirements attached to our domestic anc
international spectrum licenses, where a failure to comply with these requiremddteesait in license
forfeiture;

. timing of closure of potential sales, particularly if it is necessary to accelerate the planned sale of certair

spectrum licenses in order to meet debt payment obligations;

. worldwide economic conditions whicke believe have adversely affected manufacturers of telecommunic
equipment and technology and led to a delay in WiIMAX global network deployments; and

. availability of capital for prospective spectrum bidders which has been negatively impatteddoyvnturn in
the credit and financial markets.

If we are unable to consummate sales of our wireless spectrum assets that are sufficient to retire our
indebtedness, the holders of our notes could proceed against the assets pledged to secure tiwse aliligh include our
spectrum assets and the capital stock of our material subsidiaries, which would impair our ability to continue as a going
concern and the value of our equity securities will be impaired.

We are highly leveraged and our operatiffigxibility will be significantly reduced by our debt covenants.

As of January 2, 2010, the aggregate principal amount of our secured indebtedness was $833.1 million. This
amount includes our Senior Notes with an aggregate principal amount of $168.8,millicGecond Lien Notes with an
aggregate principal amount of $140.8 million and our Third Lien Notes with an aggregate principal amount of $524.1
million. Covenants in thpurchase agreements for our Senior Notes and Second Lien Notes impose opetdinapeial
restrictions on us. These restrictions prohibit or limit our ability, and the ability of our subsidiaries, to, amongraber th

o pay dividends to our stockholders;

. incur, or cause to incur, additional indebtedness or ilens;

. sell assets for consideration other than cash;

. consolidate or merge with or into other companies;

. issue shares of our common stock or securities of our subsidiaries;

o make capital expenditures or othsfrategic investments in our business not contemplated t

operating budget ; or
. acquire assets or make investments.
We anticipate that our overall level of indebtedness and covenant restrictions will;

. limit our ability to pursue bsiness opportunities;

. limit our flexibility in planning for, or reacting to, changes in the markets in which we compete;
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. place us at a competitive disadvantage relative to our competitors with less indebtedness;
. renderus more vulnerable to general adverse economic, regulatory and industry conditions; anc

. require us to dedicate a substantial portion of our cash flow, as well as all proceeds from asse
service our debt.

A breach of any covenantsmtained in the note purchase agreements governing our secured notes could result in
a default under our indebtedness. If we are unable to repay or refinance those amounts, the holders of our notes dould procee
against the assets pledged to secure thafgations, which include our spectrum assets and substantially all of our other
assets.

The terms of our Senior Notes and Second Lien Notes require us to certify our compliance with a restrictive
operating budget and to maintain a minimum cash balangefailure to comply with these terms may result in an event of
default which could result in the acceleration of maturity of our indebtedness and impair our ability to continue as a
going concern.

The terms of our Senior Notes and Second Lien Notesreegsito deliver a simonth operating budget to the
noteholders on a quarterly basis, which budget is reasonably acceptable to Avenue AIV US, L.P., an affiliate of Avenue

Capital Management |1, L. P. (AAvenuareda prindipal andoyintofcdiv enue C
Second Lien Notes and 51.1% of the aggregate principal amount of our Senior Notes. Our operating budget requires us to cut
costs and | imits the funding that we may pichbave atteadybeen s pec

sold or discontinued as part of our global restructuring initiative.

We must deliver monthly certifications relating to our cash balances to the holders of our Senior Notes and
Second Lien Notes. If we are unable to certify thataash balances have not deviated in a negative manner by more than
10% from budgeted balances, default interest will accrue and, if such condition persists, (i) for two monthly reporting
periods, if we have not satisfied our obligations to cease funditig tdamed Business within the required timeframes or
(ii) three monthly reporting periods, if we have satisfied such obligations, an event of default would occur under our Senior
Notes, Second Lien Notes, and, if the maturity of the foregoing indebtedeesso be accelerated, an event of default
would occur under our Third Lien Notes. In addition, we must certify that we have maintained a minimum cash balance of $1
million, and any failure to maintain such minimum cash balance will result in an immesitt of default under our Senior
Notes, Second lien Notes, and, if the maturity of the foregoing indebtedness were to be accelerated, our Third Lien Notes.
Upon an acceleration of our debt following an event of default, the holders of our notes ocoekedpagainst the assets
pledged to secure these obligations, which include our spectrum assets and the capital stock of our material subsidiaries,
which would impair our ability to continue as a going concern.

Our restructuring and cost reduction actities expose us to contingent liabilities, accounting charges, and
other risks.

We have realized significant operating losses during each reporting period since our inception in 2005 and expect
to realize further operating losses in the future. In antefforeduce our working capital requirements, in the third quarter of
2008, wecommenced the implementation of a global restructuring initiative, pursuant to which we have divested, either
through sale, dissolution or closure, our network infrastructusenbsses and our semiconductor business. We have also
taken other cost reduction actions described in more detail in Note 1 to our Condensed Consolidated Financial Statements
contained in this Annual Report. During 2009, we incurred employee terminasthaf $4.9 million, lease abandonment
and related facility closure costs of $0.8 million and other restructuring costs of $3.3 million, including costs réhated to
divestiture and closure of discontinued businesses and contract termination charges.

Our restructuring activities and cost reduction efforts are subject to risks including the effect of accounting
charges which may be incurred, expenses of employee severance or contract terminations or defaults, or legal claims by
employees or creditorsn laddition, we may face difficulty in retaining critical employees, customers or suppliers who may
believe that a continued relationship with us is of greater risk due to our restructuring activities. If we cannot $yccessful
complete our restructuringfefts, our expenses will continue to exceed our revenue and available funding resources and we
will not be able to continue as a going concern and could potentially be forced to seek relief through a filing undesdhe Uni
States Bankruptcy Code.

The failure of our Multimedia segment to sustain and grow its business in the current challenging economic
climate may adversely impact our ability to comply with our operating budget and will have an adverse effect on our
business.

Revenues of our Multimedisegment business have been impacted by global economic conditions and a decline
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in handset sales. If the operating performance of our Multimedia segment were to continue to deteriorate, our ability to meet
the targeted cash balance levels set forth iroperating budget, and required to be certified to the holders of our Second

Lien Notes and Senior Notes, may be impacted. Given the divestiture and/or discontinuation of operations of our network
infrastructure subsidiaries, all of our operating revenvegeanerated by our Multimedia segment. Current economic
conditions make it extremely difficult for our customers, our vendors and us to accurately forecast and plan future business
activities, and they could cause U.S. and foreign businesses to slovingpemdhe products and services offered by our
Multimedia segment, which would delay and lengthen sales cycles. Furthermore, during challenging economic times our
customers may face issues gaining timely access to sufficient credit, which could rasuthpairment of their ability to

make timely payments to us. We cannot predict the timing, strength or duration of any economic slowdown or subsequent
economic recovery, worldwide, or in the wireless communications markets. If the economy or markéth inendperate
continue to deteriorate, the business, financial condition and results of operations of our Multimedia segment will likely be
materially and adversely affected. If our Multimedia segment experiences a significant decline in its reveperegiog o

margins, this will have a significant adverse effect on our business and our ability to comply with our debt covenants.

Our common stock will be delisted from the NASDAQ Global Market if we do not meet the exception granted
by the NASDAQ Hearing?anel requiring us to file a proxy statement for our annual meeting of stockholders that
includes a stockholder vote on a reverse stock split by May 1, 2010 and to regain compliance with the minimum $1.00 per
share bid price rule by July 21, 2010.

On Odober 7, 2008, we received a Staff Deficiency Letter from NASDAQ notifying us that we were not in
compliance with NASDAQ6és Marketplace Rule 5450(a) (1), or
had, for the preceding 30 consecutivsibass days, closed below the minimum $1.00 per share requirement for continued
listing. In accordance with NASDAQ Marketplace Rule 5810(c)(3)(A), we were provided a period of 180 calendar days to
regain compliance. On October 16, 2008, NASDAQ announ@dhby had suspended the enforcement of the Rule until
January 19, 2009, and as a result, the period during which we had to regain compisiestended to July 10, 2009. On
July 15, 2009, NASDAQ announced that they had determined to continue thedeymp@pension of the Rule until July 31,

2009, and as a result, the period during which we had to regain complias@xtended to January 21, 2010. On January

22, 2010, we received a Staff Determination letter from the Listing Qualifications DepadihtdhBDAQ indicating that

our common stock would be subject to delisting from The NASDAQ Global Market becauseafmphance with the

Rul e, unl ess we requested a hearing before a NASDs0® Li st
January 29, 2010We requested a hearing on the matter and such hearing occurred on February ZBn 2045zh 26,

2010, the Panel granted our request for continued listing, subject to the conditions that on or before May 1, 2010, we must
inform thePanel that we have filed a proxy statement for our annual meeting of stockholders including a vote on a reverse
stock split in a ratio sufficient to meet the $1.00 per share requirement for continued listing and on or before Juy 21, 201
we must have aglenced a closing bid price of $1.00 or more for a minimum of ten prior consecutive tradindfdegare

unable to meet these exception requirements, the Panel will issue a final determination to delist and suspend trading of our
common stock.

We hae become and may continue to be the target of securities class action suits and derivative suits which
could result in substantial costs and divert management attention and resources.

Securities class action suits and derivative suits are often bragmjhsicompanies following periods of
volatility in the market price of their securities. Defending against these suits can result in substantial costs toers and d
the attention of our management.

On September 16, 2008, a putative class action lawsui capt i oned ASandra Lifschidt:
Al | Ot hers Similarly Situated, Pl aintiff, V. Next Wave Wi
the Southern District of California against us and certain of oigen#. The suit alleges that the defendants made false and
misleading statements and/or omissions in violation of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934, as
amended (the fiEXxc hahpgoeulgatedthereyndea Thatssdeks unspedfiedodamages, interest, costs,

attorneysdé fees, and injunctive, equitable or other reli
during the period from March 30, 2007 to August 7, 2008. A second putative classact | awsui t captioned
A Next Wave Wireless I nc. et al .o was filed on October 2

common stock during an extended class period, from November 27, 2006 through August 7, 2@08uény 24, 2009, the

Court issued an Order consolidating the two cases and appointing a lead plaintiff pursuant to the Private Securities Litigati
Reform Act. On May 15, 2009, the lead plaintiff filed an Amended Complaint, and on June 29, 2009, ad/filgdn to

Dismiss that Amended Complaint. On March 5, 2010, the Court granted our Motion to Dismiss without prejudice and
permitted the lead plaintiff 21 days from the date of the Order to file an Amended Complaint. On March 26, 2010, the lead
plaintiff filed a Second Amended Consolidated Complaint. NextWave intends to file a Motion to Dismiss in response, but at
this time there can be no assurance as to the ultimate outcome of this litigation.

We operate in an extremely competitive environment whiolnld materially adversely affect our ability to win
market acceptance of our products and achieve profitability.
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We continue to experience intense competition for our products and services. Our competitors range in size from
Fortune 500 companies to siabpecialized singkproduct businesses. At present, the primary competitors for our
multimedia software products are the internal multimedia design teams at large OEM handset manufacturers such as Nokia,
Samsung, LG, Sony Ericsson, Motorola, Apple, RHI,C, Palm and others. Many of these companies now offer their own
internally developed multimedia services (e.g., Nokia Ovi, SonyEricsson PlayNow) that come bundled with various handset
products. While these groups compete against us in the overall rfaariételess multimedia, these companies also
represent the primary distribution channel for deliverin
operator customers ask these manuf act wiware sustamizedifonsichal | or
mobile operator in handsets that they purchase. In addition to the handset manufacturers, a number of companies compete
with PacketVideo at various product levels, including Adobe, Microsoft, MobiTV, NXP Software, Real Net@asksn,
Streamezzo, SurfKitchen, and UIEvolution, offering software products and services that directly or indirectly compete with
PacketVideo.

For the connected home set of product solutions, our primary competitors again include internal softgrare desi
teams at large consumer electronics companies like Sony, Microsoft, Cisco, Linksys, Samsung and Panasonic. In addition,
we face competition from a number of other companies such as Apple, Macrovision, Microsoft, Monsoon Networks, the Orb,
and Real Netwdks. Our ability to generate adequate revenues to meet our operating budget will depend, in part, upon our
ability to effectively compete with these competitors.

Our Multimedia business is dependent on a limited number of customers.

Our Multimedia segmnt generates all of our revenues from continuing operations and is dependent on a limited
number of customers. For the year ended January 2, 2010, revenues from three customers in our Multimedia segment
accounted for 37%, 23% and 10%, respectively, ofewuenues from continuing operations. For the year ended December
27, 2008, revenues from three customers in our Multimedia segment accounted for 38%, 17% and 14%, respectively, of our
revenues from continuing operations.

Our customer agreements do nabtain minimum purchase requirements and can be cancelled on terms that
are not beneficial to us.

Our customer agreements with wireless service providers and mobile phone and device manufacturers are not
exclusive and many contain no minimum purchaseirements or flexible pricing terms. Accordingly, our customers 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 exssfmm certain claims that our products and
technologies infringe thirgharty intellectual property rights. Our customer agreements have a limited term of one to five
years, in some cases with evergreen or automatic renewal, provisions upon expirtakoimitél term. These agreements
set out the terms of our distribution relationships with the customers but generally do not obligate the customersaio market
distribute any of our products or applications. In addition, in some cases customersaaatecthese agreements early or at
any time, without cause.

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 prisdof our customers or licensees could
harm our business.

Our 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 secvea t i ¢ a | functions i
products, 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 technoltiypse aised by our customers or
licensees, equipment failures 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 produaish/Asmjpsnent delays or
declines in demand could reduce our revenues and harm our ability to achieve or sustain desired levels of profitability. We
and our customers or licensees may also experience component or software failures or defects whichioosigniigant
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 thigdarty manufacturers or those of our customers or licensees. Resolving any defect o
failure related issues could consume financial and/or engineering resources that could affect future product release schedule
Additionally, a defect or failure in our products and technologies or the products of our customers or licensees could harm
our reputation and/or adversely affect the growth of our business.

PacketVideo believes it has quality embedded software and has spent a decade improving upon its processes and
performance. While we are not immune to product issues, developing for exdifigrms that are constantly being
upgraded and new platforms that have not fully been tested in the commercial market require much experience. Some of our
technology may launch with a platform that does not do well in the market and some of our tgchmajolaunch on
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popular platforms that may have been modified due to aggressive timelines upon which PacketVideo has very little influence
over. It is the nature of our business to continuously try to improve upon our deliverables.

With regards to theannected home products, the market is new, the products are not standardized and
PacketVideo has no control over the design of the products with which it must connect. Moreover, PacketVideo must work
with each individual consumer electronics manufactuwremisure seamless connectivity and given the size of the consumer
electronics device market, a large number of resources is constantly required.

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 otheroof 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 unenforceatmlity of o
or more of our patents or to dispute the patentalmfigne 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, determine that the patent is not
enforceable or deny issuance of the application, which dwarith 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 spateat 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 foreiglijctions.

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
contirue 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 costhfitigation 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 productand technologies and on our ability to achieve profitability. If any of our products were found to infringe
on another companyds intellectual property rights or if
required to redesign our prods 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 suclopd u c t s . I n any potenti al di spute involywv
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 pgrimieich in turn could hurt our relations with them and cause our
revenues to decrease.

We are subject to risks associated with our international operations.

We operate or hold spectrum licenses through various subsidiaries and joint ventures timarGamada,
Chile, Norway, Slovakia and Switzerland and have additional operations located in Finland, France, India, Japan and
Switzerland.

Our 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 and/or greater
operating experience in the specific geographic market. In addition, in some international markets, foreign governmental
authorities may ownrocontrol the incumbent telecommunications companies operating under their jurisdiction. Established
relationships between governmentned or governmestontrolled telecommunications companies and their traditional local
telecommunications providers oftémit access of third parties to these markets.

