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Explanatory Note

Novatel Wireless, Inc. (the “Company”) is filingishAmendment No. 1 to Form 10-K on Form KA to amend and restate the finan
statements within the Company’s Form 10-K for tisedl year ended December 31, 2003 as filed witSihcurities and Exchange
Commission on March 15, 2004 to correct a misstaternm the accounting for the Company’s Series éf@red stock that was identified
subsequent to the filing of the original Form 10A¢. a result of this restatement, net loss appléecedocommon stockholders in the
accompanying statement of operations for 2003 bas Increased by $687,000, from a loss of $16.omihs previously reported to a loss
$16.7 million as restated. This increase in net lggplicable to common stockholders representdithidend recognized during the period for
the remaining value of the unaccreted beneficiaveosion feature and offering costs. Accordingbgsl per common share in the
accompanying statement of operations for 2003 bas Increased by $0.09, from from a loss of $2d5share as previously reported to a
loss of $2.14 per share as restated. Further digrusf the correction appears in Note 6 to ouitadctonsolidated financial statements.

This Amendment No. 1 to Form 10-K on Form 10-K/&aupdates Item 12, “Security Ownership of CerBeneficial Owners and
Management,” and certain other descriptions ofcaynital stock to provide such information as of ka9, 2004. The update reflects the
conversion of all of the outstanding shares of®eries A preferred stock and 186 shares of oueS&ipreferred stock into shares of our
common stock, all of which occurred subsequenhédfiting of our original report on Form 10-K withe Securities and Exchange
Commission on March 15, 2004. In addition, this Aah@ment No. 1 to Form 10-K on Form 10-K/A includeiman changes to the section
titted “Management’s Discussion and Analysis ofdfinial Condition and Results of Operations” andexs a typographical error on page 2
to change the forecasted industry-wide compoundargrowth rate for third generation infrastructapending to 41.4% from 51.0% over
the period from 2003 to 2007.

As used in this Amendment No. 1 to Form 10-K onnr@0-K/A, unless the context otherwise requires,tdims “we,” “us,” “our,” the
Company” and “Novatel Wireless” refer to Novatelf@dless, Inc., a Delaware corporation, and its whoWned subsidiaries.
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Forward-Looking Statements

This report contains forward-looking statementseblasn our current expectations, assumptions, estévaand projections about Novatel
Wireless and our industry. These forward-lookirggesnents include, but are not limited to, statesyesgarding: increasing demand for
access to wireless data and factors affectingdiatand; the future growth of wireless wide areavagking and factors affecting that growth;
changes in wireless transmission standards anddémdies; growth in 3G infrastructure spending; shéficiency of our capital resources; the
effect of changes in accounting standards andgads of our critical accounting policies; and ganeral business and strategy, including
plans and expectations relating to technology, pcbdevelopment, strategic relationships, custonmeasufacturing, service activities and
international expansion. The words “anticipate &ltbve,” “expect,” “intend,” “plan,” “project,” “wil” and similar words and phrases are also
intended to identify forward-looking statements.

Forward-looking statements involve risks and uraieties. Our actual results could differ materiditym those anticipated in such
forward-looking statements as a result of certagtdrs, as more fully described elsewhere in gy®rt. For a detailed discussion of these
risks and uncertainties, see the “Business — Ri&ltated to Our Business” section of this Form 10AKe undertake no obligation to update
publicly any forward-looking statements for anysea, even if new information becomes availabletbeoevents occur in the future, except
as otherwise required pursuant to our on-goingrnteypobligations under the Securities Exchange #934, as amended.

Trademarks

The Novatel Wireless logo, “Merlin,” “Freedom Boahd “Expedite” are trademarks of Novatel Wireléss, All other brand names
and trademarks mentioned herein are the propettyeaf respective holders.
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PART |

Item 1. Business
Overview

We are a provider of wireless broadband accessiaodufor the worldwide mobile communications markaur broad range of produc
includes wireless data modems and software foofaPCs, embedded wireless modules for originalpegeint manufacturers, or OEMs, and
ruggedized wireless data modems for public safetytalemetry applications. Through the integrabbour hardware and software, our
products are designed to operate on a majorityodfa wireless networks and provide mobile subseslwith secure and convenient acce
data including corporate, public and personal imiation through the Internet and enterprise netwdhks also offer software engineering and
design services to our customers to facilitateuses of our products.

Our primary end customers include wireless opesagach as AT&T Wireless, China Mobile, Sprint PT8lecom Italia Mobile,
Telefonica and T-Mobile. We also sell our produdtsnestically and internationally through OEMs sasltDell and Hewlett-Packard (HP),
value added resellers, or VARS, such as Beida BadeGroup, and distributors such as Hugh Symamsddition, we have strategic
technology, development and marketing relationshils leading companies such as Lucent Technolo@pent PCS and International
Business Machines (IBM), each of which is also st@mer of ours.

Industry Background
Growth of the Wireless Communications Market

The wireless communications market has experieraygid growth as wireless communications productssevices have become
widely available and increasingly affordable. TtEpid growth has been driven by numerous factarsidting technological advances,
reduced costs for wireless devices, changes indelmunications regulations and the allocation &&hbking of additional radio spectrum.
According to a January 2004 report from GartnerDaést, an industry research firm, worldwide wseleperators have experienced
compound annual revenue and subscriber growth 0a23.4% and 34.1%, respectively, over the fivarygeriod from 1998 to 2003.

Growth of Wireless Wide Area Networking

While wireless networks have traditionally beendugesupport voice communications, the industrgusently experiencing an
increased demand to support wireless access toAltresult, solutions for wireless access ta gdath as Wireless Wide Area Networking
(WWAN), Wireless Local Area Networking (WLAN, 80214, or Wi-Fi) and Bluetooth have become increasirggilnmon. While Bluetooth
and WLAN technologies are designed to operatevinnmbility or stationary environments, WWAN has #iglity to offer broader coverage
and increased mobility and roaming capabilities.

IDC, an industry research firm, reported in Septend 2003 that WWAN infrastructure spending wa8.8Jillion in 2002. We
anticipate that future growth in the WWAN marketlWe driven by several factors, including:

» Increased Mobility of the Modern Workforc The increased mobility of the modern workfoacel the prevalence of the Internet
and e-mail as business tools have increased defoaniteless access to data. Mobility provided bYWWN access solutions has
the potential to substantially increase worker priivity away from the office

» Upgrades in Wireless Infrastructure. Over the past several years, wireless operhews been upgrading their networks to sug
fast and reliable data transmission. As these esgetiata services become more broadly availableamite plans become more
affordable, an increasing number of laptop PCsathdr access devices are being designed to use WiWARNer to access da

1
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* Increased Availability and Sophistication of Mob@emputing Device. In response to the greater availability ofeldss data
services, OEMs have introduced a range of deviwsincorporate WWAN functionality including lapt®iCs, personal digital
assistants, or PDAs, and mobile phot

Emergence of Next Generation Wireless Networks

WWAN services are provided over wireless commuinecabetworks, which operate using several diffesard evolving transmission
standards and radio band frequencies. First-geaeyatr 1G, analog technology is expected to besptiaut over the next five years. Second-
generation, or 2G, wireless technologies includdeCbivision Multiple Access (CDMA), Time Division Mtiple Access (TDMA), Global
System for Mobile Communications (GSM) and IntegdaDigital Enhanced Network (iDEN). Second generatechnologies have been
supplemented with 2.5G packet-switched data sesyighich have extended the life of 2G servicesduiray wireless data capabilities. These
2.5G technologies include:

» General Packet Radio Servicer GPRS, is a packet-switched service that allows dataetsent and received over the existing
GSM network. With GPRS, subscribers can attainles®access to data at maximum speeds of up tklkiis} approximately twic
as fast as the maximum connection speed of a sthudit-up wireline connection which is 56.6 kbj

+ CDMA 1xRTTprovides voice and data capabilities which allowssuibers to attain wireless access to data atrmanrispeeds of
to 153.6 kbps

» Enhanced Data Rates for GSM Evolut, or EDGE, further enhances GSM/GPRS by adopting new madual&tchnology to
achieve higher data rates. With EDGE, subscrib@nsattain wireless access to data at maximum spéeqsto 384 kbps

The wireless communications industry has develgpettifications for third generation, or 3G, staddao accommodate increased data
transmission and to allow for faster transmissioeesis. According to IDC, 3G infrastructure spendinirecasted to grow at a 41.4%
compound annual growth rate from $4.0 billion i©2Qo $16.0 billion in 2007. This significant grdwis driven by demand from wireless
operators for spectrum efficiencies, increasedagerevenue per user, or ARPU, reduced subscribester, increased network capacity,
lower operating costs and expanded revenue oppbtesiprovided by 3G technologies. 3G technologietide:

e Universal Mobile Telecommunications Systems, or SM$ the 3G standard designed to be employed by G@#ators. UMTS is
also referred to as Wideband Code Division Multiateess, or W-CDMA. With UMTS, subscribers can iati@ireless access to
data at maximum speeds of up to 384 K

» CDMA 1xEV-DCandCDMA 1xEV-DVare the 3G standards designed to be employed by Aopérators and provide wireless
access speeds comparable to wireline DSL sen&dsscribers can attain wireless access to dataxtmam speeds of up to 2.4
Mbps on CDMA 1xE\-DO networks and 3.1 Mbps on CDMA 1x-DV networks.

2
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Our Products

We offer a wide range of wireless broadband acselsgions for the worldwide mobile communicationariket. Our products are
designed to operate across 2.5G wireless netwinidading GPRS and CDMA 1xRTT, and 3G networks|uding W-CDMA/UMTS and
CDMA 1xEV-DO, using single or multiple radio bangduencies. The following table illustrates ounpipal product lines and applications:

Product Applications

Wireless PC Card Modems

Merlin Wireless PC Card for UMTS « Laptop PCs and other platforms supporting PCMCI
Merlin Wireless PC Card for CDMA 1xRT interfaces

Merlin Wireless PC Card for GPF

Merlin Wireless PC Card for CDMA 1xEV-DO (cuntéy in

development

Embedded Wireless Modules for OEMs

Expedite Wireless Embedded Modem for CDMA 1xRTT Point of sale terminals, automated teller maebj

vehicle and asset tracking and inventory monito

Ruggedized Wireless Data Modems

Freedom Box for GPR * Public safety and telemet
Freedom Box for CDMA 1xRT

Merlin Wireless PC Card Modems

Our Merlin Wireless PC Cardnodems provide mobile subscribers with secure angenient high-speed wireless access to data
including corporate, public and personal informatibrough the Internet and enterprise networkshEdourMerlin Wireless PC Card
Modems is approximately the size of a credit card slides inside standard Type Il PC card slotaptop PCs and other products employing
PCMCIA interfaces. All our modems utilize modem rager software and are compatible with a range witde including laptop PCs, PDAs
and mobile phones as well as operating systemsdmgj Microsoft Windows 98, 2000, Millennium EditipXP and Pocket PC. The
following is a representative selection of derlin Wireless PC Card Modems

TheMerlin U530is a tri-band (900/1800/2100 MHz) wireless PC caatlem designed to provide mobile subscribers wih-h
speed wireless access to data over 3G UMTS netwbhieMerlin U530enables wireless access to data at speeds of up to
approximately 384 kbps in UMTS coverage areas &l lBbps in GPRS coverage areas. This productnaxiuced in March
2003 and was created under a joint developmeneaggat with Lucent Technologies. Commercial saleéh®Merlin U530began
in December 200:

TheMerlin C201is a single band (1900 MHz) wireless PC card modesigned to provide mobile subscribers with higbesp
wireless access to data over CDMA 1xRTT networke Nlerlin C201enables wireless access to data at maximum spéegs®
approximately 153.6 kbps in CDMA 1xRTT coverageaarand 14.4 kbps in CDMA circuit-switched coverageas. Equipped with
a built-in antenna for maximum network coverage anlkdanced portability, thderlin C201also enables two-way Short Messaging
Service, or SMS, capabilities allowing subscrittersend and receive text messages for quick paosperson or group chats from
their laptop PCs

TheMerlin G301Series is a tri-band (900/1800/1900 MHz) wirele€scard modem designed to provide mobile subscrivihs
wireless access to data over global GSM/GPRS nksvdheMerlin G301enables wireless access to data at maximum spéeg
to approximately 53.6 kbps in GPRS coverage aredd4.4 kbps in GSM coverage areas. Wezlin G301is equipped with a
robust removable antenna to enhance portabilityeswadbles SMS capabilitie
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* TheMerlin G100is a single band (1900 MHz) wireless PC card modesigned to provide mobile subscribers with wirglascess
to data over GSM/GPRS networks. T#erlin G100enables wireless access to data at maximum spéegso approximately 53
kbps in GPRS coverage areas and 14.4 kbps in GSbtage area:

e TheMerlin G201is a dual band (900/1800 MHz) wireless PC card modesigned to provide mobile subscribers with veissl
access to data over GSM/GPRS networks. Nledin G201enables wireless access to data at maximum spéegso
approximately 53.6 kbps in GPRS coverage areadarddkbps in GSM coverage areas. Merlin G201is equipped with a robust
removable antenna to enhance portability and ea&l&S capabilities

* TheMerlin V620is a dual band (800/1900 MHz) wireless PC card mmobeing designed to provide mobile subscribers with
wireless access to data at maximum speeds of appimximately 2.4 Mbps on CDMA 1xEV-DO networks.Habruary 2004, we
announced an agreement with Verizon Wireless todinice products based on the CDMA 1-DO standard

Expedite Embedded Wireless Modules for OEMs

The Expedite C201 Wireless Embedded Modemsingle band wireless module designed for natémn into equipment and devices for
vertical markets such as inventory monitoring, anwdited banking, vending machines, vehicle tracksegurity, point of sale and other
applications. The modem has two separate firmwptiems to provide high-speed wireless access @ atatnaximum speeds of up to
approximately 153.6 kbps in CDMA 1xRTT coverageaarer 14.4 kbps in CDMA circuit-switched coveragess. Théexpedite C201
enables SMS text messaging and can enhance lag®mmhBndheld devices, tablet PCs and smart phgngobiding high-speed wireless
access to data including corporate, public andgpesnformation through the Internet and entemristworks. The modules’ over-the-air
download feature also helps reduce life cycle aostkeeps the product operating at peak performiayedowing firmware upgrades withc
having to physically recall the unit.

Freedom Box Ruggedized Wireless Data Modems

TheFreedom BoxXamily of ruggedized wireless data modems incluties-reedom Box FB 200@r use in CDMA 1xXRTT coverage
areas and thEreedom Box FB 200€r use in GSM/GPRS coverage areas. Freedom Boyroduct line is designed to operate in harsh
conditions, including extremes of temperature, tdityi vibration and noise. Integrated with its oW@P/IP stack, which facilitates
transmission of serial data from non-IP devicesRteedom Boxs a powerful and versatile communications devicg Enables remote
telemetry applications, such as utilities monitgritraffic measurement and control, public safgylizations, environmental monitoring and
primary and redundant connectivity for automatdi@tenachines, routers and enterprise servers.

Our Strategy

Our objective is to be the leading provider of Wes broadband access solutions for the worldwidkilencommunications market. The
key elements of our strategy are to:

e Commercialize Our 3G Products Worldwide We intend to offer our customers the most adedrBG products available on the
market. To date, we have announced orders for 3@ 8 kroducts from wireless operators such as T-Mduid Telefonica.
Additionally, in February 2004 we announced an agrent with Verizon Wireless to introduce produasdd on the 3G CDMA
1XEV-DO standard. We intend to continue expanding tHeubof our 3G products with leading wireless agters worldwide

4
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» Leverage Strategic Relationships with Wireless stigquLeaders. We believe that strategic relationships with wissléndustry
leaders are critical to our ability to leveragessabpportunities and ensure that our technologgsimrents address customer needs.
Through strategic relationships, we increased ntgréeetration by accessing the resources of otmlsiding access to distributi
resources, exclusive sales and marketing and insigghfuture technology and market opportunitiést example, our strategic
relationships with wireless industry leaders sughacent Technologies allow us to leverage thginificant resources, network
capabilities and service offerings in order to grate operators of 3G UMTS networks. In additioh.twent Technologies, our
strategic relationships include agreements withomajreless operators such as Sprint PCS and lgddahnology companies such
as IBM.

» Capitalize on Our Direct Relationships with Wirede3perators. We intend to capitalize on our direct relationshipth wireless
operators in order to increase our worldwide mapksition. In Europe, we are working closely witireless operators of 3G
UMTS wireless networks. In North America, we haneagreement with Verizon Wireless to introduce kegleed wireless access
products using the 3G CDMA 1xEV-DO standard anccavetinue to work closely with Sprint PCS on CDMARIKT. In Asia, we
intend to strengthen our market presence by contijnio work directly with wireless operators sughGhina Unicom and China
Mobile, or through VARSs which provision for operegpby offering comprehensive solutions based ananeless expertise

» Continue to Target Key Vertical Market Opporturstend Penetrate New Markets We believe that on-going developments in
wireless technologies will create additional vertimarket opportunities and more applications fargroducts. Currently, we
market our broadband wireless access solutionsytav&rtical industry segments by offering innovatproducts that increase
productivity, reduce costs and create operatioffigiencies. We are currently working with, amonihers, AT&T Wireless and
Sprint PCS in telemetry applications, Commerciaretail/point of sale, Caltrans in public safd®yget Sound Energy in utilities
and Remote Knowledge (through Suntron) in assekitrg.

* Increase the Value of Our Produ. We will continue to add new features and fiowlity to our products and develop new
software applications to enhance the overall vahat ease of use that our products provide to cstomers. For example, we inte
to add features such as two-way SMS, voice capiabiliVirtual Private Networks, or VPNs, for secarzess and Global
Positioning System, or GPS, for location monitorie also intend to continue to apply our techninlaigexpertise to reduce the
overall size, weight, cost and power consumptioawfproducts, while increasing their capabilitesl performance

Customers

Our global end-customer base is comprised of wasetgerators, OEMs, VARSs, distributors and varimarspanies in other vertical
markets. The following is a representative selectibour current end-customer base:

Wireless Operators OEMSs, VARs, and Distributors

AT&T Wireless Beida Jade Bird Grou

Orange Computer Discount Warehouse (CD'
Sprint PCS Dell

Telefonica HP

T-Mobile Hugh Symon:

Verizon Wirelest IBM

Wwind Remote Knowledge (through Suntrc
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Our strong customer relationships provide us withdpportunity to expand our market reach and sales

» Wireless Operators By working closely with our wireless operatmustomers, we are able to drive demand for ourymiscby
combining our expertise in wireless technologiethhie operators’ sales and marketing reach ogéolzal subscriber base. Our
operator customers also provide us with importantises, including field trial participation, tedbal support, wireless data
marketing and access to additional indirect distidn channels. To leverage these services, wege@perators with early access
to new products and technical trainil

» OEMSs, VARs and Distributors Our OEM customers integrate our products d&weices that they manufacture and sell to esel
through their own direct sales forces and indidgstribution channels. Our products are capablee@ig integrated into a broad
range of devices, including but not limited to HPPCs, vehicle location devices, electric metezading machines, industrial
equipment and wireless credit processing and pdiséle devices. Examples of our OEM customersigdeDell, HP and Remote
Knowledge. We seek to build strong relationshipthwiur OEM customers by working closely with thend groviding application
engineering support during the integration of owdpicts. We also work closely with select domesitid international VARs and
distributors and view them as important channaistfe distribution of our products. Examples of ®4Rs and distributors incluc
Beida Jade Bird Group in China and Hugh Symonsuirge.

Strategic Relationships

We continue to develop and maintain strategic imahips with wireless industry leaders. Throughtsgic relationships, we have been
able to increase market penetration by leveradirgesources of our channel partners, includinig #teess to distribution resources,
increased sales opportunities and insight intoréutechnology and market opportunities.

Our strategic relationships include technology aradketing relationships with wireless operatorsMD&istomers that integrate our
products into other devices, VARSs, distributors &atling technology providers. Our key strategiatienships include:

* Sprint PCS Sprint PCS operates an ditjital, nationwide, voice and data wireless netniarthe United States. In February 2C
we entered into a three-year global agreement unbieh we develop and provide Sprint PCS with véissl PC card modems that
run on Sprint PC' CDMA 1xRTT network as well as on a next generaB8@network.

e Verizon Wireless In January 2004, we entered into an agreemigintVerizon Wireless to introduce high-speed wes access
products based on the 3G CDMA 1xEV-DO standard.ddtide terms of the agreement, we have agreedviageand supply
products to Verizon Wireless based on the CDMA 1-DO standard, subject to certain conditic

» Lucent Technologie. In June 2002, we entered into a Joint Devekagrgreement with Lucent to create next generation
wireless data access products designed to provid@ersubscribers with high-speed wireless acae#set Internet and corporate
intranets over 3G UMTS networks. Under the termthefagreement, as amended in July 2003, we haxtoged multi-mode,
multi-band UMTS/GPRS wireless PC card modems, and Linantontributed research, development and markstipgort.

e IBM. In September 2002, we entered into a globaplsuagreement with IBM. Under the terms of thisesgment, IBM offers its
enterprise customers the option to bundle our es&®broadband access solutions along with thewpapCs. We intend to continue
to work closely with IBM to promote the sales of gquoducts directly into the enterprise marketpli
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Sales and Marketing

We sell our wireless broadband access solutiomsradess operators, OEMs, VARs and distributorated worldwide. Most of our
sales to wireless operators and OEMs are soldthithcough our sales force. We also use an intisates distribution model through the use
of select VARs and distributors.

In order to maintain strong sales relationshipspvwevide co-marketing, trade show support and denits for merchandising. We are
also engaged in a wide variety of activities, saslawareness and lead generation programs assymlhduct marketing. Other marketing
initiatives include public relations, seminars, amdmarketing and co-branding with partners.

We are continuing to drive widespread adoptionwfmroducts through increased global marketingvdigts, expansion of our sales
team and distribution networks, and continued lagerof our strategic relationships with wirelestuistry leaders.

Product Development and Research

Our product development efforts are focused on ldeirey innovative wireless broadband access saiatto address opportunities
presented by next generation wireless networksrapcbving the functionality, design and performaon¢®ur products. We intend to
continue to identify and respond to our customeegds by introducing new product designs with aphesis on ease-of-use, performance,
size, weight, cost and power consumption.

We manage our products through a structured liedecgrocess, from identifying initial customer r@ements through development and
commercial introduction to eventual phase-out. Byiproduct development, emphasis is placed on timmearket, meeting industry standa
and customer product specifications, ease of iategr, cost reduction, manufacturability, qualitydareliability.

Our product development efforts leverage our capedise in the following key technology areas:

» Advanced Radio Frequency Des. Advanced Radio Frequency, or RF, design ikéyetechnology that determines the
performance of wireless devices. We have speciliz€00/900/1800/1900 and 2100 MHz designs foitaligellular, packet data
and spread spectrum systems. Our proprietary Rfatdogy contributes to the performance, small aizé low cost of our produc

» Miniaturization and System Integratic. ~ Small systems integration is the integratibapplication specific integrated circuits, or
ASICs, RF and baseband integrated circuits andggaeg technologies. The complete wireless modgmadkaged into a module
less than half the size of a credit card throughube of advanced integrated circuit designs, eddzbdoftware modems and multi-
layer RF stripline technologies. We will contingeaugment our miniaturization technology, workiodurther reduce the size and
cost of current and future produc

Manufacturing

We outsource the manufacturing of all our prodietisG Innotek Co., Ltd, a subsidiary of LG Groupgated in South Korea. Under
manufacturing agreement, LG Innotek provides uk ad@rvices including component procurement, prochastufacturing, final assembly,
testing, quality control, fulfillment and delivesgrvices.

We outsource our manufacturing in an effort to:

» focus on our core competenci

* minimize our capital expenditures and lease olibgat

» realize manufacturer economies of sc
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» achieve production scalability by adjusting mantifeing volumes to meet changes in demand,;
e access be-in-class manufacturing resourc

We believe that additional assembly line efficiescare realized due to our product architectureoamg¢ommitment to process design.
Direct materials for our products consist of togedts such as printed circuit boards, molded iglasimponents, metal components and
ASICs, as well as industry-standard components aadhansistors, integrated circuits, piezo-eleditters, duplexers, inductors, resistors and
capacitors. Many of the components used in ourymsdare similar to those used in cellular teleghloandsets, helping to reduce our
manufacturing costs through the use of standargpooents.

Our operations organization manages our relatipnsith LG Innotek and focuses on improvements isigle-for-manufacturing, test
procedures, quality, cost optimization and producicheduling.

Intellectual Property

Our wireless broadband access solutions and opesatély on and benefit from our portfolio of inéeitual property. We currently own
22 United States patents, four of which are algistered in Canada. In addition, we currently h28éJnited States patent applications
pending. From time to time we also seek to havepatgnts registered in selected foreign jurisdiciorhe patents that we currently own
expire at various times between 2005 and 2020.

We own a number of trademarks and service markkjding Expedite, Merlin, and Freedom Box, eachhité accompanying designs,
as well as the Novatel Wireless logo.

We license CDMA technology from QUALCOMM Incorpoedt for integration into our products. These licenasow us to
manufacture CDMA-based wireless modems and taselistribute them worldwide. In connection wittchusales, we pay royalties to
QUALCOMM. The licenses do not have a specified tamd may be terminated by us or by QUALCOMM forsmor upon the occurrence
of other specified events. In addition, we may ieate the licenses for any reason upon 60 days written notice. We have also granted to
QUALCOMM a nontransferable, worldwide, nonexclusifudly-paid and royalty-free license to use, imoection with wireless
communications applications, certain intellectualgerty of ours that is used in our products whidorporate the CDMA technology
licensed to us by QUALCOMM. This license allows QUZOMM to make, use, sell or dispose of such proslacid the related components.

Competition

The market for wireless broadband access soluisorapidly evolving and highly competitive. It ikeély to continue to be significantly
affected by the evolution of new wireless techngletandards, new product introductions and the ataktivities of industry participants.
We believe the principal competitive factors imagthe market for our products are form factangito-market, features and functionality,
performance, quality, brand and price. To maingaid improve our competitive position, we must cmnti to develop new products, expand
our customer base, grow our distribution networtt Eaverage our strategic relationships.

Our primary competitors include Option Internatipr&erra Wireless, Sony-Ericsson and Wavecom. lieve that we have
advantages over each of our primary competitorsaltiee technical and engineering design of oudpets, the broad range of solutions that
we offer, the ease-of-use of our products, ouiitghid adapt our products to specific customer sestd our competitive pricing. As the
market for wireless broadband access solutionsrelgather entrants may seek to compete with us.

Employees

As of December 31, 2003, we had 80 employees,dimdunine in sales and marketing, 50 in producketitgument and research, seve
operations, and 14 in general and administratinetfans. Our employees are not represented by @ligctive bargaining unit and we
consider our relationship with our employees tgobed.
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Risks Related to Our Business

We have incurred significant operating losses simmgr inception and if we are unable to increase ow@venue and gross margins, we may
continue to incur significant net losses and negagicash flow from operations.

We have incurred significant operating losses atdasses in each annual and quarterly period sincénception. We incurred net
losses applicable to common shareholders of $18libmfor 2003, $53.5 million for 2002 and $91.0lken for 2001. In addition, we had
negative cash flows from operations of $0.4 millfon2003, $28.7 million for 2002 and $55.4 milliéer 2001. As of December 31, 2003,
had an accumulated deficit of $247.1 million. If am unable to increase our revenue and gross msasgfficiently to offset our expenses,
will not achieve profitability and our operatingskes, net losses and negative cash flow from dpesatill continue.

If we experience negative cash flow from operatipmge may need to raise additional capital to fundravorking capital requirements an
anticipated capital expenditures.

We have experienced negative cash flow from opmratin the past and have only recently become ftasthpositive. We currently
anticipate that budgeted cash flow from operatitmgether with our current working capital, incladicash received in the private placement
transaction we completed in January 2004, williffigent to meet our working capital requiremeats] anticipated capital expenditures for
the next twelve months. However, the forecast ofatility to meet working capital requirements amdicipated capital expenditures in the
future is a forward-looking statement that involvis&s and uncertainties and actual results coalg.\Our budgeted cash flow from
operations include assumptions about increased galemes. If we are unable to increase our revamdegross margins sufficiently to offset
our operating expenses, we will continue to expeeenegative cash flow from operations and mayehaired to raise additional capital. Our
ability to obtain additional capital will depend tinancial market conditions, investor expectatifmsthe wireless technology industry, the
national economy and other factors outside ourrobrif we issue equity securities, our stockhosdeill experience dilution. There can be no
assurance that any such additional financing wlhizailable on acceptable terms, or at all. If edethe failure to secure additional financing
would have a material adverse effect on our busijrfasancial condition and operating results.

Ouir failure to predict and comply with evolving ingtry standards, including 3G standards, could hartr ability to introduce and sell ne
products.

In our industry, it is critical to our success that accurately anticipate evolving wireless stadsland that our products comply with
such standards. We are currently focused on matuniiag and engineering products that comply with\8i@less standards. Any failure of
our products to comply with 3G or future standardsld delay their introduction and require costhg dime-consuming engineering changes.
Additionally, if wireless operators or subscrib&# to adopt the standards to which we engineempooducts, then sales of our new products
could be materially harmed.

If we fail to develop and introduce new productsceessfully, we may lose key customers or produdieos and may not be able to comp
effectively.

The development of new products requires technoédginovation and can be difficult, lengthy andtty In addition, wireless
operators require that wireless data systems deglow their networks comply with their own standarghich may differ from the standards
of other operators. If we fail to complete the depenent of products on time and within budgeted anmt®, we will be unable to introduce
new products into the market on a timely basiat #ill. In addition, as we introduce new versiohewr existing products or new products
altogether, our current customers may not reqhegechnological innovations of these productsraagl not purchase them.
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Further, as part of our strategy, we enter intdremts with customers pursuant to which we develaulucts for later sale to the
customer. Our ability to generate future revenugenrany such contracts depends upon our abilitiet@lop products in a cost effective
manner that meet defined specifications and atalsaifor manufacturing. Our ability to maximizethenefits of these contracts depends in
part on the following:

* We have priced these contracts based on ourastihproduction costs. If our actual productiontsase higher than our estimated
costs, our gross margins on the corresponding acistwill decrease

* If we are unable to commit the necessary ressuscare otherwise unable to successfully devetodyets as required by the terms
of these contracts, our customers may cancel thgedecontracts, we may not be entitled to recawsrcosts that we incurred for
research and development, sales and marketingugtiod and otherwise, and we may be subject totiaddil costs such as
contractual penaltie:

» If we fail to deliver in a timely manner a produiat is suitable for manufacture or if a custometermines that a product we
delivered does not meet the agreed-upon specditative may have to reduce the price we can cliargeich product, or we may
be required to pay damages to the custo

If we are unable to successfully manage these dskseet required deadlines in connection with @neore of our key contracts, we
may lose key customers or orders and our busireedd be harmed.

The wireless communications market is highly comiieé, and we may be unable to compete effectively.

The markets for wireless data access productsigiylcompetitive, and we expect competition toreese. Many of our competitors or
potential competitors have significantly greateaficial, technical and marketing resources thadav@ hese competitors may be able to
respond more rapidly than we can to new or emergiolgnologies or changes in customer requiremeéhesy also may devote greater
resources than we do to the development, promatiaisale of their respective products.

Many of our current or potential competitors haverenextensive customer bases and broader custefagonships and industry
relationships that they can leverage to estabéifdtionships with many of our current and poterdisdtomers. These companies also have
more established customer support and professsamaices organizations. In addition, these compamiay adopt aggressive pricing policies
or offer more attractive terms to customers, maydbeitheir competitive products with broader pradaféerings and may introduce new
products and enhancements. Current and potentigbetitors may establish cooperative relationshipsray themselves or with third parties
to enhance their products. As a result, it is fdeshat new competitors or relationships amongmetitors may emerge and rapidly acquire
significant market share.

Our wireless communications products compete witaraety of devices, including wireless modems gléiss handsets, wireless
handheld computing devices and other wireless dsvi©ur current and potential competitors include:

» wireless data modem providers, such as OptionriatEmal, Sierra Wireless, Sc-Ericsson and Wavecor

» wireless device manufacturers, such as palmOnd&asdarch in Motion; ar

» wireless handset manufacturers, such as MotoralkiaNSamsung and Sc-Ericsson.

We expect our competitors to continue to improvepbrformance of their current products and taahice new products, services and
technologies. For instance, new models of laptop 8@l handheld computing devices could includenatavireless modems installed by the
manufacturer which would reduce the need for comsarto purchase our aftermarket wireless modemugtedSuccessful new product

introductions or enhancements by our competitomdceduce our sales and the market acceptancer giroducts, cause intense price
competition and make our products obsolete. Toobepetitive, we must continue to invest
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significant resources in research and developnseig¢s and marketing, and customer support. We tdensure that we will have sufficient
resources to make these investments or that wédeéible to make the technological advances nagessgemain competitive. Increased
competition could result in price reductions, fewastomer orders, reduced margins and loss of aukehshare. Our failure to compete
successfully could seriously harm our businesgnional condition and results of operations.

If we fail to develop and maintain strategic relatiships, we may not be able to penetrate new maxl

A key element of our business strategy is to patetmew markets by developing new products thratigtiegic relationships with
industry leaders in wireless communications. Wecareently investing, and plan to continue to irtysggnificant resources to develop these
relationships. We believe that our success in patieg new markets for our products will dependpamt, on our ability to maintain these
relationships and to cultivate additional or altgive relationships. We cannot assure you that ilde able to develop additional strategic
relationships, that existing relationships will\due and successfully achieve their purposes drtleacompanies with whom we have
strategic relationships will not form competingaargements.

We depend upon a small number of our customersdaubstantial portion of our revenue and we currgntely upon a few of our key
customers to make contractual minimum volume purces.

A significant portion of our revenue comes frommaadl number of customers. Our top ten customer2®®3 and 2002 accounted for
approximately 94.7% and 84.6% of our revenue, mespdy. For 2003, Sprint PCS and Lucent accoufde@pproximately 55.0% and 29.¢
of our revenue, respectively. For 2002, Sprint R8& @Road accounted for approximately 46.5% arfh 60our revenue, respectively. We
expect that a small number of customers will cargito account for a substantial portion of our neaee If there is a downturn in the business
of one or more of our current customers, or if onenore of our current customers files for bankeypir becomes insolvent, such as occurred
with respect to two of our former significant cusiers in 2001, our revenue may decline. Similany, r@venue could be adversely affected if
we are unable to retain the business of any osmymificant customers or if we are unable to diifgrsur customer base.

Some of our key customers are currently obligadetidke minimum volume purchases pursuant to castr&ollowing the expiration
of such obligations, those customers will not bigalbed to make any purchases of our productsdditian, a majority of our customers
purchase our products under purchase orders arglirgiant to any contractual minimum purchase abiigs. Such customers have no
contractual obligation to purchase our productsiatitey do not continue to make purchases, ouvemae and our share price may decline.

The sale of our products depends on the demanddiaradband wireless access to enterprise networks dne Internet.

The markets for broadband wireless access soluimeelatively new and rapidly evolving, both teglogically and competitively, ar
the successful sale of related products and serdepends in part on the demand for wireless atoesgerprise networks and the Interne
the past, market demand for both wireless produatiswireless access services for the transmis$idata has developed at a slower rate
we anticipated and our product sales have not gegbsufficient revenue to cover our operatingostie failure of these markets to
continue to grow may adversely impact the demanado products, and as a result, our businessadinhcondition and results of operations
may be harmed.

The marketability of our products may suffer if wetess telecommunications operators do not deliveceptable wireless services.

The success of our business depends on the captidability and reliability of wireless datatmsrks provided by various wireless
telecommunications operators. Currently, variouzlss telecommunications
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operators such as Sprint PCS, either directly intljowith us, sell our products in connection witte sale of their wireless data services to
their customers. Growth in demand for wireless datess may be limited if wireless telecommunicetioperators cease operations, fail to
offer services which customers consider valualalitfd maintain sufficient capacity to meet demémdwireless data access, delay the
expansion of their wireless networks and servifahbto offer and maintain reliable wireless netWweervices or fail to market their services
effectively. In addition, our future growth deperatsthe successful deployment of next generatioaless data networks provided by third
parties, including those networks for which we ewerently developing products. If these next geti@nanetworks are not deployed or widely
accepted, or if deployment is delayed, there vélhio market for the products we are developingoerate on these networks. If any of these
occurs, or if for any other reason the demand foeless data access fails to grow, sales of owtyans will decline and our business could be
harmed.

If we do not properly manage the growth of our basss, we may experience significant strains on auanagement and disruptions in ot
business.

Various risks arise when companies and industries gjuickly. If our business grows, our abilityrteeet customer demand in a timely
and efficient manner could be challenged. We mag akperience production delays as we seek toimaetased demand for our products.
Our failure to manage our growth could negativetpact our ability to execute on our operating @ad, accordingly, could have an adverse
impact on our business, our cash flow and rest@iléperations and our reputation with our customers.

We depend on a single third-party manufacturer toopuce all of our products which subjects us to potial disruptions in product supply
and other potential adverse effects.

We currently outsource the manufacture of all af pwducts to LG Innotek. We expect to continudépend exclusively on LG Innot
or other third-party manufacturers to produce audpcts in a timely fashion and at satisfactorylijpagevels. LG Innotek is not obligated to
supply products to us for any specific quantitycept as may be provided in particular purchaserengbich we submit to them from time to
time, and therefore could cease or reduce its basiwith us at its discretion. If LG Innotek expedes delays, disruptions, capacity
constraints or quality control problems in theirmatacturing operations, product shipments to ostamers could be delayed, which would
negatively impact our revenues and our competjivation and reputation. Further, if we are unablmanage successfully our relationship
with LG Innotek, the quality and availability of oproducts may be harmed. If LG Innotek stoppedufesiuring our products for any reas
or reduced its manufacturing capacity, we may tableto replace the lost manufacturing capacita timely basis, which would adversely
impact our operations. In addition, if LG Innotedgatively changes the payment and other terms wwigieh it agrees to manufacture for us
and we are unable to locate a suitable alternatiaeufacturer, our manufacturing costs could sigaittly increase.

Because we outsource the manufacture of all opmagtucts, the cost, quality and availability ofrthparty manufacturing operations
essential to the successful production and sadeioproducts. Our reliance on thipdty manufacturers exposes us to a number of wblksh
are outside our control, including:

* unexpected increases in manufacturing ct

« interruptions in shipments if a th-party manufacturer is unable to complete produdticetimely mannei
« inability to control quality of finished product

» inability to control delivery schedule

» inability to control production levels and to meg@himum volume commitments to our customs

« inability to control manufacturing yielc
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» inability to maintain adequate manufacturing cagyaeind
» inability to secure adequate volumes of compont

We generally place orders with LG Innotek at léhste months prior to scheduled delivery of productour customers. Accordingly
we inaccurately anticipate demand for our produgtsmay be unable to obtain adequate quantitiesmfonents to meet our customers’
delivery requirements or, alternatively, we maywamalate excess inventories. If one or more of ttee®amts were to occur, we could
experience increased costs, reduced revenue aed fpoaduct margins.

Although we promote ethical business practicesandperations personnel periodically visit and itwrthe operations of LG Innote
we do not control LG Innotek or their labor praesclf LG Innotek, or any other third-party manuéaer which we use in the future, violates
United States or foreign laws or regulations, we i@ subjected to extra duties, significant monyepenalties, adverse publicity, the seizure
and forfeiture of products that we are attemptmgrtport or the loss of our import privileges. Téféects of these factors could render the
conduct of our business in a particular countryasidble or impractical and have a negative impaaiur operating results.

