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Novatel Wireless Announces Third Quarter 2010 Financial Results
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30,2010,
302010 302000 202010
Revenues 575,61 39431 57181
AP Net [ ncore (Loss) (7.1 seom 822
VP EPS (Loss) 5(0.22) 50.20 5(0.70)
Non- GAP Net 1 ncome (Loss) (4. 577 s(4.3M
Non- GAAP EPS (Loss) 5(019) 0.2 5(0.14)
g - sa peer
Operating Results
Revenue by Product Category 302010 3Q 2009 20 2010
Qre Products 43, 6 sasM sd6am
MFi Products 531 8M ss7oM szsom
Enbedded Modul es. 0.2 §7.7M 50.4m
Total s75.6M soam sTLeM
Tax Adjustment
1. 2000, . 2010,
30,2010, as providd by the appcable accouniing eratre.
EPS Summary
Revenues st5.6 milion
@oss Mrgin 17.4%
VP Loss Per Share 5(0.22)
Adj st ment
Stock- based compensati on expense
L MeArel ated charges ¢
Tax asset val uation ad) ust ment
Non- GAAP Loss Per Share
* WA expenses excl uded from non- GAAP resul (s in the third quarter
1 2010 were @ net $1.7 ml1ion related primarily to the comany s
unsuccessful bid during the second quarter for the assets of
Gnterion Wrel ess Aodul es.
Recent Business Hghiights
. X bundies, Fi model and
. HSPAS (DC-HSPA#) networks dounloag
and lightaveight DC-HSPA+ USB made n the market place.
. the MiFi 2200,
. 2 San Francisco. The MiFi i and anypiace.
. Novatel Wirel
« KoDI Japan began offering the MiF and
Fourth Quarter 2010 Business Outlook
Fourth Quarter 2010
Revenues (in mi1ions)
5110 - $115 m 1o
Goss Mrgin 19%- 20
Non- GARP Earni ngs Per Share 50.02 - $0.05
Conference Call nformation
er
3 o hear the rep
Intenatona partes shoud cal 303.560-3030.
~ABOUT NOVATEL WIRELESS
Novatl Wiless, nc. Novatel Wreless ot s o
NTL.For more informaton please isi s couaiguisless oy (WTLG)
‘Cautionasy Note Regarding Forward-Locoking Statements.
In thisconts “Tay "estmate“anicpate” bellevs“expect” iend“pan’ ‘projct VAT
“These factors,
Non-GAAP Financil Measures
« Other companies, inluding other industy, 9
. e rates in efect,
Tnvestor contact
WiliamA Vel kovi ak, CFA
Novatel Wreless
(858) 4313711
i@
Media contact
arlotte Aubin
Novatel Wreless
(858) 8123431
crubi n@wt I com
NOVATEL WRELESS, |G
CONSCLI DATED BALANCE. SHEETS
(in thousands)
septenber 30, bocenter 31
2010 2009
(Unauditeg)
AsseTS
Qirrent assets:
Gash and cash
equi val ent's $116,117 5100, 025
Mrket abl e
securities 31,302 27,664
unt s
receivabl e, net 32,410 36,290
Inventori es 15,982 20973
ferred tax
assets, net 236 6,465
Prepaid expenses and
other 413
Total current
sets 201,149 200, 164
Property and
equi prent, net 13,627 14,011
Mrket abl e
securities 35,554 48,355
Intangibl e assets,
net 1,006 1,513
Doferred tax
assets. net 2,903
Qner assets 185
Total assets 5254, 425

LIABILITIES AD
stoeaLt

EQuTY

rent
Tiabilities:

sccounts payabl e
fccrued expenses

Total current
1iabilities

api tal I ease
bl gat s, | ong-
term

aner Tong-term

538, 660
19,937

58,597



http://www.novatelwireless.com/
http://www.novatelwireless.com/

liabilities

Total 1iabilities

Stockhol ders’
equity.

Addi i onal
in capital
secuml at ed
conpr ehensi

pai -
other

sccumi

ated
deficit

Treasury stock at

Total
stockhol ders'
equity.

Total Fiabilities
and st ockhol ders*
equity

12,101 15,359
70,781 66,230
2 a
421,585 416,579
0 5
(213,003) (180, 470)
208,644 236,155
(25,000) (25,000)
183,644 211,155

254,425

5277, 304

NOVATEL WRELESS, |G

CONSCLI DATED STATEMENTS

(in thousands, except per share data)
(unauditeq)

Nt revenues
st of revenues
Goss profit

erating costs and expenses
Fesearch and devel oprent
Sales and mar ket
General and adm nistrative
Total operating costs and expenses

perating i ncore (10ss)
Qher income (expense)

Interest income (expense), net
Qber i ncoe, net

e

Incore (1oss) before incore taxes

Income tax expense (benefit)
Net i ncore (1 0s5)