In addition, owning and operating wireless spectrum licenses in overseas jurisdictions may be subject to a
changing regulatory environment. In particular, our ownership of wireless broadband spectrgeniinarremains subject
to obtaining governmental approval. Additionally, we have initiated insolvency proceedings for our WiMAX Telecom GmbH
business irAustria and the retention by WiMAX Telecom GmbH of its wireless broadband spectrum licenses inwllstria
be compromised due to such proceedings. We cannot 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 anticensing of intellectual property rights will not adversely impact our operating results. Due to these
competitive and regulatory challenges, our activities outside the United States may require a disproportionate amount of our
management and financiagources, which could disrupt our operations and adversely affect our business.
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Risks Relating to Government Regulation

If we do not comply with builebut requirements relating to our domestic and international spectrum licenses,
such licenses could bgsubject to forfeiture.

Certainufibubrdiisubstantial serviceoO requirements ap
generally must be satisfied as a condition of license renewal. In particular, the renewal deadline and the substantial servic
build-out deadline for our domestic WCS spectrum is July 21, 2010; for our domestic BRS and EBS spectrum, the substantial
service buildout deadline is May 1, 2011; and for our domestic AWS spectrum, the substantial servicaibdéddline is
Decemberl8, 2021. Failure to make the substantial service demonstration domestically, without seeking and obtaining an
extension from the FCC, would result in license forfeiture.

With respect to the WCS substantial service baildl deadline, in June of 2009ewvfiled for an additional
extension of the deadline, but the FCC has not yet acted on that reffxiestsions of time to meet substantial service
demonstrations are not routinely granted by the FCC. We have entered into a third party arrangementguiicnin
exchange for access to certain of our WCS spectrum, the third party has committed financial and other resources to meet our
build-out requirements, but at this time the third party has failed to meet certain performance milestones ancabilelte
provide all of the funding required to comply with its obligations to complete the-buildequirementsAccordingly, we
have obtained additional capital to enable us to supple
project so that the third party can complete the performance of such build out obligations. Even with this additional funding
and personnel, there can be no assurance that such party will be able to complete its contractual requirements to finish the
build out. Our reliance on a third party to meet our substantial service requirements may subject us to ristenefaadin
the event that such party does not perform its obligations and if we are unable to complete such obligations ourselves.

With respet to our domestic BRS spectrum, we plan to construct a commercial system using the spectrum to
meet the FCC substantial service requiremémnive are unable to complete the construction of the system so thaame
provide the service by the substahgiarvice deadline, the affected license(s) would be subject toemeval for failure to
make the substantial service showing to the FCC by the deadline.

With respect to our domestic EBS spectrum, at this time we do not plan to construct or tovasintaethird
party to construct a commercial system using the spectrum to meet the FCC substantial service reguist@aehtwe
have arranged with our EBS licensees to either (a) have the EBS licensee continue to use the spectrum to providé educationa
services in the cases where the EBS licensee is currently providing such service or (b) provide educational services on a
network that will be installed by us, at our cost, either of which option is intended to deliver educational services over th
spect um in compliance with the FCCé6s educational sabwe harb
reliance on the EBS licensees to provide the educational service may subject us to riskeoenah in the event the EBS
licensee fa# to provide the servicdn addition, if we are unable to complete the construction of the system so that the EBS
licensee can provide the service by the substantial service deadline, the affected license(s) would be subjectetwahon
for failure tomake the substantial service showing to the FCC by the deadline.

The FCCbs rules for meeting the substanti al service
in providing service. However, because the rules are subject to irggapon, the FCC has discretion in determining if the
substantial service showing is adequate to meet the rules and there is a risk that the FCC may not approve the substantia
service showing and any of our licenses that did not meet the substantie¢ sequirement would then be subject to-non
renewal.

We also have certain builout requirements internationally, and failure to make those service demonstrations
could also result in license forfeiture. For example, in Canada, our 2.3 GHz licensegbpe to migerm inuse
demonstration requirements in November of 2012 and in April of 2013.

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

With few exceptions, commercial enterprises are restricted from holding licenses for EBS spectrum. Eligibility
for EBS spectrum is limited to acciigell educational institutions, governmental organizations engaged in the formal
education of enrolled students (e.g., school districts), and nonprofit organizations whose purposes are educatioral. Access t
EBS spectrum can only be gained by commerciarerises through privatelyegotiated EBS lease agreements. FCC
regulation of EBS leases, privatgerpretation of EBS lease terms, private contractual disputes, and failure of an EBS
licensee to comply with FCC regulations all could impact our use ofdgpB&rum 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 | onger than 15 vye arydivewyaarsbegimiogirt ai n
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year 15. The right of review must afford the EBS licensee with an opportunity to review its educational use requirements in
light of changes in educational needs, technology, and other relevant factors and to obtain acceadddisnahservices,

capacity, support, and/or equipment as the parties shall agree upon in the spectrum leasing arrangement to advance the EBS
licenseebs educational mi ssion. A spectrum | eadgiong arran
accommodate changes in the EBS |Iicenseebds educational us
operations. In addition, the terms of EBS lease agreements are subject to contract interpretation and disputes colld arise wi
EBS lcensees. There can be no assurance that EBS leases will continue for the full lease 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$o hold EB
licenses, wenust 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 noarenewal @ their authorization, which would negatively impact the amount of spectrum available for our use.

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, vehgttbgect 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 reguirement
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 aenewal of a license. In general, most wireless
licensees who meet their construction and/or substantial service requirements are afforded 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, liceres 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 holdease 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 us, were due to be filed with the FCC on July 21, 2007.d\IfiM/CS renewal applications on
April 23, 2007. Under FCC Rules, licenses continue in effect during the pendency of timely file renewal applications. At
| east three parties about which we are awmaresponsmwmthe f il i ng
renewal applications we, AT&T, and perhaps others filed. The basis on which thpattydilings were made was the
alleged failure of WCS licensees to deploy service on WCS spectrum and satisfy substantial service requiremegfs by July
2007. However, on December 1, 2006, the FCC issued a waiver order extending the substantial service deadline for WCS
|l icensees to July 21, 2010. The FCCbs rules contain no p
spectrum and thFCC has not 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 wirelegsectrum we hold, lease or use.

Under applicable FCC and equivalent international rules, users of wireless spectrum must comply with technical
rules that are intended to eliminate or diminish harmful radiofrequency interference between wirelesgcasses] L
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 deices utilizing WCS, BRS and EBS spectrum may be susceptible to interference from Satellite
Digital Audio Radio Services (ASDARSO) .

Since 1997, the FCC has considered a proposal to permanently authorize terrestrial repeaters for SDARS
operations adjacemd 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 fatence to WCS, BRS and EBS receivers. The extent of the interference from
SDARS repeaters is unclear and is subject to the FCCb6s f
block licenses are adjacent to the SDARS spectrum, the pofentiaierference 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 FCCO&s e spetificatidns fa the apdratianofissch pr op o s
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 opegatietprs. 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. Final technicaldeteswisilé

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.
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Increasing regulation of theawer industry may make it difficult to deploy new towers and antenna facilities
which could adversely affect the value of certain of our wireless spectrum assets.

The FCC, together with the FAA, regulates tower marking and lighting. In addition, tons&rwdion and
deployment of antenna facilities is impacted by federal, state and local statutes addressing zoning, environmental protection
and historic preservation.

The FCC adopted significant changes to its rules governing historic preservationoéwiew 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 compliancenaf facities
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 ragigireme
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 th272800Hz
radiofrequencyand, 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.

Item 1B. Unresolved Staff Comments.
None.

Item 2. Properties.

We are hedquartered in San Diego, California. We currently occupy the indicated square footage in the owned
and leased facilities described below:

Number

of Buildings Location Status Total Square Footage Primary Use

4 United States Leased 44,26 Administrative, finance and legal offices,
research and development, and sales and
marketing.

4 Europe Leased 19,04 Administrative offices, research and developn
and sales andharketing.

2 Asia Leased 9,191 Administrative offices, research and
development, sales and marketing, service
functions and network operating centers.

2 Latin America Leased 2,63¢ Administrative offies, sales and marketing,
service functions, manufacturing and network
operating centers.

1 United States Owned 30,00 Warehouse (currently held for sale).

Total square footage 10513¢

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

On September 16, 2008, a putative class action | aws
All OthersSimibr I 'y Si tuated, Pl aintiff, v. Next Wave Wireless | nc
the Southern District of California against us and certain of our officers. The suit alleges that the defendants made false a
misleading stiements and/or omissions in violation of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and
Rulel0b5 promul gated thereunder. The suit seeks unspecified
equitable or other reliefn behalf of a purported class of purchasers of our common stock during the period from March 30,
2007 to August 7, 2008. A second putative class action |
was filed on October 21, 2008 &dfing the same claims on behalf of purchasers of our common stock during an extended
class period, between November 27, 2006 through August 7, 2008. On February 24, 2009, the Court issued an Order
consolidating the two cases and appointing a lead plamtifuant to the Private Securities Litigation Reform Act. On May
15, 2009, the lead plaintiff filed an Amended Complaint, and on June 29, 2009, we filed a Motion to Dismiss that Amended
Complaint. On March 5, 2010, the Court granted our Motion to Diswitbeut prejudice and permitted the lead plaintiff 21
days from the date of the Order to file an Amended Compl@ntMarch 26, 2010, the lead plaintiff filed a Second
Amended Consolidated Complaint. NextWave intends to file a Motion to Dismiss in sesfman at this time there can be no
assurance as to the ultimate outcome of this litigation.

We were notified on July 11, 2008 that the former stockholders of GO Networks filed a demand for arbitration in
connection with the February 2008 milestonethiemdemand, the stockholder representative claimed that we owed
compensation to the former stockholders of GO Networks on the basis of GO Networks purportedly having partially
achieved the February 2008 milestone under the acquisition agreement. Thelderaldpresentative sought damages of
$10.4 million. Further, on December 5, 2008, the stockholder representative amended his demand and added claims
pertaining to the August 2008 milestone. In the claims, the stockholder representative asserted hemolagm, that we
acted in bad faith in a manner that prevented the achievement of the milestone, and he sought damages of $12.8 million in
connection with these additional claims. We disputed that the February 2008 milestone has been met and denied any
wrongdoing with respect to the August 2008 milestone. In September 2009, the parties executed a settlement agreement and
filed a notice dismissing the matter with prejudi€@n October 5, 2009, the American Arbitration Association closed its file
on the natter.

We are also currently involved in other legal proceedings in the ordinary course of our business operations. We
estimate the range of liability related to pending litigation where the amount and range of loss can be estimated. We record
our best stimate 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 becoras available, we assess the potential liability related to our pending litigation and revise our estimates. As
of January 2, 2010, other than the matters described above, we have not recorded any significant accruals for contingent
liabilities associated ith 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 to our estimate of the potential liability cizlijd mater
impact future rests of operations.

| tem 4. (Removed and Reserved).

PART Il

Il tem 5. Mar ket for Registrantés Common Equity; Rel ated S
Securities.

The principal market for our common stock is the NASDAQ Global Markewlich it began trading in the
first quarter of 2007.

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 stock as reported by The NASE)@al Market, as applicable, for each quarterly period

in 2009 and 2008. Our common stock was listed on The NASDAQ Global Market, beginning on January 3, 2007 under the
symbol AWAVE, 0 where it continues to trade.
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High Low

20009:

Fourth Quarter $ 1.0¢ $ 0.4C
Third Quarter 1.4t 0.3C
Second Quarter 0.72 0.12
First Quarter 0.3¢ 0.0¢
2008:

Fourth Quarter $ 0.6 $ 0.0¢
Third Quarter 4,04 4,62
Second Quarter 7.1 4,1k
First Quarter 5.91 4.4¢

On October 7, 2008, we received a Staff Deficiency Letter from NASDAQ notifying us that we were not in
compliance with NASDAQO6s MaRukeghtcausathe elosRagbidericéfdr 5ud Comingn Btpck o r
had, for the preceding 30 consecutive business days, closed below the minimum $1.00 per share requirement for continued
listing. In accordance with NASDAQ Marketplace Rule 5810(c)(3)(A), we wendged a period of 180 calendar days to
regain compliance. On October 16, 2008, NASDAQ announced that they had suspended the enforcement of the Rule until
January 19, 2009, and as a result, the period during which we had to regain compises¢ended tduly 10, 2009. On
July 15, 2009, NASDAQ announced that they had determined to continue the temporary suspension of the Rule until July 31,
2009, and as a result, the period during which we had to regain complias@xtended to January 21, 2010. On dgnu
22, 2010, we received a Staff Determination letter from the Listing Qualifications Department of NASDAQ indicating that
our common stock would be subject to delisting from The NASDAQ Global Market becauseafmphance with the
Rule, unlessweregust ed a hearing before a NASDAQ Listing Qualific
January 29, 2010We requested a hearing on the matter and such hearing occurred on February ZBn 2045zh 26,

2010, the Panel granted our reqdestcontinued listing, subject to the conditions that on or before May 1, 2010, we must
inform the Panel that we have filed a proxy statement for our annual meeting of stockholders including a vote on a reverse
stock split in a ratio sufficient to meet t#&.00 per share requirement for continued listing and on or before July 21, 2010,
we must have evidenced a closing bid price of $1.00 or more for a minimum of ten prior consecutive tradifg\aagee

unable to meet these exception requirementR #mel will issue a final determination to delist and suspend trading of our
common stock.

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 Purah@gyreements governing our Senior Notes, Second Lien Notes and Third Lien Notes, we
are restricted from paying dividends and making distributions to holders of our capital stock. In the event we are fgermitted
pay a dividend on our common stock, the pagimof 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 byBoard.

For additional information on payment of and restrictions on dividends, please also refer to our audited
consolidated financial statements and the notes thereto included elsewhere in this Annual Report.

Repurchases of Common Stock
We did notrepurchase any of our common stock during the fiscal year ended January 2, 2010.
Holders

As of February 28, 2010, there were 1,032 holders of record of our common stock.

Certain provisions in our Amended and Restated Certificate of Incorporatidytawis may 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 cammittercicoysent
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 air Board
Directors are filled only through a majority vote of the Board of Directors, and directors and officers are indemnifstd again
losses that they may incur in investigations and legal proceedings resulting from their services to us, including imnconnect
with takeover defense measures.
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Securities Authorized for Issuance Under Equity Compensation Plans

We granted options exercisable to purchase 15,419,632 shares of common stock through 400 stock option

awards under all of our compensation plansrdyuthe fiscal year ended January 2, 2010.

Information about our equity compensation plans at January 2, 2010 is as follows:

Equity Compensation Plan Information

Number of Number of
Securities to be securities
issued upon remaining
exercise of available for
outstanding Weighted Average  future issuance
options, exercise price of under equity
warrants and outstanding options compensation
Plan Category rights warrants and rights plans
Equity compensation plans approved by security holdérs (1 17,84496 $ 1.9 518,53
Equity compensation plans not approved by security holders 3,397,25 $ 6.14 9,770,00!
Total 2124222 % 2.62 10,288,53

)

In June 2006, NextWave Wireless LLC unit holders approvedi@idmiJnits (approximately 3,333,333 shares of our
common stock) issuable upon the exercise of options to be granted pursuant to the NextWave Wireless LLC 2005 Uni
i2005 Un iThesem&ring Wdnits) issuable pursuant to the 2005 Units Wéaie approved by the Bankruptcy Court in
April 2005 in connection with the plan of reorganization of NextWave Telecom, Inc. and its subsidiaries, including Nexi
Wireless LLC.On November 13, 2006, NextWave Wireless LLC merged with and into NextWaeée¥¢ Inc, and the 2005
Units Plan was assumed by NextWave Wireless Inc., becoming the 2005 Stock Incentiire &nof 2007, NextWave
Wireless Inc. shareholders approved an amendment to the 2005 Stock Incentive Plan to increase the numbef cbsimace
stock available for issuance from 12,500,000 to 27,500,085, 15,333,333 shares of our common stock issued or availa
issuance pursuant to grants under the 2005 Stock Incentive Plan have been approved by stockholders.