We depend on sole source suppliers for some of@amponents, and our product availability and salesuld be harmed if any of these
suppliers are not able to meet our demand and altgive components are not availabl

Our products contain a variety of components, nafrwhich are procured from single suppliers. Them@ponents include both tooled
parts and industry-standard parts, many of whiehatéso used in cellular telephone handsets. From tib time, certain components used in
our products have been in short supply worldwilthdre is a shortage of any such components, wenogbe able to deliver sufficient
guantities of our products to satisfy demand. Tdst,ayuality and availability of components ares@sisil to the successful production and
of our products. Some of these components come $aenor single source suppliers for which altéueatomponents may not be available.
If suppliers are unable to meet our demand for solegce components and if we are unable to obtaaitarnative source or if the price for a
substitute is prohibitive, our ability to maintaimely and cost-effective production of our produatould be seriously harmed.

We may not be able to license necessary third-psthnology or it may be expensive to do so.

From time to time, we may be required to licensdnelogy from third parties to develop new produmtproduct enhancements. We
have licensed software for use in our products ftloind-parties, such as QUALCOMM. The license frQd ALCOMM does not have a
specified term and may be terminated by us or bAQTOMM for cause or upon the occurrence of othexcsied events. We cannot assure
you that we will be able to maintain our tt-party licenses or that additional third-party tises will be available to us on commercially
reasonable terms, if at all. The inability to maintor obtain any third-party license required év@op new products and product
enhancements could require us to obtain substigateology of lower quality or performance standasdat greater cost which could
seriously harm our competitive position, revenué growth prospects.

We are subject to the risks of doing business alaroahich could negatively affect our internationalperations and sales and our ability to
obtain products from foreign manufacturers.

All of our products are manufactured in South Kdsgaur sole, third-party manufacturer, LG Innotekgd many of the components
used by LG Innotek in the manufacture of our praslace produced outside the United States. Iniadditve have international operations
and sales, and a significant portion of our redears development staff is located in Canada. @ernational sales accounted for
approximately 23.1% of our revenue for 2003. Althlowur experience in marketing, selling, distribgtand manufacturing our products
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and services internationally is limited, we expecturther expand our international sales and margectivities in the future. Consequently,
we are subject to certain risks associated withglbusiness abroad, including:

« changes in international currency exchange r.

» changes in a specific country’s or region’s pcdit or economic conditions, particularly in emegimarkets, and changes in
diplomatic and trade relationshi

» less effective protection of intellectual propeatyd general exposure to different legal stand:

» trade protection measures and import or exponh$iTe requirements

« potentially negative consequences from changesxifatvs;

* increased expenses associated with customizingiptedbr international countrie

» unexpected changes in regulatory requirementstieguth unanticipated costs and dela

» longer collection cycles and difficulties in coltery accounts receivabl

* longer sales cycle:

* international terrorism

* loss or damage to products in tran

» international dock strikes or other transportatietays; ant

« difficulty in managing widespread sales and redeard development operatiol

Any disruption in our ability to obtain product®im our foreign manufacturer or our ability to contlunternational operations and sales
could have a material adverse effect on our busjrf@smncial condition and results of operations.
Our products may contain errors or defects, whichutd decrease their market acceptance.

Our products are technologically complex and musgtnstringent user requirements. We must develogaitware and hardware
products quickly to keep pace with the rapidly afing and technologically advanced wireless commatiios market. Products as
sophisticated as ours may contain undetected esratsfects, especially when first introduced oewimew models or versions are released.
Our products may not be free from errors or defeftesr commercial shipments have begun, which coesdlt in the rejection of our
products, damage to our reputation, lost reveniverted development resources, and increased cesteenvice and support costs and
warranty claims.

We may not be able to adequately protect our irgefiial property, and we could incur substantial t®slefending our intellectual property
from infringement or a claim of infringement

Our success depends in part on our proprietaryntdogy. We rely on a combination of patents, cogiyts, trademarks and trade sec
confidentiality provisions and licensing arrangemsdn establish and protect our proprietary rigiie. may be required to spend significant
resources to monitor and police our intellectualgrty rights. Despite these expenditures, we nohpe able to detect infringement and as a
consequence we may lose our competitive positidhérmarket. Intellectual property rights also rbayunavailable or limited in some
foreign countries, which could make it easier fompetitors to capture market share in such coumtfibe unauthorized use of our technol
by competitors could have a material adverse effeaur ability to sell our products in some masket

Although we are not currently involved in any méakintellectual property litigation, we may be arty to material litigation in the
future either to protect our intellectual propestyas a result of an alleged infringement
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of others’ intellectual property. These claims ang resulting litigation could subject us to sigeaht liability for damages or could cause our
proprietary rights to be invalidated. Litigatioegardless of the merits of the claim or outcomeayldidikely be timeeonsuming and expensi

to resolve and would divert management time arehtittn away from the operation of our business. potential intellectual property
litigation against us could also force us to do onenore of the following:

» stop using the challenged intellectual property @fchin from selling our products or services tinabrporate it

* obtain a license to use the challenged intelqitoperty or to sell products or services thabiporate it, which license may not be
available on reasonable terms, or at al

» redesign those products or services that are lmasedincorporate the challenged intellectual prope

If we are forced to take any of the foregoing atsiove may be unable to manufacture and sell amdygts, or we may be unable to do
so on terms economically favorable to us, and agiress, financial condition and results of operatimay be materially adversely affected.

Our quarterly operating results may fluctuate in éfuture and may cause our stock price to decline.

Our future quarterly operating results may fluctusignificantly and may not meet the expectatidreeaourities analysts or investors. If
this occurs, the market price of our stock woukelly decline. The following factors may cause fliations in our operating results:

» Decreases in revenue or increases in operatingresg® We budget our operating expenses based onpmigd sales, and a
significant portion of our sales and marketingesrsh and development and general and administretists are fixed, at least in
short term. If revenue decreases or does not gsgoasned and we are unable to reduce our opereistg quickly and sufficientl
our operating results could be materially adversdigcted.

e Product mix. The product mix of our sales affects profit gias in any given quarter. As our business evohrasthe revenue
from the product mix of our sales varies from geratd quarter, our operating results will likelydtuate

* New product introduction: As we introduce new products, the timing ofsthéntroductions will affect our quarterly operatin
results. We may have difficulty predicting the tgiof new product introductions and the market ptarece of these new products.
If products and services are introduced earlidat@r than anticipated, or if market acceptanasisxpectedly high or low, our
quarterly operating results may fluctuate unexmgte

* Lengthy sales cyclt The length of time between the date of initi@htact with a potential customer and the execudiaa contrac
may take several months, and is subject to delagswhich we have little or no control. The saleoaf products is subject to del:
from our customers’ budgeting, approval, testind eompetitive evaluation processes that typicadlyoapany significant
information technology purchasing decisions. Assult, our ability to anticipate the timing and wwle of sales to specific
customers is limited, and the delay or failuredamplete one or more large transactions could causeperating results to vary
significantly from quarter to quarte

Due to these and other factors, our results ofaijmers may fluctuate substantially in the future goarter-to-quarter comparisons may
not be reliable indicators of future performance.

We may not be able to develop products that comtia applicable government regulations.

Our products must comply with government regulaidfor example, in the United States, the Fedesai@unications Commission
regulates many aspects of communications devieekiding radiation of
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electromagnetic energy, biological safety and rédeslevices to be connected to telephone netwdtisdio frequency devices, which include
our modems, must be approved under the above temddy obtaining equipment authorization from B@C prior to being offered for sale.
Regulatory requirements in Canada, Europe, Asiaoéimet jurisdictions must also be met. Additionallie cannot anticipate the effect that
changes in domestic or foreign government regulatinay have on our ability to develop productdfuture. Failure to comply with
existing or evolving government regulations or bdadn timely regulatory approvals or certificates éur products could materially adversely
affect our business, financial condition and resaftoperations.

We may not be able to maintain and expand our biesis if we are not able to hire, retain and managildional qualified personnel.

Our success in the future depends in part on théreged contribution of our executive, technicalgmeering, sales, marketing,
operations and administrative personnel. In pddicthe services of Peter Leparulo, our Chief Exi@e Officer, would be difficult to replac
Recruiting and retaining skilled personnel in thesless communications industry, including softwanel hardware engineers, is highly
competitive.

Although we may enter into employment agreements members of our senior management in the futuneently none of our senior
management or other key personnel are bound byoymigint agreements. If we are not able to attranttain qualified personnel in the
future, or if we experience delays in hiring regdipersonnel, particularly qualified engineerswilenot be able to maintain and expand our
business.

Any acquisitions we make could disrupt our businessd harm our financial condition and results of @pations.

As part of our business strategy, we intend toewybn an ongoing basis, acquisition opportunitias we believe would be
advantageous to the development of our businesdeWh have no current agreements or plans withe@sto any acquisitions, we may
acquire businesses, assets, or technologies fatime. If we make any acquisitions, we could takg or all of the following actions, any one
of which could adversely affect our business, fialhcondition and results of operations:

» issue equity securities that would dilute existibgckholder percentage ownershi

» use a substantial portion of our available ci

* incur substantial debt, which may not be availablas on favorable terms and may adversely affectiguidity;

e assume contingent liabilities; a

» take substantial charges in connection with acquaissets

Acquisitions also entail numerous other risks,tidahg: difficulties in assimilating acquired opeoats, products and personnel;
unanticipated costs; diversion of management'sititte from other business concerns; adverse eftatexisting business relationships with
suppliers and customers; risks of entering mairiketghich we have limited or no prior experienced gnotential loss of key employees from

either our preexisting business or the acquiredmmgtion. We may not be able to successfully iatesgany businesses, products,
technologies or personnel that we might acquithénfuture, and our failure to do so could harmlmusiness and operating results.

In the event we are unable to satisfy regulatorgtérements relating to internal controls, or if the internal controls over financie
reporting are not effective, our business could farf

Pursuant to Section 404 of the Sarbanes-Oxley B2002, we will be required during 2004 to perfoamevaluation of our internal
controls over financial reporting and have our tardbublicly attest to such evaluation.
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We have prepared an internal plan of action forgl@ance, which includes a timeline and scheduldiVities, although as of the date of this
filing we have not yet prepared the evaluation. @lamce with these requirements is expected taxperesive and time consuming. If we fail
to timely complete this evaluation, or if our awd# cannot timely attest to our evaluation, we ddad subject to regulatory scrutiny and a
of public confidence in our internal controls.

In designing and evaluating our internal contralerdinancial reporting, we recognize that any iiné control or procedure, no matter
how well designed and operated, can provide ordgarable assurance of achieving desired contrettibgs, and management is required to
apply its judgment in evaluating the cost-benefiaitionship of possible controls and proceduresilé\ite believe that our internal controls
over financial reporting currently provide reasdeadssurance of achieving their control objectivessystem of internal controls can be
designed to provide absolute assurance of effewts® See “Iltem 9A. Controls and Procedures” coethin this report. A material failure of
internal controls over financial reporting couldteréally impact our reported financial results @hd market price of our stock could
significantly decline. Additionally, adverse puliticrelated to a material failure of internal caér over financial reporting would have a
negative impact on our reputation and business.

We transferred the listing of our common stock froihe Nasdaq National Market to The Nasdaqg SmallCdarket in 2003, which may
result in lower visibility and demand for our shase

On April 8, 2003, we transferred the listing of @mmmon stock to The Nasdaq SmallCap Market becaas® longer met The Nasc
National Marke’s minimum stockholder equity requirement of $10lio. Companies whose common stock is listed oa Nasdaq
SmallCap Market may be viewed as less prestigioas, experience lower trading volumes and are subjeewer corporate governance
requirements than companies listed on The Nasd#aqréé Market. In addition, we cannot assure yowethier or by when we might return
listing of our common stock to the National Market.

To the extent we enter into contracts in the fututfeat are denominated in foreign currencies, fluctions in exchange rates between the
United States dollar and other foreign currenciesagnaffect our operating results.

To date, our distribution agreements in EuropethrdAsia-Pacific region are denominated solely i8.Ulollars. In the event we enter
into contracts in the future that are denominatefdieign currencies, we cannot assure you thavieot incur foreign currency losses or
that we will enter into any hedging activities &mluce the risk of such losses or that these hedgitigties will be successful.

Item 2. Properties

Our principal executive offices are located in $a@go, California where we lease approximately @8,8quare feet under a lease that
expires in March 2005, of which we have subleaggutaimately 3,000 square feet. We also lease appedely 20,000 square feet in San
Diego under a lease that expires in February 280kh has been fully subleased for the term ofi¢hse. In addition, we lease 3,200 square
feet in San Diego for distribution purposes undkrase that expires in February 2005. In Calgagylemse approximately 42,000 square feet
for our research and development organization uadease that expires in September 2007, of whielhave subleased 9,035 square feet for
the duration of this lease. Currently, we are apiamy to sublease an additional approximately 10 &fuare feet of the Calgary facility. We
also lease space in various geographic locatiangapity for sales and support personnel or for terapy facilities. We believe that our
existing facilities are adequate to meet our cumexeds and that we can renew our existing leaseistain alternative space on terms that
would not have a material impact on our financéeluits.
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Item 3. Legal Proceedings

We are from time to time party to various legalgaedings arising in the ordinary course of businBased on evaluation of these
matters and discussions with our counsel, we belikeat liabilities arising from or sums paid interhent of these matters will not have a
material adverse effect on the consolidated resfiltair operations or financial position.

Item 4. Submission of Matters to a Vote of Security Holders
No matters were submitted to a vote of our stoakéid during the fourth quarter of 2003.
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PART Il

Item 5. Market for Registrant's Common Equity and RelatedoSkholder Matters

Since April 8, 2003, our common stock has beeretlath The Nasdag SmallCap Market under the sym¥@I'L.” Prior to April 8,
2003, our common stock was listed on The Nasdamh&dtMarket. There is no public trading market éoir Series B convertible preferred
stock. The following table sets forth, for the pels indicated, the high and low sale prices ofammmon stock as reported on Nasdaq,
without retail mark-up, mark-down or commissionsl amay not necessarily represent actual transactions

High Low

2003

First quartel $1.3: $0.6(
Second quarte $4.0( $0.82
Third quartel $7.4¢ $2.4C
Fourth quarte $7.0C $4.9C
2002

First quartel $25.5( $9.1¢
Second quarte $12.7¢ $1.6¢
Third quartel $6.0( $1.5C
Fourth quarte $3.4¢ $0.9C

On March 29, 2004 the closing price per share oftommon stock was $20.51, as reported by Nasdablafch 29, 2004 there were
approximately 130 holders of record of our commimtls and five holders of record of our Series Buaotible preferred stock. No cash
dividends were declared or paid in 2003 on anyeshaf our capital stock.

We currently intend to retain all available funds fise in our business, and do not anticipate gagiy cash dividends in the
foreseeable future. Any future determination ralgtio our dividend policy will be made at the detan of our board of directors and will
depend on a number of factors, including futura@iegs, capital requirements, financial condition duture prospects and other factors the
board of directors may deem relevant.

Recent Sales of Unregistered Securities

In September and December of 2003, we issued ddd64,167 and 402,083 shares of our common steskectively, pursuant to the
exercise of common stock purchase warrants het/bynvestors who participated in the private praeat transactions that we completec
March 12 and May 14, 2003. The exercise price pareswas $0.70 and each holder delivered the rdjoash consideration to us at the time
of exercise. At the time of each common stock issaathe shares were restricted securities whesderaas not then subject to an effective
registration statement.

We believe that each issuance described immediabelye was exempt from the registration requiremehthe Securities Act of 1933,
as amended (Securities Act), by virtue of Secti(®) thereof and Rule 506 of Regulation D promuldatereunder. Neither the offering nor
the securities issued in connection therewith im@dlany underwriter. Moreover, neither the offentag the common stock issuances
involved any general solicitation or advertisingdave attached appropriate legends to the stodiicates that we consequently issued. Prior
to issuance, each offeree executed and deliveresl &m investor questionnaire on which each reptedeo us that it was an accredited
investor within the meaning of Rule 501 of ReguwlatD and that each was acquiring the shares fastnvent purposes only and not with a
view to, or for sale in connection with, any dilstriion thereof.
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Item 6. Selected Consolidated Financial Data

The following selected consolidated financial dgttauld be read in conjunction with our Consolidaéathncial Statements and the
related notes and “Management’s Discussion andy&isabf Financial Condition and Results of Openaicappearing elsewhere in this Fa
10-K. The selected consolidated statement of ojpeiatiata presented below for each of the yearsceBécember 31, 2003, 2002 and 2001,
and the consolidated balance sheet data at Decehp2003 and 2002 are derived from our Consolii&ieancial Statements (as restated,
see Note 6 to the Consolidated Financial Staterhtras have been included elsewhere in this ForK.10he consolidated statement of
operations data for the years ended December 8D, &0d 1999 and consolidated balance sheet dBtacatber 31, 2001, 2000, and 1999
are derived from audited consolidated financiaesteents not included in this Form 10-K.

Year Ended December 31,

2003 2002 2001 2000 1999

As restated (in thousands, except share and per share data)
(see Note 6)

Consolidated Statement of Operations Date

Revenue $ 33,81t $ 28,87 $ 43,64 $ 61,15 $ 9,55¢
Cost of revenu 27,89 26,89« 77,43¢ 59,58¢ 11,95¢
Gross margin (loss 5,92¢ 1,97¢ (33,796 1,56¢€ (2,399
Operating expense

Research and developmt 5,98 13,41¢ 20,83¢ 13,48¢ 3,711

Sales and marketir 2,55¢ 4,64( 12,26: 18,26: 4,48(

General and administrati\ 3,641 5,711 7,831 5,027 4,44:

Restructuring and impairment char 82¢ 2,65( 7,05( — —

Amortization of deferred stock compensat 73€ 3,55¢ 10,36( 12,83: 22C

Total operating expens 13,75¢ 29,97¢ 58,34: 49,61( 12,86(

Loss from operation (7,839 (28,007 (92,14) (48,04¢) (15,259
Other income (expense) r (3,809 (317 1,26¢ 1,12( (3,210
Net loss $ (11,63¢) $ (28,31 $ (90,87) $ (46,929 $(18,469
Net loss applicable to common stockholc $ (16,71) $ (53.48) $ (91,039 $ (50,77¢)  $(19,879
Net loss per common sha

Basic and dilutes $ 2149 $ (1047 $ (2511 $ (48.6%) % (30.69
Weighted average shares outstant 7,817,53! 5,106,68. 3,626,25! 1,043,60! 648,56.

December 31,

2003 2002 2001 2000 1999
As restatec
(see Note € (in thousands)
Consolidated Balance Sheet Date
Cash and cash equivalents and restricted $ 4,57 $ 1,67¢  $29,22¢ $ 66,82t  $ 25,45¢
Working capital (deficiency 2,25¢ (2,147 15,227 67,47¢ 15,76¢
Total asset 24,42 24,04, 59,90¢ 110,82 38,11¢
Long-term obligations, net of current porti — 38 4,171 20E 10€
Convertible and redeemable preferred st — 665 161 — 43,80¢
Stockholder' equity (deficit) 8,99( 6,501 25,427 79,22 (31,129

20



Table of Contents

ltem 7. Management’s Discussion and Analysis of Financiab@dition and Results of Operations

The following discussion of our consolidated finahcondition and results of operations should kad in conjunction with our
Consolidated Financial Statements and related notelsided elsewhere in this report. This report tadms certain forward-looking
statements relating to future events or our fufimancial performance. These statements are subjetsks and uncertainties which could
cause actual results to differ materially from thabscussed in this report. You are cautioned aqidace undue reliance on this information
which speaks only as of the date of this reportavéenot obligated to publicly update this informoat, whether as a result of new
information, future events or otherwise, excepghmextent we are required to do so in connectith aur obligation to file reports with the
SEC. For a discussion of the important risks redaie our business and future operating performasee, the discussion under the caption
“ltem 1. Business—Risks Related to Our Business'amder the caption “Factors Which May Influencetlie Results of Operations”
below. In light of these risks, uncertainties asgumptions, the forward-looking events discussékisreport might not occur.

Overview and Background

We are a provider of wireless broadband accessiaodufor the worldwide mobile communications markaur broad range of produc
includes wireless data modems and software foofapCs, embedded wireless modules for originalpgment manufacturers, or OEMs, and
ruggedized wireless data modems for public safetytalemetry applications. Through the integrabbour hardware and software, our
products are designed to operate on a majorityodfad wireless networks and provide mobile subseslwith secure and convenient acce
data including corporate, public and personal imiation through the Internet and enterprise netwdhks also offer software engineering and
design services to our customers to facilitateusges of our products.

Historically, we have incurred substantial costdéoelop our technology and products, and to reand train personnel for our product
development and sales and marketing departmentise Ipast, our operating expenses have exceedeeviieue generated by our products
and services. As a result, we have incurred lasseach quarter since inception. During 2003, veaiired a net loss applicable to common
shareholders of $16.7 million (see reconciliatibmet loss to net loss applicable to common shddens in note 6 to our audited consolidated
financial statements included in this report). A®ecember 31, 2003, we had an accumulated defidi247.1 million and working capital of
$2.3 million.

Since our inception in 1996, we have been focusetth® development and commercialization of techgie®that allow for wireless
access to data. We expanded our operations in eedrihe launch of several new products in the 1890s through 2001. Beginning in
2001, in response to the decline in the telecomaations industry, we implemented an operational@gdnizational restructuring to
increase operating efficiency and conserve workigjtal. These restructuring activities includecilfey consolidations, reduction of
employee staff, consultants and temporary laborcaitidal assessments of asset impairment and eteswlventory. For 2003, 2002 and 20
we incurred restructuring and impairment chargespproximately $800,000, $2.7 million and $7.1 ioil| respectively.

Beginning in early 2003, we also began aggressipefguing the development of innovative 3G produetfocused our research and
development efforts on sales driven customer naerdgocused our sales, marketing and distributftorts on large wireless operators and
related companies.

These efforts have contributed to an increase irgoass margin from a negative $33.8 million fof2Q@o a positive gross margin of
$5.9 million in 2003, and an improvement in ourggonargin as a percentage of total revenue frorativeg77.4% in 2001 to positive 17.5%
in 2003. We also reduced our operating loss fro&iBnillion for 2001 to an operating loss of $7.8lion for 2003.

On May 9, 2003, in connection with the issuancewfSeries B preferred stock, the terms of oureSehi preferred stock were amended
to remove the right of the Series A preferred shoddters to require us to redeem shares of Serigefrred stock on the seventh anniversary
of its issuance. Subsequent to the original isstiafour 2003 financial statements on Form 10-Kfjlad with the SEC on March 15, 2004,
we identified that the
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effect of the May 9, 2003 amendment of the Serigseferred stock had not been properly reflectenlinfinancial statements. As a result of
the amendment, the Series A preferred stock shtaid been classified as a component of stockholdguity. In addition, we should have
recognized as a dividend the Series A preferreckst@emaining beneficial conversion feature andaming unamortized offering costs. Our
financial statements have been restated to propeftct this accounting treatment (see Note 6dagolidated Financial Statements).
However, because the dividend related to the unéadrbeneficial conversion feature and unamortiaffering costs impacted net loss
applicable to common stockholders, but not net, lthere is no resulting change to the discussiaeuthe caption “Results of Operations”
addition, because the charge is a non-cash chiieye, is no impact on our liquidity and capitalo@ses. On March 25, 2004, all of the
outstanding shares of our Series A preferred siare converted into shares of common stock in aegare with their terms.

Factors Which May Influence Future Results of Operéons

We intend to continue executing on a plan to improur operating results and financial conditione Phan includes strengthening sales
initiatives, improving gross margins and continutogut other costs as a percentage of sales. Wedrgered into and expect to continue to
enter into new customer contracts for the develoyraed supply of our products and this may plageitant demands on our resources.

Revenue. We believe that our revenue growth will beuefhced largely by the speed and breadth of theaserin demand for
wireless access to data through the use of nexdrggan networks including demand for 3G producid 2G data access services, particul
in Europe, North America and Asia, customer acaeggdor our new products that address these maikedsour ability to meet customer
demand. Factors that could potentially affect amgiodemand for our products include the following:

» demand for broadband access to netwc

» use of the Interne

* rate of change to new produc

» loss of significant customer

* drop in demand for CDMA and UMTS/GPRS products;
« change in technologie

We began shipping our first 3G products in Decen@®®3 and anticipate introducing additional 3G picid in 2004. In the future, we
also expect to enter into customer contracts feelb@ment services, but not at significant levelsalation to total revenue.

Cost of Revenue. We currently outsource all of our manufacturaqgerations to LG Innotek. All costs associatedhwi® Innotek are
included in our cost of revenue. Cost of revense aicludes warranty costs, royalty payments baseal percentage of revenue, operations
group expenses, costs related to development ssraind costs related to inventory adjustmentsydieg) for excess and obsolete inventory.
Inventory adjustments are impacted primarily by dathfor our products, which is influenced by thetéas discussed above. During 2003,
2002, and 2001, we recorded inventory write-dowir200 million, $2.5 million, and $16.2 million, spectively, due to the decrease in
demand for our products. During 2002, we sold $dilfon in inventory that had previously been weittdown. We expect to continue to
outsource our manufacturing operations, and abasiness grows we expect our manufacturing actteitncrease.

Operating Expenses. Many of our products target wireless operatog other customers in Europe, North America and.Akthese
markets continue to grow as expected, we will {ikddvelop new products to serve these marketsltiregin increased research and
development expenses associated with such new girdduelopment. We have in the past and expedrtraie in future periods to incur
these expenses in periods prior to recognizingmeedrom these contracts. In addition, the portibour revenue derived from international
sales may increase, requiring an expansion ofaas sind marketing efforts in these markets.
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Critical Accounting Policies and Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptethia United States requires
management to make estimates and assumptions. &siaeates and assumptions affect the reported mismofi assets, liabilities, revenues,
expenses and disclosures of contingent assetsadmil@ties. Actual results could differ from thesstimates. Significant estimates include
inventory adjustments for excess and obsolete batgrallowance for doubtful accounts receivable use of option pricing models to
establish values of equity instruments issued m-monetary transactions with non-employees, udees and realizability of long—lived
assets and estimates for costs recorded in rastingtaccruals.

Revenue Recognition. Our revenue is generated from the sale of camdband wireless access solutions to wirelessatpsr OEM
customers, VARs and distributors. Revenue from pcodales services is recognized upon the latasaogfer of title or shipment of the
product to the customer. We record deferred revémueash payments received from customers in azbvrafhproduct shipments. We
establish reserves for estimated product retutosahces in the period in which revenue is recogphizn estimating our future product
returns, we consider various relevant factorsuigiclg our stated return policies and practices@mchistorical trends. We believe that our
revenue recognition policy is consistent with SE@gnce and in accordance with accounting prinsigkenerally accepted in the United
States.

For our fixed price development services contragésrecognize revenue as services are renderegl lagior output measures or the
achievement of milestones as indicators of progrBssl estimated costs are based on managemasgssament of costs to complete the
project including periodic assessments of the msgachieved and the cosigpended to date. To the extent that our estimaists materiall
change, our revenue and profit recorded undergbeciated contract is adjusted accordingly. Ifltotasts of completion are estimated to
exceed the contract value, a loss is recognizéikiperiod the loss is identified.

During 2003, we entered into a joint developmemeament containing multiple elements with one af@austomers including
development services and product shipments. Acaglgliwe have separated the deliverables into whigecounting and allocated
arrangement consideration on these deliverablasdordance with the provisions of Emerging IsswueskTorce (EITF) Issue No. 00-21,
“Accounting for Revenue Arrangements with Multifdeliverables.” In accordance with EITF Issue No-200 $6.2 million in cash payments
received in 2003 were deferred and will be recogphin revenue when products are shipped or asa@weint services are performed in the
future.

Allowance for Doubtful Accounts. We provide a reserve against our receivableestimated losses that may result from our
customers’ inability to pay. We determine the amaifrthe reserve by analyzing known uncollectitdeaunts, aged receivables, economic
conditions, historical losses, changes in custqmagment cycles, and our customer’s credit-worttin@snounts later determined and
specifically identified to be uncollectible are ofpad or written off against this reserve. To miraethe likelihood of uncollectibility, we
review our customers’ creditorthiness periodically based on independent cregibrting services, our experience with our cusi@aand th
economic condition of our customers’ industriestéfi@l differences may result in the amount andrtgrof expense for any period if we
were to make different judgments or utilize difigrestimates. If the financial condition of our mmers deteriorates resulting in an
impairment of their ability to make payments, aitdial allowances might be required. We have notdérpced significant variances in the
past between our estimated and actual doubtfuliexts@nd anticipate that we will be able to corgitmmake reasonable estimates in the
future.

Inventory Adjustments. Inventories are stated at lower of cost (firstfirst-out method) or market. We review the caments of our
inventory and our inventory purchase commitmenta oegular basis for excess, obsolete and impaikehtory based on estimated future
usage and sales. Write-downs in inventory valueeddmn various items, including factors relatedustomer demand as discussed under
“Revenues” above, economic and competitive coratitieechnological advances or new product intradaostby us or our customers that
vary from our current expectations.
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We believe that the estimates we use in calculdtingnventory reserve are reasonable and propsftict the risk of excess and
obsolete inventory. If customer demand for our irteey is substantially different from our estimatadjustments to our inventory reserve
may be required, which could have a material adveffect on our consolidated financial statements.

Warranty Costs. We accrue warranty costs based on estimatesuré warranty related repairs or rework of pradu®©ur warranty
policy generally provides one- or two-year covertmgeproducts following the date of purchase. Ouoliqy is to accrue the estimated cost of
warranty coverage at the time the sale is recordeglstimating our future warranty obligations vamsider various relevant factors, including
the historical frequency of claims and the cosefaace or repair products under warranty. We matexperienced significant variances in
the past between our estimated and actual warcaistg. We have not experienced significant warrarpenses to date. Future expenses
could be different, depending on the quality of ptoduct design and manufacturing quality.

Valuation of Intangible and Long-Lived AssetsWe periodically assess the impairment of inilalegand long-lived assets which
requires us to make assumptions and judgmentsdiegahe carrying value of these assets. We conagkeets to be impaired if: the carrying
value may not be recoverable based upon our aseassifithe following events or changes in circumsés; the asset’s ability to continue to
generate income from operations and positive dashif future periods; loss of legal ownershipitletto the asset; significant changes in
strategic business objectives and utilization efdkset; or significant negative industry or ecaodnends.

Our assessment includes comparing the carrying ate@d intangible and lonlived assets to the fair value, which is determinsithg «
discounted cash flow model. This model requiresreges of our future revenues, profits, capitalenditures, working capital and other
relevant factors. We estimate these amounts byiatral our historical trends, current budgets, afieg plans and other industry data. If the
assets are considered to be impaired, the impairofremge recognized is the amount by which thetassarrying value exceeds its fair val
No impairment was recorded in 2003. During 2002 reerded an impairment charge in the amount o080 for a software license tt
was no longer being used as a result of our decisid to pursue further development of the techgl@lated to this license.

The timing and frequency of our impairment tediased on an ongoing assessment of triggering ethattsould reduce the fair value
of our long-lived assets below their carrying vaMée will continue to monitor our intangible andahtplived asset balances and conduct
formal tests on at least an annual basis or eavlen impairment indicators are present. We belteaéthe assumptions and estimates we
used to value intangible and long-lived assets wppopriate based on the information availablmamagement. The majority of our long-
lived assets are being amortized or depreciatedrelatively short periods, typically three to fiyears. This reduces the risk of large
impairment charges in any given period. Howeverstnod these assets are associated with techndhaghanges rapidly and such changes
could have an immediate impact on our impairmeatyasis.

Accrued Restructuring Related CostsWe estimate amounts for direct costs of opeeses and liabilities related to our restructwging
in accordance with the EITF Issue 94-3, “LiabilRgcognition for Certain Employee Termination Betsedfind Other Costs to Exit an Activity
(Including Certain Costs Incurred in a RestructgyihFor restructurings initiated after December 3202, we apply the provisions of SFAS
No. 146,“Accounting for Costs Associated with Exit or Digab Activities.” The restructuring accrual requithe use of estimates including
the amounts of future lease obligations offsetdtintated sublease income. Due to our inabilityuolesase certain facilities, we revised our
estimates of future sublease income and recordeiti@uhl restructuring charges in 2003, 2002 and12@e believe that our assumptions
and estimates utilized in the determination ofréstructuring accrual were appropriate based oimfoemation available to management.
Future revisions, if any, in our estimates of toéeptial costs or sublease income could materniaipact our results of operations and
financial position.
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Results of Operations
The following table sets forth our consolidatedestzents of operations expressed as a percentageesfue for the periods indicated.

Year Ended December 31,

2003 2002 2001

(as a percent of revenue)

Revenue 100.(% 100.(% 100.(%
Cost of revenu 82.t 93.1 177.¢
Gross margir 17.t 6.S (77.9
Operating expense
Research and developmt 17.7 46.5 47.17
Sales and marketir 7.€ 16.1 28.1
General and administratiy 10.¢ 19.¢ 18.C
Restructuring and impairment char 2.4 9.2 16.2
Amortization of deferred stock compensat 2.2 12.z 23.7
Total operating expens 40.7 103.¢ 133.%
Loss from operation (23.2) (97.0 (211.7)
Interest incom: 0.1 1.C 3.7
Interest expens (11.€) (1.9 (0.9
Other, ne 0.3 — —
Net loss (34.9)% (97.9% (208.9)%

Year Ended December 31, 2003 Compared to Year Endé&kcember 31, 2002

Revenue. Revenue for 2003 increased $4.9 million, 00%,.to $33.8 million compared to $28.9 million 002. The increase was
attributable to increased development servicestay®f approximately $4.0 million and increaseddoiet sales of $900,000. The overall
increase in product sales was attributable primaoilhigher sales volumes resulting from our introtibn of new products and the increased
demand for wireless products and wireless accesigss during 2003. Total revenue recognized farettgpoment services during 2003 and
2002 amounted to $5.4 million and $1.4 million pestively. In 2003, development services revenueeased as a percentage of total rev
due to specific development projects related tadineelopment of our new UMTS products. We do n@eex development services revenue
to represent a significant percentage of totalmaean the foreseeable future.

Cost of revenue. Cost of revenue for 2003 increased $1.0 millmm3.7%, to $27.9 million compared to $26.9 roiilifor 2002. The
increase in cost of revenue was attributable t2.8 fillion increase in costs associated with dgwedent services and an increase in product
royalty costs of approximately $1.2 million, offd®t a decrease in manufacturing overhead costgpybaimately $1.7 million, a decrease in
cost of product sales of approximately $700,000adécrease in charges for excess and obsoletetémyef approximately $500,000. Cost
of revenue related to products increased as wemnsoté products, but our costs of revenue increasadower rate than our revenue due to
our reduced manufacturing costs. Total cost ofmaeeor development services during 2003 and 26@2uated to $4.3 million and
$1.4 million, respectively.

Gross margin. Gross margin for 2003 increased by $3.9 milltor$5.9 million compared to $2.0 million for 2Q0the increase was
primarily attributable to the increase in salepafducts with higher margin, an increase in maagirdevelopment services revenue and the
decrease in manufacturing overhead costs discads®a. Gross margin as a percent of revenue irenlig¢asl7.5% for 2003 compared to
6.9% for 2002. The increase in gross margin ag@epége of revenue was primarily attributableaies of products with higher margin in
2003 as compared to 2002 and higher margin on derent services revenue.
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Research and development expensedOur research and development expenses for @€@ased $7.4 million, or 55.0%, to $6.0
million compared to $13.4 million for 2002. The degse primarily was attributable to a reductioreisearch and development personnel,
resulting in decreases in salary and related exgsenisapproximately $2.0 million, outside consutservices of approximately $1.0 million,
and supplies and equipment, travel and overheagmfoximately $2.0 million, in the aggregate. Teémaining decrease of approximately
$2.3 million was attributable to the reassignmdresearch and development personnel to customeetudevelopment contracts.
Accordingly, $2.3 million is included in cost ofuenue for 2003.

Sales and marketing expenses.Sales and marketing expenses for 2003 decré&&sganillion, or 45.0%, to $2.6 million compared t
$4.6 million for 2002. The decrease was a resudt @duction in sales and marketing personnel 003, which reduced salary and related
expenses by approximately $700,000. The decregsersonnel also resulted in related cost savingd df million attributable to a reduction
in travel, equipment, consulting and other outsielvices and overhead. Additionally, advertisind ararketing costs were reduced by
approximately $400,000.

General and administrative expenses.General and administrative expenses for 20@8dsed $2.1 million, or 36.0%, to $3.6 million
compared to $5.7 million for 2002. The decrease pvasarily attributable to a decrease in profesai@nd outside consultant fees of
approximately $1.5 million and a reduction in pensel, resulting in a decrease of approximately $800 primarily attributable to salary and
related expenses, travel and overhead.

Restructuring and impairment charges. Restructuring and impairment charges for 20@8v$800,000 compared to $2.7 million for
2002. The 2003 charges were comprised of severamgrents and other related termination expens#38@d,000, and facility consolidation
and lease obligation costs of approximately $500,00e costs for 2002 were comprised of severanddermination expenses of $800,000,
facility consolidation and lease obligation costspproximately $1.0 million and write-offs relatezlasset impairments of approximately
$1.2 million.

Amortization of deferred stock compensation. Amortization of deferred stock compensationZ003 decreased $2.8 million, or
79.0%, to $700,000 compared to $3.6 million for 200his decrease was the result of our use oftthbwtion method of accounting to
amortize deferred compensation associated withtyygampensation awards in 2000 which results imtlagority of this amortization being
recognized in the earlier years following the eggitant. The decrease also reflected a reductitimeiunamortized portion of the deferred
compensation attributable to previously awardedkstptions cancelled during 2003 and 2002, totei8§0,000 and $1.1 million,
respectively.

Interest income. Interest income for 2003 decreased by appraeiy&177,000, or 80.0%, to $44,000 compared td.XD for
2002. The decrease was primarily due to a redudtitime average cash balances during the year.

Interest expense Interest expense increased by $3.4 million3® $nillion compared to $538,000 for 2002. The &age was
attributable to interest of $3.7 million associawgth the convertible notes issued and converte2Did3, net of a decrease in bank finance
charges and interest on capital leases. The intexpense associated with the convertible notesawasult of the proceeds of the convertible
notes allocated to the beneficial conversion featund related warrants. Because all the convertitiies were converted into Series B
preferred stock during 2003, we recognized intezgptnse equal to the remaining value of the beiaéfionversion feature and related
warrants, which otherwise would have been ratabtyeted over the term of the notes.

Net loss. The net loss for 2003 decreased $16.7 milkor59.0%, to $11.6 million compared to $28.3 millimr 2002 for the reasol
stated above.
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Year Ended December 31, 2002 Compared to Year Endé&kcember 31, 2001

Revenue. Revenue for 2002 decreased $14.8 million, d®%3 to $28.9 million compared to $43.6 million #001. The decrease in
revenue for 2002 was attributable to lower prodiades of $16.0 million and a $1.4 million produsturn of GPRS units from a European
distributor, partially off-set by an increase imaeecurring engineering revenue of $1.0 milliond &1.4 million received in connection with
the settlement of claims related to the bankrupfdyletricom, one of our former customers. The olletacrease in product sales reflected
lower volumes of sales attributable to the dedimédemand for wireless products and wireless aceesgces over the prior period.

Cost of revenue. Our cost of revenue for 2002 decreased $50l®mior 65.3%, to $26.9 million compared to $7vélion for 2001
Of the total decrease, $33.5 million was attribleab decreased charges for excess and obsolatstory, $13.1 million was attributable to
reduced product sales, and $3.9 million was attaibie to cost savings related to reductions inmeanufacturing capacity.