Per share data
Net i ncome (10ss) per share:
Basic
Diluted
VeI ght ed average shares used in
comput ati on of

net i ncone (10ss) per share:
Basic
Dluted

Nt revenues
st of revenves
s prof it

Qperating costs and expenses:

Total operating costs and expenses

perating i ncoe (10ss)

Qe income (expense)
Interest income (expense),
Qer incone,

net

Incore (1oss) before i ncome taxes
Income tax expense (benefit)

Net i ncone (1 0ss)

Per share data
Net i ncore (10ss) per share:
Oluted

Vei ghted average shares used in
computati on of
t income (loss) per share:
Basic
Oluted

NOVATEL WRELESS,

(CONSOLI DATED STATEMENT

(i thousands)
(unaud ted)

Gash 11ovs from operating

(1055) to net cash
provi ded by operating
activit es

exti ngui shre

Depreci at on and

aor i zat i on

mpai rrent | oss on equi prent
debs

iased conpensati on

Inventori es
Prepaid expenses and ot her
assets

fecounts payabl e
Accrued expenses,

. incone
taxes, and ot her

Net_cash provi ded by
operating activiti es

Gash 1ovs fromi nvesting
activities:
rchases of property and
equi prient
Purchases of | ntangi bl e
assets

Purchases of securit
Securiti es maturi ti es/ sal es

Nt cash provided (usex
imvesting activiti es

cash
acti

flovs from financi ng
vities:

Proceeds fromthe i ssuance
of short-termdebt, net of

on vested restricted stock
units

Excess tax benefits from
equity based conpensal i on
Deposit of restricted funds
Rem ttance from restricted
Tunds

Three ponths Ended

Septenber 30,
200 2009
75,602 594,203
64,488
20,805

(6,382) 7,250
(2,200)
20
(8,254) 7,695
(1,149) 1472
s(7.109  $6,223

5(0.22) 50.20
(0.22) 50.20
31615 30,694
31615 31,508

N ne tonths Ended

‘Sept enber
2009

219,684 5248786
175,113 184, 369

aa/s51

34,070 33,410
15,258 14,817
14,237

63,637

(19,088 1944
(2,699) 1,122
1671

(20,113 3,297
12,420 217

5(32,539)

s(1.00) 50.10

s(1.00) 50.10

3110 30,530

31410 31078

inc
o oS FLOY

)

N ne tonths Ended
Septenber 30,

200

s(32,533)

sa1
2,370
7,970
146
141
1,000
4,695
(89
11,579
3,739
7/361

(289)
10,569

(3.887)

13,008

(5,585)
(110
(155, 009)
164, 187

) by
3,483

27,415
(30,000

(105)

580

8
(188, 890)
188, 890

Nt cash (used i) provi ded

by financing activiti e

(2.021)

2000

52,960

10,23
107
1910
5,035
(282
(78

(5,654

(3.443)

5,707
20,757

(57

34,200

(4,226)
(524)
(58, 181)
55,718

(3.229)

1,903



Effect of exchange rates on
cash and cash equi val ents

Net i ncrease in cash and
cash equi val ents 16,092 28,163
Cash and cash equi val ents.

begi ani ng of peri od 100,025 77,733

Cash and cash equi val ents,
o a

nd of per o siis, 117 $105, 895

‘Suppl emental di scl osures of
cash 1ow i f or mt i on,
Cash pai d during the year

Tor
Inter 5216 s10
Income taxes 204
‘Suppl emental di scl osures of
ton- cash 1 nanci ng
activities:
Accrued debt i ssuance costs 326

Novatel Vireless, Ine.
Reconci i ation of GMP Net Loss Lo Non-GAAP Nel Loss
Three and N ne Nonths Ended Sept enber 30, 2010
(i thousands, except per share data)

(unaud ted)
Three Months Ended
Septenber 30, 2010
Earnings (Loss)
Por Stare,
Nt Loss Diluted
P net loss 5(7.108) 3(0.22)
2] ust ment
Shar e-based conpensati on
expense () 1552 0.05
Acaquisition bid costs
()
(1) Professional fees  $(662)
(2) Bridge | oan costs
fee amurti zation and
interest expense 2,978
(3) Foreign exchange
gains on Euro
denori nated currency,
nel of hedging costs - 1,716 005
Total bid costs
ferred tax assel
vl uat i on al | ovance (¢ ) (5o (0.02)
Non- GAAP et [oss 5(4,338) 5(0.14)

N e Mont hs Ended
er 30, 2010

Sept enbx
Earnings (Loss)
Por Stare,
Nt Loss Diluted
P net 1oss 3(32,533) s(1.00)
#djust ment s
Share-based
compensati on expense
4,595 015
Acquisition bid costs
0]
(1) Professional fees 51387
(2) Bridge | oan costs
Tee amorti zati on and
interest expense 3,065
(3) Foreign exchange
gains on Euro
denon nat ed currency,
net of hedging costs (1,753 2,699 009
Total bid costs
Deferred tax assel
val aton al l ovance (¢
) 14,102 0.45
Non- AP et |05 5(10, 047) 5(0.35)

(a) Adjustments reflect share-based compensat i on expense recorded under ASC Topi ¢ 71,

(b) The conpany i ncurred the fol low ng expenses related to MEA activities

L. Professional fees to performdue diligence procedures. Activity for the quarter ended Septenber 30, 2010 reflects a reduction in estimted professional fees

2. Amorti zati on of financing costs and i nterest expense related t
™

30 m 111 on short-term!oan facility.