(2)
The remaning 9,166,666 shares of common stock issuable pursuant to the grant of options under the 2005 Stock |
Plan were approved in April 2005 by the Bankruptcy Court in connection with the plan of reorganization as describ&te
2005 Stock Incente Plan provides for the issuance of nonqualified stock options, or restricted, perfobaaadebonus,
phantom or other stoelkiased awards to directors, employees and consultants of NextWave. Thus, 9,166,666 shares of
common stock issued or availaldbr issuance pursuant to grants under the 2005 Stock Incentive Plan have not been ap
shareholders.

In July 2005, NextWave acquired PacketVideo Corporation, which became our-whaolgd subsidiary
following the closing of the acquisitiorin August 2005, the Board of Directors of PacketVideo Corporation adopted
the PacketVideo Corporation 2005 Equity Incentive Pl an
PacketVideo Corporationvere authorized to receive up to 1,375,000 shaf our common stock upon the exercise of
stock options and similar rights (after giving effect to the conversion described bdlba/PacketVideo Plan was
subsequently amended on two occasions to increase the aggregate number of authorized $bimlesf th, 833,333
shares of our common stock. Pursuant to the terms of the PacketVideo Plan, on January 3, 2007, when we listed our
common stock on the Nasdaq Global Market, each outstanding option, exercised or not, under the PacketVideo Plan was
automaically converted from an option or other award to purchase PacketVideo common stock into an option or other
award to purchase shares of NextWave common stbk.PacketVideo Plan was not approved by our stockholders.

Under the NASDAQ Marketplace Ruldisted issuers are permitted to grant compensatory equity to new
employees for the purpose of inducing such persons to enter into an employment relationship with the issuer without
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stockholder approvalThe 2007 New Employee Stock Incentive Plan desdritelow was adopted by NextWave
without stockholder approval pursuant to the inducement exemption.

In February 2007, NextWave adopted the 2007 New Employee Stock Incentive Plan to offer shares of NextWave

common stock for equity awards to our new haed the new hires of our subsidiaries, including new employees who
have joined us in connection with acquisitiorf$ie 2007 New Employee Stock Incentive Plan is administered by the
Compensation Committee of the Board of Directors of NextWave, and prdordie grant of up to 2,500,000 shares

of NextWave common stock to our new hires as compensatory equity aimed at inducing such persons to enter into an
employment relationship with ughis plan was then amended to provide up to 5,000,000 shares @¥a&lextommon

stock to our new hires.

As of January 2, 2010, options to acquire a total of 112,982 shares of common stock are issued and outstanding

under the 2007 New Employee Stock Incentive Plan, leaving 4,887,018 options available for future graheyide.

Item 6. Selected Financial Data.

Not applicable.

Item 7. Managemento6é6s Discussion and Analysis of Financi

In addition to historical information, the following discussion contains ford@oling satements that are subject

to risks and uncertainties. Our actual results could differ substantially from those anticipated by such dokiagd

information due to a number of factors, including but not limited to risks described in the section RigklEdctors 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 elsewhere in this Annual Report.

We operate on 82-53 week fiscal year ending on the Saturday nearest to December 31 of the current calendar year

or the following calendar yeaNormally, each fiscal year consists of 52 weeks, but every five or six years the fiscal year
consists of 53 weeks. Fiscalare2009 is a 53veek year ending January 2, 2010 and fiscal year 2008 is\e®R year
ending on December 27, 2008.

OVERVIEW

2009 Highlights

e Our revenues from continuing operations from our mobile multimedia segment for 2009 totaled $60n2comtiwared 1

$63.0 million for 2008.

e During 2009 and 2008, we completed sales of certain of our owned AWS spectrum licenses in the United Stal
parties for net proceeds, after deducting direct and incremental selling costs, of $26.4 anilli®145.5 million, ar
recognized net gains on the sales of $2.7 million and $70.3 million, respectively. The net proceeds from the sal
after July 15, 2009 were used to redeem a portion of the Senior Notes at a redemption price of 10p¥noipdleamour
thereof plus accrued interest and net proceeds received prior to July 16, 2009 were used to redeem a portion ¢

Notes at a redemption price of 105% of the principal amount thereof plus accrued interest.

e During 2009 we issued additional Second Lien Notes
principal amount of $15.0 million, on the same financial and other terms applicable to our existing Second Lien M
Second Lien laremental Notes were issued with an original issuance discount of 5% resulting in gross proceed:
million. After payment of transaction related expenses, we received net proceeds of $13.5 million to be usec
connection with the ordinary aose operations of our business and not for any acquisition of assets or businesse:

uses.

e During 2009 we sold a 35% noncontrolling interest in our PacketVideo subsidiary to NTT DOCOMO, Inc. ("DOCO
customer of PacketVideo, for $45.5 million. The net proceeds from this transaction were used in July 2009 to
portion of the SenioNotes at a redemption price of 105% of the principal amount thereof plus accrued interest.

e During 2009 we sold certain of our owned Semiconductor business patents and patent applicatid@tingyia Canadi:
intellectual property company, for @ash payment of $2.5 million and recognized $2.5 million as a gain from bt

divestitures during 2009.

o During 2009 we sold the remaining noncontrolling interest in our IPWireless subsidiary and recognized a $1.0 m

from business divestires.
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e During the fourth quarter of 2009 we initiated bankruptcy liquidation proceedings for WiMAX Telecom GmbH, the
company for our discontinued WiMAX Telecom business in Austria and Croatia, to provide an orderly proces
discontinuane of operations and to advance our divestiture and cost reduction strategy.

e I n November 2009, we sold the majority of the asset
I nquam Hol di ng GmbH (il ld@any formad by thedorrher managiegdirettor af IBG,lairete
party, for a nominal amount and recognized a $21.4 million net loss from business divedtita@mection with the sale
we entered into an earn out agreement with IHG that providesjongnt to us upon the occurrence of specified liquidit
events, which include the sale, lease or contribution of assets to certain third parties, or distribution of profité eqsiay
in IHG. We will continue to receive earn out payments until estian of all specified liquidity events.

Our Business and Operating Segments

NextWave Wireless Inc. is a holding company for mobile multimedia businesses and a significant wireless
spectrum portfolio. As a result of our global restructuring initiatoug continuing operations are focused on two key
segments: Multimedia, consisting of the operations of our 65% owned subsidiary PacketVideo, and Strategic Initiatives,
focused on the management of our wireless spectrum interests.

In the second half 008, we commenced the implementation of our global restructuring initiative in an effort to
reduce our working capital requirements, narrow our business focus and reorganize our operating units. Key results of this
initiative include an approximately 538éduction in our global workforce, the divestiture of our IPWireless network
infrastructure business, the discontinuation of operations at our GO Networks, Cygnus, Global Services and NextWave
Networks Products Support infrastructure businesses and oicdeiuctor business, and the closure of several facilities
throughout the world. In July 2009, we sold our owned Semiconductor business patents and patent applicatloans to Wi
Inc., a Canadian intellectual property company for $2.5 million.

In November2009, we sold the majority of the assets and liabilities of IBG to IHG, a new limited liability company
formed by the former managing director of IBG, a related party, for a nominal amount and recognized a $21.4 million net
loss from business divestitureb connection with the sale in November 2009, we entered into various ancillary transitional
agreements with IHG, none of which are material toWgon closing of the sale, we have no remaining obligations to
provide financing to support the ongoingevations of IHG.Also, in connection with the sale, we entered into an earn out
agreement with IHG that provides for payments to us upon the occurrence of specified liquidity events, which include the
sale, lease or contribution of assets to certaid tharties, or distribution of profits or sale of equity in IH&e will
continue to receive earn out payments until exhaustion of all specified liquidity events.

Multimedia Segment

PacketVideo was founded in 1998 and supplies multimedia softwareand/ss ces t o many of t he
net work operators and wireless handset manufacturers. Th
and video services on mobile handsets, generally under their own brands. To date, over 3bPaniiétVidegpowered
handsets have been shipped worl dwi de. Packet Video has be
Orange, DOCOMO, Rogers Wireless, TeliaSonera, TELUS Mobility, and Verizon Wireless to design and implement the
embelded multi media software capabilities contained in the

all network technologies including CDMA, GSM, WIMAX, LTE and WCDMA.

As mobile platforms evolve, PacketVideo continues to provide otteedéading multimedia solutions.

PacketVideo is one of the original founding members of t
OpenCORE platform serves as the multimedia solatfoomamae subs
similar vein, Packet Video has been recognized for its su
believe that by supporting the efforts of the OHA and Li

suite of enhanced software applications to Android and LiIMO application developers.

In addition, since 2006 PacketVideo has offered software products for use on PCs, consumer electronics and other
devices in the home. We believe that media consumptitimei home and media consumption on mobile handsets is
converging. PacketVideobés TwonkyMedia product | ine is de
development and acquisition of a wide range of technologies and capatuiljies/ide its customers with software solutions
to enable home/office digital media convergence using communication protocols standardized by the Digital Living Network
Alliance. The TwonkyMedia suite of products that provide for content search, discovgapization and content
delivery/sharing amongst consumer electronics products connected to an Internet estedaietwork. This powerful
platform is designed to provide an enhanced user experience by intelligently responding to user prefeeehoesbatent
type,daypart, and content storage | ocation. I n addition, Pac
solutions, already in use by many wireless carriers globally, represent a key enabler of digital media convergence by
preventng the unauthorized access or duplication of multimedia content used or shared by Paclketstidied devices.
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Additionally, PacketVideo is one of the largest suppliers of Microsoft DRM technologies for the wireless market today.

Although we believethd# ac ket Vi deods products are advantageous a
PacketVideobébs business | argely depends upon volume based
global markets has affected consumer spending habits. Pagketeié s cust omers and distributi
telecommunications companies and consumer electronics device manufacturers, are not immune to such uncertain and
adverse market conditions. PacketVideo relies on these partners as distribution avenues féopeddensucts.

Additionally, competitive pressures may cause further price wars in an effort to win or sustain business which will have an
effect on overall margins and projections. If economic conditions continue to deteriorate, this may resulttimaiower

expected sales volumes, resulting in lower revenue, gross margins, and opecatimg In July 2009, a subsidiary of

DOCOMO purchased a 35% noncontrolling interest in our PacketVideo subsidiary. Pursuant to the definitive agreements,
DOCOMO was grated certain rights in the event of future transfers of PacketVideo stock or assets, preemptive rights in the
event of certain issuances of PacketVideo stock, and a call option exercisable under certain conditions to purchase the
remaining shares of Packeto at an appraised value. In addition, DOCOMO will have certain governance and consent
rights applicable to the operations of PacketVideo. DOCOMO has expressed its intent to exercise its call option and the
parties are currently in discussions conceritirggvaluation for our remaining PacketVideo sha@©COMO will have an
opportunity to determine whether it wishes to proceed with its exercise of the call option following the determination of a
valuation for our sharedAt this time, therecanbenss ur ance as to the valwuation that
ultimate decision to exercise its call option.

Strategic Initiatives Segment

Our strategic initiatives business segment is engaged in the management of our global wireless speictgsm ho
Our total domestic spectrum holdings consist of approximately ten billion MHz pifiptlsy e s ence (APOPs Q) , C
approximately 215.9 million total POPs, with 106.9 million POPs covered by 20 MHz or more of spectrum, and an additional
90.6 million POPs covered by at least 10 MHz of spectrum. In addition, a number of markets, including much of the New
York City metropolitan region, are covered by 30 MHz or more of spectrum. Our domestic spectrum resides in the 2.3 GHz
Wireless Communication Servee ( AiWCSo0), 2.5 GHz Broadband Radi o Service
(AEBSO), and 1.7/2.1 GHz Advanced Wireless Service (AAWS
suitable to support higbapacity, mobile broadband sergs.

Our international spectrum held for continuing operations include 2.3 GHz licenses in Canada, covering 15 million
POPs.

We continue to pursue the sale of our wireless spectrum holdings and any sale or transfer of the ownership of our
wireless specum holdings is subject to regulatory approval. We expect that we will be required to successfully monetize
most of our wireless spectrum assets in order to retire our debt.

During 2009, we completed the sale of certain of our owned AWS spectrum $iédertee United States to third
parties for net proceeds, after deducting direct and incremental selling costs, of $26.4 million, and recognized néhgains on
sales of $2.7 million. The net proceeds from the sales received after July 15, 2009 wéveeseem a portion of the
Senior Notes at a redemption price of 102% of the principal amount thereof plus accrued interest and net proceeds received
prior to July 16, 2009 were used to redeem a portion of the Senior Notes at a redemption price ofth@5¥naipal
amount thereof plus accrued interest.

To date, we have realized a positive return on the sale of the majority of our domestic AWS spectrum licenses.
However, there can be no assurance that we will realize a similar return upon the salefaining wireless spectrum
holdings. The sale price of our wireless spectrum assets will be impacted by, among other things:

e the FCCb6bs final resolution of ongoing proceedi ngur
WCS spectrum licenses;

o the timing and associated costs of build out or substantial service requirements attached to our domestic and i
spectrum licenses, where a failure to comply with these requirements could result in licenseeprfei

o timing of closure of potential sales, in particular if it is necessary to accelerate the planned sale of certain ofuu
licenses in order to meet debt payment obligations;

o worldwide economic conditions which we believe have emslely affected manufacturers of telecommunica
equipment and technology and led to a delay in global network deployments; and
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e availability of capital for prospective spectrum buyers, which has been negatively impacted by the downturndiit
and financial markets.

As we have previously disclosed, our efforts to sell our wireless spectrum holdings on favorable terms has been
delayed by current market conditions, as well as regulatory and other market activities involving potentiaiNergees
continuing to have discussions with numerous parties who have expressed interest in our various spectrum assets. However,
we believe that adverse economic conditions continue to affect potential purchasers of our wireless spectrum, and there can
be no assurance as to the timing of further spectrum sales or the sales prices that will be attained.

Discontinued Operations

The results of operations of our GO Networks, IPWireless and Cygnus subsidiaries, and our Global Services and
NextWave NetworkProduct Support strategic business units, our Semiconductor segment and our WiMAX Telecom, Inquam
and South American businesses, have been reported as discontinued operations in the consolidated financial statements for al
periods presented, prior to saledissolution of the respective business.

Our discontinued international spectrum holdings include nationwide 3.5 GHz licenses in Slovakia and
Switzerland; a nationwide 2.0 GHz license in Norway; and 2.5 GHz licenses in Argentina and Chile, cglieatieehg
130 million POPs.

In November 2009, we sold certain of our assets, including nationwide 3.5 GHz licenses in Germany, held by our
Inquam Broadband GmbH subsidiary.

In October 2009, the Board of Directors of WiMAX Telecom GmbH, the holdingpcanmy f or Ne xt Wa v e ¢
discontinued WiMAX Telecom business in Austria and Croatia, filed an insolvency proceeding in Austria in accordance with
local law to permit the orderly wirdown of such entity. The court in Austria has entered an order appointing an
administrator to manage the insolvency of WiMAX Telecom GmbH. As a result of the appointment of the administrator,
NextWave no longer controls WiMAX Telecom GmbH and its subsidiaries and will not receive any proceeds from the assets
of the WIMAX entities. extWave has obtained a waiver of events of default resulting from the insolvency filing under its
Senior 7% Senior Secured Not e-SubardinatedZS6clr®d Séconld kien iN@es due 8010 N o t
(the ASecond LienSNbtoesd naarerd BRicud edi €mnverti bl e Notes
including a rescission of the acceleration of maturity triggered as a result of such filing. Upon acceptance by theteourts of
bankruptcy petitions for our network infrastructimesinesses in Israel, Canada and Denmark in the fourth quarter of 2008, a
courtappointed trustee assumed control over the assets and liabilities with the intent of liquidating the assets for the benefit
of the creditors. Accordingly, we deconsolidatedsthsix subsidiaries and no longer include their results of operations or
financial position in our consolidated financial statements on a prospective basis.