Gross margin. Our gross margin for 2002 increased by $3518amj to $2.0 million compared to negative $33.8lion for 2001.
The increase in gross margin was attributable pilynto the lower cost of revenue for 2002 compatie@001 as described above.

Research and development expensesOur research and development expenses for @€2ased $7.4 million, or 35.6%, to $13.4
million compared to $20.8 million for 2001. The dease primarily was attributable to the continuestructuring of our research and
development program, including a reduction in resfeand development personnel, resulting in a dserén salary and related expenses of
approximately $3.4 million, outside consulting sees of approximately $1.0 million, and suppliesl @&guipment, travel and overhead of
approximately $2.2 million, in the aggregate. Auli&idnal $800,000 of the decrease was attributabtbe reassignment of research and
development personnel to customer funded developomerracts. Accordingly, $800,000 is included astof revenue for 2002. In addition,
we reached technological feasibility on certairtwafe development activities and capitalized $102,8uring the year ended December 31,
2002 as compared to $2.3 million during the sant@g@én 2001.

Sales and marketing expenses Sales and marketing expenses for 2002 decré&Zsédnillion, or 62.2%, to $4.6 million compared t
$12.3 million for 2001. The decrease was attribletéd our continued restructuring, including a retitun in sales and marketing personnel,
resulting in decreased in salary and related exqeofapproximately $4.5 million and a decreasadivertising and marketing costs of
approximately $1.1 million. The decrease in pergbaiso resulted in related costs savings of $alilomattributable to travel, equipment,
consulting and other outside services and overhead.

General and administrative expenses.General and administrative expenses for 20@2edsed $2.1 million, or 27.1%, to $5.7 million
compared to $7.8 million for 2001. The decrease atautable to our continued restructuring, coisgnt primarily of a reduction in
personnel, resulting in a decrease of approxim&2l§ million related to salaries. This decrease offset by a net increase in other
administrative expenses of $400,000 principallpted to allocable overhead expense.

Restructuring and impairment charges. Restructuring and impairment charges for 20@2$2.7 million compared to $7.1 million
for 2001. The costs for 2002 were comprised of @ payments and other related termination exgsesfsapproximately $800,000, facil
consolidation and lease obligation costs of appnaxély $1.0 million and write-offs attributableasset impairments of approximately
$900,000. The costs for 2001 were comprised ofragee payments and other related termination exgsesfsapproximately $2.3 million,
lease obligation costs on closed facilities of agpnately $2.7 million and write-offs attributalie asset impairments of approximately $2.2
million.

Amortization of deferred stock compensation. Amortization of deferred stock compensationZ002 decreased $6.8 million or 65.
to $3.6 million compared to $10.4 million for 200his decrease was the result of our use of thibatipn method of accounting to amortize
deferred compensation associated with equity
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compensation awards in 2000, and a reduction intlaenortized portion of the deferred compensatttiibatable to previously awarded
stock options cancelled during 2001 and 2002, ita&$1.5 million and $1.1 million, respectively.

Interest income.  Interest income for 2002 decreased by appraein&1.4 million, or 86.2%, to approximately $2000 compared
to $1.6 million for 2001. The decrease was priryatile to a reduction in the cash balances in 20@%ared to 2001.

Interest expense Interest expense increased by approximately $200@8540,000 compared to approximately $330,00Q002.
The increase is attributable to an increase in fiaakce charges and interest on capital leases.

Net loss. The net loss for 2002 decreased $62.6 millior§9.0%, to $28.3 million compared to $90.9 miili@r 2001 for the reasons
stated above.

Liquidity and Capital Resources

We have incurred significant costs to develop eahihologies and products. These costs have excémdédevenue and we have
sustained substantial losses from operations ih padod since our inception and have used sulialigrdall of our available cash resources to
fund operations. During 2003, we incurred a nes lnfs$11.6 million. As of December 31, 2003, we hadaccumulated deficit of $247.1
million, working capital of $2.3 million and apprioxately $3.9 million in cash and cash equivalents.

We have funded our operations primarily througlesalf our equity and debt securities, and to atemgtent through capital lease
arrangements and borrowings under our line of tr@didate, net proceeds from these transactions todaled approximately $168.9 millic
including net proceeds from our initial public offeg in the fourth quarter of 2000 of $57.2 milliaret proceeds of approximately $25.9
million from the private placement of our Seriesedleemable convertible preferred stock in Deceribéd, net proceeds of approximately
$2.4 million from the common stock private placemiarSeptember 2002, and net proceeds of $2.6amifliom the private placement of
Series B convertible preferred stock in 2003, idirig the related convertible notes and common spockhase warrants. As of March 25,
2004, all of the outstanding shares of our Serigseferred stock, and all but 4,517 shares of euieS B preferred stock had been converted
into shares of our common stock in accordance thigr respective terms.

During 2003, we received aggregate proceeds obappately $2.5 million in connection with the issiea of 2,370,732 shares of
common stock upon the exercise of certain outsteadarrants.

Historical Cash Flows

Net cash used in operating activities. Net cash used in operating activities decreagek8.3 million to approximately $400,000 for
2003 from approximately $28.7 million for 2002. $hiecrease was primarily attributable to the redndh our net loss from $28.3 million in
2002 compared to $11.6 million in 2003 and an iasecof $5.2 million in advanced payments receivetracorded in deferred revenue. The
2003 net loss includes a $3.7 million non-cashetam of interest expense on the convertible natesa $700,000 non-cash charge for
deferred stock-based compensation expense retastdak options issued to employees during 200 ifilcrease was offset by an increase
in accounts receivable of $2.3 million, an increimseestricted cash of approximately $500,000 add@ease in inventory purchase
commitments of approximately $500,000.

Net cash used in investing activities Net cash used in investing activities for 20@8 approximately $300,000, consistent with the
net cash used in investing activities in 2002. Tasactivity was the result of an increase of $3@Q related to the proceeds from the sale of
property and equipment and reduced capitalizedvaoét development costs of $100,000, offset by arease in the purchase of licensed
technologies of approximately $400,000.

Net cash provided from financing activities Net cash provided by financing activities dgr2003 was $3.0 million, compared to $
million for 2002. The cash provided from financiagtivities in 2003 was
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primarily attributable to the net proceeds of $hiflion from the private placement of our Seriepiferred stock and related common stock
purchase warrants, the private placement of $1lliomof notes convertible into shares of SeriegrBferred stock and related common stock
purchase warrants, and proceeds from the exertmmumon stock options and warrants of $2.8 million

Current Sources of Capital and Liquidity

As of December 31, 2003, we had working capité28 million and approximately $3.9 million in cashd cash equivalents. In
January 2004, we completed the private placemebfl@2,855 shares of common stock and common giaihase warrants resulting in net
proceeds of approximately $7.5 million.

We are party to an accounts receivable purchadéyadth a bank which allows us to borrow up teetlesser of $6.7 million or 75.0%
of certain eligible accounts receivable balancéss Tacility bears interest at 1.5% per month whtlized. The facility is secured by
substantially all of our assets. As of December2803, no borrowings were outstanding under thigifia. The amount available under this
facility at December 31, 2003 was approximatel\838illion. The facility expires in November 2004.

Contractual Obligations and Commercial Commitments

The following table summarizes our contractual gédgions and other commitments at December 31, 20@8the effect such
obligations could have on our liquidity and casiwflin future periods:

Payments Due by Fiscal Year

Thereafter
2004 2005 2006 2007 Total
Capital lease and other obligatic $ 84,00( $ — $ — $ — $ — $ 84,00(
Operating lease 1,195,001 751,00t 626,001 469,00( — 3,041,001
Committed purchase orde 6,820,001 — — — — 6,820,001
Total contractual cash obligatio $8,099,00! $ 751,00( $ 626,00( $ 469,00( $ — $9,945,00!

Other Liquidity Needs

During the next twelve months we plan to incur amately $3.0 million to $5.0 million for the adgition of additional licenses and
for capital expenditures. In addition, certain af operating leases related to consolidated faslibbligate us to pay an aggregate of
approximately $1.2 million over the next four years

The following table displays the activity and balas of the restructuring accrual from January 0220 December 31, 2003:

Employee Facility
Termination Consolidation
Asset
Impairments Total

2002

Balanc—January 1, 200 $ 184,00( $1,215,00! $ 365,00( $ 1,764,001
Charges 778,00( 1,002,00! 870,00( 2,650,00!
Cash payment (867,000 (981,000 — (1,848,00i)
Asset impairment — — (1,235,000 (1,235,00i)
Balanc—December 31, 20C $ 95,00( $1,236,00! $ — $ 1,331,00!
2003

Charges $ 336,00 $ 492,00( $ — $ 828,00(
Cash payment (431,000 (597,000 — (1,028,001
Foreign exchange lo: — 91,00( — 91,00(
Balance—December 31, 20C $ — $1,222,00! $ — $ 1,222,00!
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Our outstanding shares of Series B preferred sloakot require the payment of cash dividends. QuieS B preferred stock is
redeemable by the holder upon a change of confttbleoCompany, including the acquisition by a parsogroup of beneficial ownership of
more than 50.0% of our voting power. However, aitharized capital includes unissued “blank chedl€f@rred stock, the issuance of which
may be approved by our board of directors withbatgrior consent of our stockholders and whichlmansed to effectively prevent a change
of control. As a result, we do not expect to redegy shares of Series B preferred stock in thesémable future. However, in the event our
board of directors approves a merger or does heraise act to prevent a change of control thrahghuse of our authorized and unissued
preferred stock, the redemption features couldibgered. As of December 31, 2003, our total red@mpmbligation would have equaled $
million.

We believe that our available cash reserves, imgudet proceeds of approximately $7.5 million reed in January 2004 in connection
with our recent private placement, together with lmudgeted operating cash flows, will be sufficiemfund operations, including the
expansion of our sales and marketing team, thedudevelopment of our new products and the relaim@ase in our general and
administrative expenses, and to satisfy our workiggjtal requirements and anticipated capital edjteres for the next twelve months. We
expect that one of our significant sources of fuindde future will be our operating cash flow. Guture revenue is dependent on us fulfill
our commitments in accordance with agreements avgmall number of major customers. Our liquidityldobe impaired if there is any
interruption to our business operations or a faitargenerate additional revenue from new or exgproducts.

Backlog

We believe that backlog is not a meaningful indicaif our future business prospects due to theslaojume of products delivered to
wireless operators, who in turn sell our produettheir customers, and our dependency on evolvingless network standards. Therefore,
believe that backlog information is not materiahtounderstanding of our overall business.

New Accounting Pronouncements

In May 2003, the Financial Accounting Standardsrdq&ASB) issued SFAS No. 150 “Accounting for Certainancial Instruments
with Characteristics of both Liabilities and Equit$FAS No. 150 changes the accounting for ceffiaancial instruments that, under
previous guidance, could be classified as equityr@mzzanine” equity. SFAS No. 150 requires thostriiments to be classified as liabilities
(or assets in some circumstances) in the stateofidintancial position. Further, SFAS No. 150 reggidisclosure regarding the terms of those
instruments and settlement alternatives. The geglamSFAS No. 150 is generally effective for allaincial instruments entered into or
modified after May 31, 2003, and is otherwise dffecat the beginning of the first interim perioeldinning after June 15, 2003. For financial
instruments created before the issuance date oS3 150 and still existing at the beginning @& thterim period of adoption, transition
shall be achieved by reporting the cumulative efted@ change in an accounting principle by infgiaheasuring the financial instruments at
fair value or other measurement attribute requingthis statement. The adoption of SFAS No. 150ndithave any impact on our financial
position or results of operations.

In April 2003, the FASB issued SFAS No. 149, “Amareht of Statement 133 on Derivative Instrumentstdedging Activities.” This
statement amends and clarifies the financial adoogiand reporting requirements, originally estsiiéid in SFAS No. 133, for derivative
instruments and hedging activities. SFAS No. 14%joles greater clarification of the characterist€a derivative instrument so that
contracts with similar characteristics will be agoted for consistently. This statement is effecfarecontracts entered into or modified after
June 30, 2003, as well as for hedging relationstigssgnated after June 30, 2003, excluding ceitglementation issues that have been
effective prior to this date under SFAS No. 133e Haoption of this statement has not had any immpaciur operating results or financial
position.
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In November 2002, the EITF issued EITF Issue Ne2D0"Accounting for Revenue Arrangements with Npli Deliverables.” EITF
Issue No. 00-21 addresses how to determine whatterenue arrangement involving multiple deliveealidontains more than one unit of
accounting for the purposes of revenue recognéimhhow the revenue arrangement consideration dgtheuneasured and allocated to the
separate units of accounting. EITF Issue No. O@4#dlies to revenue arrangements entered into &fter 15, 2003. We adopted the
provisions of EITF Issue No. 00-21 as of July 102@nd have applied the provisions to our subsedleént Development and Supply
Agreements.

In November 2002, the FASB issued Interpretation 5 “Guarantor’s Accounting and Disclosure Reguients for Guarantees,
Including Indirect Guarantees of Indebtedness tte@t an interpretation of FASB Statements No75rd 107 and a rescission of FASB
Interpretation No. 34.This Interpretation elaborates on the disclosudsetmade by a guarantor in its interim and anfinahcial statement
about its obligations under guarantees issuedlfitkepretation also clarifies that a guarantoreiguired to recognize, at inception of a
guarantee, a liability for the fair value of thdightion undertaken. The initial recognition andaserement provisions of the Interpretation
applicable to guarantees issued or modified afedber 31, 2002 and did not have a material effeciur consolidated financial
statements. The disclosure requirements are eféefir financial statements of interim or annuaiqas ending after December 15, 2002.

In January 2003, the FASB issued Interpretation$9."Consolidation of Variable Interest Entitig§IN 46), which addresses the
consolidation of certain entities (variable intérmstities, or VIE's) in which an enterprise hasoatrolling financial interest through other
than voting interests. FIN 46 requires that a \deidnterest entity be consolidated by the holdghe majority of the expected risks and
rewards associated with the activities of the \Heianterest entity. FIN 46 was effective for VIEatered into prior to February 1, 2003 in
periods beginning after June 15, 2003. The adomtidfiN 46 did not have a material impact on ounsmlidated financial condition or results
of operations. In January 2004, the FASB issueal/aion to FIN 46 (FIN 46R), to clarify some reaarinents and add new scope exceptions.
The revised guidance is effective for the firstating period beginning after December 15, 2003 @toption of the provisions of FIN 46R
is not expected to have any impact on our conglitiinancial condition or results of operations.

ltem 7a. Quantitative and Qualitative Disclosures About MarkRisk

Interest Rate Risk

As of December 31, 2003 our cash and short-termasimvents totaled $3.9 million. We generally placecash and short-term
investments in high-credit quality instrumentsnmaiily U.S. Government obligations and corporatigetions with contractual maturities of
less than one year. These investments are nofdraichding or other speculative purposes. Chainyagerest rates affect the income we earn
on our investments and therefore impact our castsfland results of operations.

Borrowings under our accounts receivable purchasiity with Silicon Valley Bank bear interest atvariable rate based on the U.S.
prime rate of interest. As of December 31, 2003wed no amounts under this facility.
Foreign Currency Exchange Rate Risk

Substantially all of our sales to date have begraenated in U.S. dollars. As a result, we do nqiegience any significant foreign
currency gains or losses related to our revenues.

In 2003, however, approximately 23.1% of our rexenas derived from transactions with customersidethe United States and we
expect this percentage to grow in 2004. To thergxteat we engage in international sales denomniat®).S. dollars, an increase in the ve
of the U.S. dollar relative to foreign currenciesild make our products relatively more expensiviaternational markets.
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A portion of our expenses, exclusively related to R&D facility in Calgary, Alberta, Canada, arendeninated in Canadian dollars
while our functional currency is the U.S. dollar.2003, as a result of the appreciation of the @iamedollar relative to the U.S. dollar, we
realized foreign currency losses of approximatdl@@000. In the event the Canadian dollar continaegppreciate in 2004 we will
experience additional foreign currency losses. kigla@ll other variables constant and on a hypathébasis, a further 10% increase in the
value of the Canadian dollar against the U.S. doNer 2004 would result in approximately $300,@®€reign currency losses for the year.
Conversely, a 10% decrease over 2004 would resalpproximately $300,000 in foreign currency gdorshe year.

We will continue to monitor our exposure to foreigurrency fluctuations and although we have neseddinancial hedging techniques
to date, we may use them in the future to minintiieeeffect of these fluctuations. Neverthelesscamnot assure you that these fluctuations
will not adversely affect our results of operatiégmshe future.

Item 8. Financial Statements and Supplementary Data
The index to our Consolidated Financial Statemantsthe Independent Auditors’ Report appears ih INaof this Form 10-K.

Item 9. Changes In and Disagreements With Accountants Orcdenting and Financial Disclosure

On July 17, 2002, our Board of Directors of the @amy, upon the recommendation of its Audit Comnaittismissed Arthur Andersen
LLP (“Arthur Andersen” or “AA™) as our independeptiblic accountants and engaged KPMG LLP (“KPMG”s&nve as our independent
auditors.

Arthur Andersen’s reports on the Compangonsolidated Financial Statements for the yede@mecember 31, 2001 did not contail
adverse opinion or disclaimer of opinion, nor wirey qualified or modified as to uncertainty, awstibpe or accounting principles.

There have been no disagreements with our indepéadditors on accounting and financial disclosures

Item 9A. Controls and Procedures

We maintain disclosure controls and proceduresditetlesigned to ensure that information requivdsketdisclosed in our reports to the
SEC is recorded, processed, summarized and repaitieid the time periods specified in the SECules and forms, and that such informa
is accumulated and communicated to our managemnehiding our chief executive officer and princialcounting officer, as appropriate, to
allow timely decisions regarding required discl@sun designing and evaluating the disclosure oimtaind procedures, including internal
control over financial reporting, management reéogmthat any controls and procedures, no matteniell designed and operated, can
provide only reasonable assurance of achievingléls&ed control objectives. For example, a compaoperations may change over time,
such as the result of new or discontinued lindsusiness and management must periodically modifynapany’s internal controls and
procedures to timely match these changes in itmbss. And, in the end, all controls and procedaremecessarily subject to the judgmer
management in evaluating the design and cost lierkftionship of possible controls and proceduaesl, the judgment of company persor
in their application.

As of December 31, 2003, the end of the fiscal geaered by this report, we carried out an evatuatinder the supervision and with
the participation of our management, including chief executive officer and principal accountingje#r, of the effectiveness of the design
and operation of our disclosure controls and procesl Based on the foregoing, our chief executffiees and principal accounting officer
concluded that our disclosure controls and proesiuere effective at the reasonable assurance level

There have been no significant changes in ourriaterontrol over financial reporting or identifiedconnection with the evaluation
referenced above that has materially affecteds ogasonably likely to materially affect, our imtak control over financial reporting.
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PART 1lI

Item 10. Directors and Executive Officers of the Registrant

The following sets forth certain biographical infeation concerning each of our directors and oucutkee officers as of March 15,
2004.

Identification of Directors

Director

Age
Name Position with the Company Since
Mark Rossi 47 Chairman of the Boar 199¢
Robert H. Get: 41 Director 199¢
Peter V. Leparuli 44 Director, Chief Executive Office 200:
Peng K. Lim 40 Director 2001
Daniel E. Pittarc 54 Director 200z
Horst J. Pudwil 58 Director 200:
David A. Wernel 51 Director 200<

Mark Rosshas served as the chairman of our board since 3aB0@3 and as a director since December 1999Rdssi has served as
managing director of Cornerstone Equity InvestbtsZ, a private equity investment firm that spedel in technology and
telecommunications, business service and healtlickmanation investments, since December 1996.rRoigoining Cornerstone, Mr. Rossi
served as the president of Prudential Equity Iraresinc., a private equity investment firm, froomé 1994 to December 1996. Mr. Rossi |
serves as a director of Maxwell Technologies, ladiversified technology products and servicespamy, as well as several other private
companies. Mr. Rossi holds a Bachelor of Arts dedrem Saint Vincent College and a Master of Bussn&dministration degree in finance
from the Kellogg School of Management at Northwesténiversity.

Robert H. Gethas served as a director since December 1999. &tr. s been a managing director of CornerstonéyHgwestors,
LLC, a private equity investment firm that spe@as in technology and telecommunications, busisessce and healthcare information
investments, since December 1996. Prior to joitiognerstone, Mr. Getz served as a managing dirett®rudential Equity Investors, Inc.,
also a private equity investment firm, from Febyua®87 to December 1996. Mr. Getz also servesdaeator of several private companies,
including Centurion Wireless Technologies, Inadesigner and manufacturer of antenna and powetigodufor the wireless device industry.
Mr. Getz holds a Bachelor of Arts degree from Bodtimiversity and a Master of Business Administnatitegree in finance from the Stern
School of Business at New York University.

Peter V. Leparuldas served as a director since May 2003 and ashiefrexecutive officer since January of 2003. Ptdcthat time, he
was our senior vice president, general manager, E&Dpkrations since May 2001. From September 2000ap 2001, he served as our
senior vice president, corporate and strategicldpweent and general counsel. From June 1998 uegite®nber 2000, Mr. Leparulo was a
senior partner at the law firm of Orrick, Herringt& Sutcliffe LLP, where he specialized in corperéihance, mergers and acquisitions,
securities, intellectual property and general coamatters. Prior to joining Orrick, Mr. Leparwl@s a partner at the law firm of Pillsbury
Madison & Sutro LLP, from January 1992 until Jui®98, and an associate at that firm from Octobe®188il January 1992. He holds a
Bachelor of Science degree from Colgate Univeisitgt a Juris Doctor from Case Western Reserve Wsityer

Peng K. Limhas served as a director since May 2001. Mr. Lismdeaved as the president and chief executivesnfiE TapWave, Inc.,
mobile solutions company, since May 2001. Priathtt time, Mr. Lim served as vice president, woildevproduct development of Palm, It
a handheld and wireless computer company, froml Ap89 to May 2001. Prior to that time, Mr. Lim ged as vice president of engineering
of Fujitsu Personal Systems, a pen-based and w&relemputer company and a wholly-owned subsidiRujtsu
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Limited, from June 1997 to March 1999. From Jul@@% June 1997, Mr. Lim was an engineering platfdirector for Texas Instruments,
Incorporated, a semiconductor company. Mr. Lim ently serves on the board of directors of inViso. Jm web hosting and design company.
Mr. Lim holds a Bachelor of Science degree and atbteof Science degree in Electrical EngineeringiftJniversity of Windsor and a Mas

of Engineering Management from Northwestern Unigr$/r. Lim also completed the Stanford ExecutReagram for Growing Companies
at Stanford University.

Daniel Pittardhas served as a director since November 2002. 8lagember 1999, Mr. Pittard has served as chairamahchief
executive officer of ideaEDGE Ventures LLC, a veatdevelopment firm assisting companies in thetiameand launching of new mobile
Internet endeavors, products and services. Pricotmunding ideaEDGE Ventures, he was senior piesident, strategy and new ventures
for Gateway, Inc., a computer manufacturer, frontoDer 1998 to June 1999, where he was chief syrafiger responsible for business
development, acquisitions and new ventures. Hiseeaxperience includes serving as a partner &ikkey & Company, group vice
president at Amoco Corporation and senior viceidezd and general manager for Pepisco, Inc. Havedea Masters in Business
Administration from Harvard University and a Baatredf Science from Georgia Institute of Technology.

Horst J. Pudwillhas served as a director since July 2003. Sincg, 18 Pudwill has served as founder, chairmananédf executive
officer of Techtronic Industries Co., Ltd., a Holkigng-based global manufacturer of industry leadirends in power tools, lawn and garden
equipment, and floor care appliances. Mr. Pudwitfeunded Novatel Wireless and previously servedwnboard from 1996 until 2000. Mr.
Pudwill received a Master’'s Degree in Commercengineering from Technical College, Flensburg, Garyand a degree in Engineering
from Technical College, Verden, Germany.

David A. Wernehas served as a director since January 2004. Mmé&¥eurrently is a partner at Engineered Companemt acquisitio
and business development company serving the esrgili€omponents market, which he joined in 200®r By Engineered Components,
Mr. Werner served as executive vice president &mef éinancial officer of Day Runner, Inc. from 19% 2002. Prior to that, Mr. Werner w
executive vice president and member of the boadirettors for Kaynar Technologies, Inc., a spégiabmponent manufacturer, from 1994
to 1999. Mr. Werner is a Certified Public Accouritand received both a Bachelor of Science in bssieeministration and a Masters in
Business Administration from the University of Soaitn California.

During the first quarter of 2004, two of our diret resigned from our board of directors. Mr. Da@ias, a director since 2000,
resigned in February 2004 and Mr. Steven Shermdingator since 1996, resigned in March 2004, ithezase not because of any
disagreements concerning our operations, poligigsaztices.

Identification of Executive Officers

Age
Name Position with the Company
Peter V. Leparuli 44  Chief Executive Officer and Direct
Robert M. Hadley 40  Vice President, Sales and Market
Dan L. Halvorsor 38 Vice President, Finance, Chief Accounting Officeddreasure
Patrick J. CBright 40  Vice President, Operations and General Man
Slim S. Souiss 39  Vice President, Chief Technology Offic

Peter V. Leparuldas served as our chief executive officer sincedan2003. Biographical information regarding Megarulo is set
forth above under “Identification of Directors.”

Robert M. Hadleyas served as our vice president of sales and tiraglsince January 2003. Prior to that time, heexas our vice
president of strategic accounts from April 200D&cember 2002. Before joining us, Mr. Hadley wae\president sales for e-SIM Ltd., a
provider of advanced simulation technology for proid
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development. Prior to that Mr. Hadley held varisesior sales and marketing positions inside AamiXhomson Software company provid
IT solutions for corporate enterprise reporting ifesdtyle software development markets, wheredse ito the position of vice president of
marketing. Mr. Hadley holds a Bachelor of Scienegrde in Computer Science from San Diego Statedusity.

Dan L. Halvorsorhas served as our vice president of finance, @uedunting officer and treasurer since January 2Bfidr to that
time, Mr. Halvorson served as our vice presiderfinaince and treasurer since September 2001 adidegrsor of finance and treasurer since
joining us in March 2000. From January 1998 throigirch 2000, Mr. Halvorson was director of finamtédura Pharmaceuticals. N
Halvorson is a Certified Public Accountant and IsaddBachelor of Science degree from San Diego Staiteersity.

Patrick J. O'Brighthas served as our vice president of operationgjandral manager since January 2003. From Septet@béruntil
January 2003, he was our director of CDMA stratéggm May 1999 until September 2000, he was a pragnanager at Motorola, Inc.
From August 1998 to May 1999, he worked in manuwfidgicy operations with QUALCOMM, Incorporated. Mr:Bdight received a Bachelor
of Science degree from the State University of Nemk after which he served in the United StatesyNfav approximately 11 years.

Slim S. Souisgias served as our vice president and chief tecpdfiicer since October 2002. Prior to that tirhe,served as our vice
president of emerging technologies from Decemb8i.26 October 2002 and as our principal researgmtst from May 2000 to December
2001. Prior to joining us, Dr. Souissi was printig@ff engineer in Motorola’s research and deveept operation from November 1994 to
May 2000. Dr. Souissi earned a Ph.D. and a MasBatgee in Electrical Engineering from the Geolggtitute of Technology, a Master’s
Degree in Digital Signal Processing from the EcUperieure d’Electricite (France) and a Mastergréde in Engineering from the Ecole
Superieure d’Ingenieurs de Marseille (France).dditton, Dr. Souissi holds 26 U.S. patents, alhted to wireless technology.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires ourctiinrs, certain of our officers (as defined in regwins issued by the SEC), and
persons who beneficially own more than ten peroéany class of any equity security of ours whishdgistered pursuant to Section 12 ol
Exchange Act, to file with the SEC initial repodfsbeneficial ownership and reports of changeseindficial ownership of our securities.

To our knowledge, based solely on a review of thges of such reports furnished to us and reprasens made to us that no other
reports were required during 2003, we believe ditie@ection 16(a) filing requirements were compleith by our officers, directors and
greater than 10% shareholders except that thalikitirm 3 filings required of Bay Investments Lidytual Trust Management (Bermuda)
Ltd., Soen Lee and Sofaer Capital, Inc. were fi¢ed.

Code of Ethics

We have adopted a code of ethics that applied tuabfficers and employees. A copy of the codetbics is available, without charge,
upon request, by addressing your request to: Catp@&ecretary, Novatel Wireless, Inc., 9255 Towaetf@ Drive, San Diego, CA 92121.
We will disclose any amendments to our code ofcsthind all waivers from any provisions of our coélethics granted to any of our
executive officers on our website at www.novatedigss.com.

Audit Committee

Our board of directors has a separately desigrsatadiing audit committee established in accordariiteSection 3(a)(58)(A) of the
Exchange Act, consisting of directors Rossi, Getz Werner, as chairman. Our board has determiraditidit committee chairman David
Werner, an independent member of our board of @wirscis an audit committee financial expert wittlie meaning of Rule 4350 of the
National Association of Securities Dealers, Ind #me SEC guideline:
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ltem 11. Executive Compensation

The following table sets forth the salary, bonud ather compensation paid for 2001, 2002 and 20€@8respect to our Chief Executi
Officer, our former Chief Executive Officer, andrdarmer Senior Vice President, Finance, Chief Raial Officer and Secretary (Named
Executive Officers).

Summary Compensation Table

Long-Term
Compensatior
Annual Compensation
Securities
Underlying
Other Annual Options All Other
Year Salary Bonus(1) Compensation Granted Compensation
Peter V. Leparulo(2 200z $198,76: § — $ — 771,33 $ —
Chief Executive Office 200z 230,00( — 109,54:(3) 55,33 —
2001 230,00( 28,75( 27,24¢3) — —
John E. Major(4 200: 13,58¢ — — — 153,50((5)
Chairman of the Board, Chief Executive 200z 325,00( — — 182,38( —
Officer 81,25( — — —
2001 325,00(
Melvin L. Flowers(6) 200z 198,97: — — 271,33: —
SVP, Finance, CFO & Secrete 200z 227,50( — — 55,33( —
2001 200,00( 26,25( — — —

(1) Unless otherwise noted, the amount for any yeresents the amount earned in that year, whethwest paid in a subsequent year. The
amount of any bonus was determined by the compensaammittee of the board of directors and thaezahtified by the board of
directors.

(2) Mr. Leparulo commenced serving as our chietekee officer as of January 13, 2003, prior to efhhe was our senior vice president,
general manager, CDMA operatiol

(3) Represents relocation and temporary living expepaaksby us

(4) Mr. Major ceased serving as our chief executiveceffas of January 13, 20(

(5) Represents severance and related legal fees pisid tdajor in connection with the termination oshemployment

(6) Mr. Flowers ceased serving as our senior vice geasj finance, chief financial officer and secretas of December 31, 20C

Option Grants in Last Fiscal Year

We granted options to purchase a total of 1,042¢6B8es to the Named Executive Officers during 20a8ing the same period, we
granted options to purchase up to a total of 2(¥Mshares of common stock to other employeesaatise prices equal to the fair market
value of the common stock on the date of granguaded on The Nasdaqg Stock Market. The optionstgdaio the Named Executive Officers
during 2003 vest at the rate of 20% on the six mmaminiversary of the vesting commencement date 'ard th of the balance each month
thereafter. All these options automatically vestrup change in control of our company. In additibe, options granted to Mr. Leparulo
automatically vest in the event we were to terna@rdt. Leparulo’s employment for any reason othentbause.
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Option Grants in Last Fiscal Year

Individual Grants

% of Total
Number of

Options
Securities Granted
Underlying to
Employee: Exercise Grant
Options Expiration Date
Granted in Fiscal Price Present
#) Year ($/Sh) Date Value $(1)
Peter V. Leparuls 771,33: 24.2% 2 (2) $652,95:
John E. Majol — — — — —
Melvin L. Flowers 271,33: 8.52 2.6 (©)] 569,91(

(1) The grant date present value was determinedy@sBlack-Scholes option pricing model with thiédwing assumptions: expected
volatility of 123.0%, risk free rate of return of086, no dividend yield and an expected term of forars.

(2) Mr. Leparulo received two separate option ggahitring 2003. Options to purchase an aggregatd4D24 shares of common stock
were granted at an exercise price of $1.01 peesirad expire May 7, 2013. Options to purchase greggte of 27,310 shares of
common stock were granted at an exercise pric &5%er share and expire June 26, 2!

(3) Effective upon Mr. Flower resignation on December 31, 2003, all his then st@gcoptions were automatically cancell

Aggregated Option Exercises in Fiscal Year 2003 arfiscal Year-End Option Values

The Named Executives Officers did not exercisestogk options during 2003. The following table detsh certain information
concerning unexercised options held by the Namextiive Officers at December 31, 2003.

Number of Shares Value of Unexercised
Underlying Unexercised In-the-Money
Options at Options at
December 31, 2003 December 31, 2003
Unexercisable Unexercisable
Exercisable Exercisable
Peter V. Leparuls 327,41t 539,24 $1,361,10° $2,543,13
John E. Major(1 — — — —
Melvin L. Flowers(2) 132,08: — 289,03t —

(1) Mr. Major ceased serving as our chief execubiffcer as of January 13, 2003. As a consequanoeested and unexercisable options to
purchase up to 222,869 shares of common stockhtlenby Mr. Major were automatically cancelled amdary 13, 2003. Mr. Major’s
remaining 161,946 vested options were exercis&btrigh April 13, 2003, but all such options expitgexercised on that da

(2) Mr. Flowers ceased serving as our senior viesigent, finance, chief financial officer and stary as of December 31, 2003. As a
consequence, unvested and unexercisable optigngd¢hase up to 234,581 shares of common stockhiblenby Mr. Flowers were
automatically cancelled on December 31, 2003. NbwErs remaining vested options are exercisable througitivao, 2004

The value of unexercised in-the-money options regrts the positive spread between the exercise pfithe stock options and the fair
market value of our common stock including suchaos (calculated using the closing sales priceunfoommon stock on December 31, 2
of $5.99 as reported on The Nasdag SmallCap Market)
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401(k) Plan

Our 401(k) plan covers employees located in thaddinstates. The 401(k) plan is intended to qualifger Section 401(k) of the
Internal Revenue Code. Consequently, contributiortee 401(k) plan by employees or by us, andrikiestment earnings on these
contributions, are not taxable to employees untidrawn from the 401(k) plan. Further, contribusdoy us, if any, will be deductible by us
when made. Employees may elect to contribute dpt0% of their current annual compensation to BiK) plan up to the statutorily
prescribed annual limit. The 401(k) plan does mwtently permit, but may in the future be amendegdrmit, additional matching
contributions to the 401(k) plan by us on behalalbparticipants in the 401(k) plan.

Employment Arrangements

In May 2001, we entered into management retentipaeanents with certain of our executive officersviting for those employees to
receive enumerated severance benefits if, withim2dths following a change of control (or at theediion of an acquirer in anticipation of
such an event), we were to terminate the employaajdoyment other than for cause or disabilityfdné employee were to terminate his
employment with us for good reason. As a conditibthe March 12, 2003 financing transaction, wenieated the management retention
agreements by mutual agreement with the employbesrgmained employed by us.

Effective January 13, 2003, our then chief exeeutifficer, John Major, was replaced and his emplynwvas terminated without
cause. As as result, pursuant to his employmeeeagent, he was entitled to receive $325,000 imgolsum payment. In July 2003, we
entered into a separation agreement with Mr. Mpjosuant to which we paid him a total of $150,0®¢hiree installments in accord and
satisfaction of the amounts payable under the eynpdmit agreement or which may have been payabler iniglenanagement retention
agreement.

Compensation Committee Interlocks and Insider Parttipation

The compensation committee of our board of directturing 2003 was comprised of Messrs. Rossi amd There are no compensation
committee interlocks and none of our employeesn®eber of our compensation committee.

Compensation of Directors

Non-employee directors currently receive $1,500nfigs for each board meeting they attend in per$@5(Q( if attendance at such board
meeting is via telephone) and $500 for attendirghdmard committee meeting (whether attended isgeor via telephone), as well as
reimbursement of reasonable expenses incurrechimextion with attending those meetings. We do natently pay our non-employee
directors an annual retainer fee. Those of ourctbrs who are also employees of Novatel Wireless#gible to participate in our stock
incentive plan (Incentive Plan) and our employeelspurchase plan (Purchase Plan). Non-employeetdiis are eligible to participate in the
Incentive Plan. Our board adopted the Incentive Bfed the Purchase Plan on July 24, 2000 and ockistlders approved each of them in
September 2000. Prior to 2003, each of our thestiagi non-employee directors had previously reakmgtions to purchase 20,000 shares of
our common stock. During 2003, our non-employeeafor compensation policy was revised to provideafbfuture non-employee directors
to receive, upon being appointed to the board,eatne grant of options to purchase up to 85,0@0eshof our common stock. One-fifth of
these options vest and become exercisable six mdéoitbwing the date of grant and the remainingabak vests ratably over the following
months while service on our board continues. Alsond) 2003, our existing non-employee directorshaaceived a one-time grant of options
to purchase approximately 71,667 shares of our csmstock. One-fifth of these options vested andiberexercisable on May 20, 2003
with the remaining balance vesting ratably overftilewing 30 months while service on our board thames. Pursuant to the Incentive Plan,
options granted to non-employee directors autoralfizest upon a change in control of the Company.

Item 12. Security Ownership of Certain Beneficial Owners aianagement

The following table sets forth certain informatias of March 29, 2004 with respect to the benefmvahership of our voting securities
of (i) each person who, to our knowledge, bendficiawns more than 5% of any class of our votinguséies, (ii) each of our directors and
Named Executive Officers, individually and (iii} alur directors and executive officers as a gr¢
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We have relied exclusively upon information prowde us by our directors, Named Executive Officard executive officers and
copies of documents that have been filed with t8€ 8y others for purposes of determining the nunolbshares of our capital stock each
person beneficially owns. Beneficial ownership ésesimined in accordance with the rules and reguriatof the SEC and generally includes
those persons who have voting or investment povitbr n@spect to the subject securities. Except bsratise indicated, and subject to
applicable community property laws, the personsathin the table have sole voting and investmentgoawith respect to all shares of our
capital stock beneficially owned by them. Perceatagnership in the table below is based on 16,8B3shares of common stock outstanc
on March 29, 2004. Shares of our stock subjecptmos or warrants that are exercisable within &@sdof March 29, 2004 and shares of our
common stock issuable upon conversion of our S&ipeferred stock that are issued and outstaratiniglarch 29, 2004 are also deemed
outstanding for purposes of calculating the pesgabwnership of that person, and if applicable p&rcentage ownership of executive
officers and directors as a group, but are notdrkas outstanding for the purpose of calculatiegpercentage ownership of any other person

Number of Shares Percentage of Class
Beneficially Owned Beneficially Owned
Series E Common Series E
Name and Address of Beneficial Owner(1) Common
Bay Investments Ltd.(2) 3,754,95! 2,25 18.72% 49.98%
Suite 1806 Central Plaza
18 Harbour Rd
Wanchal Hong Kong K3 00C
Horst J. Pudwill(3 3,781,02 2,257 18.8: 49.9¢
Cornerstone Equity Investors, LLC(4) 2,949,36! 1,12¢ 15.97 24.9¢
717 Fifth Avenue, Suite 1100
New York, NY 1002z
Robert Getz(5 2,995,38I 1,12¢ 16.12 24.9¢
Mark Rossi(5 2,995,38! 1,12¢ 16.12 24.9¢
Entities affiliated with 1,515,99 1,03¢ 8.6¢ 22.9:
Sofaer Capital, Inc.(6)
16 Ice House Street, 16th floor
Central Hong Kon
Peter Leparulo(7 418,52( — 2.4¢ —
Melvin Flowers(8) 36,37: — * —
Daniel Pittard(9 36,30( — * —
Peng K. Lim(10 27,10: — * —
David Wernel — — — —
John Major — — — —

All directors and executive officers as a group ffetsons 7,481,55! 3,38¢ 33.1( 74.45

* Represents less than one percent of the outstanldisg of voting securitie

(1) Unless otherwise indicated, the principalradd for each of the persons listed is c/o Nowsietless, Inc., 9255 Towne Centre Drive,
Suite 225, San Diego, CA 921z
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)

®)
(4)
®)

(6)

@)

8)
9)

(10)

Includes 374,370 shares of common stock aB8i03589 shares of common stock issuable upon csioveof 2,257 shares of Series B
preferred stock currently issued and outstandimay. IBvestments Ltd. is the holder of record of ¢hescurities. Horst J. Pudwill, one
of our directors, exercises voting and investmentm| over all these securities and disclaims beia ownership except to the exte
of his pecuniary interest there

Includes those shares identified in footr(@)eabove and 26,067 shares of common stock isswetiin 60 days of March 29, 2004
upon the exercise of stock options held directiyMyy Pudwill.