‘e Conpany repaid the loan in full on July 1, 2010
3. The Company realized a foreign exchange gain of $2.9 milion upon
the conversion of Euro denoni nated funds. The Euro denon nated funds were hel d

oreign
exchange gai ns vere of for protective puts

t0 hedge the Conpany's Euro exposure during the bidding process.

(c) During the second quarter of 2010, the conpany recorded a

val uation allovance of $15.5 m11ion against the book value of deferred (ax assels generated prior 1o 2010 Turing the third quarter of 2010, we delermned thal the valvation allovance recorded during the second quarter |ncluded an over accrual of $0.8 mllion altributable (o deferred (ax assels previously reserved. Ve have also determned
here were

certain other uncertain tax 1iabilities that were over accrued by a
Cumil ati ve amount of

50.5 mIlion as of Decenber 31, 2009, vhich had accumulated over a nunber of

years. Ve have anal yzed the potential

impact of these itens and
conel uded ¢ hat

while the accumul ation of these (o errors was significant to the
three months ended

Septenber 30, 2010, the correction of these errors would not be
material to any

i ndi vi dualper i ods.

45 a result ve have recorded $0.5 milion as an
adjustrent (o the

three and nine months ended September 30, 2010 while the correction

the 30.8 million

error is included as an adjustment Lo the nine months ended Septenber
2010, as

provided by the applicabl e accounting Iiterature.

See “Non -GARP Financial Measures” for |nformation regarding our use
of Non-GAAP {1 nanci al  measur es.

Wreless, |
Reconci i ation of GA4P Cperating Costs and Expenses to Non- GAAP
rating Costs and e

Three Months Ended Septenber 30, 2010
(i thousands)
(unaudi te)

v Shar o-based
compensat i on
expense (a)

st of revenves

s156
perating costs and
expenses:
Fesearch and devel oprent 11,576 505
Sl es and mar ket ng 4163 266
General and adm nistrative 3,833 565
Total operating costs and
expenses 319,572

Total

B st
) non- v

st of revenves

62,256

@erating costs and
expenses:
Research and devel oprent

. 11,081
Sl es and murketi ng - 3/s07
General and adni i strative (662) 3010
Total operating costs and
expenses s(662) s18,838

Total



(@) Adjustrents reflect
under ASC Topi ¢ 718.

(b) Professi onal
for the quarter

fees 1o perform due diligence procedures.
ended

Shar e- based compensati on expense recor ded

Activity

mber 30, 2010 reflects a reduction in estimted prof essi onal

Fees.

See “Non -GARP Fi nancial

of Non-GAAP {1 nanci al measur es.

Novatel Wreless, Inc
Reconci liati on of GMP Gerating Costs and
perating Costs and
N ne honths En

Measures® for informtion regarding our use

Expenses to Non-GIAP.

(unaudi ted)
v Share- based
- conpensat | on
expense (a)
st of revenves sar3

175, 113

erating costs and expenses

Fesearch and devel oprent 34,070 1,687
Sales and marketing 15,258 838
General and adni i strative 14,300 1697

Total operating costs and
expenses $63, 637
Total
Bd sts
() Non- P
st of revenves 5174, 640

perating costs and expenses:

h and devel opent 32,383
Sales and murketing - 14,420
General and adri ni strati ve 1,387 11,225
Total operating costs and
expenses 1,307 558,028

Total

(a) Adjust ments
under ASC Topi ¢

(b) Professional fees to perform due diligence procedures

reflect share-based conpensation expense recorded
718,

Aetivity

for the quarter ent

e
mber 30, 2010 reflects a reduction in estimated prof essi onal

See “Non -GARP Financial Measures” for |nformation regarding our use
of Non-GAAP {1 nanci al  measur es.

Novatel Wreless, Inc.

of GAAP Loss before Income Taxes to EBITDA

Reconei I ati on
hre

Loss before i ncoe 1

Depreci ati on and anorti zati on

Shar e-based conpensati on

MeA rel ated activities

Qer_expense (i ncone)
EBITDA

See "Non -GAP Fi nanci al
our use of Non.

SOURCE Novatel Wirless, .

e Mnths Ended Septenber 30,

GMP 1 nanc

2010
(i thousands)
(unaudi te)
Three ponths Ended
‘Septenber 30, 2010
88, 254)

expense

Measures™ for informati on regarding
ial masures.
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