On December 24, 2008, we sold a controlling interest in our IPWireless subsidiary, deconsiiidatelbss upon
closing of the sale and no longer include the results of operations or financial position of IPWireless in our consolidated
financial statement on a prospective basis.

During the second half of 2008 we shut down the operations of olM&h@orks and Cygnus subsidiaries and our
Global Services and NextWave Network Support strategic business units.

RESULTS OF OPERATIONS

The results of operations of our Networks segment, which includes our GO Networks, IPWireless and Cygnus
subsidiariesand our Global Services and NextWave Network Product Support strategic business units, our Semiconductor
segment and our WiMAX Telecom, Inquam and South American businesses, have been reported as discontinued operations
in the consolidated financial statems for all periods presented.

Comparison of Our Fiscal Year Ended January 2, 2010 (Fis
2008- Continuing Operations

Revenues
Years Ended
January 2, December Z, Increase
(in millions) 2010 2008 (Decrease)
Revenues $ 50.7 $ 63.C $ (12.9)
Revenue$ related party 9.t o) 9.t
Total revenues $ 60.: $ 63.C $ (2.9)

40 | NextWave 2009



Total revenues from continuing operations for 2009 were $60.2 milliocompared to $63.0 million for 2008, a
decrease of $2.8 million. Total revenues for both periods primarily consist of revenues generated by our Multimedia segment.
The decrease in revenues was attributable to an acceleration of $7.1 million in reveimge®008 resulting from a change
in contract terms and cancellation of a renurring development project, a decrease in revenues of $1.0 million attributable
to other norrecurring business and a decrease in revenues of $4.8 million relating to steenaucancellations. The
decrease in revenues from 2008 was partially offset by increase@cumning technology development revenues of $5.8
million primarily resulting from the receipt of final acceptance from Google on technology development gexficased
in support of the OHA in 2009, an increase of $2.1 million in revenues associated with a technology collaboration agreement
with DOCOMO, $2.0 million in revenues from the sale of p
and an increase of $0.2 million in royalty revenues during 2009 resulting from an increase in unit sales of mobile subscribers,
wireless operators and device manufacturers.

Rel ated party revenues represent sylteBDOCOMOf@ versi on
installation into DOCOMO handset models. In July 2009, DOCOMO became a related party when its subsidiary purchased a
35% noncontrolling interest in our PacketVideo subsidiary.

Sales to three Multimedia customers, Verizon Wireless, DOO@id Google, accounted for 37%, 23%, and
10%, respectively, of our total revenues from continuing operations during 2009. Sales to Google primarily represent the
completion of technology development deliverables in support of the OHA. We do not antiequagrizing significant
revenues associated with transactions with Google in future quarters. Sales to three Multimedia customers, Verizon Wireless,
DOCOMO and Sony Ericsson, accounted for 38%, 17%, and 14%, respectively, of our total revenues framgontin
operations during 2008.

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, softwareusdppo
maintenance and wireless broadband products.

Operating Expenses
Years Ended

January 2, December 27, Increase

(in millions) 2010 2008 (Decrease)
Cost of revenues $ 217 $ 18.6 $ 2.¢
Cost of revenues relatedparty 0.t o} 0.t
Engineering, research and development 21.¢ 27.¢ (5.9
Sales and marketing 8.8 12.¢ (3.9
General and administrative 44t 62.2 17.%)
Asset impairment charges 9.€ 6.8 2.&
Restructuring charges 3.E 7.€ (3.9

Total operating expenses $ 1106 $ 1356 $ (25.0

Cost of Revenues

Total cost of revenues from continuing operations as a percentage of the associated rev2@0@svas 37%, as
compared to 30% for 2008. The decrease in gross margin during 2009 reflects the recognition of relatively high margin
revenue for Sony Ericsson during 2008 which did not recur in 2009. Additionally, certain upfront and estimated tsture cos
related to new products were recognized in 2009 which lowered overall gross margins, however we ultimately expect gross
margins on these products to improve as they mature beyond their initial phases. This decrease in gross margin was partially
offset by $0.5 million increase in royalty revenues, which have minimal associated cost of revenues.

Total cost of revenues from continuing operations, which consists entirely of cost of revenues generated by our
Multimedia segment, primarily includes direct amegring labor expenses, allocated overhead costs, costs associated with
offshore contract labor costs, other direct costs related to the execution of technology development contracts andramortizati
of purchased intangible assets.

Included in total casof revenues during 2009 and 2008 is $2.9 million and $3.1 million of amortization of
purchased intangible assets. Also included in total cost of revenues during 2009 and 2008 is $0.9 million and $0.4 million,
respectively, of sharbased compensation exyse.

We believe that total cost of revenues as a percentage of revenue for future periods will be affected by, among other
things, sales volumes, competitive conditions, product mix, changes in average selling prices, and our ability to make
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productivity improvements through continual cost reduction programs.
Engineering, Research and Development

The $5.9 million decrease in engineering, research and development expenses during 2009, as compared to 2008, is
attributable primarily to a $2.8 million deease in third party contract expenses and other operating expenses of our
Multimedia segment resulting from cost reduction efforts during 2009, and reductions in our engineering, research and
development expenses resulting from the global restructunitigtive we implemented in the second half of 2008, which
included reductions in workforce and certain overhead and discretionary costs. The compensation related costs incurred in
relation to the employees terminated in connection with the restructuangcduded in restructuring charges.

Included in engineering, research and development expenses during each of 2009 and 2008 is $1.2 millien of share
based compensation expense.

Sales and Marketing

The $3.8 million decrease in sales and marketiqgeses from continuing operations during 2009, as compared to
2008, is primarily attributable to a $2.1 million decrease in the sales and marketing expenses of our Multimedia segment as a
result of cost reduction actions implemented in the first quart2d@® and a $1.7 million decrease in our marketing
expenses resulting from the global restructuring initiative we implemented in the second half of 2008, which included
reductions in workforce and certain overhead and discretionary costs. The compeatatedrcosts incurred in relation to
the employees terminated in connection with the restructuring are included in restructuring charges.

Included in sales and marketing expenses during each of 2009 and 2008 is $1.1 million of amortization of
purchasedntangible assets. Also included in sales and marketing expenses during each of 2009 and 2008 is $0.3 million of
sharebased compensation expense.

General and Administrative

Of the $17.7 million decrease in general and administrative expenses franut@nbperations during 2009, as
compared to 2008, $19.9 million is attributable primarily to the cost reductions resulting from the global restructuring
initiative we implemented in the second half of 2008, which included reductions in workforce aial ceerthead and
discretionary costs, and the closure of certain facilitiése costs incurred in connection with our global restructuring
initiative, including compensation related costs incurred related to terminated employees, costs incurred veledéstit
leased facilities and other restructuring related costs, are included in restructuring charges. This decrease walggartially o
by a $2.2 million arbitration settlement expensed during 2009 that was paid in October 2009 through the is2&ance of
million shares of our common stock to the former shareholders of GO Networks.

Included in general and administrative expenses during 2009 and 2008 is $7.7 million and $7.4 million,
respectively, of amortization of finilived wireless spectrum lioses and $0.3 million and $0.5 million, respectively, of
amortization of purchased intangible assets. Also included in general and administrative expenses during 2009 and 2008 is
$3.0 million and $3.2 million, respectively, of shdr@sed compensation expe.

Asset Impairment Charges

Through our continued efforts to sell our remaining AWS domestic wireless spectrum licenses during 2009, we
determined that the carrying value of these spectrum licenses exceeded their fair value based primarilyceivbdlamd
negotiations with third parties regarding the sale of these licenses. Accordingly, during 2009, wdowrotbe carrying
value of our domestic AWS spectrum licenses to their estimated fair value and recognized an asset impairment cHarge of $9.
million.

Additionally, during 2009, we recognized an asset impairment charge of $0.2 million related to certiretbng
and prepaid assets utilized by our corporate administration functions.

During 2008, we recognized an asset impairment char§jé.8fmillion primarily related to leasehold
improvements at vacated leased facilities.

We may incur additional asset impairment charges in the future as we continue to implement asset divestiture
actions.

Restructuring Charges
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In connection with thémplementation of our global restructuring initiative, during 2009, our corporate support
function incurred $0.3 million in employee termination costs, $0.9 million in lease abandonment and related facility closure
costs and $2.6 million of legal and adistrative costs related to the divestiture and closure of discontinued businesses.

During 2008, our continuing operations terminated 55 employees worldwide and vacated four leased fAsilities.
a result, our continuing operations incurred $1.8 milliloemployee termination costs, $1.6 million in lease liability and
related facility closure costs and $4.2 million in other related costs, including contract termination costs, selling costs a
legal fees.

Gain on Sale of Wireless Spectrum Licenses

During 2009 and 2008, we completed sales of certain of our owned AWS spectrum licenses in the United States to
third parties for net proceeds, after deducting direct and incremental selling costs, of $26.4 million and $145.5 whillion, an
recognized net gainon the sales of $2.7 million and $70.3 million, respectively.

Interest Income

Interest income from continuing operations during 2009 was $0.5 million, as compared to $3.0 million during 2008,
a decrease of $2.5 million resulting from the declineununrestricted cash and cash equivalents balances held by
continuing operations during 2009.

Interest income in the future will be affected by changes in-$bort interest rates and changes in our cash and
cash equivalents balances, which may be nadligrmpacted by divestitures and other financial activities.

Interest Expense

Interest expense from continuing operations during 2009 was $164.2 million, as compared to $99.3 million during
2008, an increase of $64.9 million. The increase is priynatitibutable to $26.9 million of interest expense and interest
accretion of the debt discount and issuance costs related to our Second Lien Notes, which were issued in October 2008, and
$71.7 million in interest expense and interest accretion of thedisglutunt related to our Third Lien Notes, which were
issued in October 2008, partially offset by $22.9 million in lower interest expense related to our Senior Notes resulting fro
redemptions of the Senior Notes since the fourth quarter of 2008 usipgpteeds from sales of wireless spectrum licenses
and $10.5 million which is attributable to consent fees paid during 2008 to withdraw $75.0 million from the cash reserve
account related to our Senior Notes.

Interest expense from continuing operation vé impacted over the next twelve months by increased interest
rates on our Senior Notes, Second Lien Notes and Third Lien Notes as well as the timing and amount of redemptions of our
Senior Notes using the proceeds from asset sales and other finaticigés.

Other Income and Expense, Net

Other expense, net, from continuing operations during 2009 was $8.7 million, as compared to $2.3 million during
2008, an increase of $6.4 million. The increase in net expense reflects primarily changestimaétedetir value of our
embedded derivatives of $5.0 million and higher net foreign currency exchange losses of $1.3 million.

Income Tax Benefit

During 2009 and 2008 substantially all of our U.S. subsidiaries had net losses for tax purposeseform, ther
material income tax provision or benefit was recognized for these subsidiaries. Certain of our controlled foreign cerporation
had net income for tax purposes based on cost sharing and transfer pricing arrangements with our United Staties subsidia
in relation to research and development expenses incurred.

Our effective income tax rate for continuing operations during 2009 was (0.1)% resulting in a $0.1 million income
tax benefit, on our preax loss of $220.3 million, The net income tax béransists of a $1.1 million benefit from the
change in the effective income tax rate on the deferred tax liabilities associated with indefinite life intangible gsslbts, pa
offset by a provision of $0.7 million that was primarily related to inccames of certain controlled foreign corporations and
a provision of $0.3 million that was related to foreign withholding tax on royalty payments received from our PacketVideo
customers.

Our effective income tax rate for continuing operations for 2008(w8&3% resulting in a $1.8 million income tax
benefit on our préax loss of $101.2 million. The income tax benefit consists of a $2.4 million benefit from the change in the
effective income tax rate on the deferred tax liabilities associated with irdéfiied intangible assets and a $0.1 million tax
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benefit related to foreign withholding tax on royalty payments received from our PacketVideo customers, partially offset by
income taxes related to our controlled foreign corporations $0.7 million.

Noncortrolling Interest

On July 2, 2009, we sold a 35% noncontrolling interest in our PacketVideo subsidiary to DOCOMO, a customer of
PacketVideo.During 2009, the net loss from continuing operations attributed to the noncontrolling interest in our subsidiary
totaled $0.1 million and represents DOCOMO6s share of Pa

Segment Results

Our two continuing reportable segments are Multimedia and Strategic Initiatives. As described elsewhere, as a
result of the implementatioof our global restructuring initiative in 2008, we have divested our Networks and Semiconductor
segments, and are continuing to divest our WiMAX Telecom and South American businesses, either through sale, dissolution
or closure. Accordingly, we have repadtthe results of operations for our entire Networks and Semiconductor segments and
our WiMAX Telecom, Inquam and South American businesses, which were included in our Strategic Initiatives segment, as
discontinued operations for all periods presented.

Results for our continuing operating segments for 2009 and 2008 are as follows:

Strategic Other or
(in millions) Multimedia Initiatives Unallocated Consolidated
For the Years Ended:
January 2, 2010
Revenues from external customers $ 50.7 $ o $ o $ 50.7
Revenue$ related party 9.t o} o} 9.t
Loss from operations (3.9 (10.9 (33.7) (47.9)
Significant norcash items included in lossofm
operations above:
Depreciation and amortization expense 5.7 7.7 0.5 13.¢
Sharebased compensation expense 3.€ o} 1.8 5.4
Asset impairment charges o} 9.4 0.2 9.€
Restructuring charges o} o} 3.8 3.€
December 27, 2008
Revenues from external customers $ 63.C $ o $ o $ 63.C
Income (loss) from operations (3.4) 61.t (60.7) (2.6
Significant norcash items included in loss from
operations above:
Depreciation and amortization expense 6.2 7.4 4.C 17.¢
Sharebased compensation expense 2.C o} 3.1 5.1
Asset impairment charges o} o} 6.8 6.€
Restructuring charges 0.2 o} 7.4 7.€

Multimedia

Total revenues for the Multimedia segment decreased $2.8 million during 2009, respectively, wherd toripar
same period in 2008.

The decrease in revenues was attributable to an acceleration of $7.1 million in revenues during 2008 resulting from
a change in contract terms and cancellation of araouarring development project, a decrease in reveoiugs.0 million
attributable to other nerecurring business and a decrease in revenues of $4.8 million relating to other customer
cancellations. The decrease in revenues from 2008 was patrtially offset by increasedunang technology development
revenues of $5.8 million primarily resulting from the receipt of final acceptance from Google on technology development
services performed in support of the OHA in 2009, an increase of $2.1 million in revenues associated with a technology
collaboration agreenm¢ with DOCOMO, $2.0 million in revenues from the sale of perpetual licenses to OEMs and an
increase of $0.2 million in royalty revenues during 2009 resulting from an increase in unit sales of mobile subscribers,
wireless operators and device manufacturers

Loss from operations for the Multimedia segment increased $0.4 million during 2009 and was attributable to the
decrease in revenues of $2.8 million described above, partially offset by decreases in operating expenses as a result of cost
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reduction actias implemented during of 2009.
Strategic Initiatives

Loss from operations for the Strategic Initiatives segment increased $71.9 million during 2009 when compared to
the same period in 2008. The increase during 2009 is primarily attributable to $84 mihsset impairment charges
related to certain of our domestic AWS spectrum licenses and lower net gains on our sales of wireless spectrum licenses of
$67.6 million, partially offset by lower operating expenses resulting from cost reduction actmesented in the first six
months of 2009.