Includes 1,097,619 shares of common sto@80,291 shares of common stock issuable upon csioveof 1,129 shares of Series B
preferred stock and 161,458 shares of common s$gakable upon the exercise of common stock purclas@nts

Includes those shares identified in footr(d)eabove and 46,018 shares of common stock isswetiin 60 days of March 29, 2004
upon the exercise of stock options held directhebgh of Mr. Getz and Mr. Rossi upon the exercisgaxk options held by each.
Mr. Getz, one of our directors, and Mr. Rossi, @®irman of our Board of Directors, are both manggiirectors of Cornerstone
Equity Investors, LLC. Cornerstone Equity InvestiMsL.P., the record holder of these securitissan investment fund whose
managing general partner is Cornerstone Equitystors, LLC. Excluding shares issuable upon exewistock options, Mr. Getz ai
Mr. Rossi together with Robert Knox, Dana O'Bri&teve Larson and Mike Najjar exercise voting angdtiment control over these
securities and each disclaims beneficial ownerskgept to the extent of his respective pecuniaerast thereir

Includes 992,240 shares of common stock Eeugon conversion of 677 shares of Series B perdestock held by Caledonian Bank
& Trust Limited, trustee, Sofaer Funds/Sofaer Gapitlobal Hedge Fund (Sofaer). Also includes 528 3Bares of common stock
issuable upon conversion of 358 shares of Serjg®eferred stock held by RIT Capital Partners, PRCT]. Sofaer Capital, Inc. is the
investment advisor of each of Sofaer and RIT. Michiel Sofaer exercises voting and investment obotrer these securities and
disclaims beneficial ownership except to the extéittis pecuniary interest there

Represents: 85,425 shares of common stockD2Ghares of common stock issuable upon the isees€ warrants and 312,991 shares
of common stock issuable within 60 days of MarchZ®4 upon the exercise of stock options. Mr. kelmeis our chief executive
officer.

Represents 36,372 shares of common stochbi$sthrough March 30, 2004 upon the exerciseawksbptions. Mr. Flowers ceased
serving as our senior vice president, finance,fdhiancial officer and secretary as of DecemberZI03.

Represents 36,300 shares of common stocabswithin 60 days of March 29, 2004 upon the eigerof stock options. Mr. Pittard is
a Novatel Wireless directc

Represents 27,101 shares of common stockbiesuéthin 60 days of March 29, 2004 upon the eiserof stock options. Mr. Lim is a
Novatel Wireless directo
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Equity Compensation Plan Information

@ ®) ©
Number of securities Number of securities
remaining available for future

to be issued upon

exercise of Weighted-average issuance under equity
outstanding options exercise price of compensation plans
outstanding options (excluding securities reflectec
Plan category Name of Plan warrants and rights warrants and rights in column (a)
Equity compensation The Amended 3,794,25; $ 6.22 1,667,99
plans approved by and Restated
security holders Novatel
Wireless, Inc.
2000 Stock
Incentive Plar
Equity compensation
plans not approved
by security holder None
Total 3,794,25: $ 6.22 1,667,99
I I

(a) Our stockholders approved our amended andeese®00 Stock Incentive Plan in September 200hediately prior to our initial public
offering in November 2000. The amounts includethis table include options to purchase shares pEommon stock that we issued
under our predecessor plan, the amended and ®428& Employee Stock Option Plan, further grantden which were terminated on
November 15, 200(

(c) On the first day of each fiscal year while pten is in effect, shares available for issuanadeuthe plan are added to the plan equal to the
lesser of (i) 100,000 shares, (ii) three percerthefshares of our common stock outstanding ofasteday of the prior fiscal year, or (iii)
such lesser number of shares as our board mayrde&ein its sole discretiol

Item 13. Certain Relationships and Related Transactions

Series B Financing. In March and May of 2003, we entered into aeseof agreements with a group of investors in ection with the
private placement of approximately $6.7 millioncohvertible debt and convertible equity securiied common stock purchase warrants.
See note 6 to the Financial Statements for a sugnafahis transaction. Cornerstone Equity InvestbtsC, a greater than 5% stockholder of
ours, participated in this financing. Robert Gatd Mark Rossi, two of our directors, are each marpdirectors of Cornerstone. Cornersti
invested $1 million in the convertible debt andiggsecurities that we issued and also receivedamss to purchase up to 402,083 shares of
our common stock. Peter V. Leparulo, our chief exige officer since January of 2003, purchased 3D of the convertible debt and equity
securities and warrants to purchase up to 21,4&#stof common stock.

In the past, we have sold products to and purchasmtlicts from AirLink Communications, Inc., whasgirman and principal
stockholder is Mr. Steven Sherman, a former mermabeur board of directors and a current Novatelal¢iss stockholder. During 2003, our
sales to AirLink were $61,000 and our purchasesm féarLink totaled $ 59,000. At December 31, 2003,LAnk owed us $496,000 for past
purchases. On March 11, 2004, the remaining $49600€he AirLink indebtedness was settled in fyllAirLink through cash payments to
of $213,000 with the remaining balance settled prity by an offset of trade payables that we oweditLink as a result of our own
purchases in the ordinary course from AirLink, uihg purchases by us in 2004 totaling $ 208,008 Aeffective March 11, 2004,
AirLink’s chairman of the board, Mr. Steven Shermaesigned as a member of our board of directors.

We sell products to a subsidiary of Chinatron Grbigidings Limited. Mr. Horst J. Pudwill, one of odirectors and principal
stockholders, is also a director and stockholdeZhihatron. In addition, the chairman and chiefeeize officer of Chinatron participated in
the Series B financing described above. Sales toaftbn for the year ended December 31, 2003 wed2 $00.
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Item 14. Principal Accounting Fees and Services
Fees Billed by Independent Public Auditors
The aggregate fees billed by KPMG LLP, our indegengbublic auditors, for 2003 and 2002 are as fadto

Fees Paid
2003 2002
Audit Fees(1 $260,50( $184,40(
Audit-Related Fees(- — _
Tax Fees(3 — _

All Other Fees(4 — —

(1) Audit Fees consist of fees billed for professibservices rendered for the audit of our constdid annual financial statements and
review of the interim consolidated financial stagens included in quarterly reports and servicesahanormally provided by KPMG
LLP in connection with statutory and regulatorynijs or engagement

(2) Audit-Related Fees consist of fees billed fesumance and related services that are reasoraatgd to the performance of the audit or
review of our Consolidated Financial Statementsanedhot reported und“Audit Fees”

(3) Tax Fees consist of fees billed for professi@eavices rendered for tax compliance, tax adsivg tax planning. We do not use KPMG
for our tax compliance neec

(4) All Other Fees consist of fees for products angtises other than the services reported ab

Audit Committee Authorization of Audit and Non-Audi t Services

The Audit Committee has the sole authority to atiieoall audit and non-audit services to be proditlg the independent audit firm
engaged to conduct the annual audit of our corsi@dlfinancial statements. In addition, the Auditr@nittee has adopted pre-approval
policies and procedures that are detailed as tio paxticular service to be provided by the indemecuditors, and such policies and
procedures do not permit the Audit Committee tedate its responsibilities under the Exchange @écbhanagement. The Audit Committee
pre-approved fees for all audit and non-audit sewprovided by the independent audit firm duringfscal year ended December 31, 2003
as required by the Sarbanes-Oxley Act. The Audin@ittee has considered whether the provision ohtireaudit services is compatible
with maintaining the independent auditors’ indepsrae, and has concluded that, in its opinion, thigites performed by KPMG on our
behalf are compatible with maintaining the indepsrod of such auditors.
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PART IV

Item 15. Exhibits, Financial Statement Schedules and Repo@a Form 8-K
(@) 1. Index to Consolidated Financial Statements

See Index to Consolidated Financial Statementdinadcial statement schedules.
(@) 2. Index to Financial Statement Schedules

The following Financial Statement Schedules forytbars ended December 31, 2003, 2002 and 2001dsheukad in conjunction with
the Consolidated Financial Statements, and relatées thereto.

Schedule Page

Schedule —Valuation and Qualifying Accoun F-34

Schedules not listed above have been omitted bectheyg are not applicable or are not required eirtformation required to be set
forth therein is included in the Consolidated FiciahStatements or notes thereto.

(a) 3. Exhibits

The following Exhibits are filed as part of, or arporated by reference into, this Report on ForaiK10

Exhibit

Number Description

3.1(1) Amended and Restated Certificate of Incorporal

3.2 Certificate of Amendment to Amended and Restatadificate of Incorporation
3.3(2) Bylaws.
3.4 Amended and Restated Certificate of DesignatioBesfes A Convertible Preferred Sto
3.t Certificate of Designation of Series B ConvertiBieferred Stock

4.1(2) Specimen Common Stock Certifica

4.2(4) Specimen Series A Convertible Preferred Stock fizate.

4.3(4) Form of Common Stock Purchase Warrant issued inextion with the Company’s Series A Convertiblef@med Stock
Financing.

4.4(5) Warrant to Purchase Stock, issued in connectiolm thid Compar’s facility with Silicon Valley Bank

4.5(5) Form of Common Stock Purchase Warrant issued inextion with the Compang’1999 Series B Convertible Preferred S
Financing.

4.6(5) Form of Common Stock Purchase Warrant issued inextion with the Company’s Series C Convertibleféired Stock
Financing.

4.7(5) Form of Common Stock Purchase Warrant issued inextion with the Compar' s Debenture Financin

4.8(5) Form of Common Stock Purchase Warrant issued inextion with the Company’s Series D Convertiblef€&red Stock
Financing.

4.9(7) Form of Securities Purchase Agreement enterednntonnection with the Company’s 2003 Series B @otible Preferred
Stock Financing

4.10(7 Form of Secured Convertible Subordinated Note $ueonnection with the Comparsy2003 Series B Convertible Prefer

Stock Financing

43



Table of Contents

Exhibit
Number

4.11(7
4.12(7
4.13(7
4.14(7

10.1(3

10.2
10.3(3
10.4(2

10.5(2

10.6(2)
10.7(5)
10.8(5)

10.9(6)
10.10(2
10.11(2

%10.12(2)
*10.13(2)

10.14(6
10.15(2
10.16(2
10.17(6

10.18(6
10.19(6

Description

Form of Secured Convertible Subordinated Note @$nueonnection with the Company’s 2003 Series Bveotible
Preferred Stock Financin

Form of Common Stock Purchase Warrant issued inaxtion with the Company’s 2003 Series B Convestieferred
Stock Financing

Form of Security Agreement entered into in conmectiith the Company’s 2003 Series B Convertibldé?red Stock
Financing.

Form of Registration Rights Agreement entered intconnection with the Company’s 2003 Series B Gotible Preferred
Stock Financing

1997 Stock Incentive Plan, as Amended and Resi
Amended and Restated 2000 Stock Incentive |
2000 Employee Stock Purchase P

Amended and Restated Registration Rights Agreerdated as of June 15, 1999, by and among Novat&ll&gs, Inc. and
some of its stockholder

Amended and Restated Investors’ Rights Agreemeaié¢ddas of June 30, 2000, by and among Novatell®gsgelnc. and
some of its stockholder

Form of Indemnification Agreement between Novateétéléss, Inc. and each of its officers and direxi
Loan and Security Agreement, dated as of Novem®geP@01, by and between the Company and Silicoley&ank.

Silicon Valley Bank Registration Rights Agreemetdfed as of November 29, 2001, by and between ¢hgp@ny and
Silicon Valley Bank

Silicon Valley Bank Antidilution Agreement, dated af November 29, 2001, by and between the CompadySilicon
Valley Bank.

Real Property Sublease dated as of July 7, 2008n8\ybetween Sicor Inc. (formerly Gensia Sicor,)laad Novatel
Wireless, Inc., for 9360 Towne Centre Drive, Saadai, California

Real Property Lease, dated as of February 1, 189a@nd between Novatel Wireless Technologies Liid. Sun Life
Assurance Company of Canada, for 6715 8th St., KL&gary, Alberta

Employment Agreement, dated as of July 24, 200@ray/between Novatel Wireless, Inc. and John M

Employment Agreement, dated as of August 21, 1B9&nd among Novatel Wireless, Inc., Novatel Wisl&@echnologie
Ltd. and Ambrose Tan

Form of Change of Control Letter Agreement, datedfaMay 11, 2001, by and between Novatel Wirelbss,and several
executives of Novatel Wireless, Ir

Standard Manufacturing Agreement, dated as of Augua000, by and between Novatel Wireless, Ind. &olectron de
Mexico, S.A. de C.V

First Amendment to Employment Agreement, datedf &eptember 22, 2000, by and among Novatel Wirglass,
Novatel Wireless Technologies Ltd. and Ambrose T

Settlement Agreement and Mutual General Releasedda of January 12, 2002 by and between Novaitell&¥s, Inc. an
Sanmin-SCI Corporation and Sanmina Canada U

Security Agreement, dated as of January 12, 2062w&d by Novatel Wireless, Inc. in favor of Sare-SCI Corporation

Amendment to the Loan and Security Agreement, daseaf November 21, 2002, by and between the Coynaaah Silicor
Valley Bank.
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Exhibit
Number Description
10.20(8 Securities Purchase Agreement entered into in atiomewith the Compar’'s January 2004 Financing Transacti
10.21(8 Registration Rights Agreement entered into in catina with the Compar’'s January 2004 Financing Transacti
10.22(8 Form of Common Stock Purchase Warrant issued inextion with the Compar's January 2004 Financing Transacti
21(8) Subsidiaries of Novatel Wireless, It

23.1 Consent of KPMG LLP, Independent Auditc

23.2 Notice regarding consent of Arthur Andersen L
24(8) Power of Attorney

31.1 Certification of our Chief Executive Officer adogtpursuant to Section 302 of the Sarb-Oxley Act of 2002

31.2 Certification of our Chief Financial Officer adoptpursuant to Section 302 of the Sarb-Oxley Act of 2002

32.1 Certification of Chief Executive Officer and Chi&Ecounting Officer pursuant to 18 U.S.C. Sectio®@Q,3as adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 2002

(1) Incorporated by reference to the Comg’s annual report on Form -K for the year ended December 31, 2C

(2) Incorporated by reference to the Company’s egfion Statement on Form S-1 (No. 333-4257®dfNovember 14, 2000, as
amended

(3) Incorporated by reference to the Comg’s Registration Statement on Fori-8 (No. 33:-53692), filed January 12, 20C
(4) Incorporated by reference to the Comg’s current report on Forn-K, filed January 18, 200:.

(5) Incorporated by reference to the Comg’s Registration Statement on Fori-3 (No. 33:-81190), filed January 22, 2002, as amen
(6) Incorporated by reference to the Comg’s annual report on Form -K for the year ended December 31, 2C
(7) Incorporated by reference to the Comg’s current report on Forn-K, filed March 28, 2003
(8) Incorporated by reference to the Comg’s annual report on Form -K for the year ended December 31, 2003, filed Mdrgh2004
* Management contract or compensation plan or arraage

(b) Reports on Form 8-K

Current report on Form 8-K, furnished pursuantéonis 7 and 9 on October 27, 2003, announcing finbresults for the third

quarter of 2003 and included in the press relegis¢ed thereto.

Supplemental Information

No Annual Report to Stockholders or Proxy matetige been sent to stockholders as of the datésofaport. The Annual Report to
Shareholders and Proxy material will be furnisheedur stockholders subsequent to the filing of thjort and we will furnish such material
to the SEC at that time.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regyigthas duly caused this
Amendment No. 1 to Form 10-K on Form 10-K/A to Igned on its behalf by the undersigned, thereunty duthorized.

Date: March 30, 200 N ovATEL W IRELESS, | NC.

By: /sl PETERV. L EPARULO

Peter V. Leparulo
Chief Executive Officer

Pursuant to the requirements of the Securities Exange Act of 1934, this Amendment No. 1 to Form 10-En Form 10-K/A has
been signed below by the following persons on befialf the registrant and in the capacities and on th dates indicated.

Signature Title Date
/sl PETERV. L EPARULO Chief Executive Officer (Principal Executive March 30, 2004
Officer)
Peter V. Leparulo
/s/  DANL. H ALVORSON Vice President, Finance, Chief Accounting March 30, 2004
Officer and Treasurer (Principal Financial
Dan L. Halvorson and Accounting Officer
* Director March 30, 2004

Robert H. Getz

* Director March 30, 2004
Peng K. Lim
* Director March 30, 2004

Daniel E. Pittard

* Director March 30, 2004
Horst J. Pudwill
* Director March 30, 2004
Mark Rossi
* Director March 30, 2004

David A. Werner

*By: /sl PETERV. L EPARULO

Peter V. Leparulo
Attorney-in-Fact
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NOVATEL WIRELESS, INC.
CONSOLIDATED BALANCE SHEETS

As of December 31,

2003 2002
As restated
(see Note 6)
ASSETS
Current asset:
Cash and cash equivalel $ 3,942,00 $ 1,571,00
Restricted cas 635,00( 105,00(
Accounts receivable, net of allowance for doub#fttounts of $311,000 in 2003 and
$333,000 in 200; 8,986,001 6,937,00!
Accounts receivabl— related parties (Note 1. 399,00( 276,00(
Inventories 2,349,001 4,250,00!
Prepaid expenses and otl 1,378,00! 1,561,00!
Total current asse 17,689,00 14,700,00
Property and equipment, r 1,915,00! 4,101,001
Intangible assets, n 4,629,001 5,054,001
Other asset 188,00( 192,00(
$ 24,421,00 $ 24,047,00
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 6,730,00 $ 6,919,00
Accrued expense 1,179,00! 1,266,00!
Inventory purchase commitmer — 3,983,001
Borrowings under line of crec — 2,234,001
Restructuring accrui 1,222,00! 1,331,00!
Deferred revenue 6,218,00! 977,00(
Current portion of capital lease obligatic 82,00( 133,00(
Total current liabilities 15,431,00 16,843,00
Capital lease obligations, net of current por — 38,00(
Redeemable and Convertible Series A preferred s&6lK5 shares issued and outstanding at

December 31, 2002 (As restated, see No — 665,00(

Commitments and contingencies (Notes 3 an

Stockholder' equity:
Preferred stock, par value $.001, 2,000,000 starderized
Convertible Series A preferred stock amended irB2Q(025 shares issued and outstanding
at December 31, 2003 (Note — —
Convertible Series B preferred stock, 4,703 ankbabes issued and outstanding at Decel
31, 2003 and 2002 (Note — —
Common stock, par value $.001, 50,000,000 shartkerdzed, 12,737,640 and 6,984,823 shares
issued and outstanding at December 31, 2003 ari| 13,00( 7,00C

Additional paic-in capital
Deferred stock compensati
Accumulated defici

Total stockholder equity (As restated, see Note

256,253,00
(142,000
(247,134,00)

8,990,001

$ 24,421,00

238,640,00
(1,729,00))
(230,417,00)

6,501,001

$ 24,047,00
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NOVATEL WIRELESS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue
Revenue— related parties (Note 1.

Total revenue

Cost of revenu
Cost of revenu— related partie

Total cost of revenu
Gross margir

Operating costs and expens
Research and developmt
Sales and marketir
General and administrati\
Restructuring and impairment char
Amortization of deferred stock compensatior

Total operating costs and expen

Operating los!

Other income (expense
Interest incom
Interest expense (Note
Other income (expense), r

Net loss

Accretion of dividends and beneficial conversioatéges pertaining to preferred

stock (As restated, see Note

Net loss applicable to common stockholc

Weighted average shares used in computation of basi diluted net loss per

common shar
Basic and diluted net loss per common sl

(*) Amortization of deferred stock compensati
Cost of revenu
Research and developmt
Sales and marketir
General and administratiy

F-3

Year Ended December 31,

2003

2002

2001

As restated

(see Note 6)
$ 33,052,00 $ 28,825,00 $ 39,996,00
763,00( 47,00( 3,647,001
33,815,00 28,872,00 43,643,00
27,251,00 26,862,00 74,671,00
640,00( 32,00¢( 2,768,001
27,891,00 26,894,00 77,439,00
5,924,00! 1,978,001 (33,796,00)
5,987,001 13,416,00 20,836,000
2,558,00!I 4,640,001 12,262,00
3,647,001 5,717,001 7,837,001
828,00( 2,650,00! 7,050,001
738,00( 3,556,001 10,360,00
13,758,00 29,979,00 58,345,00
(7,834,00) (28,001,00) (92,141,00)
44,00( 221,00( 1,598,00!I
(3,939,001 (538,000 (332,000
91,00( - (2,000
$(11,638,00) $(28,318,00) $(90,877,00)
(5,079,00() (25,163,00) (161,000
$(16,717,00) $(53,481,00) $(91,038,00)
7,817,53! 5,106,68: 3,626,25!
$ (2.19 $ (1047 $  (25.1)
$ 51,00( $ 363,00( $ 1,884,00!
131,00( 307,00( 1,068,00!l
135,00( 316,00( 1,039,00I
421,00( 2,570,001 6,369,00I
$ 738,00( $ 3,556,00! $ 10,360,00
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NOVATEL WIRELESS, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
Preferred Stock

Common Stock

Shares Amount Amount Ag(zj;it(lﬁi?lal Deferred Accumulated Stoc-ll-(?\toallders’
Shares Capital Compensatior Deficit Equity

As Restated As Restated

(See Note 6) (See Note 6)

Balance, January 1, 20 3,586,72; 4,00C 183,350,00 (18,234,00) (85,898,00) 79,222,00

Exercise of stock options and warra 42,80¢ 504,00( 504,00(
Deferred compensation adjustment for stock

options cancelle (1,533,00) 1,533,001
Amortization of deferred compensati 10,360,00 10,360,00
Shares issued under employee stock purchase 13,38¢ 171,00( 171,00(

Accretion of dividends on Series A convertible and

redeemable preferred sto
Imputed value of beneficial conversion feature

relating to the issuance of Series A convertit

and redeemable preferred stc 21,338,00
Imputed value of warrants issued in conjunction

with Series A convertible and redeemable

preferred stocl 4,512,001
Accretion of imputed value assigned to the

beneficial conversion feature on Series A

convertible and redeemable preferred stock

related common stock warrat
Amortization of offering costs for Series A

convertible and redeemable preferred si
Imputed value of warrants issued in conjunctior

(50,000 (50,000

21,338,00

4,512,00!

(105,000 (105,000

(6,000) (6,000)

with obtaining line of credi 358,00( 358,00t
Net loss (90,877,00) (90,877,00)
Balance, December 31, 20 3,642,91° 4,00 208,700,00 (6,341,000 (176,936,00) 25,427,00
Shares issued under the Sanmina settlement

agreement (Note 1( 333,33¢ 5,400,00I 5,400,001
Shares repurchased under the Sanmina settlen

agreement (Note 1( (133,33) (1,600,001 (1,600,001
Exercise of stock options and warra 18,26¢ 239,00( 239,00(

See accompanying notes to consolidated finanassients.
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NOVATEL WIRELESS, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY—(Co ntinued)

Preferred Stock

Common Stock

Shares Amount Amount A(é(?;it(lﬁir:]al Deferred Accumulated Stoc1l—<(k)1t:||ders’
Shares Capital Compensatior Deficit Equity
As restated As restated
(see Note 6) (see Note 6)
Deferred compensation adjustment for stock option
cancellec (1,056,00) 1,056,00!
Amortization of deferred compensati 3,556,001 3,556,001
Shares issued under employee stock purchase 23,125 135,00( 135,00(
Accretion of dividends on Series A convertible and
redeemable preferred sto (1,132,00) (1,132,00i)
Accretion of imputed value assigned to the bengifici
conversion feature on Series A convertible and
redeemable preferred stock and related commor
stock warrant: (22,656,00) (22,656,00)
Amortization of offering costs for Series A conviele
and redeemable preferred stc (1,375,00) (1,375,00i)
Conversion of Series A convertible and redeemable
preferred stock into shares of common st 2,114,841 2,000 24,425,00 24,427,00
Issuance of common stock, net of issuance « 985,66: 1,00C 2,397,00! 2,398,001
Net loss (28,318,00) (28,318,00)
Balance, December 31, 20 6,984,82: 7,00( 238,640,00 (1,729,00i)(230,417,00) 6,501,00!
Exercise of stock options and warra 2,408,48' 3,00C 2,791,00 2,794,001
Deferred compensation adjustment for stock option
cancellec (849,000  849,00(
Amortization of deferred compensati 738,00( 738,00(
Shares issued under employee stock purchase 16,37: 15,00( 15,00(
Accretion of dividends on Series A convertible and
redeemable preferred stock (from January 1, 2003
through May 9, 2003) (As restated, see Not (97,000 (97,000
Accretion of dividends on Series A preferred stock
(from May 10, 2003 through December 31, 2003
(As restated, see Note 67,00( (67,000

Accretion of imputed value assigned to the benafici
conversion on Series A convertible and redeemable
preferred stock and related common stock warrants
upon termination of redemption feature (As restated
see Note 6

Amortization of offering costs for Series A conviele
and redeemable preferred stock (As restated, se
Note 6)

See accompanying notes to consolidated financgdsients.
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NOVATEL WIRELESS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY—(Co ntinued)

Preferred Stock Common Stock
Amount Ag(illit:ﬁ%al Deferred Accumulated Stoc-thglllders’
Shares Shares Amount Capital Compensatior Deficit Equity
As restated As restated
(see Note 6) (see Note 6)
Reclassification of convertible and redeema
Series A preferred stock as amended on
May 9, 200% 3,67¢ 3,900,001 3,900,001
Conversion of Series A preferred stock into
shares of common stor (2,650 253,29¢
Conversion of secured subordinated conver
promissory notes into shares of Series B
preferred stocl 4,721 4,721,00 4,721,001
Issuance of Series B preferred stock, net of
issuance cos! 2,05( 1,522,001 1,522,00!
Imputed value of beneficial conversion featu
relating to the issuance of convertible not
payable 3,594,001 3,594,001
Warrants issued in connection with convertible
notes payabl 79,00( 79,00(
Imputed value of beneficial conversion featu
relating to the issuance of Series B prefel
stock 1,581,001 (1,581,00i)
Conversion of Series B preferred stock into
shares of common stor (2,069 3,074,65  3,00( (3,000
Accretion of dividends on Series B preferrec
stock 195,00( (295,001
Net loss (11,638,00) (11,638,00)

Balance, December 31, 2003, as restated (/
restated, see Note 572t $ 12,737,64 $13,00( $256,253,00 $ (142,000 $(247,134,00)$ 8,990,00!

See accompanying notes to consolidated finanassients.
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NOVATEL WIRELESS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activitie
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic
Provision for bad det
Inventory write-offs
Asset impairment
Gain on sale of property and equipm
Accretion of interest expense on convertible n
Amortization of deferred compensation for stockioms issued below
fair value
Warrants issued in connection with convertible s
Amortization of deferred financing costs in conjtios with line of
credit
Changes in assets and liabiliti
Restricted cas
Accounts receivabl
Accounts receivabl— related partie
Inventories
Prepaid expenses and other as
Accounts payabl
Accrued expense
Inventory purchase commitme
Restructuring accrui
Deferred revenue

Net cash used in operating activit

Cash flows from investing activitie
Purchases of property and equipm
Proceeds from sale of property and equipn
Purchases of licensed technoloc
Capitalized software development cc

Net cash used in investing activiti

Cash flows from financing activitie
Proceeds from / (payments on) line of cr
Net proceeds from issuance of convertible and redbée Series A
preferred stocl
Offering costs for convertible and redeemable Sefipreferred stoc

See accompanying notes to consolidated financgdsients.
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Year Ended December 31,

2003

2002

2001

As restated
(see Note 6)

$(11,638,00)  $(28,318,00)  $(90,877,00)
3,689,001 4,615,001 4,713,001
148,00 39,00( 41,00(
1,960,001 2,506,001 16,210,00
870,00( 2,241,001
(309,00)
3,715,001
738,00 3,556,001 10,360,00
79,00(
328,00( 30,00(
(530,00) (5,000) (100,00)
(2,197,00) (270,00() 1,346,001
(123,00() 502,00 6,668,001
(59,00) (286,00) (9,557,001)
(208,00 305,00( 2,032,001
(189,00) (5,402,001 (11,508,00)
(87,000 (1,327,001 (2,505,001)
(478,00() (6,366,00) 15,749,00
(109,00) (101,00() 1,432,001
5,241,001 641,00( (1,660,001
(357,00) (28,713,00) (55,385,00)
(225,00) (198,00) (5,887,001
321,00(
(395,00) (2,188,001
(102,00() (2,265,00i)
(299,00) (300,00) (10,340,00)
(2,234,00) 674,00 1,560,001
25,850,00
(232,00()
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NOVATEL WIRELESS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS—(Continued)

Year Ended December 31,

2003 2002 2001
As restated
(see Note 6)
Net proceeds from issuance of Series B conventitdéerred stocl 1,522,00!
Proceeds from exercise of stock options and was 2,793,001 239,00( 504,00(
Proceeds from shares issued under the employdemiochase pla 15,00( 135,00( 171,00(
Repurchase of common stock under Sanmina Settlefmgaemen (1,600,001
Net proceeds from the issuance of common s 2,398,001
Net proceeds from the issuance of convertible noagsble 1,095,00!
Payments under capital lease obliga (164,000 (159,000 (57,000
Net cash provided by financing activiti 3,027,001 1,455,001 28,028,000
Net increase (decrease) in cash and cash equis 2,371,001 (27,558,00) (37,697,00)
Cash and cash equivalents, beginning of 1,571,00! 29,129,00 66,826,00
Cash and cash equivalents, end of $ 3,942,001 $ 1,571,00! $ 29,129,00
Supplemental disclosures of r-cash investing and financing activitit
Accretion of dividends on Series A convertible aeadeemable preferred stock (
restated, see Note $ 97,00( $ 1,132,000 $ 50,00(
Accretion of dividends on Series A preferred stb&k restated, see Note 67,00(
Amortization of offering costs for Series A conviele and redeemable preferred
stock (As restated, see Note 177,00( 1,375,001 6,00(
Reclassification of convertible and redeemableeSehi preferred stock to
convertible Series A preferred stock (As restased, Note 6 3,900,001
Deferred compensation adjustment for stock optaamellec 849,00( 1,056,001 1,533,00!
Issuance of convertible notes payable to settléntyentory purchase commitme
liability 3,505,00!
Deemed dividend for the imputed value assignetiedoeneficial conversion
feature on conversion of the Convertible Notesdnes B preferred stock and
related common warran 1,581,001
Accretion of imputed value assigned to the benaffitbnversion feature on Serit
A convertible and redeemable preferred stock alade® common stock
warrants (As restated, see Note 2,962,00! 22,656,00 105,00(
Common stock issued for settlement of inventorychase commitmer 5,400,001
Conversion of Series A preferred stock into shafesommon stocl 2,926,00! 24,427,00
Conversion of convertible notes payable into SeBiggeferred stoc 4,721,001
Imputed value assigned to beneficial conversiotufeaon convertible notes
payable 3,594,001
Accretion of dividends on Series B preferred st 195,00(
Fixed assets retired against restructuring act 365,00t
Cashless exercise of warra 150,00(
Capital lease obligatiao 75,00(
Warrants granted in connection with line of credét 328,00t
Supplemental disclosures of cash flow informat
Cash paid during the period fc
Interest $ 145,00( $ 108,00( $ 222,00(

See accompanying notes to consolidated financgdsients.
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NOVATEL WIRELESS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Business and Significant Accountingolicies

Novatel Wireless, Inc., a Delaware corporation (fBempany”)was founded in 1996 and is headquartered in SagoD{@alifornia. Th
Company is a provider of wireless broadband acseelssions for the worldwide mobile communicationarket. The Company’s broad range
of products include wireless data modems and softfea laptop PCs, embedded wireless modules fgimal equipment manufacturers, or
OEMs, and ruggedized wireless data modems for pghbliety and telemetry applications. Through thegration of the Company’s hardware
and software, the Company’s products are desigmegdrate on a majority of global wireless netwakd provide mobile subscribers with
secure and convenient access to data includingra public and personal information throughltiternet and enterprise networks. The
Company also offers software engineering and desggvices to the Company’s customers to facilitladeuse of the Company’s products.

The Company’s subsidiaries include wholly owned &tel’Wireless Solutions, Inc., incorporated in Delee, and wholly owned
Novatel Wireless Technologies Lt‘NWT”), incorporated in Alberta, Canada.

Principles of Consolidation
The consolidated financial statements include to®ants of Novatel Wireless, Inc. and its whollyred subsidiaries Novatel Wireless
Solutions, Inc. and NWT.

All significant intercompany transactions and baksare eliminated in consolidation. Certain resifasitions have been made to
amounts included in the prior years’ financial stagnts to conform to the presentation for the geded December 31, 2003.

Stock Split

On October 29, 2002, a 1-for-15 reverse stock gpdit had been approved by the Company’s stockiolukcame effective. All
references in the consolidated financial statem@ntsimber of shares outstanding, price per slaae per share amounts have been
retroactively restated to reflect the reverse stmik for all periods presented.

Use of Estimates

The preparation of financial statements in confeymiith accounting principles generally acceptethia United States of America
requires management to make estimates and assasiplioese estimates and assumptions affect thetedpmounts of assets, liabilities,
revenues, expenses and disclosures of contingsetsaand liabilities. Actual results could diffeorh these estimates. Significant estimates
include inventory valuation, the use of option pricmodels to establish values of equity instruregtiite valuation of long — lived assets and
restructuring accruals.

Cash and Cash Equivalents

Cash and cash equivalents include highly liquicgiments with original maturities of three month¢ess. Cash and cash equivalents
consist of money market and mutual funds and aerded at market value, which approximates costh@a hand was $3.9 million at
December 31, 2003 and $1.6 million at DecembefB@2.

Restricted Cash

Restricted cash includes $570,000 and $50,000 egbker 31, 2003 and 2002, respectively, servirgplateral for the letters of credit
relating to certain operating leases. The Compé#stytead $65,000 and $55,000 at December 31, 2002@02, respectively, of restricted
cash deposits serving as collateral for the Comggmnyrchase card and merchant service program.
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NOVATEL WIRELESS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Transfers of Financial Assets

During 2001 the Company adopted SFAS No. 140, Acting for Transfers and Servicing of Financial Assend Extinguishments of
Liabilities. SFAS No. 140 applies a financial-compats approach that focuses on control, whereley aftransfer of financial assets, an
entity recognizes the financial and servicing asgetontrols and the liabilities it has incurreé;recognizes financial assets when control is
surrendered and de-recognizes liabilities whemgxished. SFAS No. 140 also provides standarddistinguishing transfers of financial
assets that are sales from transfers that areeskborrowings. Under the provisions of SFAS No.,148 Company’s activities in relation to
their receivable sale agreement with its creditifgcas discussed in Note 5, are subject to threperting standards.

Inventories
Inventories are stated at the lower of cost (finsfirst-out method) or market.

Property and Equipment

Property and equipment are stated at cost and dafd using the straight-line method. Test equigtmeomputer equipment and
purchased software, furniture and fixtures and peotboling are depreciated over lives ranging fitera to five years and leasehold
improvements are depreciated over the shortereofdlated lease period or useful life. Amortizatidrassets held under capital leases is
included in depreciation expense.

Expenditures for repairs and maintenance are ergemsincurred. Expenditures for major renewalshatittrments that extend the
useful lives of existing property and equipmentaapitalized and depreciated. Upon retirement spasition of property and equipment, any
resulting gain or loss is recognized in the comksaéd statement of operations.

Intangible Assets

Intangible assets include the costs of non-exctuaivd perpetual worldwide software technology kesnand software development
costs. License costs are amortized on a straiglthasis over the estimated useful lives of thetaswhich range from three to seven years
and are amortized as the Company’s products agle Software development costs for products solitngmily firmware embedded in the
Company'’s products) incurred after technologicakfhility is established are capitalized in accamawith Statement of Financial
Accounting Standards (“SFAS”) No. 86, “Accountiray the Costs of Computer Software to Be Sold, LeéaseOtherwise Marketed.”
Capitalized software development costs are amariideen products are available for general releases$tomers, using the greater of the
amount computed using (a) the ratio that curreosgrevenues for the products bear to the totaliwént and anticipated future gross
revenues for those products or (b) the straiglg-firethod over the estimated useful lives of theyets, which is currently five years.

Long-Lived Assets

The Company periodically evaluates the carryingiealf the unamortized balances of its long-liveseés including fixed and
intangible assets, to determine whether impairmétiiese assets has occurred or whether a revisithe related amortization periods should
be made. This evaluation is based on managemewjf&ctions of the discounted future cash flows eisged with each class of asset. If
management’s evaluation indicates that the carryalges of these assets are impaired, such impairimeecognized by a reduction of the
applicable asset carrying value to its estimat@dvidue and expensed through operations. See JfiteAsset Impairment discussions.

F-10



Table of Contents

NOVATEL WIRELESS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Revenue Recognition

The Company’s revenue is generated from the saldrefess modems to wireless operators, OEM cust®nvARs and distributors
and from development services contracts. Revermme firoduct sales is recognized upon the latestaogfer of title or shipment of the
product to the customer. The Company records dafaevenue for cash payments received from cuswmedvance of when revenue
recognition criteria are met. The Company granisegprotection provisions to certain customers taacks pricing and other terms offered to
customers buying similar products to assess com#iavith these provisions. To date, the Companynbagcurred material price protection
expenses. The Company establishes reserves foradsti product returns allowances in the periodhicvrevenue is recognized. In
estimating future product returns, the Company ickans various relevant factors, including the Comypa stated return policies and practices
and historical trends. The Securities and Exch&@mamission’s Staff Accounting Bulletin No. 101, “Raue Recognition in Financial
Statements” (“SAB 101"), as amended by SAB No. Y¥4dyides guidance on the application of generadigepted accounting principles to
selected revenue recognition issues.

For our fixed price development services contrabes Company recognizes revenue as services aterezhusing labor output
measures or the achievement of milestones as todscaf progress. Total estimated costs are basedamagement’s assessment of costs to
complete the project including periodic assessmefntise progress achieved and the costs expenddatéo To the extent that estimated costs
materially change, revenue and profit recorded utiteassociated contract is adjusted accorditigigtal costs of completion are estimated
to exceed the contract value, a loss is recognizétke period the loss is identified. Total revemeeognized for development services during
2003, 2002 and 2001 amounted to $5.4 million, $dildon and $400,000, respectively. Total costsefenue incurred for development
services in 2003, 2002, 2001 amounted to $4.3anill$1.4 million and $320,000, respectively. Therpany expects that, going forward,
level of engineering services revenue, as a peagertf total revenue, will not be significant.