Other or Unallocated

The loss from operations classified as Other or Unallocated decreased $27.0 million during 2009, and is primarily
attributable to the corporate cost reductions resulting from the glaialetiring initiative we implemented in the second
half of 2008, which included reductions in workforce and certain overhead and discretionary costs, and the closure of certain
facilities. These decreases were partially offset by a $2.2 million arbitrsgttlement paid in October 2009 through the
issuance of 2.5 million shares of our common stock to the former shareholders of GO Networks.
Comparison of Our Fiscal Year Ended January 2, 2010 (Fis
Discontinued Operations

The results of operations of our discontinued Networks and Semiconductor segments and WiMAX Telecom,
Inquam and South American businesses, which were previously in our Strategic Initiatives segment, are as follows:
Year Ended Year Ended

January 2, December 27, Increase
(in millions) 2010 2008 (Decrease)
Revenues $ 57 $ 62.2 $ (56.5)
Operating expenses:
Cost of revenues 5.& 61.¢ (56.0
Engineering, research and devaizent 2.1 116.5 (114.9
Sales and marketing 1.2 221 (21.5)
General and administrative 7.2 28.2 (21.0
Asset impairment charges 31.€ 40.2 (8.6
Restructuring charges 5.1 7.8 (2.7)
Total operating expenses 53.] 277.% (224.29)
Loss on business divestitures (22.6) (118.9) 95.¢
Loss from operations (70.0 (333.9 263.t
Other income (expense), net (0.9 0.7 (1.0
Loss before income taxes (70.9) (332.9 262.5)
Income tax benefit 0.2 2.¢ (2.7
Net loss from discontinued operations $ (70.9 $ (329.9 $ 2509 ¢
Revenues

The $56.5 million decrease in revenues froncaliginued operations during 2009 was primarily attributable to our
divestiture of our IPWireless subsidiary in December 2008.

Cost of Revenues

The $56.0 million decrease in cost of revenues from discontinued operations during 2009 was primarigbégtribut
to our divestiture of our IPWireless subsidiary and the discontinuation of operations at our GO Networks subsidiary in the
fourth quarter of 2008.

We used thireparty subcontractors to manufacture the products sold by our Networks segment andstsese
made up the substantial majority of cost of revenues.

Included in cost of revenues from discontinued operations during 2009 and 2008 is $0 and $10.2 million,
respectively, of amortization of purchased intangible assets.

Engineering, Research andevelopment
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The $114.4 million decrease in engineering, research and development expenses from discontinued operations
during 2009 is primarily attributable to our divestiture of our IPWireless subsidiary and the discontinuation of opérations a
our GO Networks subsidiary in the fourth quarter of 2008, and the shutdown of the operations of our semiconductor business
in the first quarter of 2009. The compensation related costs incurred in relation to the employees terminated in connection
with the shutdowrof our semiconductor business are included in restructuring charges.

Included in engineering, research and development expenses in 2009 and 2008 is $0 and $0.4 million, respectively,
of amortization of purchased intangible assets primarily resultimy énar acquisitions of IPWireless and GO Networks in
2007. Also included in engineering, research and development expenses in 2009 and 2008 are $34,000 and $2.5 million,
respectively, of sharbased compensation expense.

Sales and Marketing

The $21.5 nilion decrease in sales and marketing expenses from discontinued operations during 2009 is primarily
attributable our divestiture of our IPWireless subsidiary and the discontinuation of operations at our GO Networks subsidiary
in the fourth quarter of 200@&nd the shutdown of the operations of our semiconductor business in the first quarter of 2009.
The compensation related costs incurred in relation to the employees terminated in connection with the shutdown of our
semiconductor business are includedestructuring charges.

Included in sales and marketing expenses in 2009 and 2008 is $0 and $1.1 million, respectively, of amortization of
purchased intangible assets primarily resulting from our acquisitions of IPWireless, GO Networks and WiMAX Telecom in
2007. Also included in sales and marketing expenses in 2009 and 2008 is $26,000 and $1.3 million, respectively, of share
based compensation expense.

General and Administrative

The $21.0 million decrease in general and administrative expenses framtiised operations during 2009 is
primarily attributable to our divestiture of our IPWireless subsidiary and the discontinuation of operations at our GO
Networks subsidiary in the fourth quarter of 2008, lower operating expenses at our WiMAX Telecaliaspbssulting
from cost reduction actions implemented in the first quarter of 2009 and $4.3 million is attributable to lower amortization
expense resulting primarily from our classification of our wireless spectrum licenses in Europe as assetsaleldviocls,
in accordance with accounting guidance for assets while held for sale, we are no longer amortizing.

Included in general and administrative expenses in 2009 and 2008 are $1.6 million and $6.0 million, respectively,
of amortization of purchaseadtangible assets. Also included in general and administrative expenses in 2009 and 2008 is $0.4
million and $(0.1) million, respectively, of shabased compensation expense.

Asset Impairment Charges

Through our continued efforts to sell our wirelspgctrum licenses in Europe, and Chile, during 2009, we
determined that the carrying value of these spectrum licenses exceeded their fair value based primarily on bids received and
negotiations with third parties regarding the sale of these licensesdikagly, during 2009, we wrotdown the carrying
value of our wireless spectrum licenses in Europe and Chile to their estimated fair value and recognized asset impairment
charges of $25.5 million.

In connection with the implementation of our global nesturing initiative, we continue to review our lotiged
assets for impairment and, during 2009, determined that indicators of impairment were present forlivedl@asgets in our
discontinued WiMAX Telecom and semiconductor businesses. We performeghbairment assessment of these assets and
concluded that their carrying value exceeded their fair value. Accordingly, during 2009, we recognized asset impairment
charges of $4.5 million.

During 2009 we wroteff the remaining net book value of the plssed customer base intangible asset of
WIMAX Telecom as indicators of impairment existed, and, as a result of thisoffitee recognized a necash asset
impairment charge of $1.6 million during 2009.

During 2008, in connection with the implementatafrour global restructuring initiative, we reviewed the
goodwill and longlived assets of our Networks and Semiconductor segments and our WiMAX Telecom business for
impairment and determined that indicators of impairment were present for the goodavilljiliteé assets and certain other
long-lived assets. We performed an impairment assessment of these assets and concluded that the carrying value of certain of
the assets exceeded their fair value. Accordingly, during 2008, we recognized an asset imphaamertf $40.2 million
related to our discontinued operations.
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Restructuring Charges

During 2009, we incurred $4.6 million of employee termination costs, and $0.7 million in contract termination
costs related to our discontinued operations, partidiget by $0.2 million in lease abandonment credits. The employee
termination costs incurred in 2009 primarily resulted from the termination of 230 employees upon the shutdown of our
semiconductor business.

In connection with the implementation of ouolél restructuring initiative, we terminated approximately 349
employees in our Networks segment and vacated two leased facilities. Accordingly, in 2008, we incurred employee
termination costs of $6.2 million, lease abandonment charges of $0.9 millig®ahrdhillion in contract termination costs
related to our discontinued operations.

Loss on Business Divestitures

The $22.6 million net loss on business divestitures recognized during 2009 primarily relates to our sale of the
majority of the assets atidbilities of our Inquam Broadband GmbH subsidiary and the insolvency of our discontinued
WiMAX Telecom business in Austria and CroatiBhe net losses from divestiture of these businesses include $26.1 million
of asset impairment charges previously ggired during the first three quarter of 200hese losses were partially offset
by a $2.5 million gain on our sale of certain of our owned Semiconductor business patents and patent applicatlars to Wi
Inc., a Canadian intellectual property compawy,& cash payment of $2.5 million and $1.0 million in gains recognized
related to our call option grant to IPW Holdings to purchase our remaining noncontrolling interest in IPWireless Inc. and
IPW Holdings subsequent exercise of that option during 2009.

The $118.4 million loss on business divestitures recognized during 2008 relates to the losses realized upon our sale
of IPWireless and the liquidation through bankruptcy of our network infrastructure businesses in Israel, Canada and Denmark
in the fourth giarter of 2008. The loss from the divestiture of these businesses consists of $120.3 million of previously
recognized asset impairment charges and $3.7 million of previously recognized inventodownite offset by $5.6 million
from the deconsolidatioof the remaining net liabilities of the divested businesses.

Other Income (Expense), Net

Other expense, net, during 2009 increased from other income, net, of $0.7 million in 2008 to other expense, net, of
$0.3 million, an increase in expense of $1.0iam and was primarily attributable to $1.3 million in lower net foreign
currency exchange rate gains and $0.1 million in lower interest income recognized during 2009, partially offset by lower
interest expense of $0.2 million.

Income Tax Benefit

Theeffective income tax rate for discontinued operations for 2009 was (0.2)%, resulting in a $0.2 million income
tax benefit in 2009 on prax loss from discontinued operations of $70.3 million, which primarily relates to the change in the
effective incomeax rate on the deferred tax liabilities associated with indefiiviéel intangible assets.

The effective income tax rate for discontinued operations for 2008 was (0.9)%, resulting in a $2.9 million income
tax benefit in 2008 on prax loss from discomued operations of $332.8 million, which primarily relates to the change in
the effective income tax rate on the deferred tax liabilities associated with indéfiedtentangible assets.

LIQUIDITY AND CAPITAL RESOURCES

We have funded our operatigimisiness combinations, 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 proteeds
$295.0 million from the issuance of the Senior&oih July 2006, the net proceeds of $351.1 million from our issuance of
Series A Preferred Stock in March 2007 and the net proceeds of $101.0 million from our issuance of the Second Lien Notes
in October 2008 and July 2009. Our total unrestricted casbkastdequivalents held by continuing operations totaled $20.2
million at January 2, 2010. We had net working capital deficit of $8.0 million at January 2, 2010.

In an effort to reduce our future working capital requirements and in order to comply evtdriis of our Senior
Notes, Second Lien Notes and Third Lien Notes, in the second half of 2008, our Board of Directors approved the
implementation of a global restructuring initiative, pursuant to which we have divested, either through sale, dissolution o
closure, our network infrastructure businesses and our semiconductor business. We have also taken other cost reduction
actions. The actions completed as a result of our global restructuring initiative are described in more detail in Niote 1 to o
Condened Consolidated Financial Statements in Arisual Report nder t he heading fARestruct ul
Di scontinued Operations. 0
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Effective as of March 16, 201de ent ered i nto an Amendment and Limite
Wai ver 0) ementsdovemingogriSenior Notes, Second Lien Notes and Third Lien Watessiant to the
Amendment and Waiver, the maturity date of our Senior Notes was extended from July 17, 2010 to July 17, 2011, with an
additional extension to October 17, 2011 iftagn conditions are met, including the pendency of asset sales that would yield
net proceeds sufficient to repay all themstanding Senior Notesn addition, the maturity date of our Second Lien Notes
was extended from December 31, 2010 to NovembgeP@DL. As a result of the Amendment and Waiver, the interest
payable on our Senior Notes and Second Lien Notes was increased to a rate of 15% per annum and the interest payable on
our Third Lien Notes was increased to a rate of 12% per annum initfathgasing 1% per annum on each of December 31,
2010, March 30, 2011, June 30, 2011 and September 30, 2011 to a maximum &fi&ogiving effect to the Amendment
and Waiver, all Notes will receive only paymeéntkind interest for the full term of sudtotes, unless we elect to pay cash
interest, and the redemption premium on the Notes was eliminbtedldition, under the Amendment and Waiver, we will
be entitled to incur additional indebtedness under the Senior Notes up to an aggregate princigalfe#26L0 million (and
any increases due to the payment in kind of interest therddw) Amendment and Waiver reduced the requirement to
maintain a minimum cash balance from $5 million to $1 million and, after payment in full of certain designabeiNSEs
(the APriority Noteso) with an aggregate principalb5amoun
million for general working capital purposes and permitted investments, subject to reduction in the amount of any net
proceeds from the issuance of additional Senior Notes pursuant to the $25.0 million in additional financing described below.
As consideration for the Amendment and Waiver, we paid an amendment fee to each Holder through the issuance of
additional Notes unaehe applicable Note Agreements in an amount equal to 2.5% of the outstanding principal and accrued
and unpaid interest on such Holdero6s existing Notes.

I n connection with the Amendment and Waivertmenwe ent e
Lettero) with Avenue Capital Management |1, L. P., acting
Solus Core Opportunities Master Fund Ltd and its affiliates afidwastors, to provide up to $25 million in additional
financhg t hrough the purchase of addi ti on @Hete®s of th@Commitméne s ( t |
Letter provide thatve will be entitled to borrow up to $25 million in one or more borrowings after March 16, 2010 but prior
to July 31, 2010upon 10 business days notice and subject to the execution of definitive documentation substantially in the
form of the definitive agreements governing our existing indebtedigssh agreements will require us to make customary
representatives and want&s as a condition to each borrowings with the other Senior Notes, amounts outstanding under
the Senior Incremental Notes will bear interest at a rate of 15% per annum, payable in kind unless we elects to pay cash, and
will be secured by a first liean the same assets securing our Senior Notes, on a pari passuNm@msismmitment fee or
structuring fee is payable in connection with the Commitment Letter.

At January 2, 2010, our Senior Notes, having an aggregate principal amount of $168.3wiillwature in July
2011, and our Second Lien Notes, having an aggregate principal amount of approximately $140.8 million will mature in
November 2011. In addition, our Third Lien Notes, having an aggregate principal amount of $524.1 million at January 2,
2010, will mature in December 201The increase in payment-kind interest rates on the Notes effective March 16, 2010
will increase the principal amount of this debt upon retirement. Our current cash reserves and cash generated from operations
will not be sufficient to meet these payment obligations. We must consummate sales of our wireless spectrum assets yielding
proceeds that are sufficient to retire this indebtedness. If we are unable to pay our debt at maturity, the holdetse®f our no
could proeed against the assets pledged to secure these obligations, which include our spectrum assets and the capital stock
of our material subsidiaries, which would impair our ability to continue as a going concern. Insufficient capital to repay ou
debt at matuty would significantly restrict our ability to operate and could cause us to seek relief through a filing in the
United States Bankruptcy Court.

In 2010, we have capital expenditure needs associated with certahobudd substantial service regeinents.
These requirements apply to our licensed wireless spectrum, which generally must be satisfied as a condition of license
renewal. The renewal deadline and the substantial servicedutiltkadline for our domestic WCS spectrum is July 21,
2010. Thesubstantial service deadline for EBS/BRS spectrum is May 1, 2011, however, most of our EBS leases require us to
complete most build out activities in 2 Wealsohavencermidwigdnce o
out requirementsternationally through 2013, and failure to make those service demonstrations could also result in license
forfeiture. With respect to our domestic WCS spectrum we have entered into a third party arrangement pursuant to which the
third party has agreed meet our builebut requirements. However, at this time there can be no assurance that such party
will be able to pay for the build out or complete its contractual requirements on time. Accordingly, we will seek to identify
additional capital resourcesépersonnel to enable us to perform such boiltdobligations in the event such party is not
able to perform. Our reliance on a third party to meet our substantial service requirements may subject us to risks of non
renewal in the event that such partydmot perform its obligations and if we are unable to fund such obligations.