During 2003, the Company entered into a joint demelent agreement containing multiple elements wiith of its customers. These
elements include development services and prodhimtnents. Accordingly, the Company has separasedeliverables into units of
accounting and recognized revenue on these ddliler,aconsistent with the provisions of Emergirgubs Task Force (“EITF”) Issue No. 00-
21, “Accounting for Revenue Arrangements with Mulki Deliverables.” Accordingly, $6.2 million in dapayments received in 2003 were
recorded as deferred revenue, which will be recmghas revenue when products are shipped or dseseare rendered in the future.

Research and Development Costs

Research and development costs are expensed aihand consist of employee salaries and relaist$ ccosts paid to third-party
contractors and consultants, expendable equipnosté and equipment depreciation. Research andajsweht costs also include allocations
of corporate overhead expenses, consisting priynafifacilities costs. Revenue is recorded for aesle and development efforts that are
reimbursed under development services contractsthit related costs reclassified as cost of rev@nue

Warranty Costs

The Company accrues warranty costs based on esiraafuture warranty related repairs or reworbmducts and services. The
Company’s warranty policy generally provides onévas-year coverage for product following the dat@uarchase. The Company’s policy is
to accrue the estimated cost of warranty coverageeaime the sale is recorded. In estimatinduitsre warranty obligations the Company
considers various factors, including the Compastaesed warranty policies and practices, the hisabfrequency of claims, and the cost to
replace or repair its products under warranty.
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Income Taxes

The Company accounts for income taxes in accordaitbeSFAS No. 109, “Accounting for Income Taxegfich requires the use of
the asset and liability method of accounting fdieded income taxes. Under this method, deferredrre taxes are recorded to reflect the tax
consequences on future years of temporary diff@gbetween the tax bases of assets and liabdiiégsheir financial reporting amounts at
each period end. If it is more likely than not thatne portion or all of a deferred tax asset vall lpe realized, a valuation allowance is
recognized.

Stock-Based Compensation

In December 2002, the FASB issued SFAS No. 28punting for Stock-Based Compensation—Trans#mahDisclosure an
amendment of FASB Statement No. 123. This Stateprewides alternative methods of transition forotumtary change to the fair value
based method of accounting for stdwksed employee compensation. Additionally, theeGtaht amends the disclosure requirements of £
No. 123,Accounting for Stock-Based Compensatitmrequire prominent disclosures in both annualiaterim financial statements about
method of accounting for stock-based employee cosgi®n and the effect of the method used on regodsults.

In accordance with SFAS No. 123, “Accounting foo-Based Compensation,” as amended, the Compangléeted to account for
costs of stock-based employee compensation usingpttinsic value method prescribed in APB Opinibm 25. Additionally, the Company
discloses the pro forma effect on net loss andedlper share amounts as if the fair-value metmesggoibed by SFAS No. 123 had been used
to account for its stock-based employee compensédige Note 7). The Company accounts for equityunments issued to non-employees
using the fair value method in accordance withgirowisions of SFAS No. 123 and related interpreteti The weighted average fair value of
the options granted during fiscal 2003, 2002 ar@ll2Pas estimated as $1.89, $5.49 and $17.73, mésglgcon the date of grant using the
Black-Scholes option pricing model with the follawgiassumptions: no dividend yield, volatility of3P2, 116% and 104% for fiscal 2003,
2002 and 2001, respectively, risk-free interestgdietween 3.0% and 6.45% and expected lives otddive years.

Had compensation expense been determined baséé airtvalues at the dates of grant for the yeadeed December 31, 2003, 2002
and 2001 consistent with the provisions of SFAS NR, as amended by SFAS No. 148, the Company®s&iper share would have been
reported as the pro forma amounts indicated below:

Year Ended December 31,

2003 2002 2001

As restated

(see Note 6)
Net loss applicable to common stockholders, asrteg $(16,717,00) $(53,481,00) $(91,038,00)
Net loss applicable to common stockholders, proft $(20,141,00) $(58,763,00) $(97,728,00)
Net loss per share, as repor $ (2.1¢9) $ (10.4%) $ (25.1))
Net loss per share, pro forr $ (2.5¢) $ (11.5) $ (26.9Y)

Based on announcements made by the Financial Atogustandards Board, the Company expects to hérezhto use the fair value
method to account for all stock based compensagginning sometime in 2005.
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Computation of Net Loss Per Share

SFAS No. 128, “Earnings Per Share,” requires congsaio compute basic and diluted per share datallfperiods for which a
statement of operations is presented. Basic netdesshare is computed by dividing the net logieable to common stockholders by the
weighted average number of common shares thateutséganding during the period. Diluted earningsgsere is computed by giving effect
to all potentially dilutive securities that weretstanding for the periods presented. Potentialiytige securities consisting of options,
warrants and convertible and redeemable prefetoad svere not considered in the calculation of tditbearnings per share, as their impact
would be antidilutive. For the periods presentbdre is no difference between basic and dilutedosstper share. The difference between net
loss and net loss applicable to common stockholdamsists of accretion of dividends on convertdolel redeemable preferred stock and
amortization of offering costs for convertible aedleemable preferred stock. (see Note 6)

Fair Value of Financial Instruments

The carrying amounts of the Company’s cash, acsawteivable, accounts receivable — related pag@ounts payable and accrued
expenses approximate their fair value due to gtert-term nature. The Company performs credituatains of key customers and
management believes it is not exposed to significeedit risk on its accounts receivable in exadssstablished reserves. The carrying
amount of the line of credit approximates fair vwahased on borrowing rates currently availabl&éoGompany. The fair value of the
beneficial conversion on the Series A and Seripseferred stock and related common stock warrastseid were determined using the
closing price of the Company’s common stock atda of issuance.

Comprehensive Income

SFAS No. 130, “Comprehensive Incomegtjuires that all items recognized under accourgtagdards as components of comprehe
income be reported with the same prominence as bttaancial statements. The Company has no itenpgitieag separate display of
comprehensive income other than net loss.

Segment Information

SFAS No. 131, “Disclosures About Segments of arefimise and Related Information,” requires pubimmpanies to report financial
and descriptive information about their reportadperating segments. The Company identifies itsaijpay segments based on how
management internally evaluates separate finamé@imation, business activities and managemeporesibility. The Company operates il
single business segment consisting of the developm®nufacture and sale of wireless Internet petsdu

Recent Accounting Pronouncements

In May 2003, FASB issued SFAS No. 158¢counting for Certain Financial Instruments with&acteristics of both Liabilities and
Equity.” SFAS No0.150 changes the accounting for certaiairfcial instruments that, under previous guidanoald be classified as equity or
“mezzanine” equity. SFAS No. 150 requires thosé&imsents to be classified as liabilities (or asgetsome circumstances) in the statement
of financial position. Further, SFAS No. 150 regsidisclosure regarding the terms of those instnisreind settlement alternatives. The
guidance in SFAS No. 150 is generally effectivedlbifinancial instruments entered into or modifadfter May 31, 2003, and is otherwise
effective at the beginning of the first interim jper beginning after June 15, 2003. For financiatimments created before the issuance date o
this SFAS and still existing at the beginning of thterim period of adoption, transition shall lwhieved by reporting the cumulative effect of
a change in an accounting principle by initiallyasering the financial instruments at fair
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value or other measurement attribute required lsystiatement. The adoption of SFAS No. 150 didhaee any impact on the Company’s
financial position or results of operations.

In April 2003, the FASB issued SFAS No. 149, “Amereht of Statement 133 on Derivative Instrumentstdedging Activities.” This
statement amends and clarifies the financial adtogiand reporting requirements, originally eststindid in SFAS No. 133, for derivative
instruments and hedging activities. SFAS No. 14%igles greater clarification of the characteristi€a derivative instrument so that
contracts with similar characteristics will be agnted for consistently. This statement is effecfawecontracts entered into or modified after
June 30, 2003, as well as for hedging relationstdgssgnated after June 30, 2003, excluding ceitgtementation issues that have been
effective prior to this date under SFAS No. 133eHdoption of this statement has not had any impatihe Company’s operating results or
financial position.

In November 2002, the FASB issued Interpretation M “Guarantor’s Accounting and Disclosure Regients for Guarantees,
Including Indirect Guarantees of Indebtedness tte€3t an interpretation of FASB Statements No75rd 107 and a rescission of FASB
Interpretation No. 34.This Interpretation elaborates on the disclosurdsetmade by a guarantor in its interim and anfinahcial statement
about its obligations under guarantees issuedIfteepretation also clarifies that a guarantoreiguired to recognize, at inception of a
guarantee, a liability for the fair value of thdightion undertaken. The initial recognition andaserement provisions of the Interpretation
applicable to guarantees issued or modified afesrdinber 31, 2002 and did not have a material effethe Company’s consolidated
financial statements. The disclosure requirememrt&Hective for financial statements of interimasmual periods ending after December 15,
2002.

In January 2003, the FASB issued Interpretation6p.“Consolidation of Variable Interest Entitig§IN 46), which addresses the
consolidation of certain entities (variable int¢rmstities, or VIE's) in which an enterprise hasoatrolling financial interest through other
than voting interests. FIN No. 46 requires thatidable interest entity be consolidated by the dotf the majority of the expected risks and
rewards associated with the activities of the \mei@nterest entity. FIN 46 was effective for VIEsatered into prior to February 1, 2003 in
periods beginning after June 15, 2003. The adomtidfiN 46 did not have a material impact on therpany’s consolidated financial
condition or results of operations. In January 2@8d FASB issued a revision to FIN 46 (FIN 46R)clarify some requirements and add t
scope exceptions. The revised guidance is effefivihe first reporting period beginning after @etber 15, 2003. The adoption of the
provisions of FIN 46R is not expected to have angdct on the Company’s consolidated financial coorior results of operations.

In November 2002, the EITF issued EITF Issue Ne2D0"Accounting for Revenue Arrangements with Npli Deliverables.” EITF
Issue No. 00-21 addresses how to determine whatt@renue arrangement involving multiple deliveealdontains more than one unit of
accounting for the purposes of revenue recognéimhhow the revenue arrangement consideration dgtheuneasured and allocated to the
separate units of accounting. EITF Issue No. O@4#dlies to revenue arrangements entered into After 15, 2003. Novatel adopted the
provisions of EITF Issue No. 00-21 as of July 1020During 2003, the Company entered into a jo@wedopment agreement containing
multiple element arrangements with one of its cm&is. Accordingly, the Company has recognized needar the related services and
product sales in accordance with the provisionsldf Issue No. 00-21.

2. Recent Operational Developments
Operational Overview
The Company has incurred significant costs to dgvéb technologies and products. These costs ésaeded total revenue. As a
result, the Company has incurred losses in eachsyeee inception. As of
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December 31, 2003, the Company had an accumulefeit @f $246.4 million and working capital of $#million. During the year ended
December 31, 2003, the Company incurred a netdpgkcable to common stockholders of $16.0 millidfso during 2003, the Company
raised additional equity and debt financing of $Bilion and, subsequent to December 31, 2003 dditianal $7.5 million in equity
financing was raised (See Note 6). At DecembeB803, the Company had approximately $3.9 milliosash and cash equivalents. There
were no outstanding borrowings under the line eflitras of December 31, 2003. Management intendsritnue executing a plan to impr¢
the Company'’s operating results and financial ciorli The plan includes strengthening sales imitést, improving gross margins and
continuing to cut other costs as a percentagele$sa

On August 1, 2003, the Company and Lucent Techiggodnc. (“Lucent”) amended an existing joint deygnent agreement and an
existing supply agreement between them pertaimingMTS technology products. As amended, the cotstqamvide that, subject to certain
terms, conditions and limitations, Lucent couldgglaignificant purchase orders over the periothefcontract, which commenced in the
fourth quarter of 2003. Although management is ictant of the Company’s ability to generate futurefipable sales of UMTS, CDMA and
GPRS products, there can be no assurance thaltéed these products will be made at volumesdefit to generate enough cash flow to
cover the Company’s operating expenses. Failugeterate significant revenue from new or existirggdpcts, whether due to lack of market
acceptance, problems associated with initial prodnof new products, competition, technologicahiehe or the inability to reduce
manufacturing and/or operating costs, will furthdwersely impact the Company’s cash flows, findrmadition and results of operations.

3. Restructuring Charges and Asset Impairments

As a result of the adverse economic developmerttseifCompanys industry sector, the Company has continuouslyaed its operatin
costs, primarily through employee layoffs and fiacitonsolidations, throughout 2001, 2002 and 2@@sequently, restructuring charges
have been recorded totaling $828,000 in 2003, $&libn in 2002 and $7.1 million in 2001. There wet2 employee separations during
2003, 33 employee separations during 2002 and t8ogee separations during 2001. During 2002, the@any recorded an impairment
charge in the amount of $870,000 for a softwarnise that was no longer being used as a restiled@dmpany’s decision not to pursue
further development of the technology related te license.

The following table displays the activity and balaes of the restructuring accrual from January 0220 December 31, 2003:

Employge
Termination Facility Asset
Closings Impairments Total

2002

Balance- January 1, 200 $ 184,00( $1,215,00! $ 365,00( $ 1,764,001
Charges 778,00( 1,002,001 870,00( 2,650,001
Cash payment (867,000 (981,000 — (1,848,00i)
Asset impairment — — (1,235,00) (2,235,001
Balance— December 31, 20C $ 95,00( $1,236,00! $ 0 $ 1,331,001
2003

Charges $ 336,00( $ 492,00( — $ 828,00(
Cash payment (431,000 (597,000 — (1,028,001
Foreign exchange lo: — 91,00( — 91,00(
Balance— December 31, 20C $ 0 $1,222,00! $ 0 $ 1,222,001

Cash payments for facility consolidations of $1.illiom are expected to be paid ratably over thet@é&xmonths.
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4. Financial Statement Details

Inventories
Inventories consist of the following:

December 31,

2003 2002
Finished good $1,576,00 $3,036,00!
Raw materials and componel 773,00( 1,214,00!

$2,349,00 $4,250,00!

The Company determined that certain componentsvienitory were impaired due to low demand for thedpct. In 2003, the Company
recorded charges for an additional $2.0 milliondrcess and obsolete raw material components aistidid goods. All inventory write-
downs are classified in “Cost of revenue” in theampanying consolidated statements of operations.

During 2002, the Company recorded a charge to wiit&2.5 million of raw material components andished goods on hand that were
considered excess or obsolete, which was offs&tidy million for the sale of inventory that had bgeeviously written-off, resulting in a net
write-off of $1.0 million.

During 2001, the Company recorded charges to wifft§&34.5 million of excess or obsolete inventoryleand and under purchase
commitments.

Property and Equipment
Property and equipment consists of the following:

December 31,

2003 2002
Test equipmer $ 6,860,00! $ 8,240,00!
Computer equipment and purchased softv 5,219,001 6,259,001
Furniture and fixture 1,075,00! 1,433,00!
Product tooling 1,405,00! 1,560,00!
Leasehold improvemen 316,00t 554,00(
14,875,00 18,046,00
Less— accumulated depreciation and amortiza (12,960,00) (13,945,00)
$ 1,915,00 $ 4,101,00

Depreciation expense was $2,474,000, $3,841,0064396,000 for the years ended December 31, ZIIR, and 2001, respectively.
At December 31, 2003 and 2002, assets held ungéatkeases had a net book value of $82,000 a8 900, respectively, net of
accumulated amortization of $564,000 and $480,68ectively.
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Intangible Assets
Intangible assets consists of the following:

December 31,

2003 2002

CDMA licenses $ 2,906,001 $2,561,00!
UMTS / GPRS license 3,829,001 3,384,001
6,735,001 5,945,001

Less— accumulated amortizatic (2,106,00i) (891,000

$ 4,629,001 $5,054,00!

Accrued Expenses
Accrued expenses consist of the following:

December 31,

2003 2002
Royalties $ 493,00( $ 112,00(
Payroll and relate 442,00( 641,00(
Product warranty and sales returns res 25,00( 206,00t
Professional fee 75,00( 69,00(
Other 144,00( 238,00(

$1,179,00! $1,266,00

5. Line of Credit

Effective in November 2002, the Company’s crediilfey with a bank was amended to allow the Comptmiorrow up to the lesser of
$5 million or 65% of eligible accounts receivabBdances. In April 2003, this facility was amendedriclude an accounts receivable purct
facility pursuant to which the Company may factoamay given time up to 75% of certain accountsiked®e invoices, up to a maximum of
$3 million in combined invoices. In October of 20®3e facility was amended such that only certatoants receivable may be purchased up
to a maximum aggregate amount of $6 million andebf of eligible accounts receivable portion of #yggeement was terminated. In
December 2003, the remaining accounts receivaliehpse facility was amended again to increasedh®ling availability to $6.7 million
and to extend the expiration date to November 206 credit facility bears interest at 1.5% pemtimowhen utilized. As of December 31,
2003, no borrowings were outstanding under thigifiacThe amount available under this facility@écember 31, 2003 was approximately
$6.3 million.

In connection with initially entering into this fitity, the Company issued warrants to purchase@Bgshares of the Company’s common
stock at an exercise price of $7.06, as adjustet® to reflect dilutive equity issuances madeseghent to November 2001, the initial dat
the facility. The fair value of the warrants totegi$358,000 was amortized as interest expensetlozénitial 12-month term of the facility.
These warrants expire on November 29, 2008 andhmaxkercised using a cashless exercise featurhiaghwhe number of shares issued
would be calculated by dividing the intrinsic valofethe warrants on the date of exercise by thenfigirket value of a share of common stock
on the date of exercise. In February 2004, alld@hvearrants were exercised.
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6. Stockholders’ Equity

Recent Financing

In January 2004, the Company successfully raisgoegate net proceeds of approximately $7.5 milliat,of fees to the placement
agent and offering costs, from the issuance of2,88b shares of Common Stock. Warrants to acq@ises85 common shares at a price of
$8.83, expiring on January 15, 2009, were alscessu conjunction with this offering.

Series B Preferred Stock

On March 12, 2003, following deliberation and apldoy the Company’s Board of Directors, the Compentered into a series of
agreements, including a Securities Purchase Agneeftiee “Purchase Agreement”) with a group of irtees (the “Investors”) in connection
with the private placement of $3.25 million of centible debt and equity securities, and the isseafap to $3.505 million of convertible
debt securities in satisfaction of outstanding Canypobligations to a third party. As a result afgh agreements, the Company completed the
following transactions, which are collectively nafed to as the “Private Placement Transactions”:

* On March 13, 2003, the Company received casti df fillion, net of $100,000 of transaction cogsisgxchange for issuing $1.2
million of secured subordinated convertible promigaotes (the “Initial Convertible Notes”), contibte subject to stockholder
approval into newly authorized shares of the ComjsaBeries B convertible preferred stock (“SerieBiferred Stock”), which
approval the Company received on May 2, 2003. Theses automatically converted into 1,216 shareSeofes B convertible
preferred stock on May 14, 2003 following stocklesldpproval of the Private Placement Transactiddditionally, warrants were
granted to the Investors to purchase an aggre§&®7g143 shares of Common Stock at an exercise pfi $0.70 per shar

* On May 14, 2003, the Company issued and soldd2a@slitional shares of Series B Preferred Stockveardants to purchase an
aggregate of 732,198 shares of Common Stock atencise price of $0.70 per share in exchange fd@%bahillion in cash, which
was reduced by approximately $400,000 of transaatosts to $1.6 million net proceeds; :

* On May 14, 2003, the Company issued $3.505 millibsecured subordinated convertible materest bearing promissory notes
“Additional Convertible Notes”) and warrants to pliase an aggregate 1,251,786 shares of Common &taokexercise price of
$0.70 per share to the Investors in satisfactioth@Company’s indebtedness to Sanmina — SCI Catiparwhich the Investors
acquired from Sanmina (the “Sanmina ObligationElhless earlier converted at the option of the rethpe holder, the Additional
Convertible Notes were structured to automaticedigvert into 3,505 shares of Series B Preferredktb the rate of $400,000 on
each of August 14, 2003, November 14, 2003 andugeprl4, 2004, and the remaining balance on May@@4. The Additional
Convertible Notes were structured to convert intmmber of shares of Series B Preferred Stock @quhk total amount
outstanding thereon at the time of conversion @igidy $1,000. On August 14, 2003, as scheduled,$80 of Additional
Convertible Notes converted into 400 shares ofeSeBi Preferred Stock. On November 14, 2003, adstdnd $400,000 of
Additional Convertible Notes converted into 400reiseof Series B Preferred Stock. In December 20@3remaining $2.7 million
converted into 2,705 shares of Series B Prefertecks

Each share of Series B preferred stock is entitleéceive cumulative dividends at a rate of 8%agerum which the Company is
entitled to pay by means of issuing additional eeaaf common stock to the holder thereof. The Saipreferred stock is convertible at any
time into the number of common shares equal tadtad amount
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outstanding plus accrued dividends to date divide®0.70. As of December 31, 2003, 2,068 shar&edes B preferred stock had been
converted into 3,074,657 shares of common stodaktlagre were 4,703 shares of Series B outstantatginhcluding accrued dividends, are
convertible into 6,998,399 shares of common stbtlddition, each share of Series B preferred simektitled to a liquidation preference
equal to 150% of the sum of the initial purchasegof $1,000 plus all accrued but unpaid dividethdseon (the Liquidation Preference).
terms of the Series B preferred stock also inclualeedemption feature effective at the option efliblders upon the seventh anniversary of
the date of issuance or upon a change in contribleo€ompany, including the acquisition by a persogroup of beneficial ownership of
more than 50.0% of the voting power of the Compavhereby holders of Series B preferred stock theastanding could require the
Company to redeem the Series B preferred sharesffrods legally available therefore at a redempgiooe per share equal to the
Liguidation Preference. Effective on the originalnsaction date, the holders of Series B Prefe3tedk voluntarily, permanently and
unconditionally waived their right to obligate tB®mpany to redeem their shares of Series B Pref@tack except for the right to redeem in
the event of a change in control of the Companywéiler, the Company’s authorized capital includasaued “blank check” preferred stock,
the issuance of which may be approved by the bofditectors without the prior consent of the stoaklers of the Company and which can
be used to effectively prevent a change of confsla result, the Company does not expect to redesnof its Series B preferred stock in
foreseeable future. However, in the event the Cayigaoard of directors approves a merger or do¢®therwise act to prevent a change of
control through the use of the Compaguthorized and unissued preferred stock, thenptien features could be triggered. As of Decen
31, 2003, the Company’s total redemption obligatiauld have equaled $6.1 million.

The Initial Convertible Notes and the Additionalr@ertible Notes had a conversion price per comnhmamesof $0.70. This conversion
price was based on the lower of the five-day tgilverage closing bid price of the Company’s comstock at the time that the definitive
agreement was signed, or $0.70. On the date adnissuof the Initial Convertible Notes, the diffecerbetween the conversion price per
common share and the closing price of the Compasrismon stock amounted to $0.33 per share. Thedhie of the warrants was
determined using the Black-Scholes option-pricirggdet with the following assumptions: risk free st rate of 3.5%, volatility of 116%
and expected lives of four years. The proceeds ftaminitial Convertible Notes allocable to the vaats was $400,000 and was determined
based on the relative fair values of the debt seesiissued and warrants granted. In accordanteB¥TF 98-5, as amended by EITF 00-27,
the intrinsic value of the beneficial conversioatfge at the date of issuance was approximately i@illion. During the quarter ended June
30, 2003, 100% of the Initial Convertible Notes &veonverted into Series B Preferred Stock. As altre$ such conversion, the remaining
value of the beneficial conversion feature of agprately $1.1 million was recognized as non-caserast expense.

On May 14, 2003, the date of issuance of the Adlditi Convertible Notes, the difference betweenctheversion price per common
share of the Additional Convertible Notes and tlosiog price of the Company’s common stock amouiwe®D.21 per share. The fair value
of the warrants was determined using the Black-Bshaption-pricing model with the following assumopts: risk free interest rate of 3.5%,
volatility of 116% and expected lives of four yearhe proceeds from the Additional Convertible Natdlocable to the warrants was
$700,000 and was determined based on the relaivedlues of the debt securities issued and werrgmranted. In accordance with EITF 98-
5, as amended by EITF 00-27, the intrinsic valuthefbeneficial conversion feature at the datssfiance was approximately $1.8 million.
The $1.8 million, together with the $700,000 faitue of the warrants granted, was being accretatlsaover the four-year life of the
Additional Convertible Notes. However, becausethe Additional Convertible Notes were converitatd Series B preferred stock in 2003,
the Company recognized the entire $2.5 millionan4tash interest expense during the year endednidege31, 2003.

On May 14, 2003, the date of initial issuance ef 8eries B Preferred Stock, the difference betvileeiconversion price per common
share of the Series B Preferred Stock and thermgqwiice of the Company’s
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common stock amounted to $0.21 per share. Thedhie of the warrants was determined using thekBl&choles option-pricing model with
the following assumptions: risk free interest raft&.5%, volatility of 116% and expected lives ofif years. The proceeds from the Series B
Preferred Stock allocable to the warrants was $8@0and was determined based on the relative &hileg of the equity securities issued and
warrants granted. In accordance with EITF 98-Frasnded by EITF 00-27, the intrinsic value of thadficial conversion feature at the date
of issuance was approximately $1.3 million. As 8ezies B Preferred Stock is immediately convertitile $1.3 million, together with the
$300,000 fair value of the warrants granted wasaeted for as a dividend in the second quarte0682This $1.6 million deemed dividend
is therefore included in the net loss applicabledmmon stockholders for the year ended Decembe2(B13.

On March 12, 2003, concurrent with the Purchasee@grent, the Investors and Sanmina entered intgr@ement pursuant to which,
subject to certain terms and conditions, Sanmimeeatjto sell to the Investors, and the Investorseajto purchase from Sanmina, (herein
“Sanmina Purchase”) the Sanmina Obligation at eodist. In order to facilitate the Sanmina Purch&s#mina granted the Company
forbearance from its obligation to make paymentSaamina until the earlier of the Sanmina Purcloageugust 1, 2003. On May 7, 2003,
Investors finalized the Sanmina Purchase and asudty Sanmina is no longer a creditor of the Camipbinder the terms of the Sanmina
Purchase, Sanmina refunded to the Company $45%0&&h primarily for payments made to Sanmina fRehruary 2003 to March 12,
2003. In return for obtaining this payment forbeae the Company issued Sanmina a warrant to psectts0,000 shares of the Company’s
Common Stock at an exercise price of $0.68 pereshtthe time of issuance. The value of the wasrahapproximately $79,000, determined
using the Black-Scholes option-pricing model wagmized as non-cash interest expense during tireeyeled December 31, 2003. In
January 2004, the parties amended the warrantisggyovision and Sanmina exercised the warrantdeh at an exercise price of $0.68 per
share.

In December 2003, 2,068 shares of Series B Pref&teck were converted into 3,074,657 shares ofmomstock. During 2003, the
Company accrued approximately $195,000 in divideetiging to the outstanding Series B PreferrediSto

Series A Preferred Stock

In December 2001, the Company received aggregaigroeceds of approximately $25.9 million, from thsuance of 27,172 shares of
Series A convertible and redeemable preferred gft®#ies A preferred stock”), which are convesiblt any time and without the need to
pay any additional consideration into common shaMérants to acquire 705,765 common shares (thae$tor Warrants”) were issued in
conjunction with the Series A preferred stock. flch securities were sold solely to accreditedstors, as defined in Rule 501 of Regulation
D pursuant to the Securities Act of 1933, as aménBach share of Series A preferred stock is edtith receive cumulative dividends at a
rate of 6.5% per annum. In addition, each shaf®eoies A preferred stock is entitled to a liquidatpreference of $1,000, plus any accrued
but unpaid dividends thereon. The Series A predesteck is convertible, at the option of the holdeany time, at a conversion price of
$11.55 per share. As of December 31, 2003, 26,idi®es of Series A preferred stock had been conerte 2,368,147 shares of common
stock, and there were 1,025 shares of Series A&ipeef stock outstanding, which are convertible &06,990 common shares including
accumulated dividends to date thereon which aralgayin the form of additional shares of commoristat the time of conversion.

The conversion price per common share of $11.5fsemts a 13.5% discount from the average quoteshpee price of the common
stock for the 20 trading-day period ending Decendi2r2001, the day the commitment letter for tHerafg of the Series A preferred stock
was executed. On the date of issuance of the Skneeferred stock the difference between the cmior price per common share and the
closing price of the Company’s common stock amalitde$6.75 per share. As a result of this diffeeerthe Company recorded
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the sale of preferred stock and issuance of waraetsured at fair value pursuant to the guidan&-AS No. 123 and EITF 00-27. The
Company used the fair value method in determiniregvialue of the beneficial conversion feature atdate of issuance of approximately
$21.4 million. Pursuant to SFAS 123, the Compangsneed the fair value of the warrants issued ijurarion with the Series A preferred
stock at the date of issuance to be approximately fillion.

Prior to May 9, 2003, the Series A preferred statétérs had the right to require the Company toeedsuch stock upon a change of
control or the seventh anniversary of the issugdeeember 2008), in each case provided there adsfiegally available for such purpose.
On May 9, 2003, in connection with the Series Bfgmred stock Private Placement Transactions digtbabove, the Series A preferred stock
terms were amended to remove the seventh anniyaesdemption right.

Subsequent to the original issuance of the Comga2g03 financial statements on FormK,Gas filed with the SEC on March 15, 20!
the Company identified that the accounting consege® of the May 9, 2003 amendment of the Seriesefeped stock had not been properly
reflected in those financial statements. As a taxfithe amendment, the Series A preferred stooklshhave been classified as a component
of stockholders’ equity in the 2003 balance shadtlitionally, the amendment should have caused idiate recognition in the 2003
statement of operations of the remaining benefwalersion feature and remaining unamortized iwffecosts since the Series A preferred
stock is convertible at any time at the optionhef stockholder. Consequently, the accompanyingadiolaged financial statements have been
restated to properly reflect this accounting tresattn

As a result of this restatement, net loss apple#dlcommon stockholders in the accompanying seeof operations for 2003 has
been increased by $687,000, from ($16.0 millionprviously reported to ($16.7 million) as restafEllis increase in net loss applicable to
common stockholders represents the dividend rezedrfor the remaining value of the unaccreted beiaétonversion feature and offering
costs. Accordingly, loss per common share in tl@@panying statement of operations for 2003 has begeased by $0.09, from ($2.05)
per share as previously reported to ($2.14) paesharestated.

Additionally, the carrying value of the Series Aefarred stock has been reclassified on the accopmp003 balance sheet as a
component of stockholders’ equity, thereby incregstockholders’ equity by $354,000, from $8.6 iwiilas previously reported to $9.0
million as restated. This reclassification has &lsen reflected in the accompanying statemenickbblders’ equity for 2003. Finally, the
accompanying statement of cash flows for 2003 wesnaled to include the additional accretion in thgpgemental disclosures of non-cash
investing and financing activities.

As of March 25, 2004, all of the remaining outstagdshares of the Company’s Series A preferredkdtad been converted into shares
of the Company’s common stock. As a result, theeena shares of Series A preferred stock outstgnasnof March 25, 2004.
Recent Warrant Exercises
During 2003, the Company received aggregate pracekdpproximately $2.5 million in connection witre issuance of
2,370,732 shares of common stock upon the exes€isertain outstanding warrants.
Other Financing Activities

In September 2002, the Company successfully raiggdegate net proceeds of approximately $2.4 mijliet of fees to the placement
agent and offering costs, from the issuance of@fbshares of Common Stock. Warrants to acquire2d@lcommon shares at a price of
$3.60, expiring on March 12, 2006, were also issnembnjunction with this offering.
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Warrants

The Company has issued warrants to purchase stfaites Company'’s capital stock to various investord lenders as approved by its
board of directors.

A summary of warrant activity is as follows:

December 31,

2003 2002 2001

Weighted Weighted Weighted
Average Average Average
Number Exercise Number Exercise Number Exercise

of Shares Price of Shares Price of Shares Price
Outstanding, beginning of ye 1,908,43i $11.71 1,430,09! $17.7C 702,80¢ $29.4(
Granted 2,991,07: 0.7C 506,51: 3.6¢€ 743,12. 17.7¢

Cancellec (52,420 21.3( (28,16¢) 2.7¢ - -
Exercisec (2,370,73) 1.07 — — (15,839 17.4C
Outstanding, end of ye. 2,476,35! $ 5.94 1,908,43:i $11.71 1,430,09! $17.7(C

In connection with the Private Placement Transastio March and May 2003, the Company issued wegtarbuy 2,841,072 shares of
common stock. These warrants may be exercised. # $@r share at any time up to September 12, R00#857,141 warrants and November
14, 2008 for 1,983,931 warrants. Under the faingahethod, the value of these warrants at theadassuance was determined using the
Black-Scholes option-pricing model with the followji assumptions: risk free interest rate of 3.5%atilily of 116% and expected lives of
four years. The proceeds from the Private Placefemsactions allocable to the warrants was $100W0 which was recorded as a
component of Additional Paid-in Capital, and watedmined based on the relative fair values of tblet decurities issued and warrants
granted.

In connection with the common stock issuance in&aper 2002, the Company issued warrants to buy2b0Ishares of common
stock. These warrants may be exercised at $3.66haee at any time between March 12, 2003 and ME2¢cR006. Under the fair value
method, the value of these warrants at the daissoéince was nominal and, accordingly, no valuébas assigned to them.

In connection with the Series A preferred stoclaficing in December 2001 (see Note 6), the Compssued to the purchasers of the
Series A preferred stock warrants exercisableHempurchase of 705,765 newly- issued shares of aonstock. These warrants may be
exercised at $18.00 per share at any time up tefber 21, 2005. The Company estimated the fair edadue of these warrants at the date
of issuance to be $4,512,000, which were rataltyeded in dividends and recorded as a componehtiditional Paid-in Capital.

In connection with the Comparg/line of credit facility, the Company issued watgato buy 58,762 shares of common stock, as aud
pursuant to the antidilution provision of the waitrtalhese warrants may be exercised at $7.06 jpee sadjusted per warrant terms, at any
time up to expiration on November 29, 2008. Unterfair value method, the value of these warrantiseadate of issuance was $358,000,
which were amortized over the term of the facilifpese warrants may be exercised at $9.72 per,sidjusted per warrant terms, at any time
up to expiration on November 29, 2008. Under threvi@ue method, the value of these warrants atldte of issuance was nominal and,
accordingly, no value has been assigned to them.
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Common Shares Reserved for Future Issuance
The Company has reserved shares of common stodktéoe issuance as of December 31, 2003 as follows

Stock options outstandir 3,794,25;
Stock options available for future gre 1,667,99.
Stock warrants outstandit 2,476,35!
Conversion of Series A Preferred St 100,99(
Conversion of Series B Preferred St 6,998,39!
Shares available under the Employee Stock Purdblass 83,11¢
Total reserved shares for issuance of common ¢ 15,121,10
Net Loss Applicable to Common Stockholders
A reconciliation of the net loss to net loss apgihie to common stockholders is as follows:
Year Ended December 31,
2003 2002 2001
As restated

Net loss

Adjustments to net loss used in computing basicdilated net
loss applicable to common stockholde

Accretion of dividends on convertible and redeeragiveferred

$(11,638,00)

$(28,318,00)

$(90,877,00)

stock (As restated, see Note (97,000 (1,132,00) (50,000
Accretion of dividends on Series A preferred stp&k restated,

see Note 6 (67,000 — —
Accretion of dividends on Series B Preferred Si (195,000 — —
Amortization of offering costs for Series A conviele and

redeemable preferred stock (As restated, see Nt (177,000 (1,375,000 (6,000
Accretion of imputed value assigned to the benaffiocbnversion

feature of Series A convertible and redeemablecpred stoc

and related common stock warrants (As restated\e&z6) (2,962,00i) (22,656,00) (105,000
Imputed value of beneficial conversion featuretietato the

issuance of preferred sto (1,581,00i) — —
Total $ (5,079,00i) $(25,163,00) $ (161,000

Net loss applicable to common stockholc $(16,717,00) $(53,481,00) $(91,038,00)
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7. Stock Option and Employee Stock Purchase Plan

Stock Option Plans

The Company’s amended and restated 1997 stocknopidm (the “1997 Plan”) for employees authorizesdranting of options for up
to 800,000 shares of the Company’s common stockefadly, options are to be granted at prices etquat least 100% of the fair value of the
stock on the date of grant, expire not later tleemytears from the date of grant and vest rataldyaaimually over a four-year period following
the date of grant. From time to time, as approwethb Company’s Board of Directors, options witffeting vesting terms have also been
granted. The 1997 Plan provides that any sharasedssome from the Company’s authorized but unissuedacquired common stock. In
September, 2000 we suspended making any furthatsgparrsuant to the 1997 Plan and contributedah®ining shares then reserved for
issuance under such plan to the 2000 Plan.

In July 2000, the Company’s Board of Directors appd and in September 2000, the Company’s stockh®kpproved the 2000 Stock
Incentive Plan (the “2000 Plan”) authorizing thaming of options for up to 1,100,000 shares ofGoenpany’s common stock, including the
800,000 shares authorized under the 1997 Planaplasitomatic annual increase, to be added ornrgh@dy of the fiscal year beginning in
2001, equal to the lesser of (a) 3.0% of the onthtey shares on the last day of the prior fiscalryé) 100,000 shares, or (c) such lesser
number of shares as may determined by the Bodts sole discretion. The Company implemented tH#2@lan upon the effective date of
the Company’s initial public offering in Novembed@. Under the 2000 Plan, generally 25% of eacloogfrant vests on the first
anniversary of the grant date. Thereafter, thero@laf the grants vest monthly over a 36-monthogkoif the grant holders continued
employment or service to the Company.

In June 2003, the stockholders of the Company agprthe amendment of the 2000 Plan to increaseuhber of shares reserved for
issuance under the plan by 4,222,743 shares @dhgany’s common stock.

A summary of stock option activity is as follows:

Options Weighted Average

Options Available Exercise Price

Outstanding for Grant Per Share

Options outstanding, January 1, 2( 696,71¢ 326,46 $ 79.6¢

New authorized optior — 100,00( —
Granted 169,50( (169,50() $ 39.4¢
Exercisec (27,657 — $ 13.6¢
Cancellec (229,439 229,43 $ 75.3(
Options outstanding, December 31, 2| 609,12: 486,40: $ 73.9¢

New authorized optior — 100,00( —
Grantec 576,94. (576,94 $ 8.2¢
Exercisec (18,26%) — $ 13.1Z
Cancellec (192,31 192,31 $ 54.6¢
Options outstanding December 31, 2( 975,48: 201,77 $ 39.9¢

New authorized optior — 4,322,74. —
Granted 3,690,01: (3,690,01) $ 2.3¢
Exercisec (37,757 — $ 5.5¢€
Cancellec (833,48) 833,48’ $ 28.91
Options outstanding December 31, 2( 3,794,25; 1,667,99: $ 6.22
Exercisable, December 31, 20 255,40: $ 70.0¢
Exercisable, December 31, 20 319,72: $ 77.0%
Exercisable, December 31, 20 1,215,98! $ 11.7¢
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Additional information relating to stock optionstetanding and exercisable at December 31, 2003nsuiped by exercise price is as
follows:

Outstanding Exercisable
Weighted Average Weighted Average
Range of Exercise Life Exercise Exercise
Prices Shares (Years) Price Shares Price
$0.95-2.23 913,42: 9.0C $ 1.2t 359,08 $ 1.3¢
$2.40-6.39 2,599,68 9.4¢ 2.74 652,02t 2.6t
$10.65-29.25 184,50¢ 7.2C 17.4¢ 127,36¢ 17.64
$40.00- 193.13 96,63¢ 6.7% 125.4¢ 77,50¢ 126.7¢
3,794,25: 1,215,98!

During 2003, the Company issued options to purchaseggregate of 3,690,013 shares of the Compaopisnon stock to employees
and the Company’s non-employee directors. The mgsithedule for 3,497,013 of these options is @diye20% at six months from the
vesting commencement date and 1/30th each montatier. For the 3,497,013 options granted, théinggsommencement date with resp
to options granted to non-employee directors wageNtber 20, 2002 and the vesting commencement ddteegpect to options granted to
employees was June 26, 2003, and in the case @fdimpany’s CEO, was January 13, 2003. The vestingdiile for the remaining option
grants was generally 25% at 1 year from the vestolgmencement date and monthly thereafter fored ddt4 years. The vesting
commencement date with respect to other optiorisd/éased on their issue dates.

The Company amortizes stock-based employee comjiemeaer the vesting periods of the related oggtiosing the attribute method
prescribed by FASB Interpretation No. 28 and SFAS N23. Under this method, each vested tranchetidrs is accounted for as a separate
option grant awarded for services. Accordingly, tbenpensation expense is recognized over the pdtindg which the services are
provided. This method results in higher compensagixpense in the earlier vesting periods of thateel options.

In connection with certain option grants, the Compeecorded $30.3 million of gross deferred stooipensation in 2000.
Amortization of stock-based compensation was $7&8,83.6 million and $10.4 million for the yearded December 31, 2003, 2002 and
2001, respectively. The Company expects to amaitieegemaining $142,000 in 2004, assuming no ctati®is or additional stock option
grants below fair value.

Employee Stock Purchase Plan

In July 2000, the Company’s Board of Directors appd the 2000 Employee Stock Purchase Plan “ESR®PinaSeptember 2000, the
Company’s stockholders approved the ESPP. The Cayripgplemented the ESPP in 2001 following the catiph of the initial public
offering in November 2000. The ESPP, subject ttagetimitations, permits eligible employees of thempany to purchase common stocl
a price equal to 85.0% of the lower of the fair keawvalue on the first day of the offering periattiee last day of each six-month purchase
period, through payroll deductions of up to 10%lair annual compensation. The ESPP provides &oistuance of up to 100,000 shares of
common stock, plus an automatic annual increades tdded on the first day of the fiscal year beigimin 2001, equal to the lesser of (a)
0.5% of the outstanding shares on the last dalgeptior fiscal year, (b) 18,000 shares, or (chdasser number of shares as may be
determined by the Board in its sole discretiompufchases of stock through the plan deplete thiplguthe Company will limit, suspend or
discontinue purchases under the plan until additishares of stock are available. During 2003CQbmpany sold 16,372 shares under this
plan and received $15,000 in cash. During 2002Cthmpany sold 23,127 shares under this plan areivest $135,000 in cash.
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8. Income Taxes
The Company’s deferred tax assets and liabilitessist of the following:

December 31

2003 2002

Current deferred taxe
Accounts receivable reser $ 115,00( $ 123,00(
Accrued expense 913,00t 2,621,001
Inventory reservi 2,774,001 4,065,001
Other 133,00( 133,00(
Deferred tax ass+— current 3,935,001 6,942,00!
Valuation allowanct (3,935,00i) (6,942,001

Net current deferred taxi

Long-term deferred taxe:
Depreciation and amortizatic 6,674,00! 1,598,00!
Deferred revenu 2,439,001 231,00(
Net operating loss and credit carryforwa 52,958,000 51,115,00
Deferred tax ass— noncurren 62,071,00 52,944,00
Valuation allowanct (62,071,00) (52,944,00)
Net lon¢-term deferred taxe

Net deferred income tax $ $

Management has established a valuation allowar@i@stgts net deferred tax assets due to the waiogrtof the realization of such
assets. Included in the deferred tax asset is appately $4.2 million, which relates to the Compan@anadian subsidiary. Also included in
the deferred tax asset at December 31, 2003 iozippately $1.3 million related to the Company’scit@ption plan. Realization of amounts
related to this asset will be recorded in additigrzad in capital.

At December 31, 2003, the Company has U.S. fedetabperating loss carryforwards of approximatelg¢&3 million, which expire at
various dates through 2023. The Company has Cailiaret operating loss carryforwards of approxirnya$d 3.8 million, which expire at
various dates through 2013. The Company has Arinebaperating loss carryforwards of approxima$dy® million, which expire at variot
dates through 2008. In addition, the Company has@ian net operating loss carryforwards of apprexaty $5.7 million, which do not
expire. As a result of ownership changes in 2083i&fined by Section 382 of the Internal Revenuéef,ahe use of the Company’s net
operating losses will be limited in future yeansdauch limitation could be material.

It is the Company’s intention to reinvest undistitdd earnings of its foreign subsidiary and therialgfinitely postpone their
remittance. Accordingly, no provision has been mfadéoreign withholding taxes on United Statesame taxes which may become payable
if undistributed earnings of the foreign subsidieugre paid as dividends to the Company.
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The provision for income taxes reconciles to th@amt computed by applying the statutory federabine tax rate to income before
provision for income taxes as follows:

Year Ended December 31,

2003 2002 2001
Federal tax provision, at statutory r. $(3,957,00)  $(9,628,00)  $(30,898,00)
State tax, net of federal bene (349,000 (870,000 (2,154,00i)
Change in valuation allowan: 6,120,001 8,371,001 29,401,00
Deferred compensatic 273,00( 1,316,001 4,144,001
Non-cash beneficial conversion charg 1,404,001 — —
Adjustment to State net operating losses and diggitbresearch and
developmen (3,386,000 — —
Other (105,001 811,00( (493,00()
$ = $ — $ —

9. Commitments and Contingencies

Operating and Capital Leases

The Company leases its office space and certaiipegunt under non-cancelable operating and cagitads. Rental expense under
operating leases in fiscal 2003, 2002 and 200lapasoximately $1,680,000, $1,935,000 and $1,428 @&pectively. The minimum future
lease payments under non-cancelable operatingsleaskfuture minimum capital lease payments asecebhber 31, 2003 are:

Operating Capital
2004 $1,195,00 $ 84,00(
2005 751,00( —
2006 626,00( —
2007 469,00( —
Total minimum lease paymer $3,041,001 $ 84,00(
Less— amount representing interest (at rates ranging 8@%o to 20.3% (2,000
Present value of net minimum lease paym 82,00(
Less— current portion of capital lease obligatic (82,000
Obligations under capital leases, net of currentiq@o $ —

Royalties
The Company is required to make royalty paymentgséotain of its products shipped with purchasetitelogy. In 2003, 2002 and
2001, the Company incurred royalty expense of #iil@on, $745,000 and $253,000, respectively.
Employment Agreements and Contract Commitments

In May 2001, the Company entered into manageméentioen agreements with the Company’s named exexofficers. The
agreements entitle those employees to enumeratedbsee benefits if, within 24 months followingleaage of control (or at the direction of
an acquirer in anticipation of such an event), the
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Company terminates the employee’s employment dktaar for cause or disability or the employee teatés his employment for good
reason. These severance benefits include a payhemb times the sum of the employse&innual base salary then in effect and the ajbdi
targeted annual bonus, continued employee benkfitscceleration of vesting of the employee’scétoptions, a tax equalization payment to
eliminate the effects of any applicable excise #and the issuance to the employee of an optiomitchase additional shares of the Company’
common stock. As a condition of the March 12, 2P@Bchase Agreement (see Note 6), the remaining geamant retention agreements were
terminated under mutual agreement between the nawesulitive officers and the Company.

Effective January 13, 2003, the Company'’s then {Hkecutive Officer was replaced and his employnvesis terminated without
cause. His employment agreement with the Compamwiged that in the event that the Company termuhaien without cause, he would be
entitled to receive in a lump sum payment an amequo#l to his annual base salary then in effectadinthvested options would immediately
vest and become exercisable. In July 2003, the @asnpnd the former Chief Executive Officer entergd a separation agreement and
mutual general release pursuant to which the Cognpaiu him a total of $150,000 in full accord amdisfaction of the amounts payable
under the employment agreement.

Effective October 31, 2002, the Company’s theniBegd and Chief Operating Officer, resigned his lEayment with the Company.
Pursuant to the terms of his employment agreerhentgeceived from the Company, Canadian $250,000.

The Company also has arrangements with certaim fyeemployees providing for four months salaryrmpant in the event of
termination without cause.
Legal Matters

The Company is from time to time party to varioegdl proceedings arising in the ordinary courseusiness. Based on evaluation of
these matters and discussions with Company’s ctuhseCompany believes that liabilities arisingrfr or sums paid in settlement of these
existing matters will not have a material adveifect on the consolidated results of operationnancial position.

10. Segment Information and Concentrations of Rk

Segment Information
The Company operates in the wireless data modemmaémgy industry and all sales of the Company’sipats and services are made in
this segment. Management makes decisions abouhéitig resources based on this one operating ségmen

The Company has operations in the United StateCandda. The distribution of the Company’s assetisé United States and Canada
as of December 31, 2003 and 2002 are $22.6 milf@h$1.8 million, and $21.3 million and $2.7 milliaespectively. For the years ended
December 31, 2003 and 2002, approximately 23% a6l df revenues were derived from international aot® respectively.

Concentrations of Risk

Substantially all of the Company’s revenues coroefwireless Internet products. Any further declimenarket acceptance of the
Company’s products or a further decline in therfirial condition of the Company’s existing customai@y impair the Company’s ability to
operate effectively.
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A significant portion of the Company’s revenue carfrem a small number of customers. The Compampgen customers for the year
ended December 31, 2003 and 2002 accounted fooxdprately 94.7% and 84.6%, respectively, of the @any’s revenue. Two customers
accounted for 55.0% and 29.8%, respectively, o32@¥enues. One customer accounted for 46.5% d¢f B@nues. Two customers
accounted for 13% and 12%, respectively, of 200&maes.

The Company'’s financial condition, results of opieras and cash flows were adversely affected duistgl 2002 and 2001 as a result
of further slowing of demand for both wireless prots and wireless access services for the tranemis§ data. The Comparg/business we
particularly impacted adversely by the bankrupttietricom in July 2001. Sales to Metricom accoutiter 12.4% of the Company’s
revenue for the year ending December 31, 2001002 2the Company received $1.4 million in connettath the settlement of claims
related to the Metricom bankruptcy. AdditionallgetCompanys business was impacted adversely by the bankragbt©ynniSky, which filec
for bankruptcy in December 2001. Sales to OmniSicpanted for 45.4% and 3.3% of the Company’s regdouthe years ending December
31, 2000 and 2001.

11. Related Parties

The Company sells products to AirLink Communicasgioimc. (AirLink), a wireless software infrastrustltbusiness, which integrates
modems into their products. AirLink’s Chairman grthcipal stockholder is also a member of our BazrBirectors and a stockholder of
ours. Sales to AirLink were $61,000 and $47,00Cteryear ended December 31, 2003 and 2002, résggcReceivables from AirLink
amounted to $121,000 and $276,000 as of Decemh@08B and 2002, respectively.

In May 2001, the Company sold AirLink $1.6 milliofi product on customary net 30 payment terms. WAidrink became delinquent,
the Company accepted a secured promissory not@irggregular payments to the Company over timeLik’s assets secured the note and
AirLink’s Chairman (Guarantor) executed and delagkto us a guarantee. AirLink made the first payno€$300,000, plus accrued interest,
on September 1, 2001, but subsequently becamegdeli.

In September 2001, the Company sold AirLink $1.1lliom of additional product (of which Airlink retaed approximately $750,000)
and entered into a second secured promissory aofgf/ment. At December 31, 2002 and 2001, theeggage receivable from AirLink under
these notes was $375,000 and $393,000, respectiveting the first quarter of 2002, AirLink becamelinquent in its repayments under the
second note. In accordance with SAB No. 101, “ReedRecognition in Financial Statements,” we regexetnue when the collection of a
receivable becomes reasonably assured.

In May 2002, the parties combined both notes iniingle secured $950,000 promissory note undebardstructuring. After initially
performing, AirLink became delinquent. In Janua®@3, after evaluating the Company’s legal altexreestj the Company made a written
demand on the Guarantor for all past due amourtghwvas unsuccessful. In October 2003, the Compaisgined confessions of judgment
from both AirLink and the Guarantor each in the amtoof $612,000, which was the outstanding indefeed at the time. Airlink also agreed
to pay the Company each month the greater of $20000% of its gross cash receipts from the previmonth, and it put up a $60,000 cash-
backed standby letter of credit for us to draw ui@my delinquency recurred. No such further dgliency has occurred and AirLink’s
indebtedness to the Company at December 31, 2083486,000.

During 2002, the individual who serves as AirLinkCiairman of the Board performed certain consultieryices for the Company in
his individual capacity and was paid $55,000. Nostdting services were rendered by and no conguttiyments were made to this
individual in 2003. The Company sold products tdiAk on a prepayment basis in the amount of $61 d@ring 2003.
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As of March 11, 2004, the remaining $496,000 ofAlmkink indebtedness was settled in full by Airkithrough cash payments to the
Company from AirLink of $213,000, with the remaigibalance settled primarily by an offset of tradggbles owed by the Company to
AirLink as a result of product purchases from Aikiduring 2003 and 2004. Also, effective March 2004, AirLink’s chairman of the boal
Mr. Steven Sherman, resigned as a member of thep@ays Board of Directors.

The Company sells products to a subsidiary of GtomaGroup Holdings Limited. Mr. Horst J. Pudwibihe of the Company'’s directors
and principal stockholders as a result of the ReiVlacement Transactions earlier this year (see 8lto the Consolidated Financial
Statements), is also a director and stockhold€twhatron. In addition, the chairman and chief exige officer of Chinatron participated in
the Private Placement Transactions. Sales to Gbimé&br the year ended December 31, 2003 and 2@0&2 702,000 and $1,341,000
respectively.

On March 12, 2003 and on May 14, 2003, following timanimous approval of our disinterested directbesCompany issued
convertible debt and convertible equity securiteea group of investors in a private placementdaation. (See Note 6 for a description of
transaction.) Cornerstone Equity Investors, LLCr{@ostone), a private equity investment firm tisadbme of the Company’s principal
stockholders, participated as an investor in thesesactions. Messrs. Mark Rossi and Robert Getzpf the Company’s directors since
December 1999, are managing directors of Cornezstdn. Peter V. Leparulo, the Company’s chief exiseuofficer since January 13, 2003
and member of the Company’s board since May 7, 2888 participated as an investor in these trdimsec

12. Retirement Savings Plan

The Company has a defined contribution 401 (k) eatent savings plan (the “Plan”). Substantiallyodlfhe Company’s U.S. employees
are eligible to participate in the Plan after magiiertain minimum age and service requirementl&mwes may make discretionary
contributions to the Plan subject to Internal Rexe8ervice limitations. As of December 31, 2008r¢hare no provisions for employer
contributions to the Plan. Participants are fulygted in all contributions to the Plan.

The Company has a Registered Retirement Savingsf@lits Canadian employees. Substantially athefCompany’s Canadian
employees are eligible to participate in the PEEmployees make discretionary contributions to tla@ gubject to local limitations. Employer
contributions amounted to $69,000, $116,000 and 00 for the years ended December 31, 2003, 2002@01, respectively.
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13.

NOVATEL WIRELESS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continu ed)

Quarterly Financial Information (Unaudited)

The following is a summary of unaudited quartedgults of operations for the years ended Decembe2@®3 and 2002.

2003:

Total revenue

Gross margir

Net loss applicable to common stockholders as presly
reported

Net loss applicable to common stockholders (Asatest
see Note 6

Net loss per share as previously repo

Net loss per share (As restated, see No

2002:

Total revenue

Gross margir

Net loss applicable to common stockholc

Net loss per shai

Quarter

First

Second

$ 7,48¢
1,22:

(3,209)

(3,209
(0.4€)
(0.4¢€)

$ 7,27:
552
(16,109
(4.07)
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(in thousands, except per share amounts)

As restated
(see Note 6)

$  7,65¢
(319

(7,966)

(9,66¢)
(1.12)
(1.35)

$ 7,731
42(
(15,639
(3.16)

Third

Fourth

As restated
(see Note €

$ 8,06
2,19(

(2,750

1,779
(0.34)
(0.22)

$ 5,90¢
1,401
(5,839
(1.11)

As restated
(see Note €

$ 10,60
2,82¢

(2,105)

(2,065)
(0.29)
(0.29)

$ 7,964
(396)
(15,909
(2.54)
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Independent Auditors’ Report

The Board of Directors
Novatel Wireless, Inc

We have audited the accompanying consolidated balsineets of Novatel Wireless, Inc. and subsidiargeof December 31, 2003 and
2002, and the related consolidated statementsarhtipns, stockholders’ equity, and cash flowstfieryears then ended. In connection with
our audits of the consolidated financial statememésalso have audited the financial statement @&dbdl for the years ended December 31,
2003 and 2002. These consolidated financial statesand financial statement schedule are the regbty of the Company’s management.
Our responsibility is to express an opinion on ¢hesnsolidated financial statements and finant@ément schedule based on our audits. The
consolidated financial statements and financiakstants schedule of Novatel Wireless, Inc. as afeber 31, 2001, and for the year then
ended were audited by other auditors who have degserations. Those auditors expressed an unadhbifsinion on those consolidated
financial statements and financial statement sdeetiefore the revision described in Note 1 todbesolidated financial statements, in their
report dated February 1, 2002.

We conducted our audits in accordance with audiiagdards generally accepted in the United StdtAmerica. Those standards
require that we plan and perform the audit to ebtaasonable assurance about whether the finataieiments are free of material
misstatement. An audit includes examining, on fliasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting pitesused and significant estimates made by marnageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of
Novatel Wireless, Inc. and subsidiaries as of Ddm31, 2003 and 2002, and the results of theiratipems and their cash flows for the ye
then ended in conformity with accounting principiEsierally accepted in the United States of AmeAdso in our opinion, the related
financial statement Schedule 1l for the years eridecember 31, 2003 and 2002, when consideredatiorlto the basic financial statements
taken as a whole, presents fairly, in all mategapects, the information set forth therein.

As discussed in Note 6 to the consolidated findrst&ements, the Company has restated its coasetidinancial statements as of
December 31, 2003 and for the year then ended.

As discussed above, the consolidated financiadstants of Novatel Wireless, Inc. and subsidiargesfdbecember 31, 2001, and for
year then ended were audited by other auditorshvelve ceased operations. As described in Note $e tt@nsolidated financial stateme
have been revised to retroactively reflect a 1iforreverse stock split of the Company’s commonkstégproved on October 29, 2002. In our
opinion, the adjustments applied to retroactivelfject the 1-for-15 reverse stock split to thesesotidated financial statements are
appropriate. However, we were not engaged to anadiiew, or apply any procedures to the consoliifiteancial statements of Novatel
Wireless, Inc. as of December 31, 2001 and foy#s then ended, other than with respect to suci-15 reverse stock split and,
accordingly, we do not express an opinion or atmgioform of assurance on those consolidated fiahstatements taken as a whole.

/sl KPMG LLP

San Diego, California
February 9, 2004, except
for paragraph 6 of Note 11
as to which the date is
March 11, 2004, and
Note 6,Series A Preferred Stock
as to which the date
is March 25, 2004

F-32



Table of Contents

This is a copy of the audit report previously isbbg Arthur Andersen LLP in connection with Novat€ireless, Inc.’s filing on Form
10-K for the year ended December 31, 2001. Thist aeport has not been reissued by Arthur Andetdd?in connection with this filing on
Form 10-K/A. The Consolidated Financial Statemémtbided herein have been revised to retroactixeflgct a 1-for-15 reverse stock split
on the Company’s common stock approved on Octa®e?@02. See Exhibit 23.2 for further discussiolme Tonsolidated balance sheets as of
December 31, 2001 and 2000 and the consolidateshstats of operations, stockholders’ equity andh asvs for the years ended December
31, 2000 and 1999, referred to in this report ldren included in the accompanying financiakestents.

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To Novatel Wireless, Inc.:

We have audited the accompanying consolidated balsineets of Novatel Wireless, Inc. (a Delawarpam@tion) and Subsidiaries as
December 31, 2001 and 2000, and the related cdasedl statements of operations, stockholders’ yddéficit) and cash flows for each of
the three years in the period ended December 3, Zhese financial statements are the respongibilithe Company’s management. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with audigtagdards generally accepted in the United Statesse standards require that we
plan and perform the audit to obtain reasonablaerasse about whether the financial statementsraeedf material misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the financial statements refer@adlove present fairly, in all material respedts, financial position of Novatel Wirele
Inc. and Subsidiaries as of December 31, 2001 8A8,2nd the results of their operations and ttesh flows for each of the three years in
the period ended December 31, 2001, in conformitly &ccounting principles generally accepted inltnited States.

Our audits were made for the purpose of forminginion on the basic financial statements takea abole. Schedule Il — Valuation
and Qualifying Accounts is presented for purpodemplying with the Securities and Exchange Consinis's rules and is not part of the
basic financial statements. The schedule has hdgacted to the auditing procedures applied iretidits of the basic financial statements
and, in our opinion, fairly states in all materiaspects the financial data required to be set thetrein in relation to the basic financial
statements taken as a whole.

/s/  ARTHUR ANDERSEN LLP

San Diego, California
February 1, 2002 (Except with respect to the matiescussed in Note 15 as to which the date isuaep22, 2002)
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SCHEDULE I

NOVATEL WIRELESS INC.

Valuation and Qualifying Accounts

For the Years Ended December 31, 2003, 2002 and 200

Allowance for Doubtful Accounts:
December 31, 20C

December 31, 200

December 31, 200

Warranty and Sales Returns Reserve
December 31, 20C

December 31, 200

December 31, 20C

Deferred Tax Asset Valuation Allowance:

December 31, 200
December 31, 200
December 31, 200

F-34

Balance At

Additions

Deductions

Balance

Beginning Charged to From At End

of Year Operations Reserves of Year
$ 333,00 $ 148,001 $170,00( $ 311,00(
294,00( 39,00( — 333,00(
253,00( 114,00( $ 73,00( 294,00(
206,00( — 181,00( 25,00(
466,00( — 260,00( 206,00(
675,00( — 209,00( 466,00(
59,886,000 6,120,001 — 66,006,00
51,515,00 8,371,001 — 59,886,000
22,114,00 29,401,00 — 51,515,00
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Exhibit
Number

3.1(1)
3.2
3.3(1)
3.4
3.5
4.1(2)
4.2(4)
4.3(4)

4.4(5)
4.5(5)

4.6(5)

4.7(5)
4.8(5)

4.9(7)

4.10(7
4.11(7
4.12(7
4.13(7
4.14(7

10.1(3

10.2
10.3(3
10.4(2

EXHIBIT INDEX
Description

Amended and Restated Certificate of Incorporal

Certificate of Amendment to Amended and Restatetifi@ate of Incorporation

Bylaws.

Amended and Restated Certificate of DesignatioBasfes A Convertible Preferred Sto
Certificate of Designation of Series B ConvertiBieferred Stock

Specimen Common Stock Certifica

Specimen Series A Convertible Preferred Stock feate.

Form of Common Stock Purchase Warrant issued inaction with the Company’s Series A Convertiblef@med Stock
Financing.

Warrant to Purchase Stock, issued in connectiolm thid Compar’s facility with Silicon Valley Bank

Form of Common Stock Purchase Warrant issued inextion with the Company’s 1999 Series B Conveztileferred
Stock Financing

Form of Common Stock Purchase Warrant issued inaxtion with the Company’s Series C Convertiblefdtred Stock
Financing.

Form of Common Stock Purchase Warrant issued inaxtion with the Compar's Debenture Financin

Form of Common Stock Purchase Warrant issued inextion with the Company’s Series D Convertibleféred Stock
Financing.

Form of Securities Purchase Agreement enterednntonnection with the Company’s 2003 Series B @otible Preferred
Stock Financing

Form of Secured Convertible Subordinated Note d$nueonnection with the Company’s 2003 Series Byeotible
Preferred Stock Financin

Form of Secured Convertible Subordinated Note d$nueonnection with the Company’s 2003 Series Byeotible
Preferred Stock Financin

Form of Common Stock Purchase Warrant issued inextion with the Company’s 2003 Series B Conveztileferred
Stock Financing

Form of Security Agreement entered into in conmectiith the Company’s 2003 Series B Convertiblgd?red Stock
Financing.

Form of Registration Rights Agreement entered intconnection with the Company’s 2003 Series B Gotible Preferred
Stock Financing

1997 Stock Incentive Plan, as Amended and Resl
Amended and Restated 2000 Stock Incentive |
2000 Employee Stock Purchase P

Amended and Restated Registration Rights Agreerdeted as of June 15, 1999, by and among Novat&l&¥s, Inc. and
some of its stockholder
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Exhibit
Number

10.5(2

10.6(2)
10.7(5)
10.8(5)

10.9(6)
10.10(2

10.11(2

*10.12(2)
*10.13(2)

10.14(6
10.15(2
10.16(2
10.17(6

10.18(6
10.19(6

10.20(8
10.21(8
10.22(8
21(8)
23.1
23.2
24(8)
31.1

Description

Amended and Restated Investors’ Rights Agreemengddas of June 30, 2000, by and among Novatell&gsgelnc. and
some of its stockholder

Form of Indemnification Agreement between Novateételéss, Inc. and each of its officers and direxi
Loan and Security Agreement, dated as of Novem®eP@01, by and between the Company and Silicotey&ank.

Silicon Valley Bank Registration Rights Agreemeddted as of November 29, 2001, by and between dnep@ny and
Silicon Valley Bank

Silicon Valley Bank Antidilution Agreement, dated af November 29, 2001, by and between the Compad)Silicon
Valley Bank.

Real Property Sublease dated as of July 7, 2008n8\ybetween Sicor Inc. (formerly Gensia Sicor,)laad Novatel
Wireless, Inc., for 9360 Towne Centre Drive, Saadoi, California

Real Property Lease, dated as of February 1, 18983@nd between Novatel Wireless Technologies Lid. &un Life
Assurance Company of Canada, for 6715 8th St., KL&gary, Alberta

Employment Agreement, dated as of July 24, 200@ray/between Novatel Wireless, Inc. and John M

Employment Agreement, dated as of August 21, 1B9&nd among Novatel Wireless, Inc., Novatel Wesl&echnologie
Ltd. and Ambrose Tan

Form of Change of Control Letter Agreement, datedfaMay 11, 2001, by and between Novatel Wirelbss,and several
executives of Novatel Wireless, Ir

Standard Manufacturing Agreement, dated as of Augua000, by and between Novatel Wireless, Ind. &olectron de
Mexico, S.A. de C.V

First Amendment to Employment Agreement, datedf &eptember 22, 2000, by and among Novatel Wirglass,
Novatel Wireless Technologies Ltd. and Ambrose T

Settlement Agreement and Mutual General Releasedda of January 12, 2002 by and between Novaitell&¥s, Inc. an
Sanmin-SCI Corporation and Sanmina Canada U

Security Agreement, dated as of January 12, 2062ut&d by Novatel Wireless, Inc. in favor of Sare-SCI Corporation

Amendment to the Loan and Security Agreement, daseof November 21, 2002, by and between the Coyngad Silicor
Valley Bank.

Securities Purchase Agreement entered into in atiomewith the Compar’'s January 2004 Financing Transacti
Registration Rights Agreement entered into in catioa with the Compar’'s January 2004 Financing Transacti
Form of Common Stock Purchase Warrant issued inaxtion with the Compar' s January 2004 Financing Transacti
Subsidiaries of Novatel Wireless, It

Consent of KPMG LLP, Independent Audita

Notice regarding consent of Arthur Andersen L

Power of Attorney

Certification of our Chief Executive Officer adogtpursuant to Section 302 of the Sarb-Oxley Act of 2002



Table of Contents

Exhibit
Number Description
31.2 Certification of our Chief Financial Officer adogtpursuant to Section 302 of the Sarb-Oxley Act of 2002
32.1 Certification of Chief Executive Officer and ChigEcounting Officer pursuant to 18 U.S.C. Sectiobd,3as adopted

pursuant to Section 906 of the Sarbi-Oxley Act of 2002

(1) Incorporated by reference to the Comg’s annual report on Form -K for the year ended December 31, 2C

(2) Incorporated by reference to the Company’s egfion Statement on Form S-1 (No. 333-4257®dfNovember 14, 2000, as
amended

(3) Incorporated by reference to the Comg’s Registration Statement on Fori-8 (No. 33:-53692), filed January 12, 20C
(4) Incorporated by reference to the Comg’s current report on Forn-K, filed January 18, 200:.

(5) Incorporated by reference to the Comg’s Registration Statement on Fori-3 (No. 33:-81190), filed January 22, 2002, as amen
(6) Incorporated by reference to the Comg’s annual report on Form -K for the year ended December 31, 2C
(7) Incorporated by reference to the Comg’s current report on Forn-K, filed March 28, 2003
(8) Incorporated by reference to the Comg’s annual report on Form -K for the year ended December 31, 2003, filed Mdrgh2004
* Management contract or compensation plan or arraage

(b) Reports on Form 8-K

Current report on Form 8-K, furnished pursuantéonis 7 and 9 on October 27, 2003, announcing finbresults for the third
quarter of 2003 and included in the press releals¢ed thereto.
EXHIBIT 3.2
CERTIFICATE OF AMENDMENT
OF
AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
OF
NOVATEL WIRELESS, INC.

Pursuant to Section 242 of the
Delaware General Corporation Law

NOVATEL WIRELESS, INC., a corporation organized andsting under and by virtue of the General Coagion Law of the State of
Delaware (the “Corporation”), DOES HEREBY CERTIFY:
1. That the Certificate of Incorporation of the @aration was originally filed in the office of tf8ecretary of State of Delaware on April
26, 1996 and it was amended and restated on Nove2ith2000 (the “Certificate”).
2. That the Board of Directors of the Corporatiatychdopted resolutions proposing and declaringsadiNe the following amendment
(the “Amendment”) to the Certificate:
RESOLVED, that the Board of Directors hereby appsoand recommends to the Company’s stockholderS#wdion A of Article
FOURTH of the Certificate be, and it hereby is,jsabto stockholder approval at the 2003 Annual titeeof Stockholders of the
Corporation, amended and restated in its enticetead as follows:
“FOURTH: The Corporation is authorized to issue tlasses of stock to be designated, respectivElgnimon Stock” and
“Preferred Stock.” The total number of shares whiah Corporation is authorized to issue is FiftyoTMillion (52,000,000) shares
each with a par value of $0.001 per share. Fiftfidi (50,000,000) shares shall be common stockTamd Million (2,000,000)
shares shall be Preferred Stock.”
RESOLVED FURTHER, that all other provisions of fBertificate, as heretofore amended, and all exdjibitachments and certificates
to the Certificate shall remain unchanged and liféuce and effect.
3. That thereafter holders of a majority of sharesapital stock of the Corporation entitled toevtthereon voted in favor of the
Amendment at a meeting of the stockholders dulg bel June 10, 2003.

4. That the foregoing amendment to the Certifiegds duly adopted in accordance with the provis@frSection 242 of the General
Corporation Law of the State of Delaware.

IN WITNESS WHEREOF, Novatel Wireless, Inc. has ealthis Certificate to be executed by its duly atited officer this 28th day
August, 2003.

NOVATEL WIRELESS, INC.

By: /sl MELVIN L. F LOWERS

Melvin L. Flowers



Its: Senior Vice President, Finance

Chief Financial Officer and Secrete
EXHIBIT 3.4

NOVATEL WIRELESS, INC.

A MENDED AND R ESTATED
C ERTIFICATE OF D ESIGNATION
SERIES A C ONVERTIBLE P REFERRED S TOCK
P URSUANT TO SECTION 1510F THE
G ENERAL C ORPORATION L AW OF THE STATE OF D ELAWARE

NOVATEL WIRELESS, INC., a corporation organized andsting under the General Corporation Law of $itete of Delaware
(hereinafter called the “ Corporatid) DOES HEREBY CERTIFY THAT, pursuant to Sectiofllof the General Corporation Law of the
State of Delaware (the “ DGCI), the following resolution was duly adopted ambeoved by the Board of Directors of the Corponatiduly
designated pursuant to Section 141(c)(2) of the D@ta meeting duly called and held on March II®and this Certificate of Designati
was approved by the affirmative vote of at leastagority of the outstanding stock entitled to viitereon at a meeting duly called and hel
May 2, 2003, including the affirmative vote of atbt a majority of the outstanding shares of SéyiPseferred Stock as a separate cl



NOVATEL WIRELESS, INC.
SERIES A CONVERTIBLE PREFERRED STOCK

RESOLVED, that pursuant to the authority vestethnBoard of Directors of the Corporation by Arti¢V of the Corporation’s
Amended and Restated Certificate of Incorporatioseries of Preferred Stock of the Corporatiorabd, it hereby is, created out of the
authorized but unissued shares of the capital stbttke Corporation, such series to be designatei SA Preferred Stock (the “ Series A
Preferred StockK), to consist of 3,700 shares, par value $.001spare, of which the preferences and relative dneraights, and the
qualifications, limitations or restrictions thereshall be (in addition to those set forth in theridration’s Amended and Restated Certificate
of Incorporation) as follows:

Section 1. Dividends The holders of Series A Preferred Stock sha#tiéled to receive, from funds legally availalilerefor, a
cumulative dividend at the rate per annum of 6.53%e purchase price paid per share of Series feRezl Stock held by such holder,
payable, subject to any applicable contractuaticisins, upon any liquidation, dissolution or wing up of the affairs of the Corporation, as
described in Section 2, upon any redemption desdrib Section 5, or otherwise quarterly in arreginen and as declared by the Board of
Directors each January 1, April 1, July 1 and Oetdbof the applicable year. Notwithstanding thefming, no dividends shall be declared,
or paid to the holders of the Series A PreferretiS{other than in-kind in connection with the cersion of the Series A Preferred Stock
pursuant to Section 3 hereof) or any series ofpredl stock having dividend rights pari passu whitise of the Series A Preferred Stock,
unless the holders of Series B Preferred Stockaagdther series of preferred stock created ditedate hereof having preferential dividend
and liquidation rights vis-a-vis the Series A Predd Stock (such Series B Preferred Stock and #rer series of Preferred Stock with such
preferential rights, the “ Senior Preferred Stdckhall have been paid in full all of the dividentb which they are entitled. No dividends shall
be declared, or paid to the holders of common steakvalue $.001 per share, of the Corporatioa {@ommon Stock”)unless the holders
Series A Preferred Stock and any other seriesedéped stock having dividend and liquidation riggpari passu with those of the Series A
Preferred Stock (“ Pari Passu Preferred Stpdlave been paid in full all of the dividends thiah they are entitled. The Series A Preferred
Stock shall also participate in any dividend otritisition, other than a liquidating distributioreaared or paid on the Common Stock, pro
rata, on the basis of the number of shares of CamfBtock (as determined on an as-converted basikddBeries A Preferred Stock) into
which such Series A Preferred Stock is then coiblert

Subject to this Section 1, dividends may be dedlared paid on Common Stock from funds lawfully éafale therefor as and when
determined by the Board of Directors of the Corfiora

Section 2._Liquidation Rights.

(@) In the event of any liquidation, dissolutionvainding up of the affairs of the Corporation, wiet voluntary or involuntary, the
holders of each share of Series A Preferred Stoak ke entitled to be paid out of the assets efGbrporation available for distribution to
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holders of the Corporation’s capital stock of #isses, after satisfaction of all preferential iitgtion rights of the Senior Preferred Stock, and
subject to the rights of any Pari Passu PrefertedkSan amount equal to $1,000 per share of SAriegeferred Stock (the “ Liquidation
Preference), plus all dividends accrued but unpaid thergorand including the date full payment shall bedemed to the holders of the
Series A Preferred Stock with respect to such digtion, dissolution or winding up. Neither the coligation or merger of the Corporation

into or with another corporation or corporationst the sale, lease, transfer or conveyance ofr @libstantially all of the assets of the
Corporation to another corporation or any otheitgshall be deemed to be a liquidation, dissolutio winding up of the affairs of the
Corporation within the meaning of this Section 2(a)

After payment in full of the Liquidation Preferentmewhich the holders of the Series A PreferrectiStre entitled, such holders will r
be entitled to any further participation in thetdisution of assets of the Corporation.

Upon conversion of shares of Series A PreferredkSitao shares of Common Stock pursuant to Se@&jdhe holders of such Common
Stock shall not be entitled to any preferentialmpent or distribution in case of any liquidationsgblution or winding up, but shall share
ratably in any distribution of the assets of theg@oation among the holders of Common Stock.

(b) Distributions Other than CasWhenever the distributions provided for in thescon 2 shall be payable in property other thahca
the value of such distributions shall be the faarket value of such property as determined in dait by the Board of Directors of the
Corporation.

(c) Notice. Written notice of any proposed liquidation, dission or winding up of the affairs of the Corpaaat, stating a payment da
the amount of the Liquidation Preference and the@lwhere such Liquidation Preference shall belgayahall be delivered to the holders of
Series A Preferred Stock not less than 45 days fwithe proposed date of such proposed liquidat@solution or winding up.

Section 3. Conversion The holders of Series A Preferred Stock shalkh@onversion rights as follows (the “ ConversioghRs”):

(a) Optional Conversion: Series A Conversion PriSebject to Section 3(b), each share of SeriesefeRed Stock shall be convertible,
without the payment of any additional consideratigrthe holder thereof and at the option of thelbothereof, at any time after the date <
share was issued, at the office of the Corporaticeny transfer agent for the Series A PreferrediStinto such number of fully paid and
nonassessable shares of Common Stock as is deterimyrdividing the Liquidation Preference plus amant equal to all accrued and ung
dividends by the Series A Conversion Price, detegchias hereinafter provided, in effect at the theonversion. From and after the date of
filing of this Amended and Restated CertificateDafsignation (“ Filing Daté), the conversion price at which shares of Comr8tock shall
be deliverable upon conversion of Series A PrefeBtck without the payment of any additional cdesition by the holder thereof (the “
Series A Conversion Pri¢g shall initially be $11.55 per share of Commowr&t Such Series A Conversion Price shall be stibjec
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to further adjustment, in order to adjust the numdfeshares of Common Stock into which the Serid®réferred Stock is convertible, as
hereinafter provided.