We believe that the completion of our asset divestiture and cost reduction actions, our current cash and cash
equivalents, projected revenues and cash flows from our Multirsediaent, our ability to pay paymentkind interest in
lieu of cash interest to the holders of our secured notes, our third party arrangements with respect to our domestic WCS
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spectrum builebut requirements, and access to $25.0 million of additionegtinental Senior Notes will allow us to meet

our estimated operational cash requirements at least through March 2011. Should we be unable to achieve the revenues
and/or cash flows through March 2011 as contemplated in our current operating plan, or iewe iweur significant
unanticipated expenditures in excess ofatailable asset sale and incremental Senior Notes proceeds, including in respect
of our performance ahe WCS buildout, or we are unable to draw funds under the Commitment Letter, wseeM to

identify additional capital resources including the use of our remaining $10.0 million of incremental Second Lien Notes debt
basket and will implement certain additional actions to reduce our working capital requirements including staff seduction

Our long term operating success will depend on our ability to execute our divestiture programs in a timely manner
SO as to meet our debt payment requirements, to successfullyobtidehd develop our wireless spectrum portfolio in a
timely manner, athto obtain favorable cash flow from the growth and market penetration of our PacketVideo subsidiary, to
the extent we retain our remaining interest in this subsidiary.

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

January 2, December 27, Increase
(in millions) 2010 2008 (Decrease)
Working capital (deficit) $ (8.C) $ 212 $ (29_2)
Cash and cash equivaleiitsontinuing operations 20.2 60.7 (40.5
Cash and cash equivaleiitgdiscontinuedperations 0.3 0.8 (0.5)
Total cash and cash equivalents $ 20EF $ 615 $ (41.()

Uses of Cash and Cash Equivalents

The following table presents our utilization of cash and cash equivalents for the two fiscal years mumalg2)a

2010:
Years Ended
January 2, December 27,
(in millions) 2010 2008
Beginning cash and cash equivalents $ 61t $ 166.7
Net operating cash used by continuing operations (50.2) (89.5)
Proceeds from the sale of nomtmlling interest in PacketVideo 45t o}
Proceeds from the sale of wireless spectrum licenses 26.¢ 145.k
Proceeds from lorterm obligations, net of issuance costs 13t 109.(
Decrease in restricted cash o} 525
Payments on lonterm obligations, excluding wireless spectrum lease obligations (61.9 (138.5
Cash paid for acquisition of wireless spectrum licenses and subsequent lease obligatior (2.7 (8.0)
Purchases of property and equignt (1.9 (2.9
Cash paid for business combinations, net of cash acquired o} (0.9
Other, net 1.C (3.9
Net operating, investing and financing cash used by discontinued operations (12.9) (169.9
Ending cash andash equivalents 20.t 61.t
Less: ending cash and cash equivalediscontinued operations (0.9 (0.9
Ending cash and cash equivalent®ntinuing operations $ 202 $ 60.7

Significant Investing and Financing Activitis During 2009

During 2009, we completed sales of certain of our owned AWS spectrum licenses in the United States to third
parties for net proceeds, after deducting direct and incremental selling costs, of $26.4 million, and recognized gains on the
salegtotaling $2.7 million. The net proceeds from the sales received after July 15, 2009 were used to redeem a portion of the
Senior Notes at a redemption price of 102% of the principal amount thereof plus accrued interest and net proceeds received
prior to Juy 16, 2009 were used to redeem a portion of the Senior Notes at a redemption price of 105% of the principal
amount thereof plus accrued interest.

During 2009 we issued additional Second Lien Notes due 2010 in the aggregate principal amount of $ir5.0 milli
on the same financial and other terms applicable to our existing Second Lien Notes. The Incremental Notes were issued with
an original issuance discount of 5% resulting in gross proceeds of $14.3 million. After payment of transaction related
expensesye received net proceeds of $13.5 million to be used solely in connection with the ordinary course operations of
our business and not for any acquisition of assets or businesses or other uses.
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During 2009 we sold a 35% noncontrolling interest in our Batkeo subsidiary to DOCOMO for $45.5 million.
The net proceeds from this transaction were used in July 2009 to redeem a portion of the Senior Notes at a redemption price
of 105% of the principal amount thereof plus accrued interest.

During 2009 we soldertain of our owned Semiconductor business patents and patent applicatiorsain M&, a
Canadian intellectual property company, for a cash payment of $2.5 million and recognized $2.5 million as a gain from
business divestitures during 2009.

Critical Accounting Policies and Estimates

Our 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 principlesageegtaltyin
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 andtiailities. O
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 an@trends and
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 fom 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 financial position. Our
accounting policies ardescribed 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 theothers.

Revenue Recognition
Our continuing and discontinued operations have derived revenues from the following sources:

e Contracts to provide multimedia software products for mobile and home electronic devices and related royaltit
our PacketVideo subsidiary;

e Sales of wireless broadband and mobile broadcast network products and services by our IP\Wir&&3s\Natwork
subsidiaries, which are included in discontinued operations for all periods presented. The wireless broadband
broadcast network products sold by IPWireless and GO Networks often included embedded software; and

e Customer subsigtions for the WiMAX network operated by our WiIMAX Telecom subsidiary, which is includ
discontinued operations for all periods presented.

For arrangements that do not contain software or embedded software that is incidental to the arrangement, we
recognize revenue in accordance with the revenue recognition accounting guidance, when persuasive evidence of an
arrangement exists, delivery has occurred, the fee is fixed or determinable and collectability is reasonably assured.

For software arrangemts 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 software revenue recognition
and constructiottype and productiotype contracts accounting guidance.

For post launch hosting arrangements, revenue is recognized on a pro rata basis based on the term of the contract.

Our revenue arrangements can include multiple deliverables, software or technology licemseurniog
engineering services and pasintract customer support. For these arrangements, we consider the revenue reeognition
multiple-element arrangements accounting guidance. Accordingly, we evaluate each deliverable in the arrangement to
determine whethéart r epr esents a separate unit of accounting. I f
specific objective evidenceo) for all units of accoobuntin
element based ahose relative fair values. If vendor specific objective evidence of fair value exists for all undelivered
elements, but not for delivered elements, the residual method would be used to allocate the arrangement consideration. If
elements cannot be treatasl separate units of accounting because vendor specific objective evidence of the undelivered
elements does not exist, they are combined into a single unit of accounting and the associated revenue is deferred until all
combined elements have been delideoe until there is only one remaining element to be delivered. To date, we have not
been able to establish vendor specific objective evidence for any of the elements included in our revenue arrangeenents, as th
software and hardware products or serviagemot 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 overémaining service period. Costs directly attributable to providing
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these services are also deferred and amortized over the remaining service period of the respective revenues.

Services sold separately are generally billed on a time and materialatbagiseeupon 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 contingent, per unit, or fiesdusage 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
When royalty arrangements also provide for ongoingl-pontract customer support that does not meet the criteria to be
recognized upon delivery of the software, the royalty is recognized ratably from the date the royalty report is received
through the stated remaining term of the pmmttract customer supp. In limited situations, we have determined that post
contract customer support revenue can be recognized upon delivery of the software because the obligation to provide post
contract customer support is for one year or less, the estimated cost dimréke postontract customer support during
the arrangement is insignificant and unspecified upgradeahancements offered for the particular fmasttract customer
support arrangement historically have been and are expected to continue to be amdim&equently provided. In these
instances, we have accrued all the estimated costs of providing the services upfront, which to date have been insignificant.

If we receive nofrefundable advanced payments from licensees that are allocable to @uttreets periods or
could be creditable against other obligations of the licensee to us, the recognition of the related revenue is defaroéd until
future periods or until such creditable obligations lapse.

In instances where we have noted extendgthpat 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.

We do not generally allow for product returns and we havhkistory of significant product returns. Accordingly,
no allowance for returns has been provided.

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

Wireless Spectrum Licenses

We capitalize as intangible assets wireless spectrum éis¢hat 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 paitidenskeat 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 alralysbEwiireless 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 liabilities of the acquired business or asset(s) and includefeapy tax liabilities determined in
accordance with accounting provisions for acquired temporary differences in certain purchase transactions that are not
accounted for as business combinations. For leased wireless spectrum rights, the assetdalimbititiatere 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 our wireless spectrum licenses meet the definition of iddlefthiteangibe
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. We have also determined that there are currently no legal,
regulatory, catractual, competitive, economic or other factors that limit the useful lives of these wireless spectrum licenses.
As of January 2, 2010, indefiniteved wireless spectrum licenses that are not held for sale and that are not subject to
amortization totalé $340.2 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 acgylitedche ri
wireless spectrum licenses in Europe where the renewal terms are not yet well established. We amortize these assets on a
straightline basis over the initial license period. Amortization expense on wireless spectrum licenses is charged to general
and administrative expense. As of January 2, 2010, amortized wireless spectrum licenses, net of accumulated amortization,
that are not held for sale totaled $69.0 million.

During the year ended January 2, 2010, our wireless spectrum licenses, neteddayek83.1 million, which was
primarily due to the sale of AWS and German spectrum licenses with a cost basis of $24.8 million, impairments of our
domestic, European and Chilean wireless spectrum licenses totaling $55.7 million and amortization eg86$eiltibn,

51 | NextWave 2009



offset by the effect of fluctuations in exchange rates of $6.0 million.
Valuation of Goodwill

We perform an annual review for impairment, or more frequently if impairment indicators arise. Goodwill is
considered to be impaired if we deténe that the carrying value of the goodwill exceeds its fair value.

We test goodwill for impairment annually on the first day of our fiscal fourth quarter at a reporting unit level using
a two-step process. The first step of the impairment test invelwegaring 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

uni tés fair value, we t hen pemeénbteshiodetbrmineshe ansoantof thetimppirment t h
loss. The second step of the goodwill impairment test involves comparing the implied fair value of the affected reporting
uni tés goodwill with the carryi nogfgoodwil exeeedsthe impliedtfair ¢aloeoofl wi | |

that goodwill, an impairment loss is recognized in an amount equal to that excess. We determined that our reporting units are
one level below our identified operating segments because discrete financial tidforimavailable.

We primarily determine fair value under an income approach that utilizes a discounted cash flow model. The
discounted cash flow model determines fair value based on the present value of projected cash flows over a specific
projection riod and a residual value related to future cash flows beyond the projection period. Both values are discounted to
reflect the degree of riskherent in an investment in the reporting unit and achieving the projected cash flows. A weighted
average costfaapital of a market participant is 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. Altehmatively,
present value dhe residual value may be determined by applying a market multiple at the end of the projection period.

At October 2009, the substantial majority of our goodwill of continuing operations primarily resided in our
PacketVideo reporting unit. For our 2008naial impairment assessment, the discounted cash flows used to estimate fair
value of the PacketVideo reporting unit were based on discrete financial forecasts of future operating results over the
upcoming five years that were developed by managemenltaionipg purposes. Cash flows beyond these periods were
estimated using a terminal growth rate of 5%. The future cash flows were discounted to present value using a discount rate of
16.8%. Based on the analysis, we concluded that our goodwill was notéchpale cannot assure you that the underlying
assumptions used to forecast the cash flows will materialize as estimated. For example, if our projections of unitthales grow
and increased mar ket penetrati on o ffomenbdsddo eot nsaterinlize, the fairer s e
value of our PacketVideo reporting unit may fall below its carrying value. Therefore, we cannot assure you that when we
complete future reviews of our goodwill for impairment that a material impairment charge ik mecorded.

Valuation of Indefinite-Lived Intangible Assets

We perform an annual review for impairment of amortization of our indefiiniéel intangible assets, or more
frequently if impairment indicators arise. Indefiniteed intangible assets@considered to be impaired if we determine that
the carrying value of the asset exceeds its fair value.

We test indefinitdived intangible assets for impairment annually on the first day of our fiscal fourth quarter by
making a determination of theifaalue 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 aret 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 daermined
have a finite useful life, that st 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 a
subject to amortization.

We determined the fair value of our wireless spectrum licenses utilizing both a market approach and an income
approach. Under the market approach, we determined fair value through an analysis of sales and offerings of comparable
assets, including the salesafr AWS licenses during 2009 and FCC auctions of similar wireless spectrum. Sales and
offering prices for the comparable assets are adjusted to reflect differences between our wireless spectrum licenses and the
comparable assets, such as location, tintktanms of sale, use and utility, trends in technology and consumer demand, and
regulatory issues, that may potentially affect the value of our wireless spectrum.

Under the income approach, we determined fair value utilizing a discounted cash flownhiotleieasures 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 riskrirdrerent
investment in the asset and achieving the projected cash flows. A weighted average cost of capital of a market participant is
used as the discount rate. The residual value is generally determined by applying a constant terminal growth rate to the
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edimated net cash flows at the end of the projection period. The projected cash flows, market penetration rate, terminal
growth rate and weighted average cost of capital used in the model assume a new entrant in the market and the associated
network buildout requirements. The discounted cash flow model assumed a discount rate of 19%, which represents the
weightedaverage cost of capital of a market participant plus an additional discount for risks specific to our domestic wireless
spectrum, and a terminatayth rate of 3%. A hypothetical 100 basis point increase in the discount rate and 300 basis point
decrease in the terminal growth rate would not have caused the fair value of our intleéiditgireless spectrum licenses to

fall below their carrying vale.

Of our indefinitelived wireless spectrum licenses at January 2, 2010, $334.0 million represents the carrying value
of domestic WCS spectrum licenses. Wireless devices utilizing WCS spectrum are currently susceptible to interference from
SDARS. The EC is considering a proposal to permanently authorize terrestrial repeaters for SDARS operations adjacent to
the C and D blocks of the WCS band. Permanently authorizing SDARS repeaters adjacent to the WCS band could cause
interference to WCS, BRS and EB&eivers although the extent of the interference from SDARS repeaters is unclear. In our
determination of the fair value of our WCS spectrum licenses, we assumed a favorable outcome to this matter as we believe it
is the most reasonably likely result 0€tRCC proceedings. Were we to receive an unfavorable ruling from the FCC, the fair
value of our WCS spectrum licenses would be negatively impacted and there can be no assurance that we would be able to
recover their carrying value.

Through our continuedfforts to sell our remaining domestic spectrum licenses and our wireless spectrum licenses
in Europe and Chile during 2009, we determined that the carrying value of certain of these spectrum licenses exceeded their
fair value based primarily on bids reeedl and negotiations with third parties regarding the sale of these licenses.

Accordingly, during 2009, we wrotéown the carrying value of our wireless spectrum licenses in Europe and Chile to their
estimated fair value and recognized asset impairmengesaf $55.7 million.During the year ended January 2, 2010, $20.9
million was reclassified to the loss basiness divestitures reported in discontinued operations, $9.3 million is reported in
continuing operations and $25.5 million is reported in difcoed operations.

At January 2, 2010, the aggregate carrying value of our other inddfugittintangible assets held by continuing
operations, which consist of purchased tradenames and trademarks, was $2.4 million. For our 2009 annual impairment
asessment of other indefiniéved intangible assets, we primarily determined fair value under an income approach that
utilizes a discounted cash flow model. The discounted cash flows used to estimate fair value were based on discrete financial
forecasts ofive years future operating results over the upcoming five years that were developed by management for planning
purposes. Cash flows beyond these periods were estimated using a terminal growth rate of 5%. The future cash flows were
discounted to presenailue using a discount rate of 16.8%. Based on this analysis, we concluded that our other indefinite
lived intangible assets were not impaired.

Impairment of LongLived Assets

We review longlived assets to be held and used, including acquired intenggiiskets 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 assefisteentsignificant
decline in the market price of an asset or asset group, a significant adverse change in the extent or manner in which an asse
or asset group is being used, the loss of legal ownership or title to the asset, significant negatiyeoineconomic trends
or the presence of other indicators that would indicate that the carrying amount of an asset or asset group is noerecoverabl

A long-lived asset is considered to be impaired if the estimated undiscounted future cash floimg fesaitthe
use of the asset and its eventual disposition are not sufficient to recover the carrying value of the asset.

In connection with the implementation of our global restructuring initiative, we reviewed oulivedgassets for
impairment and etermined that indicators of impairment were present for thellead assets in our Networks and
Semiconductor segments as well as certain otherlleed assets. Accordingly, we performed an assessment to determine if
the carrying value of these lotliyed assets was recoverable through estimated undiscounted future cash flows resulting from
the use of the assets and their eventual disposition.

Included in the longdived assets of our Networks segment, which is included in discontinued operatams, is
office building we own in Nevada that we are actively marketing for sale through a national brokerage firm. In June 2008, we
classified the building as an asset held for sale and ceased depreciating this asset.

For the longlived asset recoverabilitgssessment performed during 2009, the undiscounted cash flows used to
estimate the recoverability of the asset carrying values were based on the estimated future net cash flows to be generated
from the sale of the assets, less estimated costs to sell Basleis analysis, we concluded that our Kimgd assets were
not impaired.
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Valuation of ShareBased Awards

We account for the grant of employee sHaased awards under shdr&sed payments accounting provisions,
whereby we estimate the fair valoEour sharebased stock awards on the date of grant using the Blelkles option
pricing model. The BlaciScholes optiofpricing model requires the use of certain input variables, as follows:

Expected Volatility. Volatility is a measure of the amouthie stock price will fluctuate during the expected life of
an award. For shatfteased awards issued to acquire shares of NextWave common stock we determine expected volatility
based primarily on our historical stock price volatilifyor sharebased awardissued to acquire shares of PacketVideo
common stock we determine expected volatility based prim
stock price volatilities due to lack of trading history of PacketVideo common stock.

Risk-Free Interest Rate. Our assumption of the rigkee 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 sharased 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. For sharébased awards issd to acquire shares of NextWave common stock, we determine
the expected award life based on our historical experience and the expected award lives applied by certain of our peer
companies to determine the expected life of each gBetause PacketViddws a limited history of stock option exercises,
we determine the expected award life of each grant for PacketVideo commotabedeawards based primarily on the
Asi mplified methodod descr i-based payments and theieatae iawagl livgsuapptied byc e f or
certain of PacketVideobds peer companies.

At the date of grant, we al so esti mat e -vestimgforfditkee!| i ho o
rateo), and revise the e s ttheariual borfeiturefraterdiferseVBesdetermine theyastingut ur e
forfeiturerate of an award based on industry and employee turnover data as well as an histerestimydorfeitures
occurring over the previous year. Under theupeaccounting prasions for sharéased payments, we recognize share
based compensation expense if the actual forfeiture rate is lower than estimated and a recovery of previously recognized
sharebased compensation expense if the actual forfeiture rate is higher thaatexdtim

We believe it is important for investors to be aware of the high degree of subjectivity involved when using option
pricing models to estimate sharased compensation. Optipricing models were developed for use in estimating the value
of traded @tions that have no vesting or hedging restrictions, are fully transferable and do not cause dilution. Because our
sharebased payments have characteristics significantly different from those of freely traded options, and because changes in
the subjectivenput assumptions can materially affect our estimates of fair values, in our opinion, existing valuation models,
including the BlackScholes optiospricing model, may not provide reliable measures of the fair values of ourlsised
compensation. Consegputly, there is a risk that our estimates of the fair values of our-bhassl 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 shaseased payments in the future. Certain stmeed 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 financ&hatements. 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. Theris currently
no marketbased mechanism or othgractical application to 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 shateased awards is deteined in accordance with shapased payment accounting provisions, using
an optionpricing 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 diffexesumptions in future periods than those currently applied, the
sharebased compensation expense that we recognize in the future may differ significantly from what we have reported
historically.

Wireless Spectrum Held for Sale

We anticipate that ctin of our remaining wireless spectrum licenses will be sold within the next twelve months.
Accordingly, at January 2, 2010, we classified these wireless spectrum holdings with a carrying value of $62.9 million as
assets held for sale, and, in accordanite accounting guidance for assets while held for sale, we are no longer amortizing
these assets. Any net proceeds from these sales will be used to redeem a portion of the Senior Notes. Additionally, at Januar
2, 2010, we classified $62.9 million of theng term obligations as current obligations based on our estimated repayment
obligation upon the sale of our Held for Sale assets as required by the Senior Notes, Second Lien Notes, and Third Lien
Notes.
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Fair Value Measurements

We determine the fair vak measurements of the applicable assets and liabilities based ontaetHeevalue
hierarchy, which prioritizes the inputs used in measuring fair value. These tiers include: Level 1, defined as obsengable inp
such as quoted market prices in aetivarkets; Level 2, defined as inputs other than quoted prices in active markets that are
either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or no market data exist
therefore requiring an entity to dewgplits own assumptions. The following summarizes the assets and liabilities that we
measure at fair value on a recurring basis and the assets and liabilities that we measured at fair value on a norsiscurring ba
during the period and their respective ihfavels based on the fair value hierarchy.

Auction Rate Securities. With the liquidity issues experienced in the global credit and capital markets, auction rate
securities have experienced multiple failed auctions as the amount of securities submitiel ias exceeded the amount of
purchase orders, and as a result, our auction rate securities are currently not liquid. Accordingly, at January 2, 2010, we
estimated the fair value of our auction rate securities, which we have classified as traditigsaoder debt and equity
securities accounting guidance, using a discounted cash flow model (Level 3 inputs), which measures fair value based on the
present value of projected cash flows over a specific period. The values are then discounted ttrerdéégeee of risk
inherent in the security and achieving the projected cash flows. The discounted cash flow model used to determine the fair
value of the auction rate securities utilized a discount rate of 2.5%, which represents an estimated narketuratand an
estimated period until sale and/or successful auction of the security of one year. The determination of the fair value of our
auction rate securities also considered, among other things, the collateralization underlying the individtied sexlthe
creditworthiness of the counterpartyhe discounted cash flow model used to measure the fair value of our auction rate
securities is sensitive to fluctuations in the discount rate and estimated recover period assumptions. For irGldrasisa 1
point fluctuation in the discount rate would result in an approximately $0.8 million change in fair value -gedra 2
fluctuation in the recovery period would result in an approximately $1.1 million change in fair value.

Auction Rate SecuriteeRights. Our auction rate securities rights allow us to sell our auction rate securities at par
value to UBS at any time during the period of June 30, 2010 through July 2, 2012. We have elected to measure the fair value
of the auction rate securities righunder financial instruments accounting guidance, which we believe will mitigate volatility
in our reported earnings due to the inverse relationship between the fair value of the auction rate securities rights and the
underlying auction rate securitiest January 2, 2010, we estimated the fair value of our auction rate securities rights using a
discounted cash flow modedimilar to the auction rate securities (Level 3 inputs). The discounted cash flow model utilized a
discount rate of 1.0% and an esttethperiod until recovery of less than one year, which represents the period until the
earliest date that we can exercise our auction rate securities rights.

Embedded Derivatives. Our obligation to redeem the Second Lien Notes and Third Lien Notes agset aale
and a change in control constitute embedded derivatives under derivatives and hedging accounting guidance. Accordingly,
we have bifurcated the estimated fair value of each embedded derivative from the fair value of the Second Lien Notes and
Third Lien Notes upon issuance, and recognized subsequent changes in the fair value of the embedded derivatives against
income. We measured the estimated fair value of the Second Lien Notes and Third Lien Notes embedded derivatives using a
probabilityweighted discounted cash flow model (Level 3 inputs). The discounted cash flow model utilizes management
assumptions of the probability of occurrence of redemption of the Second Lien Notes and Third Lien Notes upon an asset
sale and a change in control.

Wireless Spectrum Licenses. Through our continued efforts to sell our remaining domestic AWS spectrum licenses
and our wireless spectrum licenses in Europe and Latin America, we determined that the carrying value of these spectrum
licenses exceeded their fairlwa based primarily on bids received and negotiations with third parties regarding the sale of
these licenses. We estimated the fair value of these wireless spectrum licenses based on advanced negotiations and submitte
bids from third parties for the purase of the licenses (Level 2 Inputs). Accordingly, during the year ended January 2, 2010,
we wrotedown the carrying value of our domestic AWS spectrum licenses and our wireless spectrum licenses in Europe and
Latin America to their estimated fair valuedarecognized asset impairment charges of asset impairment charges of $55.7
million, of which $20.9 million was reclassified to the loss on business divestitures reported in discontinued oper&ions, $9
million is reported in continuing operations and Eaiillion is reported in discontinued operations.

Property and Equipment, Net. In connection with the implementation of our global restructuring initiative, we
continue to review our lonrtijved assets for impairment and, during the year ended Janu20y¢ @, determined that
indicators of impairment were present for the ldingd assets in our Semiconductor segment as well as certain other long
lived assets. Accordingly, based on the accounting guidance for impairment or disposalliwblbagsets, @ performed an
assessment to determine if the carrying value of theseliedyassets was recoverable through estimated undiscounted
future cash flows resulting from the use of the assets and their eventual disposition (Level 3 inputs). Based dmtlkeatimpa
assessment performed, we determined that the carrying value of our property and equipment exceeded its estimated fair value
and accordingly we recognized asset impairment charges of $9.5 million, of which $5.2 million was reclassified to the loss on
business divestitures reported in discontinued operations, $4.1 million is reported as asset impairment charges iediscontinu
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operations and $0.2 million is reported as asset impairment charges in continuing operations.

Third Lien Notes.In October ®08, we issued the Third Lien Notes in the aggregate principal amount of $478.3
million in exchange for all of the outstanding shares of our Series A Preferred Stock. We did not receive any proceeds from
the issuance of the Third Lien Notes. At issuaneenveasured the Third Lien Notes at their estimated fair value using a
discounted cash flow model (Level 3 inputs). The discounted cash flow model used to determine the fair value of the Third
Lien Notes utilized a discount rate of 25.5%, which represamtsstimated incremental borrowing rate, including the value
assigned to the detachable stock warrants and the consent fees paid to the purchasers of the Second Lien Notes which were
deducted from the proceeds.

Litigation

On September 16, 2008, aputativc | ass action | awsuit, captioned #fSan
Al l Ot hers Similarly Situated, Plaintiff, v. NextWave Wi
the Southern District of California against uslacertain of our officers. The suit alleges that the defendants made false and
misleading statements and/or omissions in violation of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 and

Rule 10b5 promulgated thereunder. The suit seekpuns i f i ed damages, interest, costs,
equitable or other relief on behalf of a purported class of purchasers of our common stock during the period from March 30,
2007 to August 7, 2008. A second putative class action lavsyptc i oned ABenjamin et al. v. N

was filed on October 21, 2008 alleging the same claims on behalf of purchasers of our common stock during an extended
class period, between November 27, 2006 through August 7, 2008. On Felru2@9p?, the Court issued an Order

consolidating the two cases and appointing a lead plaintiff pursuant to the Private Securities Litigation Reform Act. On May
15, 2009, the lead plaintiff filed an Amended Complaint, and on June 29, 2009, we filed a td@ismiss that Amended
Complaint. On March 5, 2010, the Court granted our Motion to Dismiss without prejudice and permitted the lead plaintiff 21
days from the date of the Order to file an Amended Compl&@ntMarch 26, 2010, the lead plaintiff filedScond

Amended Consolidated Complaint. NextWave intends to file a Motion to Dismiss in response, but at this time there can be no
assurance as to the ultimate outcome of this litigation.

We were notified on July 11, 2008 that the former stockholde®XNetworks filed a demand for arbitration in
connection with the February 2008 milestone. In the demand, the stockholder representative claimed that we owed
compensation to the former stockholders of GO Networks on the basis of GO Networks purporiediypaiially
achieved the February 2008 milestone under the acquisition agreement. The stockholder representative sought damages of
$10.4 million. Further, on December 5, 2008, the stockholder representative amended his demand and added claims
pertainingto the August 2008 milestone. In the claims, the stockholder representative asserted, among other claims, that we
acted in bad faith in a manner that preventedattteevement of the milestone, and he sought damages of $12.8 million in
connection with thesadditional claims. We disputed that the February 2008 milestone has been met and denied any
wrongdoing with respect to the August 2008 milestone. In September 2009, the parties executed a settlement agreement and
filed a notice dismissing the matter wjghejudice. On October 5, 2009, the American Arbitration Association closed its file
on the matter.

We are also currently involved in other legal proceedings in the ordinary course of our business operations. We
estimate the range of liability relatenl 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 raagedof estim
loss with no best estimate in the range,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 égtimates.
of January 2, 2010, other than the matters destabeve, we have not recorded any significant accruals for contingent
liabilities associated with our legal proceedings based on our belief that a liability, while possible, is not probabte. Furt
any possible range of loss cannot be estimated airtfés Revisions to our estimate of the potential liability could materially
impact future results of operations.

Income Taxes

In accordance with accounting provision for uncertainty in income taxes, we apply a recognition threshold and
measurement standgfor the financial statement recognition and measurement of a tax position taken or expected to be
taken in a tax return. We also determine whether the benefits of our tax positions are more likely than not of beiry sustaine
upon audit based on the tedtal merits of the tax position. We did not have any unrecognized tax benefits or related accrued
interest or penalties as of January 2, 2010.

Contractual Obligations
The following table summarizes our cash contractual obligations for continuingsmodtthued operations at
January 2, 2010 as well as significant changes to cash contractual obligations entered into subsequent to that date, and the

effect that such obligations are expected to have on our liquidity and cash flows in future periods.

56 | NextWave 2009



Payments Due by Fiscal Year Period

Years Years Years 2015 anc
(in thousands) Total 2010 20112012 20132014 Thereafter
Continuing Operations:
Long-term obligationg)) $ 898,24¢ $ 77,19¢ $ 791,128 $ 8,42( % 21,50¢
Services and other purchase agreemel 14,34 3,74¢ 2,31¢ o} 8,28(
Operating leases 5,40( 1,49( 2,25¢ 1,187 464
Othexg) 25(C 25(C o) o) o)
918,24 82,68¢ 795,70( 9,607 30,24¢
Discontinued Operations:
Long-term obligations 4,20¢ o} o} 2,73 1,472
Operating leases 391 84 152 13€ 18
4,59¢ 84 152 2,86¢ 1,491
fiotal $ 92283 $ 82,76¢ $ 795,85 $ 12,47¢ $ 31,74

(1) Amounts presented do not include cash interest payments on the Senior Notefsitoréhissuance of additional Ser
Notes, Second Lien Notes and Third Lien Notes in payment of interest. Except for the Priority Notes, we have
that the remaining principal balance of the Senior Notes as well as the Second Lien Notes angk INiatds will nc
be repaid until their respective maturity dates.

(2) On March 16, 2010 we entered into the Amendment and Waiver of our Senior Note, Second Lien Note and Third
agreements. The Amendment and Waiver: extends the maturityeoBenior Notes to July 17, 2011, with an additi
extension to October 17, 2011 if certain conditions are met; extends the maturity of the Second Lien Notes to No»
2011; increases the interest payable on the Senior Notes and Second Lieto Mataete of 15% per annum beginning M:
16, 2010; increases the interest payable on the Third Lien Notes to a rate of 12% per annum beginning Marct
increasing 1% per annum on each of December 31, 2010, March 30, 2011, June 30, 2011 ancrSegpieztil to
maximum of 16%; provides that all Notes will receive only payrieikind interest for the full term of such Notes, unles:
elect to pay cash interest; permits the incurrence of the Senior Incremental Notes of up to $25.0 millios; the
requirement to maintain a minimum cash balance from $5.0 million to $1.0 million; provides for the payment of th
Notes; upon repayment in full of the Priority Notes, permits us to retain up to $37.5 million for general workin
purpcses and permitted investments, subject to reduction in the amount of any net proceeds from the issuanci
Incremental Notes; and, eliminates the redemption premium on all Notes.

As an inducement to the Holders to enter into the Amendment anegiMaie agreed to pay an amendment fee to

each Holder through the issuance of the Fee Notes under the respective Note Agreements in an amount equal to 2.5%
of the outstanding r i nci pal and accrued and wunpai d archtl®@2080st on s
The Fee Notes will be payable by the issuance of approximately $4.3 million in Senior Notes, $3.6 million in Second
Lien Notes and $13.3 million in Third Lien Notes and will accrue interest and become payable in accordance with the
terms ofthe Note Agreements and are otherwise Notes for all purposes and subject to all terms, conditions and
obligations of the Note Agreements.