(b) Mechanics of Optional ConversioBefore any holder of Series A Preferred Stockl sfeentitled to convert the same into shares of
Common Stock, the holder shall surrender the deaté or certificates therefor at the office of tharporation or of any transfer agent for
Series A Preferred Stock, shall give written notic¢he Corporation at such office that the hoklects to convert the same and shall state
therein the holder's name or the name or, subjeaty legal or contractual restrictions on tranttiereof, names of the holder's nominees in
which the holder wishes the certificate or cerdifess for shares of Common Stock to be issued aaltpsy any transfer or similar tax, if
required. The date on which the holder satisfiethake requirements is the “ Conversion Daten the Conversion Date, all rights with
respect to the Series A Preferred Stock so corvstiall terminate, except for any of the rightshef holder thereof, upon surrender of the
holder’s certificate or certificates therefor, to recedegtificates for the number of shares of CommortiStoto which such Series A Prefer
Stock has been converted. If so required by the@ation, certificates surrendered for conversiuallde endorsed or accompanied by
written instrument or instruments of transfer,dnnh satisfactory to the Corporation, duly execuigdhe registered holder or by the holder’s
attorney duly authorized in writing. No fractiorsddare of Common Stock shall be issued upon theersion of Series A Preferred Stock. In
lieu of any fractional share to which the holdembotherwise be entitled, the Corporation shayl pash equal to such fraction multiplied by
the applicable Series A Conversion Price thenfiacef Within five business days after the Converdiate, the Corporation shall issue and
deliver to such holder of Series A Preferred Stocksubject to any legal or contractual restricsion transfer thereof, to the holdenomine
or nominees, a certificate or certificates for tiuenber of shares of Common Stock to which the hadtiall be entitled as aforesaid. The
person or persons entitled to receive the shar€owfmon Stock issuable upon conversion shall lzgedefor all purposes as the record hc
or holders of such shares of Common Stock on thev€sion Date. Notwithstanding anything to the camtcontained in Sections 3(a) and 3
(b), the holder of any shares of Series A PrefeBtitk which are selected for redemption by thepGration in accordance with Section 5
shall not be entitled to convert such shares im@on Stock unless the Conversion Date with redpesiich shares is at least two business
days prior to the Redemption Date (as defined below

(c) Adjustments to the Conversion Price

(i) Special Definition For purposes of this Section 3(c), the followdginition shall apply:

(1) “ Additional Shares of Common Stotkhall mean all shares of Common Stock issuechbyGorporation after the
Filing Date by reason of stock dividends, distribns payable in common stock, stock splits, revetgek splits, recapitalizations,
reclassifications, combinations or exchanges ofeshaeparations, reorganizations, liquidationstioer similar event, other than:

(a) securities issued or issuable as a dividemtistribution on the Series A Preferred Stock;
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(b) any securities issued or issuable as a resalh @fdjustment of the Series A Conversion Priceenpanisuant to thi
Section 3(c);

(c) any shares of capital stock of the Corporatimi,to exceed one-half of one percent of the istaled and
outstanding capital stock of the Corporation orfanconverted to Common Stock” basis, the issuafieéhich is approved by vote of a
majority of the Board of Directors of the Corpoaat;j including the affirmative vote of a majority thie directors designated for election by
holders of the Series A Preferred Stock; and

(d) not more than ten shares of capital stock efGbrporation on an “as converted to Common Stbelsis, the
issuance of which resulted from mathematical oe#rror or inadvertencperovided thathe transaction in which such shares were issued
was approved at the time by vote of a majorityhef Board of Directors of the Corporation, includthg affirmative vote of a majority of the
directors designated for election by the holderthefSeries A Preferred Stock.

(i) Adjustment of the Series A Conversion Price fiividends, Distributions, Subdivisions, Combiieis or Consolidations of
Common Stock

(1) Stock Dividends, Distributions or Subdivisians the event the Corporation shall be deemedte issued Additional
Shares of Common Stock in a stock dividend, staskibution or subdivision, the Series A Conversinice and the number of shares of
Common Stock issuable upon conversion of each sif&@eries A Preferred Stock in effect immediatalipr to such deemed issuance shall,
concurrently with the effectiveness of such deemsdance, be proportionately decreased or increaseappropriate.

(2) Combinations or Consolidation$n the event the outstanding shares of CommockSthall be combined, consolidated
or otherwise changed, by recapitalizations, reiflaations, stock splits, reverse stock splits,leeges of shares, separations, reorganizations
liquidations or otherwise, the Series A Converdiice and the number of shares of Common Stocklidswpon conversion of each share of
Series A Preferred Stock in effect immediately ptibany such combination, consolidation or otheare shall, concurrently with the
effectiveness of such event, be proportionatelyeBsed or increased, as appropriate.

(d) Adjustments for Certain Dividends and Distribas. In the event that at any time or from time todiafter the Filing Date, the
Corporation shall make or issue, or fix a recordar the determination of holders of Common Stentitled to receive, a dividend or other
distribution payable in securities of the Corparatother than shares of Common Stock, then anddh such event provision shall be made
so that the holders of Series A Preferred StocKk sfaeive upon conversion thereof, in additiorite number of shares of Common Stock
receivable thereupon, the amount of securitieh®fQorporation that they would have received had ®eries A Preferred Stock been
converted into Common Stock on the date of suchtesed had they thereafter, during the period ftbendate of such event to and including
the actual conversion date, retained such securiieeivable by them as aforesaid during such gegiving application during such period
all adjustments called for herein.

-5



(e) Adjustment for Reclassification, Exchange ob&itution. In the event that at any time or from time todiafter the Filing Date, the
Common Stock issuable upon the conversion of Sérieseferred Stock shall be changed into the sanaedifferent number of shares of any
class or classes of stock, whether by capital @oegtion, reclassification, or otherwise (othentfa subdivision or combination of shares or
stock dividend provided for in Section 3(c)(ii) ateg or a merger, consolidation, or sale of assetgigied for in Section 3(f) below) then and
in each such event the holder of any share or shudrBeries A Preferred Stock shall have the tiglteafter to convert such shares into the
kind and amount of shares of stock and other siEsidnd property receivable upon such reorgaoizateclassification, or other change, by
the holder of a number of shares of Series A PredieBtock might have been converted immediatelyrpa such reorganization,
reclassification, or change, all subject to furthdjustment as provided herein.

(f) Adjustment for Merger, Consolidation or SaleAsfsets. In the event that at any time or from time todiafter the Filing Date, the
Corporation shall sell all or substantially allitsf assets or merge or consolidate with or intatagroentity, each share of Series A Preferred
Stock shall thereafter be convertible into the kamdl amount of shares of stock or other secuntiggoperty to which a holder of the number
of shares of Common Stock of the Corporation dediike upon conversion of Series A Preferred Stogldldrhave been entitled to receive
upon such consolidation, merger or sale; and, ¢h sase, appropriate adjustment (as determineddd fpith by the Board of Directors) sh
be made in the application of the provisions sghfm this Section 3 with respect to the rightd amterest thereafter of the holders of Serie
Preferred Stock, to the end that the provision$as#t in this Section 3 (including provisions withspect to changes in and other adjustments
of the Series A Conversion Price) shall theredfteapplicable, as nearly as reasonably may bejation to any shares of stock or other
property thereafter deliverable upon the conversioihe Series A Preferred Stock.

(9) No Impairment The Corporation shall not, by amendment of itgtieate of Incorporation or through any reorgaatian, transfer
of assets, consolidation, merger, dissolution,asmusale of securities or any other voluntaryaagtincluding, without limitation, voluntary
bankruptcy proceedings, avoid or seek to avoicbtieervance or performance of any of the terms tobiserved or performed hereunder by
the Corporation but shall at all times in goodHassist in the carrying out of all the provisiarfishis Section 3 and in the taking of all such
actions as may be necessary or appropriate in tvgeptect the conversion rights of the holderthefSeries A Preferred Stock under this
Section 3 against impairment.

(h) Certificate as to Adjustmentipon the occurrence of each adjustment or retadgrg of the Series A Conversion Price pursuant to
this Section 3, the Corporation at its expensd shamptly compute such adjustment or readjustnireatcordance with the terms hereof and
furnish to each affected holder of Series A Pref@i$tock a certificate setting forth such adjustnoemeadjustment and showing in detail the
facts upon which such adjustment is based; proyidedever, that the Corporation shall not be rezflito provide each holder with such a
certificate more than one time per calendar quartee Corporation shall, upon the written requésing time of any affected holder of Series
A Preferred Stock, furnish or cause to be furnisteeslich holder a like certificate setting forthglich adjustments and readjustments, (ii) the
Series A Conversion Price in effect at the time @ii) the number of shares of Common
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Stock and the amount, if any, of other propertychtat the time would be received upon the conversiceach share of Series A Preferred
Stock.

(i) Notices of Record Dateln the event of any taking by the Corporatioragécord date of the holders of any class of stesifior the
purpose of determining the holders thereof wheeatéled to receive any dividend (other than a adigtdend which is the same as cash
dividends paid in previous quarters) or other dhstion, the Corporation shall deliver to each leoldf Series A Preferred Stock at least
twenty days prior to such record date a noticeifgeg the date on which any such record is todien for the purpose of such dividend or
distribution.

(j) Common Stock Reservelhe Corporation shall reserve and keep availablef its authorized but unissued Common Stock suc
number of shares of Common Stock as shall from tortame be sufficient to effect conversion of Beries A Preferred Stock.

(k) Certain Taxes The Corporation shall pay any issue or transfees$ payable in connection with the conversionarfeS A Preferred
Stock,provided, howeverthat the Corporation shall not be required to @ay tax which may be payable in respect of anysfiex to a name
other than that of the holder of the Series A RreteStock.

() Closing of Books The Corporation shall at no time close its tran&boks against the transfer of any Series A PedeStock or of
any shares of Common Stock issued or issuable tif@oconversion of any shares of Series A Prefedtedk in any manner which interferes
with the timely conversion or permitted transfeisath Series A Preferred Stock or Common Stock.

Section 4. Voting Rights.

(a) Except as otherwise provided herein or as reduiy law, the holders of the Series A PrefernetiSshall be entitled to notice of
any meeting of stockholders and shall vote uponmaatter submitted to the stockholders for a vota simgle class together with the holders
of the Common Stock, Series B Preferred Stock acbther series of preferred stock entitled to \g#rerally on matters presented to the
stockholders for a vote. Holders of Series A Pref@iStock shall have that number of votes per shaiis equal to the number of whole sh
of Common Stock into which each such share of S&i€referred Stock held by such holder could bereded on the date for determinat
of stockholders entitled to vote at the meetingrothe date of any written consent.

(b) Notwithstanding any other provision of this 8@t 4, in the event that it is determined by Nap(fter full process, including any
appeal process available to the Corporation) ti&t/bting provisions set forth in this Section dlate or conflict with Nasdaq Marketplace
Rule 4351, the number of votes to which each sbb&eries A Preferred Stock is entitled shall lduped to the extent required to comply
with such rule.

(c) Except as required by law, (i) the holdershaf Series A Preferred Stock shall not be entitbeebte as a separate class upon any
matter submitted to the stockholders for a vote,
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and (ii) the holders of the Series A Preferred B&iwll have no right to vote with respect to theation or issuance of a series of preferred
stock having rights, preferences and priviliges passu with, or senior to those of the Series éfdtred Stock.

Section 5. Redemption

(a) Redemption at Option of the Holder

(i) On or at any time following a Change of Contfa$ defined below), each holder of Series A PrefeBStock may elect to have
the Corporation redeem from it, to the extent tleepGration has funds legally available for suchgmse, and subject to Section 5(a)(iii), any
or all shares of Series A Preferred Stock heldumhsiolder; provided, however, if a Change of Cariiccurs as a result of the acquisition by
a holder of Series A Preferred Stock or such h&ddeffiliates” (as such term is defined in Rulex40nder the Securities Act of 1933, as
amended) of beneficial ownership of securitieshef Corporation representing more than 50% of thimggower of the Corporation (whett
such acquisition is made by such holder or suctidrtd affiliates, individually or as a member dfgaoup” (as described in Rule 13d-5(b)(1)
promulgated under the Securities Exchange Act 84))9 such holder shall not be entitled, as a tefiduch Change of Control, to require
Corporation to redeem its Series A Preferred Spagkuant to this Section 5(a). Such election masnade only by delivering to the
Corporation (x) a written notice signed by suchdieolspecifying the number of shares of Series Aelfed Stock so to be redeemed, and (y)
certificates for the shares of the Series A PreteBtock so to be redeemed, together with stoclepotherefor duty executed by such holder
in blank (such written election, certificates amack powers being referred to collectively as “ Bebtion Notice’).

(ii) The Corporation shall redeem from holders efi€s A Preferred Stock from whom the Corporatieceived a Redemption
Notice, within 30 days of its receipt of such Reg@éion Notice, all the shares of the Series A PreféStock as to which Redemption Noti
have been given, to the extent the Corporatiorfurads legally available for such purpose, and sulie Section 5(a)(iii), by paying to the
respective holders the amount equal to (x) the rumabshares of Series A Preferred Stock submitiecedemption multiplied by (y)(i) the
Liquidation Preference, plus (i) all accrued bopaid dividends thereon to and including the dé®uoh redemption, whether or not
declared.

(iii) Notwithstanding anything to the contrary imig Section 5, (X) in no event shall the Corporatiedeem any share of Series A
Preferred Stock pursuant to Section 5(a) unlessuatiti(x) a number of shares of Series B PrefeBtmtk equal to or greater than 80% of the
sum of the total number of shares of Series B PedeStock (1) issued upon conversion of the Traridlotes (as defined in that certain
Securities Purchase Agreement, dated as of March,[2003, by and between the Corporation and cepainhasers (* Securities Purchase
Agreement)), and (2) issued and, as of the date of sucm@éaf Control, issuable under the Sanmina Notesléfined in the Securities
Purchase Agreement), and (3) without duplicationy, @her shares of Series B Preferred Stock issuednnection with the Third Closing (
defined in the Securities Purchase Agreement) agpdther shares of Series B Preferred Stock isendtie Series B Original Issue Date (as
defined in the Certificate of Designation of Seie€onvertible Preferred Stock (the “ Series B {fiedte ")), have been
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either (1) redeemed, (2) submitted for redemptiorspant to a redemption notice under Section f®fSeries B Certificate and/or (3)
converted into Common Stock pursuant to SectiohtBeoSeries B Certificate, and (y) the Corporatias actually redeemed all shares of
Series B Preferred Stock as to which a redemptiticerhas been submitted to the Corporation. Intiaegl notwithstanding anything to the
contrary in this Section 5, any redemption of tleei&s A Preferred Stock pursuant to this Sectia) 8ifall be subject to the redemption rights
of any Pari Passu Preferred Stock. In additiotheéffunds of the Corporation legally available fedemption of shares of Series A Preferred
Stock are insufficient to redeem the total numideshares of Series A Preferred Stock submittedddemption pursuant to Redemption
Notices, those funds which are legally availabli g used to redeem (subject to the rights of Ragi Passu Preferred Stock) the maxir
possible number of whole shares ratably among d¢igers of such shares who have submitted Redemiititices as of such date of
determination. Any shares of Series A PreferrediStmt redeemed as described in this Section b)&}tall remain outstanding and,
notwithstanding anything herein to the contranglstemain entitled to all rights and preferenctseowise provided herein.

(b) Redemption at the Option of the Corporation

(i) The Corporation may redeem at any time, in &hal in part, the Series A Preferred Stock at amgation price per share equal
to the Liquidation Preference plus all accrued ampiaid dividends through the Redemption Date (tRedemption Pric®; provided,
however, in no event shall the Corporation rederynsaares of Series A Preferred Stock while anyeshaf Senior Preferred Stock are
outstanding. Any redemption effected pursuant i® $rection (5)(b)(i) shall be made on a pro ratsidsamong the holders of the Series A
Preferred Stock in proportion to the number of ehaf Series A Preferred Stock then held by them.

(i) The Corporation shall provide written notidég “ Corporation Notic&) by first class mail postage prepaid, to eachdbobf
record (determined at the close of business obutk@ess day next preceding the day on which thipaZation Notice is given) of the Series
A Preferred Stock to be redeemed, at the addresshHawn on the records of this Corporation fohsuialder, notifying such holder of the
redemption to be effected, specifying the numbeshafres to be redeemed from such holder, specifiimngate of redemption (the “
Redemption Dat®), the Redemption Price, the place at which paymesy be obtained and calling upon such holdeuteesder to the
Corporation, in the manner and at the place detgnais, her or its certificate or certificatepnesenting the shares to be redeerpeakided
thatthe Redemption Date shall be not less than 10 tlagsthe date of the Corporation Notice. Excepprs/ided in Section (5)(b)(iii), on «
after the Redemption Date, each holder of Seri€sefferred Stock to be redeemed shall surrend&et@orporation the certificate or
certificates representing such shares, in the nraameat the place designated in the CorporatiaicBloand thereupon the Redemption Price
of such shares shall be payable to the order gb¢ingon whose name appears on such certificatertificates as the owner thereof and each
surrendered certificate shall be cancelled. Inetrent less than all the shares represented byuatycertificate are redeemed, a new certifi
shall be issued representing the unredeemed shares.
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(iif) From and after the Redemption Date, unlegsdtshall have been a default in payment of theeR@tion Price, all rights of
the holders of shares of Series A Preferred Steslgdated for redemption in the Corporation Noéiséholders of Series A Preferred Stock
(except the right to receive the Redemption Pritbaut interest upon surrender of their certificatecertificates) shall cease with respect to
such shares, and such shares shall not thereaftesrisferred on the books of the Corporation aildemed to be outstanding for any purpose
whatsoever. If the funds of the Corporation legalxilable for redemption of shares of Series AdPred Stock on any Redemption Date are
insufficient to redeem the total number of sharfeSaries A Preferred Stock to be redeemed on sath those funds which are legally
available will be used to redeem the maximum pdssibmber of such shares ratably among the hotafessch shares to be redeemed based
upon their holdings of Series A Preferred Stocle $hares of Series A Preferred Stock not redeehsdbremain outstanding and entitled to
all the rights and preferences provided hereiraijt time thereafter when additional funds of thep@eation are legally available for the
redemption of shares of Series A Preferred Staak) $unds will immediately be used to redeem tHarmze of the shares which the
Corporation has become obliged to redeem on angiRption Date but which it has not redeemed.

(iv) “ Change of Contra! shall mean: (i) the acquisition by any persorigroup” (as described in Rule 13d-5(b)(1) promudght
under the Securities Exchange Act of 1934), of bieia& ownership of securities of the Corporati@presenting more than 50% of the voting
power of the Corporation; or (ii) a merger or cdigation of the Corporation or a sale of all or stantially all of the assets of the Corpora
in one or a series of related transactions, uritdkaving such transaction or series of transactjdhe holders of the Corporation’s securities
prior to the first such transaction continue todhat least a majority of the voting power of thevéting entity or acquirer of such assets.
Notwithstanding anything to the contrary hereinninevent shall the transactions consummated potrsnishe Securities Purchase Agreer
(including without limitation, the issuance of sest convertible notes, the issuance of warrantstamissuance of Series B Preferred Stock
and the subsequent exercise of warrants or comveo$iconvertible notes or Series B Preferred Stookstitute a “Change of Control” for
purposes of this Section 5.

Section 6. Notices All notices, requests, consents, demands and otilemunications required or permitted under thisedhded and
Restated Series A Preferred Stock Certificate cfi@detion shall be in writing and shall be deentetidve been duly given, made and
received (a) when delivered against receipt, (lpnupansmitter’'s confirmation of the receipt ofaggimile transmission, which shall be
followed by an original sent otherwise in accordangth this Section 6, (c) upon confirmed delivegya standard overnight carrier, or (d) if
to a U.S. resident, upon expiration of three bussrdays after the day when deposited in the U.8, finst class postage prepaid, addresse
the Corporation at its principal executive offioe,at such other address of which the Corporatiag notify the holders of Series A Preferred
Stock from time to time, or if to a holder of Seri&é Preferred Stock or Common Stock, to such h&ddatdress as shown by the records of
the Corporation.

Section 7. Status of Reacquired SharesShares of Series A Preferred Stock which have Bseied and converted, redeemed or
reacquired in any manner shall (upon compliance
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with any applicable provisions of the laws of thtat8 of Delaware) have the status of authorizedusigbued Preferred Stock undesignate
to series and may be redesignated and reissued.
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EXHIBIT 3.5
NOVATEL WIRELESS, INC.

SERIES B CONVERTIBLE PREFERRED STOCK

RESOLVED, that pursuant to the authority vestethenBoard of Directors of the Corporation by Arti¢V of the Corporation’s
Amended and Restated Certificate of Incorporatioseries of Preferred Stock of the Corporatiorabd, it hereby is, created out of the
authorized but unissued shares of the capital stbttke Corporation, such series to be designageiSB Preferred Stock (the “ Series B
Preferred StockK), to consist of 10,000 shares, par value $.0G1spare, of which the preferences and relativeather rights, and the
qualifications, limitations or restrictions thereshall be (in addition to those set forth in theridration’s Amended and Restated Certificate
of Incorporation) as follows:

SECTION 1. DIVIDENDS . The holders of Series B Preferred Stock shaéri#led to receive, from funds legally availatiterefor, a
cumulative dividend at the rate per annum of 8%1000 per share of Series B Preferred Stock (packhare figure, which shall be adjus
to reflect appropriately any stock splits, combimas of the Series B Preferred Stock, and simikmdactions, the “ Initial Purchase Priye
held by such holder, payable, subject to any agplecontractual restrictions, upon any liquidatidissolution or winding up of the affairs of
the Corporation, as described in Section 2, upgrresiemption described in Section 5, or otherwisarggrly in arrears when and as declared
by the Board of Directors each January 1, Aprildly 1 and October 1 of the applicable year. Nadginds shall be declared, or paid to the
holders of common stock, par value $.001 per stwdrbe Corporation (the “ Common Stotk to the holders of the Series A Preferred St
par value $0.001 per share, of the Corporatiore(teS A Preferred Stock or any holders of any series of Preferred Steaking dividend
and liquidation rights junior to the Series B Predd Stock (such Series A Preferred Stock and aaly ether series of junior Preferred Stock,
“ Junior Preferred Stock (except for in-kind distributions in connectiavith the conversion of such Junior Preferred Siaték Common
Stock), unless the holders of Series B Preferredktave been paid in full all of the dividendsaoich they are entitled. The Series B
Preferred Stock shall also participate in any divid or distribution, other than a liquidating distition, declared or paid on the Common
Stock, pro rata, on the basis of the number ofeshaf Common Stock (as determined on an as-conlvbasis for the Series B Preferred
Stock) into which such Series B Preferred Sto¢kés convertible.

Subject to this Section 1, dividends may be dedlared paid on Common Stock from funds lawfully éafale therefor as and when
determined by the Board of Directors of the Corfiora

SECTION 2. LIQUIDATION RIGHTS.

(@) In the event of any liquidation, dissolutionvginding up of the affairs of the Corporation, winet voluntary or involuntary, the
holders of each share of Series B Preferred Stagk Ise entitled preferentially to be paid first adi the assets of the Corporation available
distribution to holders of the Corporation’s capgtock of all classes an amount per share of S&iBreferred Stock equal to 150% times the
sum of the Initial Purchase Price, plus all dividemaccrued but unpaid thereon (“ Liquidation



Preferencé), to and including the date full payment shallteadered to the holders of the Series B Prefe8tedk with respect to such
liquidation, dissolution or winding up. Neither thensolidation or merger of the Corporation intanith another corporation or corporations,
nor the sale, lease, transfer or conveyance af alibstantially all of the assets of the Corporatd another corporation or any other entity
shall be deemed to be a liquidation, dissolutiowimding up of the affairs of the Corporation withthe meaning of this Section 2(a).

After payment in full of the Liquidation Preferenmewhich the holders of the Series B PreferreatiStoe entitled, distributions will be
made to the holders of the Junior Preferred Staotik thheir respective liquidation preference hasrbeaid in full.

After payment in full of the liquidation preferent®which the holders of the Junior Preferred Staiekentitled, distributions will be
made to the holders of the Series B Preferred Stookseries of Junior Preferred Stock which pigies with the Common Stock upon
liquidation and the Common Stock, in proportiontie number of shares of Common Stock (includingeshaf Common Stock issuable uf
conversion of the Series B Preferred Stock andpaticable, any such shares of Junior Preferreckpteeld by each such holder.

Upon conversion of shares of Series B Preferredk3tdo shares of Common Stock pursuant to Se&jdhe holders of such Common
Stock shall not be entitled to any preferentialrpawt or distribution in case of any liquidationsgblution or winding up, but shall share
ratably in any distribution of the assets of theg@oation among the holders of Common Stock.

(b) Distributions Other than Cash. Whenever the distributions provided for in thecson 2 shall be payable in property other than
cash, the value of such distributions shall berdateed as follows: If the assets distributed amustes traded in a public market, the fair
market value of such assets shall be the closiicg pf such securities reported for the businegsmdaediately before such assets are
distributed. If such assets are not traded in dipuiarket, the Board of Directors of the Corpasatshall initially determine fair market value
in its reasonable good faith judgment. At the timh@ny such distribution, the Corporation shallpde the holders of the Series B Preferred
Stock with written notice (within 10 days after tthete of such distribution) of its fair market valdetermination. If the holders of a majority
of the outstanding shares of Series B PreferreckStoMajority Holders”) deliver written notice, within 30 days followirtfpe delivery of the
Corporation’s written natice, objecting to sucheatatination, the fair market value of the assetsifliged shall be determined pursuant to the
Appraisal Procedure (as described in Section &{§ji below), which determination shall be bindiog the holders of the Series B Preferred
Stock and the Corporation.

(c) Notice . Written notice of any proposed liquidation, dission or winding up of the affairs of the Corpaaat, stating a payment
date, the amount of the Liquidation Preferencethadlace where such Liquidation Preference skeafidyable, shall be delivered to the
holders of Series B Preferred Stock not less tladad/s prior to the proposed date of such propbgeiation, dissolution or winding up.
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SECTION 3. CONVERSION . The holders of Series B Preferred Stock shalete@nversion rights as follows (th&€bnversion Right

)

(a) Optional Conversion: Series B Conversion Price Subject to Section 3(b), each share of SerieseBeRed Stock shall be
convertible, without the payment of any additiooahsideration by the holder thereof and at theoopdif the holder thereof, at any time after
the date such share was issued, at the officeeaCthrporation or any transfer agent for the Sai®seferred Stock, into such number of fully
paid and nonassessable shares of Common Stockleteisined by dividing (i) the Initial PurchasécBrplus an amount equal to all accrued
and unpaid dividends by (ii) the Series B Conver$ioice, determined as hereinafter provided, iactfat the time of conversion. The
conversion price at which shares of Common Stoel ble deliverable upon conversion of Series Bérefl Stock without the payment of
any additional consideration by the holder theféug “ Series B Conversion Pri€eshall initially be $0.70 per share of Common Stdalch
initial Series B Conversion Price shall be subfedurther adjustment, in order to adjust the nundfeshares of Common Stock into which
the Series B Preferred Stock is convertible, asihafter provided.

(b) Mechanics of Optional Conversion Before any holder of Series B Preferred Stocl teeentitled to convert the same into shares
of Common Stock, the holder shall surrender théfmezte or certificates therefor at the officetbé Corporation or of any transfer agent for
Series B Preferred Stock, shall give written notaéhe Corporation at such office that the holglects to convert the same and shall state
therein the holder’s name or the name or, subgeany legal or contractual restrictions on tran#fiereof, names of the holder’'s nominees in
which the holder wishes the certificate or cerdifess for shares of Common Stock to be issued aaltpsy any transfer or similar tax, if
required. The date on which the holder satisfiethake requirements is the “ Conversion Daten the Conversion Date, all rights with
respect to the Series B Preferred Stock so cortshall terminate, except for any of the rightshaf holder thereof, upon surrender of the
holder’s certificate or certificates therefor, to recedegtificates for the number of shares of CommortiStoto which such Series B Prefer
Stock has been converted. If so required by the@ation, certificates surrendered for conversiuallde endorsed or accompanied by
written instrument or instruments of transfer,dnnh satisfactory to the Corporation, duly execuigdhe registered holder or by the holder’s
attorney duly authorized in writing. No fractiorsdare of Common Stock shall be issued upon theersion of Series B Preferred Stock. In
lieu of any fractional share to which the holdembotherwise be entitled, the Corporation shayl pash equal to such fraction multiplied by
the applicable Series B Conversion Price thenfiecefWithin five business days after the Converdiate, the Corporation shall issue and
deliver to such holder of Series B Preferred Stocksubject to any legal or contractual restritsion transfer thereof, to the holdenomine:
or nominees, a certificate or certificates for tiuenber of shares of Common Stock to which the hadtiall be entitled as aforesaid. The
person or persons entitled to receive the shar€owfmon Stock issuable upon conversion shall lzgedefor all purposes as the record hc
or holders of such shares of Common Stock on thev€sion Date.
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(c) Adjustments to the Conversion Price
(i) Special Provisions For purposes of this Section 3(c), the followdeinitions shall apply:

(1) “ Additional Shares of Common Stotkhall mean all shares of Common Stock issuedchbyGorporation (including
those deemed to be issued pursuant to Sectionii3(€)) after the first date on which a share @friés B Preferred Stock was issued (the “
Series B Original Issue Datgfor any reason, including without limitation agesult of sales of Common Stock or rights to aeq@ommon
Stock, the issuance of Options, stock dividendsriButions payable in common stock, stock spléserse stock splits, recapitalizations,
reclassifications, combinations or exchanges ofeshaeparations, reorganizations, liquidationstioer similar event, other than:

(a) securities issued or issuable as a dividerdistribution on the Series B Preferred Stock;

(b) not more than ten shares of capital stock efGbrporation on an “as converted to common stbelsis, the
issuance of which resulted from mathematical oe#rror or inadvertence, provided that the tratisadn which such shares were issued
was approved at the time by vote of a majorityhef Board of Directors of the Corporation;

(c) the first 500,000 shares of Common Stock isswddsuable pursuant to Employee Equity Issuaattes the
Series B Original Issue Date (it being understdd the first such 500,000 shares shall not beestiby Section 3(c)(iii)(2), and any
subsequent Employee Equity Issuances shall bedubj&ection 3(c)(iii)(2); provided, further, susB0,000 share figure shall be
appropriately adjusted to reflect transactions dleed in Section 3(c)(ii) and Sections 3(d), 3(edl 8(f));

(d) securities issued or issuable as a dividerdtistribution on the Series A Preferred Stock ugundonversion of tt
Series A Preferred Stock to Common Stock; and

(e) any securities issued or issuable as a rekati adjustment of the Series B Conversion Pricdemmursuant to this
Section 3(c).

(2) “ Convertible Securitiesmeans any evidences of indebtedness, shareeal, sir other securities directly or indirectly
convertible into or exchangeable for Common Stacthe value of which is otherwise derived from ased upon the value of the Common
Stock.

(3) “ Employee Equity Issuancésneans the issuance of shares of Common Stoclptioi to officers, directors or
employees of, or consultants to, the Corporatiaisymnt to stock option or stock purchase plangmraanents on terms approved by the
Board of Directors.

(4) “ Option” means any right, option, or warrant to subscfdye purchase, or otherwise acquire Common Stock or
Convertible Securities.
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(i) Adjustment of the Series B Conversion Price for Didends, Distributions, Subdivisions, Combinations nConsolidations
of Common Stock.

(1) Stock Dividends, Distributions or Subdivisians the event the Corporation shall be deemedte fissued Additional
Shares of Common Stock in a stock dividend, staskibdution or subdivision, the Series B Conversirite and the number of shares of
Common Stock issuable upon conversion of each sif&8eries B Preferred Stock in effect immediafefpr to such deemed issuance shall,
concurrently with the effectiveness of such deemsdance, be proportionately decreased or increasesppropriate.

(2) Combinations or Consolidation$n the event the outstanding shares of CommockSthall be combined, consolidated
or otherwise changed, by recapitalizations, reiflaations, stock splits, reverse stock splits,leeges of shares, separations, reorganizations
liquidations or otherwise, the Series B Conversioice and the number of shares of Common Stocklidswpon conversion of each share of
Series B Preferred Stock in effect immediately pprioany such combination, consolidation or othesre shall, concurrently with the
effectiveness of such event, be proportionatelyafsed or increased, as appropriate.

(iii) Adjustment of Series B Price Conversion Price For Qutive Issuances.

(1) Dilutive Issuances (other than due to Empldygaity Issuances)If the Corporation shall issue, after the SeBes
Original Issue Date, any Additional Shares of Comrtock (other than issuances pursuant to tramsectiescribed in Section 3(c)(ii) but
expressly excluding any new issuances concurrehtsuich transactions) without consideration orsf@onsideration per share less than the
Series B Conversion Price in effect immediatelppto the issuance of such Additional Shares of @om Stock, the Series B Conversion
Price in effect immediately prior to each such &ste shall forthwith be adjusted to be equal taatiheunt of consideration per share rece
in connection with such issuance. Notwithstandhegforegoing, the provisions of this Section 3{B}{i) shall not apply to Additional Shares
of Common Stock issued through an Employee Eqsegydnce.

(2) Dilutive Issuances due to Employee Equity Isseas. If the Corporation shall issue, after the SeBe3riginal Issue
Date, any Additional Shares of Common Stock throaiglEmployee Equity Issuance without consideraiofor a consideration per share
less than the Series B Conversion Price in effaatédiately prior to the issuance of such AdditidBlahres of Common Stock, the Series B
Conversion Price in effect immediately prior to leacich issuance shall forthwith be adjusted todualkto a price determined by multiplying
the Series B Conversion Price then in effect bsaation (which shall in no event be greater thae)pthe numerator of which shall be the
number of shares of Common Stock outstanding imatelgi prior to such issuance plus the number ofeshaf Common Stock that the
aggregate consideration received by the Corpor#étiosuch issuance would purchase at the Seriesr®&sion Price; and the denominator
of which shall be the number of shares of CommariSbutstanding immediately prior to such issugplos the number of shares of such
Additional Shares of Common Stock. For
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purposes of the foregoing computation, the numbshares of Common Stock outstanding shall be ddeminclude all shares of Common
Stock actually outstanding and all shares of Com@itmeck deemed to be outstanding as a result aiggpécation of the rules set forth in
subsection (c)(iii)(7).

(3) In the case of the issuance of Additional ShafeCommon Stock for cash, the consideration sfetleemed to be the
amount of cash paid therefor after deducting aagaorable discounts, commissions or other expetis@sed, paid or incurred by this
Corporation for any underwriting or otherwise imaection with the issuance and sale thereof.

(4) In the case of the issuance of Additional ShafeCommon Stock for a consideration in wholeropart other than cas
the consideration other than cash shall initialydeemed to be the fair value thereof as deternimgdod faith by the Board of Directors.
The Corporation shall provide the holders of the€3eB Preferred Stock with written notice of igsrfmarket value determination pursuant to
this Section 3(c)(iii)(4) within 30 days followirguch issuance of the Additional Shares of CommonkStf the Majority Holders deliver to
the Corporation, within 30 days following delivesf/the Corporation’s written notice, written notig&their objection to such determination,
the fair market value shall be determined purstmttie Appraisal Procedure set forth in Section)(8i(¢6), which determination shall be
binding on the holders of the Series B PreferretiSand the Corporation.

(5) The consideration for Additional Shares of Coomn$tock issued together with other property ofGoeporation for
consideration that covers both shall be determinggbod faith by the Board of Directors. The Comdan shall provide the holders of the
Series B Preferred Stock with written notice offéts market value determination pursuant to tresti®n 3(c)(iii)(5) within 30 days following
such issuance of the Additional Shares of Commonkstf the Majority Holders deliver to the Corpticen, within 30 days following delive:
of the Corporatiors written notice, written notice of their objectitmsuch determination, the fair market value shbaltetermined pursuant
the Appraisal Procedure set forth in Section 3{{g), which determination shall be binding on th@ders of the Series B Preferred Stock
and the Corporation.

(6) Appraisal Procedureln the event of a challenge to the fair markdt@aleterminations of the Board of Directors
pursuant to Section 2(b) or the amount of constadaraletermined pursuant to Section 3(c)(iii)(4)Saction 3(c)(iii)(5), the Corporation and
the Majority Holders shall attempt to select areistiment banking firm to resolve such dispute. édhent that the Corporation and the
Majority Holders are unable to agree upon an imaest banking firm, within 30 days following the ey of the Holder’s (or Majority
Holders’) written objection (“ Objection Datg the Corporation and the Majority Holders, withd5 days following the Objection Date, shall
each select an investment banking firm with a mafioeputation and the two firms so selected simibe upon a third investment banking
firm, which shall resolve such dispute. The findirgf the investment banking firm so selected dialbinding on the Corporation and the
Majority Holders. The fees and costs of the investhbanking firm selected shall be borne one-hathle Corporation and one-half by the
Majority Holders challenging the valuation.
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(7) In the case of the issuance of Options or Cdible Securities, the following provisions shabipdy for all purposes of
this Section 3(c)(iii):

(a) The aggregate maximum number of shares of CanBtack deliverable upon exercise (assuming thsfaetion
of any conditions to exercisability, including watlt limitation, the passage of time, but witholting into account potential antidilution
adjustments) of such Options (and, in the caseptioB®s to acquire Convertible Securities, the maxiimumber of shares of Common Stock
issuable upon conversion or exchange of such CthleBecurities) shall be deemed to have beerdsatithe time such Options were iss
and for a consideration equal to the considergtetermined in the manner provided in subsectio}(§i{(3), (c)(iii)(4) and (c)(iii)(5)), if
any, received by the Corporation upon the issuafisech Options plus the minimum exercise pricevigied in such Options (without taking
into account potential antidilution adjustments)tfte Common Stock covered thereby (plus, in thse ad Options to acquire Convertible
Securities, the minimum additional consideratidany, deliverable upon conversion or exchangaioh<Convertible Securities).

(b) The aggregate maximum number of shares of CamBtock deliverable upon conversion of or in exgjgan
(assuming the satisfaction of any conditions toveotibility or exchangeability, including, witholititation, the passage of time, but without
taking into account potential antidilution adjustrts) for such Convertible Securities shall be dektoeéhave been issued at the time such
Convertible Securities were issued and for a camaitbn equal to the consideration, if any, reagtibg the Corporation for any such
Convertible Securities (excluding any cash recemeeccount of accrued interest or accrued dividgmus the minimum additional
consideration, if any, to be received by the Caafion (without taking into account potential aritition adjustments) upon the conversion or
exchange of such Convertible Securities (the cemattbn in each case to be determined in the mgmogided in subsections (c)(iii)(3), (c)

(iii)(4) and (c)(iii)(5)).

(c) If, following the issuance of Options or Comifgle Securities and the determination of the immdicsuch issuanc
pursuant to subsection (c)(iii)(7)(a) or (c)(ii))(8) above, there is any change in the number afeshof Common Stock deliverable or in the
consideration payable to this Corporation upon @serof such Options or upon conversion of or ichexge for such Convertible Securities,
including, but not limited to, a change resultingnfi the antidilution provisions thereof, the SeBe€onversion Price, to the extent in any '
affected by or computed using such Options or Cdible Securities, shall be recomputed to reflechschange, but no further adjustment
shall be made for the actual issuance of CommockSipany payment of such consideration upon tleease of any such Options or the
conversion or exchange of such Convertible Seestiti

(d) The number of shares of Common Stock deemeeédsand the consideration deemed paid therefoupntso
subsections (c)(iii)(7)(a) and (c)(iii)(7)(b) shak appropriately adjusted to reflect any changd®type described in subsection (c)(iii)(7)(c).
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(e) For purposes of Section 3, securities (inclgddptions or Convertible Securities) shall be dedinebe issued on
the earliest to occur of the grant, issuance, ler&fa or the fixing of a record date with resptcthe distribution or issuance of, such
securities.

(d) Adjustments for Certain Dividends and Distributions . In the event that at any time or from time todiafter the Series B Origir
Issue Date, the Corporation shall make or issuix @ record date for the determination of holdeff€ommon Stock entitled to receive, a
dividend or other distribution payable in secust@ the Corporation other than shares of CommonkSthen and in each such event
provision shall be made so that the holders ofeSaBi Preferred Stock shall receive upon convetsiereof, in addition to the number of
shares of Common Stock receivable thereupon, tlriatof securities of the Corporation that they ldcwave received had their Series B
Preferred Stock been converted into Common Stodk@wlate of such event and had they thereafteingithe period from the date of such
event to and including the actual conversion datmjned such securities receivable by them agsén during such period, giving
application during such period to all adjustmeraitecl for herein.