(3) As of January 2, 2010 we have accrued for $0.3 million in cash expected to be paid in March 2010 togishaedlwlders
GO Networks, as a result of an arbitration settlement.

Off-Balance Sheet Arrangements and Related Party Transactions

In connection with the March 16, 2010 Amendment and Waiver, we entered into the Commitment Letter with
Avenue CapittManagement I, L.P., acting on behalf of its managed investment funds signatory thereto, and Solus Core
Opportunities Master Fund Ltd and its affiiatesandcovest ors (ASolusd), to provide up
financing through the purcka of the Senior Incremental Notesvenue Capital Management Il, L.P., is an affiliate of
Avenue Capital. Robert Symington, a portfolio manager with Avenue Capital, is a member of our Board of Directors. As of
January 2, 2010, Avenue Capital and itsliatisbeneficially ownedshares representing approximately 36.1% of our issued
and outstanding common stock, approximately $82.3 million, or 51.1% of the aggregate principal amount of our Senior
Notes, approximately $93.9 million, or 78.1% of the aggregaincipal amount of our Second Lien Notes and
approximately $134.7 million, or 28.2% of the aggregate principal amount of our Third Lien Mate$.January 2, 2010,
Solus beneficially owned shares representing approximately 9.9% of our issued samtdmdscommon stock,
approximately $27.3 million, or 16.9% of the aggregate principal amount of our Senior Lien Notes, approximately $27.3
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million, or 21.9% of the aggregate principal amount of our Second Lien Notes and approximately $55.2 millica%oaf11.

the aggregate principal amount of our Third Lien NofEise terms of the Commitment Letter provide that we will be

entitled to borrow up to $25.0 million in one or more borrowings after March 16, 2010 but prior to July 31, 2010, upon 10
business dagy/notice. As with the other Senior Notes, amounts outstanding under the Senior Incremental Notes will bear
interest at a rate of 15% per annum, payable in kind unless we elect to pay cash, and will be secured by a first lien on the
same assets securingtbur Senior Notes, on a pari passu badi®. commitment fee or structuring fee is payable in
connection with the Commitment Letter.

As consideration for the Amendment and Waiver, we paid an amendment fee to each of Avenue Capital, Solus,

DouglasF.Machester, a member of our Board of Directors and N
Salmasi, our Chairman, through the issuance of additional Notes under the applicable Note Agreements in an amount equal to
2.5% of the outstanding prinzia | and accrued and wunpaid interest oThe such

Fee Notes were paid on March 16, 2010 by the issuance of Senior Notes, Second Lien Notes and Third Lien Notes to Avenue
Capital, Solus, Mr. Manchester and Nawatiand will accrue interest and become payable in accordance with the terms of

the respective Note Agreementvenue Capital received $2.3 million in Senior Notes, $2.8 million in Second Lien Notes

and $3.8 million in Third Lien NotesSolus received @7 million in Senior Notes, $0.8 million in Second Lien Notes and

$1.5 million in Third Lien NotesMr. Manchester and Navation each received $1.9 million in Third Lien Ndtes.

transactions contemplated by the Amendment and Waiver and the Comniigttenwvere approved and recommended to

our Board of Directors by an independent committee consisting of members of the Board of Directors who do not have any
direct or indirect economic interest in the Notes.

In July 2009, we issued additional Secondr_LNotes due 2010 in the aggregate principal amount of $15.0 million,
on the same financial and other terms applicable to our existing Second Lien Notes. The Incremental Purchaser was Avenue
AlV US, L.P., an affiliate of Avenue Capital. In connection vittle issuance of the Incremental Notes in July 2009, we
issued warrants to purchase 7.5 million shares of our common stock at an exercise price of $0.01 per share to thef purchaser o
the Incremental Notes. The gratute fair value of the warrants, whichated $3.5 million, was recorded to additional paid
in capital and reduced the carrying value of the Second Lien Notes, and is recognized as additional interest expense over the
remaining term of the Second Lien Notes. During the year ended January 2@0L@ AlV US, L.P. exercised all of these
warrants to purchase 7.4 million shares of common stock for 0.1 million net common shares withheld.

Under the terms of the purchase agreements for our Senior Notes and Second Lien Notes, we were recgfired to ent
into binding agreements to effect asset sales generating net proceeds of at least $350 million no later than March 31, 2009
and consummate such sales no later than six months following execution of such agreements, unless closing is delayed solely
dueb receipt of pending regulatory approvals (the fAAsset
result, pursuant to the terms of the note purchase agreements, the interest rate on the Senior Notes increased by 200 basis
points effedve March 31, 2009 and, on April 8, 2009, we issued additional warrants to purchase an aggregate of 10.0 million
shares of our common stock at an exercise price of $0.01 per share to the purchasers of the Second Lien Notes. Of the
warrants issued, 7.5 mdin were issued to Avenue AlV US, L.P. The grdate fair value of the warrants, which totaled
$1.7 million, was recorded to additional paidcapital and reduced the carrying value of the Second Lien Notes, and is
recognized as additional interest expelover theemaining term of the Second Lien Notes. During the year ended January
2, 2010 Avenue AIV US, L.P. exercised all of these warrants to purchase 7.4 million shares of common stock for 0.1 million
net common shares withheld.

Of the Second Lien dtes issued in October 2008, Second Lien Notes in the aggregate principal amount of $78.9
million were purchased by Avenue AIV US, L.P. The issuance of the Second Lien Notes and related transactions were
approved by an independent committee of our Boafirefctors. Additionally, in connection with the Second Lien Notes
issuance, we issued warrants to purchase of 30.0 million shares of our common stock and paid $5.6 million in fees to Avenue
AlV US, L.P. During the year ended January 2, 2010 Avenue AIVLLIS, exercised all of these warrants to purchase 29.4
million shares of common stock for 0.6 million net common shares withheld.

Of our Series A Preferred Stock issued and sold in March 2007, 14%, 14% and 28% of the shares were sold
respectively, to Naation, Manchester Financial Group and affiliates of Avenue Capital. These parties also participated on a
pro rata basis in the exchange of our Series A Preferred Stock for the Third Lien Notes in November 2008, which was
approved by an independent comnattef our Board of Directors.

In November 2009, we sold the majority of the assets and liabilities of our Inquam Broadband GmbH subsidiary
(Al BGo) to I nguam Holding GmbH (Al HGO0), a new | imited I
IBG, for a nominal amount and recognized a $21.4 million net loss from business diveshiw@snection with the sale in
November 2009, we entered into various ancillary transitional agreements with IHG, none of which are materighom us.
closing d the sale, we have no remaining obligations to provide financing to support the ongoing operations Alisid @
connection with the sale, we entered into an earn out agreement with IHG that provides for payment to us upon the
occurrence of specifidifjuidity event, which includes the sale, lease or contribution of assets to certain third parties,
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distribution of profits or sale of equity in IHGAe will continue to receive earn out payments until exhaustion of all
specified liquidity events.

On Juy 2, 2009, we sold a 35% noncontrolling interest in our PacketVideo subsidiary to NTT DOCOMO, Inc.
(ADOCOMOO), a customer of PacketVideo, for $45.5 million
DOCOMO for installation into DOCOMO handsmodels.Under the terms of the Stock Purchase Agreement, DOCOMO
was granted certain rights in the event of future transfers of PacketVideo stock or assets, preemptive rights in the event of
certain issuances of PacketVideo stock, and a call option exdalecisnder certain conditions to purchase the remaining
shares of PacketVideo at the then current fair value. In addition, DOCOMO will have certain governance and consent rights
applicable to the operations of PacketVideo. In order to facilitate the DOCOMQ® e st ment , Next Waveds n
provided certain waivers, including a release of PacketV
the noncontrolling interest in July 2009 through January 2, 2010, PacketVideo recognized lighandl $0.5 million in
related party revenues and cost of revenues, respectively, from DOCOMO in the consolidated statements of operations.

We sold a controlling interest in our IPWireless subsidiary in December 2008 and sold the remaining
noncontrollhg interest in November 2009 to IPW Holdings and an affiliate of IPW Holdings. IPW Holdings was formed by
the senior management team of IPWireless, including Dr. William Jones, PhD. Dr. Jones resigned from his positions as a
member of our board of direc®and the chief executive officer of our NextWave Networks Products division concurrent
with the closing of the sale. The terms of the sale were approved by an independent committee of our board of directors,
which was advised by financial advisors in ceaiion with the structure of the transaction and the fairness of the
consideration. We received cash payments totaling $1.0 million and $1.1 million during the years ended January 2, 2010 and
December 27, 2008, respectively, in connection with these ttmss

As of January 2, 2010, 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 estdidished for t
purpcse of facilitating offbalance 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 refationship

Recen Accounting Pronouncements

I n October 2009, the Financial Accounting Standards
(AASUO) for revenue r dedivwemgbieirdavanee mrrangerheats. €his ASUoprovided améeéngnhespts to
theexisting criteria for separating consideration in multipégiverable arrangements. The amendments establish a selling
price hierarchy for determining the selling price of a deliverable, eliminate the residual method of allocation of artangemen
consideation to all deliverables and require the use of the relative selling price method in allocation of arrangement
consideration to all deliverables, require the determination of the best estimate of a selling price in a consistemanchanner,
significantly expand the disclosures related to the multigddiverable revenue arrangements. The amendments are effective
for our fiscal year 2011 with early adoption permitted. We are currently evaluating the impact of adopting these amendments
on our consolidated fancial statements.

In October 2009, the FASB issued an ASU for software revenue recognition. This standard removes tangible
products from the scope of software revenue recognition guidance and also provides guidance on determining whether
software delierables in an arrangement that includes a tangible product, such as embedded software, are within the scope of
the software revenue guidance.

This amendment is effective for our fiscal year 2011 with early adoption permitted. We are currently evideatimpgact of
adopting this amendment on our consolidated financial statements.

In August 2009, the FASB issued an ASU that provides clarification that in circumstances in which a quoted price
in an active market for the identical liability is not avhitg a reporting entity is required to measure fair value using one or
more of the valuation techniques that use the quoted price of the identical liability when traded as an asset, qufiied prices
similar liabilities or similar liabilities when traded assets, or other valuation techniques that are consistent with the
accounting principles, including an income approach or a market approach. Adoption of this updated accounting guidance
during our fourth quarter of 2009 did not have a material impaouoronsolidated financial statements.

In June 2009, the FASB issued updated accounting guidance which amends current accounting guidance on the
consolidation of variable interest entities, to require us to perform an analysis of our existing investohetetsnine
whether our variable interest or interests give us a controlling financial interest in a variable interest entity. Higs analy
identifies the primary beneficiary of a variable interest entity as the enterprise that has both the poeetrttedictivities
of significant impact on a variable interest entity and the obligation to absorb losses or receive benefits from the variable
interest entity that could potentially be significant to the variable interest entity. It also amends caoentiag guidance
to require ongoing reassessments of whether an enterprise is the primary beneficiary of a variable interest entityed he updat
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accounting guidance is effective for our fiscal year beginning January 3, 2010. Our adoption of the gpdateithg
guidance is not expected to have a material impact on our consolidated financial statements.

In June 2009, the FASB issued The FASB Accounting Standards Codification and the Hierarchy of Generally
Accepted Accounting Principles. The FASB Accting Standards Codification is intended to be the source of authoritative
U.S. generally accepted accounting principles (AGAAPO) a
is to improve clarity and use of existing standards by dnauguthoritative literature under common topics. This update is
effective for financial statements issued for interim and annual periods ending after September 15, 2009. The Codification
does not change or alter existing GAAP and there was no signiiilspatt on our consolidated financial position or results
of operations upon the adoption.

In April 2009, the FASB amended the otlibantemporary impairment guidance to improve the presentation and
disclosure of othethantemporary impairments on dedd equity securities in the financial statements. As permitted by the
standard, we elected to early adopt the new accounting guidance in the first quarter of 2009. Our adoption of this new
guidance did not have a material impact on our consolidated faiatatements.

In April 2009, the FASB provided additional guidance for estimating fair values of assets and liabilities when the
volume and level of activity for the asset or liability have significantly decreased and requires that companies foRide in
and annual disclosures of the inputs and valuation technique(s) used to measure fair value. As permitted by the additional
guidance, we elected to early adopt the additional guidance in the first quarter of 2009. Our adoption of the additional
guidarce did not have a material impact on our consolidated financial statements.

In April 2009, the FASB amended disclosure requirement about the fair value of financial instruments, to require
disclosures about fair value of financial instruments for inteeporting periods of publicly traded companies as well as in
annual financial statements. As permitted by the standard, we elected to early adopt the new disclosure requirement in the
first quarter of 2009. The new interim disclosures are included in Note

In June 2008, the FASB ratified accounting for derivatives and hedging activities, which specifies that a contract
that would otherwise meet the definition of a derinvati ve

stochol dersdé equity in the statement of financi al position
accounting guidance provides a new istep model to be applied in determining whether a financial instrument or an
embedded featursi i ndexed to an issuerds own stock and thus abl e

accounting guidance in our first quarter of 2009 did not have a material impact on our consolidated financial statements.

In May 2008, the FASB issdenew accounting guidance for accounting for convertible debt instruments that may
be settled upon conversion (including partial cash settlement). The new accounting guidance, which was effective in our first
quarter of 2009, requires the initial proceéasn convertible debt that may be settled in cash to be bifurcated between a
liability component and an equity component. Our Third Lien Notes do not allow for cash settlement upon conversion and
therefore are excluded from the scope of this new accougtiiggnce. Accordingly, our adoption of the new accounting
guidance did not have a material impact on our consolidated financial statements.

In March 2008, the FASB issued new accounting guidance which requires enhanced qualitative disclosures about
objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of gains and losses on
derivative instruments, and disclosures about crégktrelated contingent features in derivative agreements. We do not
currently transet in derivative instruments or engage in hedging activities and therefore our adoption of this new guidance in
the first quarter of 2009 did not have an impact on our consolidated financial statements.

In December 2007, the FASB issued amended accaugtiiiance for noncontrolling interests in consolidated
financial statements. The amended accounting guidance establishes accounting and reporting standards for ownership
interests in subsidiaries held by parties other than the parent, the amount dlatedalet income attributable to the parent
and to the noncontrolling interest, changes in a parentao
equity investments when a subsidiary is deconsolidated. The amended accounting glsteestblishes presentation and
disclosure requirements that clearly identify and distinguish between the interests of the parent and the interests of the
noncontrolling owners. Our adoption of the amended accounting guidance in 2009 did not haveabimgéet on our
consolidated financial statemen®ur adoption of the presentation and disclosure requirements has been applied on a
retrospective basis for all periods presented in the consolidated financial statements and notes thereto.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders of
NextWave Wireless Inc.

We have audited the accompanying consolidated balance sheets of NextWave Wireless Inc. as of January 2, 2010 and
December 27, 2008, and the related consolidated statements of operations, redeemable convertible preferred stock and

s ockhol dersdéd equity (deficit) and cash flows for each of
financial statements are the responsibility of the Compa
financial statements 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 assurane¢habdlie fihancial
statements are free of materi al mi sstatement. We were no
over financial reporting. Our audits included consideration of internal control over financial reporting adar bl@signing

audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Companyds internal control over fin
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and evaluating the overall financial
statement presgation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidatdd financi
position of NextWave Wireless Inc. at Januar2010 and December 27, 2008, and the consolidated results of its operations

and its cash flows for each of the two fiscal years in the period ended January 2, 2010, in conformity with U.S. generally
accepted accounting principles.

/sl ERNST & YOUNGLLP

San Diego, California
April 1, 2010
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