(e) Adjustment for Reclassification, Exchange or Substiition . In the event that at any time or from time todiafter the Series B
Original Issue Date, the Common Stock issuable apertonversion of Series B Preferred Stock sheatthanged into the same or a different
number of shares of any class or classes of stdother by capital reorganization, reclassificatimnotherwise (other than a subdivision or
combination of shares or stock dividend providedificSection 3(c)(ii) above, or a merger, consdlma or sale of assets provided for in
Section 3(f) below) then and in each such evenhtiéer of any share or shares of Series B Pref&teck shall have the right thereafter to
convert such shares into the kind and amount aeshaf stock and other securities and propertyivabée upon such reorganization,
reclassification, or other change, by the holdea afimber of shares of Series B Preferred Stocktrhigve been converted immediately prior
to such reorganization, reclassification, or chamdjesubject to further adjustment as provideceher

(f) Adjustment for Merger, Consolidation or Sale of Assts. In the event that at any time or from time todiafter the Series B
Original Issue Date, the Corporation shall selbalsubstantially all of its assets or merge orsotidate with or into another entity, each share
of Series B Preferred Stock shall thereafter beredible into the kind and amount of shares of lstmcother securities or property to which a
holder of the number of shares of Common StockefGorporation deliverable upon conversion of SaBid’referred Stock would have been
entitled to receive upon such consolidation, meogesale; and, in such case, appropriate adjust(asrdetermined in good faith by the Board
of Directors) shall be made in the applicationtd provisions set forth in this Section 3 with e&to the rights and interest thereafter of the
holders of Series B Preferred Stock, to the entttigaprovisions set forth in this Section 3 (irdihg provisions with respect to changes in
and other adjustments of the Series B ConversimePshall thereafter be applicable, as nearlyeasanably may be, in relation to any shares
of stock or other property thereafter deliveralpperuthe conversion of the Series B Preferred Stock.
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(9) No Impairment . The Corporation shall not, by amendment of itgtifieate of Incorporation or through any reorgaatian, transfer
of assets, consolidation, merger, dissolution,asmusale of securities or any other voluntaryaagctincluding, without limitation, voluntary
bankruptcy proceedings, avoid or seek to avoicbtieervance or performance of any of the terms tobiserved or performed hereunder by
the Corporation but shall at all times in goodHassist in the carrying out of all the provisiarfishis Section 3 and in the taking of all such
actions as may be necessary or appropriate in tvgeptect the conversion rights of the holderthefSeries B Preferred Stock under this
Section 3 against impairment.

(h) Certificate as to Adjustment. Upon the occurrence of each adjustment or readgrg of the Series B Conversion Price pursuant to
this Section 3, the Corporation at its expensd shamptly compute such adjustment or readjustrnireatcordance with the terms hereof and
furnish to each affected holder of Series B Prefitock a certificate setting forth such adjustneemeadjustment and showing in detail the
facts upon which such adjustment is based; proyidedever, that the Corporation shall not be rezfito provide each holder with such a
certificate more than one time per calendar quartee Corporation shall, upon the written requésing time of any affected holder of Series
B Preferred Stock, furnish or cause to be furnigbesiich holder a like certificate setting forthqluich adjustments and readjustments, (ii) the
Series B Conversion Price in effect at the timel @if) the number of shares of Common Stock aredaimount, if any, of other property
which at the time would be received upon the cosieerof each share of Series B Preferred Stock.

(i) Notices of Record Date In the event of any taking by the Corporatioragécord date of the holders of any class of seesifior the
purpose of determining the holders thereof whoeatéled to receive any dividend (other than a adistdend which is the same as cash
dividends paid in previous quarters) or other distion, the Corporation shall deliver to each leoldf Series B Preferred Stock at least
twenty days prior to such record date a noticeifgeg the date on which any such record is todien for the purpose of such dividend or
distribution.

(j) Common Stock Reserve The Corporation shall reserve and keep availabtef its authorized but unissued Common Stock suc
number of shares of Common Stock as shall from tortene be sufficient to effect conversion of Beries B Preferred Stock.

(k) Certain Taxes. The Corporation shall pay any issue or transfees$ payable in connection with the conversionesfeS B Preferre
Stock, provided, however, that the Corporationlsiatl be required to pay any tax which may be pbyabrespect of any transfer to a name
other than that of the holder of the Series B PrefeStock.

() Closing of Books. The Corporation shall at no time close its transboks against the transfer of any Series B ResfeStock or of
any shares of Common Stock issued or issuable ty@oconversion of any shares of Series B PrefeStedk in any manner which interferes
with the timely conversion or permitted transfeisath Series B Preferred Stock or Common Stock.
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SECTION 4. VOTING RIGHTS.

(a) Except as otherwise provided herein or as reduy law, the holders of the Series B Preferited¢iSshall be entitled to notice of ¢
meeting of stockholders and shall vote togetheh die holders of the Series A Preferred Stock amahi@on Stock as a single class upon any
matter submitted to the stockholders for a votddEis of Series B Preferred Stock shall have thatler of votes per share as is equal to the
number of whole shares of Common Stock into whathesuch share of Series B Preferred Stock hetibly holder could be converted on
the date for determination of stockholders entitlegote at the meeting or on the date of any amittonsent.

(b) Notwithstanding any other provision of this 8@t 4, in the event that it is determined by Nap(fter full process, including any
appeal process available to the Corporation) tiet/oting provisions set forth in this Section dlate or conflict with Nasdaq Marketplace
Rule 4351, the number of votes to which each sbb&eries B Preferred Stock is entitled shall lmkiced to the extent required to comply
with such rule.

SECTION 5. REDEMPTION .
(a) Redemption at Option of the Holder.
(i) On or at any time following the earliest of:
(A) a Change of Control (as defined below); and
(B) the seventh anniversary of the Series B Origssue Date.

then each holder of Series B Preferred Stock megt & have the Corporation redeem from it, toatktent the Corporation has funds legally
available for such purpose, and subject to Se&faj(iii), any or all shares of Series B Prefersdck held by such holder; provided,
however, that if a Change of Control occurs assalt®f the acquisition by a holder of Series Bfémed Stock or such holder’'s

“affiliates” (as such term is defined in Rule 40%der the Securities Act of 1933, as amended) oéfi@al ownership of securities of the
Corporation representing more than 50% of the gopiower of the Corporation (whether such acquisitiomade by such holder or such
holder’s affiliates, individually or as a memberaofgroup” (as described in Rule 13d-5(b)(1) progatéd under the Securities Exchange Act
of 1934)), such holder shall not be entitled, assalt of such Change of Control, to require thepGmation to redeem its or its affiliates Se

B Preferred Stock pursuant to this Section 5(aghSQlection may be made only by delivering to tleegOration (x) a written notice signed by
such holder specifying the number of shares ofeSaBi Preferred Stock so to be redeemed, and (ficates for the shares of the Series B
Preferred Stock so to be redeemed, together wattk giowers therefor duty executed by such hold&tank (such written election,
certificates and stock powers being referred ttectiVely as “ Redemption Notic®.

(ii) The Corporation shall redeem from holders efi€s B Preferred Stock from whom the Corporategeived a Redemption
Notice, within 30 days of its receipt of such Reg@é¢ion Notice, all the shares of the Series B PreteBtock as to which Redemption Noti
have been given, to the extent the Corporatiorfinads legally
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available for such purpose, and subject to Se&aj(iii), by paying to the respective holders #meount equal to (x) the number of shares of
Series B Preferred Stock submitted for redemptiaittiplied by (y)(i) the Liquidation Preference, pl(i) all accrued but unpaid dividends
thereon to and including the date of such redemptidether or not declared.

(iii) If the funds of the Corporation legally avalile for redemption of shares of Series B Prefestedk are insufficient to redeem
the total number of shares of Series B Preferredkstubmitted for redemption pursuant to Redemptiotices, those funds which are leg:
available will be used to redeem the maximum pdssibmber of whole shares ratably among the holoessich shares who have submitted
Redemption Notices as of such date of determinafiba shares of Series B Preferred Stock not reddesmall remain outstanding and,
notwithstanding anything herein to the contrarglstemain entitled to all rights and preferencdseowise provided herein.

(b) Redemption at the Option of the Corporation.

(i) On or at any time following the seventh anngaey of the Series B Issue Date, the Corporation medeem, in whole or in part,
the Series B Preferred Stock at a redemption péceshare equal to the Liquidation Preference éiseoRedemption Date (the “ Redemption
Price”); provided, that the Corporation may not exerageh right of redemption unless: (i) the RegigtraStatement (as defined below) is
effective, (ii) the average of the closing pricésh® Common Stock as reported by The Nasdaq S¥tarket over the twenty consecutive
trading-day period ending not more than five busingays prior to the date of the Corporation Ndiieedefined below) is greater than or
equal to the product of (x) the Series B Conversidne in effect on the last day of such twentyssmmtive trading-day period and (y) 2.50,
and (iii) during the period beginning on the dat¢he Corporation Notice (as defined below) andieg@n the Redemption Date (as defined
below) (1) the Corporation shall not have receiaay request from the SEC or any other federalaie gfovernmental authority for
amendments or supplements to the RegistrationrBéaieor related prospectus or for additional infation; (2) no stop order suspending the
effectiveness of the Registration Statement oirtti@tion of any proceedings for that purpose Bhale been issued by the SEC or any other
federal or state governmental authority; (3) thegBoation shall not have received any notificatigth respect to the suspension of the
qualification or exemption from qualification of¢fCommon Stock for sale in any jurisdiction or ithigation of any proceeding for such
purpose; and (4) there shall not have occurredceaent or circumstance which would necessitate thkimg of any changes in the
Registration Statement or related prospectus, ydanoument incorporated or deemed to be incorpdititerein by reference, so that, in the
case of the Registration Statement, it will notteonany untrue statement of a material fact or@mjssion to state a material fact required to
be stated therein or necessary to make the stateitimemein not misleading, and that in the cagb®felated prospectus, it will not contain
any untrue statement of a material fact or any simisto state a material fact required to be stdterkin or necessary to make the statements
therein, in the light of the circumstances undeicWwithey were made, not misleading. Any redemptiffiacted pursuant to this Section (5)(b)
() shall be made on a pro rata basis among thaehelof the Series B Preferred Stock in propottiiothe number of shares of Series B
Preferred Stock then held by them.
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(ii) The Corporation shall provide written notideg “ Corporation Notic&) by first class mail postage prepaid, to eachdbobf
record (determined at the close of business obubk@ess day next preceding the day on which thpdZation Notice is given) of the Series
B Preferred Stock to be redeemed, at the addrsissHawn on the records of this Corporation fohsalder, notifying such holder of the
redemption to be effected, specifying the numbeshafres to be redeemed from such holder, specifiimngate of redemption (the “
Redemption Dat#&), the Redemption Price, the place at which payimesty be obtained and calling upon such holdeuteesder to the
Corporation, in the manner and at the place designais, her or its certificate or certificatepnesenting the shares to be redeemed; pro
that the Redemption Date shall be not less thaaey® from the date of the Corporation Notice. Exespprovided in Section (5)(b)(iii), on
after the Redemption Date, each holder of SeriPsdBerred Stock to be redeemed shall surrend&et@orporation the certificate or
certificates representing such shares, in the nmmaantkat the place designated in the CorporatiaicBloand thereupon the Redemption Price
of such shares shall be payable to the order gb¢hgon whose name appears on such certificatertificates as the owner thereof and each
surrendered certificate shall be cancelled. Inetrent less than all the shares represented byuatycertificate are redeemed, a new certifi
shall be issued representing the unredeemed shares.

(iii) From and after the Redemption Date, unlessdtshall have been a default in payment of theeR@tion Price, all rights of
the holders of shares of Series B Preferred Steslgdated for redemption in the Corporation Notiséholders of Series B Preferred Stock
(except the right to receive the Redemption Prithaut interest upon surrender of their certificatecertificates) shall cease with respect to
such shares, and such shares shall not thereaftearisferred on the books of the Corporation acidemed to be outstanding for any purpose
whatsoever. If the funds of the Corporation legalxilable for redemption of shares of Series BePred Stock on any Redemption Date are
insufficient to redeem the total number of sharfeSaries B Preferred Stock to be redeemed on saieh those funds which are legally
available will be used to redeem the maximum pdssibmber of such shares ratably among the holtfessch shares to be redeemed based
upon their holdings of Series B Preferred Stocle $hares of Series B Preferred Stock not redeehadldremain outstanding and entitled to
all the rights and preferences provided hereiraijt time thereafter when additional funds of thepOeation are legally available for the
redemption of shares of Series B Preferred Stagi) funds will immediately be used to redeem tHarx of the shares which the
Corporation has become obliged to redeem on angiRption Date but which it has not redeemed.

(c) Definitions.

(i) “ Change of Controt shall mean: (i) the acquisition by any persorigroup” (as described in Rule 13d-5(b)(1) promuéght
under the Securities Exchange Act of 1934), of lielaé ownership of securities of the Corporati@presenting more than 50% of the voting
power of the Corporation; or (ii) a merger or cditation of the Corporation or a sale of all or stantially all of the assets of the Corpora
in one or a series of related transactions, uritdksving such transaction or series of transactjdhe holders of the Corporation’s securities
prior to the first such transaction continue tochat least a majority of the voting power of thevéting entity or acquirer of such assets.
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(i) “ Registration Effective Daté shall mean the first date on which the Registratbtatement has been declared effective.

(iii) “ Registration Statemeritshall mean the Corporation’s registration statemmder the Securities Act of 1933, as amended,
covering the registration of (a) the shares of Cami8tock issuable upon conversion of the SerieseieRed Stock and (b) the shares of
Common Stock issuable upon exercise of the War(astdefined).

(iv) “ Warrants” shall mean, collectively, those Common Stock lase Warrants to purchase shares of Common Stdwik to
issued pursuant to the Securities Purchase Agradmgeand among the Corporation and the other paitiereto.

(d) No Redemption of Junior Preferred Stock.So long as any shares of Series B Preferred Stectuastanding, the Corporation shall
not redeem any shares of Junior Preferred Stoakypother shares of Preferred Stock that havedaiign or dividend rights that are
subordinate to those of the Series B PreferredkSpovided, however, the foregoing shall not phitihe Corporation from redeeming
shares of Series A Preferred Stock pursuant tdddes(a) of the Certificate of Designation of Serie Convertible Preferred Stock as in
effect on the Series B Original Issue Date (theri€s A Certificaté) if (x) a number of shares of Series B Prefer&dck equal to or greater
than 80% of the sum of the total number of shaf&edes B Preferred Stock (1) issued upon conwersf the Tranche | Notes (as defined in
that certain Securities Purchase Agreement, dated llarch 12, 2003, by and between the Corporatiahcertain purchasers (* Securities
Purchase Agreemet}f), and (2) issued and, as of the date of suclnGéaf Control, issuable under the Sanmina Notesl¢fined in the
Securities Purchase Agreement), and (3) withoulichfon, any other shares of Series B PreferrediSissued in connection with the Third
Closing (as defined in the Securities Purchase é&xgent) and any other shares of Series B Prefetmaik &sued on the Series B Original
Issue Date, have been either (1) redeemed, (2)igeldrfor redemption pursuant to a redemption motinder Section 5 of this Certificate of
Designation and/or (3) converted into Common Stmaisuant to Section 3 of this Certificate of Desitypn, and (y) the Corporation has
actually redeemed all shares of Series B Prefé&teck as to which a redemption notice has been idohto the Corporation.

SECTION 6. NOTICES . All notices, requests, consents, demands and otimemunications required or permitted under tldges B
Preferred Stock Certificate of Designation shallrberiting and shall be deemed to have been divgry made and received (a) when
delivered against receipt, (b) upon transmitteosfemation of the receipt of a facsimile transnoss which shall be followed by an original
sent otherwise in accordance with this SectiortBupon confirmed delivery by a standard overnigtier, or (d) if to a U.S. resident, upon
expiration of three business days after the daywaeposited in the U.S. mail, first class postagpaid, addressed to the Corporation at its
principal executive office, or at such other addreswhich the Corporation may notify the holdefSeries B Preferred Stock from time to
time, or if to a holder of Series B Preferred StockCommon Stock, to such holder’'s address as slgvihe records of the Corporation.
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SECTION 7. STATUS OF REACQUIRED SHARES. Shares of Series B Preferred Stock which have tsseied and converted,
redeemed or reacquired in any manner shall (upoptance with any applicable provisions of the lafishe State of Delaware) have the
status of authorized and unissued Preferred Stod&signated as to Series and may be redesignadagiasued.

SECTION 8. ISSUANCE OF ADDITIONAL SHARES OF SERIES B. Except as required under the Securities Purchaseeftent,
the Company may not issue shares of the Seriegferired Stock without the consent of a majorityhaf shares of Series B Preferred Stock
then outstanding.
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AMENDED AND RESTATED

NOVATEL WIRELESS, INC.
2000 STOCK INCENTIVE PLAN

SECTION 1. INTRODUCTION.

The Company’s Board of Directors adopted the Ndwafieeless, Inc. 2000 Stock Incentive Plan on Ry 2000 (the “Adoption

Date”), and the Company’s stockholders approvedPtha on September 13, 2000. The Plan is effectivihe date of our initial public
offering.

The purpose of the Plan is to promote the long-tsuntess of the Company and the creation of shigiehwalue by offering Key
Employees an opportunity to acquire a proprietatgrest in the success of the Company, or to isersach interest, and to encourage
such selected persons to continue to provide ssvathe Company and to attract new individuath wutstanding qualifications.

The Plan seeks to achieve this purpose by providingwards in the form of Restricted Stock, Stadhkits, Stock Appreciation Rights
and Options (which may be Incentive Stock Optionslenstatutory Stock Options).

The Plan shall be governed by, and construed iordaace with, the laws of the State of Delawared¢exits choice-of-law provisions).
Capitalized terms shall have the meaning provideSidction 2 unless otherwise provided in this Plathe applicable Stock Option
Agreement, SAR Agreement, Stock Unit Agreement @stRcted Stock Agreement.

SECTION 2. DEFINITIONS.

(a) “ Affiliate " means any entity other than a Subsidiary, if@menpany and/or one or more Subsidiaries own nettlean 50% of such
entity. For purposes of determining an individuad8&rvice,” this definition shall include any egtibther than a Subsidiary, if the
Company, a Parent and/or one or more Subsidianesnot less than 50% of such entity.

(b) “Award” means any award of an Option, SAR, Stock Unit astiReted Stock under the Plan.
(c) *“ Board” means the Board of Directors of the Company, astidated from time to time



(d) “Change In Control” except as may otherwise be provided in a Stockodpiigreement, SAR Agreement, Stock Unit Agreeme
Restricted Stock Agreement, means the occurrenaaybdf the following:

(i) The consummation of a merger or consolidatibthe Company with or into another entity or anjetcorporate
reorganization, if more than 50% of the combinetingppower of the continuing or surviving entitysecurities outstanding
immediately after such merger, consolidation oeotieorganization is owned by persons who werestoatkholders of the
Company immediately prior to such merger, constiliaheor other reorganization;

(i) The sale, transfer or other disposition of@llsubstantially all of the Company’s assets;

(iii) A change in the composition of the Board,aaesult of which fewer that orlf of the incumbent directors are direc
who either (i) had been directors of the Companyhendate 24 months prior to the date of the etl@itmay constitute a Change
in Control (the “original directors™r (ii) were elected, or nominated for electionthte Board with the affirmative votes of at le
a majority of the aggregate of the original direstawho were still in office at the time of the dlea or nomination and the
directors whose election or nomination was previoss approved;

(iv) Any transaction as a result of which any parbecomes the “beneficial owner” (as defined ineRLBd-3 under the
Exchange Act), directly or indirectly, of securstief the Company representing at least 20% ofdtaé voting power represented
by the Company’s then outstanding voting securifies purposes of this Paragraph (iii), the terrar§on” shall have the same
meaning as when used in sections 13(d) and 14(thedExchange Act but shall exclude:

(A) A trustee or other fiduciary holding securiti@sder an employee benefit plan of the Companysutasidiary of
the Company;

(B) A corporation owned directly or indirectly blyet stockholders of the Company in substantiallystrae
proportions as their ownership of the common stufdhe Company; and

(C) The Company; or
(v) A complete liquidation or dissolution of the @pany.
(e) “ Code” means the Internal Revenue Code of 1986, as aatkend

(H “ Committee " means a committee consisting of one or more mesntiethe Board that is appointed by the Boardd@sscribed in
Section 3) to administer the Plan.

(9) “ Common Stock” means the Company’s common stock.
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(h) “ Company” means Novatel Wireless, Inc., a Delaware corpomnat

() “ Consultant” means an individual who performs bona fide sersito the Company, a Parent, a Subsidiary or aliaddfother than
as an Employee or Director or Non-Employee Director

(j) “ Director " means a member of the Board who is also an Enegloy

(k) “ Disability " means that the Key Employee is unable to engagay substantial gainful activity by reason of amgdically
determinable physical or mental impairment which ba expected to result in death or which hasdastean be expected to last for a
continuous period of not less than 12 months.

() “ Employee” means any individual who is a common-law emplogéthe Company, a Parent, a Subsidiary or aniAfél
(m) “ Exchange Act” means the Securities Exchange Act of 1934, asdet:

(n) “ Exercise Price” means, in the case of an Option, the amount fdckwva Share may be purchased upon exercise of@ptibn, as
specified in the applicable Stock Option Agreem#égxercise Price,” in the case of a SAR, meansmaumt, as specified in the
applicable SAR Agreement, which is subtracted ftbmFair Market Value of a Share in determiningah®@unt payable upon exercise
of such SAR.

(0) “ Fair Market Value " means the market price of Shares, determinedi®@yCommittee as follows:

(i) If the Shares were traded on a stock exchangh® date in question, then the Fair Market Vaha! be equal to the last
trading price reported by the applicable compdads#asactions report for such date;

(i) If the Shares were traded over-the-countettendate in question and were classified as amatinarket issue, then the
Fair Market Value shall be equal to the last trggince quoted by the NASDAQ system for such date;

(iii) If the Shares were traded over-the-countettmndate in question but were not classified aatenal market issue, then
the Fair Market Value shall be equal to the meawéen the last reported representative bid anddasiees quoted by the
NASDAQ system for such date; and

(iv) If none of the foregoing provisions is applite, then the Fair Market Value shall be determingthe Committee in
good faith on such basis as it deems appropriate.

Whenever possible, the determination of Fair Makkatie by the Committee shall be based on the grieported in the Wall
Street Journal Such determination shall be conclusive and bimdim all persons.
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(p) “ Grant " means any grant of an Award under the Plan.
(@) “ Incentive Stock Option” or “ ISO " means an incentive stock option described in Cmigion 422(b).

(r) “ Key Employee” means an Employee, Director, Non-Employee DireotoConsultant who has been selected by the Camertid
receive an Award under the Plan.

(s) “ Non-Employee Director” means a member of the Board who is not an Empgloye

(t) “ Nonstatutory Stock Option” or “ NSO ” means a stock option that is not an ISO.

(u) “ Option " means an ISO or NSO granted under the Plan iegtithe Optionee to purchase Shares.
(v) “ Optionee” means an individual, estate or other entity thatls an Option.

(w) “ Parent” means any corporation (other than the Compangninnbroken chain of corporations ending withGoenpany, if each

of the corporations other than the Company ownskgpossessing fifty percent (50%) or more of thtaltoombined voting power of all
classes of stock in one of the other corporatiorsich chain. A corporation that attains the stafesParent on a date after the adoption
of the Plan shall be considered a Parent commemamd such date.

(x) “Participant” means an individual or estate or other entity tirddls an Award.

(y) “ Plan” means this Novatel Wireless, Inc. 2000 Stock inise Plan as it may be amended from time to time.

(z) “Restricted Stock” means a Share awarded under the Plan.

(aa)“Restricted Stock Agreement” means the agreement described in Section 8 evitlgeeich Award of Restricted Stock.
(bb) “SAR Agreement” means the agreement described in Section 9 evitgeeich Award of a Stock Appreciation Right.
(cc) “ Securities Act” means the Securities Act of 1933, as amended.

(dd) “ Service” means service as an Employee, Director, Non-EgggdDirector or Consultant.

(ee) “Share” means one share of Common Stock.

(ff) “Stock Appreciation Right” or “SAR” means a stock appreciation right awarded undelPlidre

(9g) “ Stock Option Agreement” means the agreement described in Section 6 egiiigreach Grant of an Option.
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(hh)“Stock Unit” means a bookkeeping entry representing the equivafea Share, as awarded under the Plan.
(i) “Stock Unit Agreement” means the agreement described in Section 8 eviutgeeich Award of Stock Units.

(i) “ Subsidiary " means any corporation (other than the Compangnininbroken chain of corporations beginning wigh €ompany,
if each of the corporations other than the laspomation in the unbroken chain owns stock possgd#iy percent (50%) or more of the
total combined voting power of all classes of stockne of the other corporations in such chaicofporation that attains the status
Subsidiary on a date after the adoption of the Blail be considered a Subsidiary commencing asdf date.

(kk) “ 10-Percent Shareholdef means an individual who owns more than ten pertEdo) of the total combined voting power of all
classes of outstanding stock of the Company, iterRar any of its subsidiaries. In determiningcktownership, the attribution rules of
section 424(d) of the Code shall be applied.

SECTION 3. ADMINISTRATION.

(a) Committee Composition. A Committee appointed by the Board shall admémitte Plan. The Board shall designate one of the
members of the Committee as chairperson. If no Citieerhas been approved, the entire Board shadititote the Committee.
Members of the Committee shall serve for such peofctime as the Board may determine and shallbgest to removal by the Board
at any time. The Board may also at any time tertaitize functions of the Committee and reassumgoallers and authority previously
delegated to the Committee.

With respect to officers or directors subject tetia 16 of the Exchange Act, the Committee shatisist of those individuals who sh
satisfy the requirements of Rule 16b-3 (or its sgsor) under the Exchange Act with respect to Awgrdnted to persons who are
officers or directors of the Company under Sectli6rof the Exchange Act. Notwithstanding the presisantence, failure of the
Committee to satisfy the requirements of Rule 1&hal not invalidate any Awards granted by sucm@ittee.

The Board may also appoint one or more separatenitbees of the Board, each composed of one or whioeetors of the Company w
need not qualify under Rule 16b-3, who may admanigie Plan with respect to Key Employees who ateansidered officers or
directors of the Company under Section 16 of theharge Act, may grant Awards under the Plan to g&hEmployees and may
determine all terms of such Awards.

Either the Board or the Committee shall adminititerPlan with respect to all Awards granted to Nwnployee Directors.
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(b) Authority of the Committee . Subject to the provisions of the Plan, the Corterishall have full authority and discretion toetaiy
actions it deems necessary or advisable for therastmation of the Plan. Such actions shall include

(i) selecting Key Employees who are to receive Algsainder the Plan;

(i) determining the type, number, vesting requiesits and other features and conditions of such dsyar
(iii) interpreting the Plan; and

(iv) making all other decisions relating to the mgi®n of the Plan.

The Committee may adopt such rules or guidelined, @ems appropriate to implement the Plan. TémBittee’s determinations
under the Plan shall be final and binding on atbpas.

(c) Indemnification . Each member of the Committee, or of the Boardll &le indemnified and held harmless by the Comzagginst
and from (i) any loss, cost, liability, or expertsat may be imposed upon or reasonably incurrelirayor her in connection with or
resulting from any claim, action, suit, or proceegio which he or she may be a party or in whiclothghe may be involved by reaso!
any action taken or failure to act under the Plaany Stock Option Agreement, SAR Agreement, Stdok Agreement or Restricted
Stock Agreement, and (ii) from any and all amouypal by him or her in settlement thereof, with @@mpany’s approval, or paid by
him or her in satisfaction of any judgment in aogls claim, action, suit, or proceeding against bimher, provided he or she shall give
the Company an opportunity, at its own expenshatalle and defend the same before he or she ukégtmhandle and defend it on
or her own behalf. The foregoing right of indemesfiion shall not be exclusive of any other rightsndemnification to which such
persons may be entitled under the Company’s Geatdiof Incorporation or Bylaws, by contract, asaiter of law, or otherwise, or
under any power that the Company may have to indgrtivem or hold them harmless.

SECTION 4. ELIGIBILITY.

(a) General Rules. Only Employees, Directors, Non-Employee Directamsl Consultants shall be eligible for designatisriKey
Employees by the Committee.

(b) Incentive Stock Options. Only Key Employees who are common-law employdéee@Company, a Parent or a Subsidiary shall be
eligible for the grant of ISOs. In addition, a KEynployee who is a 10-Percent Shareholder shaba&tigible for the grant of an ISO
unless the requirements set forth in section 422of the Code are satisfied.

(c) Non-Employee Director Options. Non-Employee Directors shall also be eligibledoeive Options as described in this Section 4(c)
from and after the date the Board has determin@dpéement this provision.

(i) Each eligible Non-Employee Director shall beugted, upon joining the Board, an NSO to purchast® 20,000 Shares
(subject to adjustment under Section 10)



as a result of his or her election or appointmera &lon-Employee Director. All Options granted piarg to this Section 4 shall
vest and become exercisable provided the individusérving as a director of the Company as ofvdsting date as follows: 25%
of the Options shall vest on the first anniversafrgrant, and the balance of such options shatline36 equal monthly
installments thereafter commencing on the datenometh and one year after the date of grant. Nostaiiding the foregoing, the
Board or the Committee shall be permitted to malah other grants hereunder, from time to time, ém{Employee Directors and
to determine the vesting schedule or schedulestihas it determines in its reasonable good faditrettion and as set forth in a
duly adopted resolution thereof.

(i) All NSOs granted to Non-Employee Directors endhis Section 4(c) shall become exercisablelirrfuhe event of
Change in Control with respect to the Company.

(iii) The Exercise Price under all NSOs granted fdon-Employee Director under this Section 4(c)Idf@equal to one
hundred percent (100%) of the Fair Market Valua &hare of Common Stock on the date of grant, payatone of the forms
described in Section 7.

(iv) All NSOs granted to a Non-Employee Directodenthis Section 4(c) shall terminate on the eadie
(1) The 10th anniversary of the date of grant; or
(2) The date ninety (90) days after the terminatibauch Non-Employee Director’s service for angsan.

SECTION 5. SHARES SUBJECT TO PLAN.

(a) Basic Limitation . The stock issuable under the Plan shall be ai@gebbut unissued Shares or treasury Shares. Tdregae
number of Shares reserved for Awards under the $Hah not exceed 5,500,000.

(b) Annual Addition . Beginning with the first fiscal year of the Comgabeginning after the Effective Date, on the fitay of each
fiscal year, Shares will be added to the Plan etputide lesser of (i) 100,000 Shares, (ii) three@et (3%) of the outstanding shares in
the last day of the prior fiscal year, or (iii) duesser number of Shares as may be determindtet®dard in its sole discretion.

(c) Additional Shares. If Awards are forfeited or terminate for any atheason before being exercised, then the Shaderlyimg such
Awards shall again become available for Awards utide Plan. If SARs are exercised, then only thalmer of Shares (if any) actually
issued in settlement of such SARs shall reducatineber available under Section 5(a) and the balghak again become available for
Awards under the Plan.



(d) Dividend Equivalents. Any dividend equivalents distributed under tharP$hall not be applied against the number of Share
available for Awards whether or not such dividegdiealents are converted into Stock Units.

(e) Limits on Options and SARs. No Key Employee shall receive Options to purctisares and/or SARs during any fiscal year
covering in excess of 1,000,000 Shares, or 2,0003b@res in the first fiscal year of a Key Emplogemployment with Company.

(f) Limits on Restricted Stock and Stock Units No Key Employee shall receive Award(s) of Res#dcStock and/or Stock Units
during any fiscal year covering in excess of 500,80ares, or 1,000,000 Shares in the first fiseat vf a Key Employee’s employment
with Company.

SECTION 6. TERMS AND CONDITIONS OF OPTIONS.

(a) Stock Option Agreement. Each Grant under the Plan shall be evidenced3tpek Option Agreement between the Optionee ag
Company. Such Option shall be subject to all applie terms and conditions of the Plan and may bgstuto any other terms and
conditions that are not inconsistent with the Rlad that the Committee deems appropriate for immiuis a Stock Option Agreement.
The provisions of the various Stock Option Agreets@mtered into under the Plan need not be iddnfic&tock Option Agreement
may provide that new Options will be granted autticadly to the Optionee when he or she exercisegptior Options. The Stock
Option Agreement shall also specify whether theidpits an ISO or an NSO.

(b) Number of Shares. Each Stock Option Agreement shall specify the Ineinof Shares that are subject to the Option aatl gtovide
for the adjustment of such number in accordanck ®ction 9.

(c) Exercise Price. An Option’s Exercise Price shall be establishgdhe Committee and set forth in a Stock Optioneggnent. To the
extent required by applicable law the Exercisedaitan 1ISO shall not be less than 100% of the Maitket Value (110% for 1®ercen
Shareholders) of a Share on the date of Granhdrtase of an NSO, a Stock Option Agreement magifgmn Exercise Price that var
in accordance with a predetermined formula whieeN$O is outstanding.

(d) Exercisability and Term . Each Stock Option Agreement shall specify the adien all or any installment of the Option is to
become exercisable. The Stock Option Agreement alsal specify the term of the Option; providedtttie term of an ISO shall in no
event exceed ten (10) years from the date of GAaNntSO that is granted to a Rercent Shareholder shall have a maximum ternve
(5) years. No Option can be exercised after thératkpn date provided in the applicable Stock Optkgreement. A Stock Option
Agreement may provide for accelerated exercisghilithe event of the Optionee’s death, disabiityetirement or other events and
may provide for expiration prior to the end oftiésm in the event of the termination of the Optieseservice. A Stock Option
Agreement may permit an Optionee to exercise am@pefore it is
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vested, subject to the Company’s right of repurelager any Shares acquired under the unvestedpatithe Option (an “early
exercise”), which right of repurchase shall lapstha same rate the Option would have vested hexe theen no early exercise. In no
event shall the Company be required to issue fraatiShares upon the exercise of an Option.

(e) Modifications or Assumption of Options. Within the limitations of the Plan, the Committ@ay modify, extend or assume
outstanding options or may accept the cancellaifayutstanding options (whether granted by the Caamgpor by another issuer) in
return for the grant of new Options for the sama different number of Shares and at the sameldfexent Exercise Price. The
foregoing notwithstanding, no modification of ant@p shall, without the consent of the Optione&grabr impair his or her rights or
obligations under such Option.

(f) Transferability of Options . Except as otherwise provided in the applicabtelSOption Agreement and then only to the extent
permitted by applicable law, no Option shall besferable by the Optionee other than by will otthy laws of descent and distribution.
Except as otherwise provided in the applicable S@ption Agreement, an Option may be exercisednduttie lifetime of the Optionee
only or by the guardian or legal representativehefOptionee. No Option or interest therein maydsigned, pledged or hypothecated
by the Optionee during his lifetime, whether by @gi®n of law or otherwise, or be made subjectdecation, attachment or similar
process.

(9) No Rights as Stockholder. An Optionee, or a transferee of an Optionee| $laale no rights as a stockholder with respectto a
Common Stock covered by an Option until such petmmomes entitled to receive such Common Stockibyg & notice of exercise
and paying the Exercise Price pursuant to the tefreach Option.

(h) Restrictions on Transfer. Any Shares issued upon exercise of an Optionl bhadubject to such rights of repurchase, righfast
refusal and other transfer restrictions as the Citteenmay determine. Such restrictions shall applgddition to any restrictions that
may apply to holders of Shares generally and sisdl comply to the extent necessary with applickble

SECTION 7. PAYMENT FOR OPTION SHARES.

(a) General Rule. The entire Exercise Price of Shares issued ugercise of Options shall be payable in cash atithe when such
Shares are purchased, except as follows:

(i) In the case of an ISO granted under the Plapment shall be made only pursuant to the expmesgsons of the
applicable Stock Option Agreement. The Stock Opfigneement may specify that payment may be madayrform(s) describe
in this Section 7.

(i) In the case of an NSO granted under the RlaCommittee may in its discretion, at any timeegt payment in any
form(s) described in this Section 7.



(b) Surrender of Stock. To the extent that this Section 7(b) is applieabbhyment for all or any part of the Exercise &ritay be made
with Shares which have already been owned by th@o@ge for such duration as shall be specifiedhgyGommittee. Such Shares shall
be valued at their Fair Market Value on the datenvtine new Shares are purchased under the Plan.

(c) Promissory Note. To the extent that this Section 7(c) is applieabbyment for all or any part of the Exercise &€ritay be made
with a full-recourse promissory note.

(d) Other Forms of Payment. To the extent that this Section 7(d) is applieapbyment may be made in any other form that is
consistent with applicable laws, regulations aridsu

SECTION 8. TERMS AND CONDITIONS FOR AWARDS OF RESTRICTED STOCK AND STOCK UNITS.

(&) Time, Amount and Form of Awards. Awards under this Section 8 may be granted irfdha of Restricted Stock in the form of
Stock Units, or in any combination of both. Res&itStock or Stock Units may also be awarded inbtoation with NSOs or SARs,
and such an Award may provide that the RestrictedkSor Stock Units will be forfeited in the evehat the related NSOs or SARs are
exercised.

(b) Agreements. Each Award of Restricted Stock or Stock Unitserttie Plan shall be evidenced by a RestrictedkSigceement or
Stock Unit Agreement between the Participant aeddbmpany. Such Awards shall be subject to alliegiple terms and conditions of
the Plan and may be subject to any other termganditions that are not inconsistent with the Rlad that the Committee deems
appropriate for inclusion in the applicable Agre@mé&he provisions of the various Agreements extér® under the Plan need not be
identical.

(c) Payment for Restricted Stock or Stock Unit AwardsRestricted Stock or Stock Units may be issued witvithout cash
consideration under the Plan.

(d) Form and Time of Settlement of Stock UnitsSettlement of vested Stock Units may be made ifiahm of (i) cash, (ii) Shares or
(iii) any combination of both. The actual numbeiStbck Units eligible for settlement may be largesmaller than the number includ
in the original Award, based on predetermined perémce factors. Methods of converting Stock Umite cash may include (without
limitation) a method based on the average Fair Blavlalue of Shares over a series of trading dagstad Stock Units may be settlet
a lump sum or in installments. The distribution noagur or commence when all vesting conditionsiapple to the Stock Units have
been satisfied or have lapsed, or it may be defé¢oany later date. The amount of a deferredidigion may be increased by an
interest factor or by dividend equivalents. Until&award of Stock Units is settled, the number afts&tock Units shall be subject to
adjustment pursuant to Section 10.
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(e) Vesting Conditions.Each Award of Restricted Stock or Stock Units shaltome vested, in full or in installments, upotiséaction
of the conditions specified in the applicable Agneat. An Agreement may provide for acceleratedingsh the event of the
Participant’s death, Disability or retirement ohet events.

(f) Assignment or Transfer of Restricted Stock or StoclJnits. Except as provided in Section 13, or in a Resuli@®ock Agreement
or Stock Unit Agreement, or as required by applieddw, a Restricted Stock or Stock Unit Award deahunder the Plan shall not be
anticipated, assigned, attached, garnished, omtidrensferred or made subject to any creditor&ess, whether voluntarily,
involuntarily or by operation of law. Any act inolation of this Section 8(f) shall be void. Howeytitis Section 8(f) shall not precluds
Participant from designating a beneficiary who wéiteive any outstanding Restricted Stock or Stdiwk Awards in the event of the
Participant’s death, nor shall it preclude a transf Restricted Stock or Stock Unit Awards by witlby the laws of descent and
distribution.

(9) Death of Stock Units RecipientAny Stock Unit Award that becomes payable afterAlard recipient’s death shall be distributed
to the recipient’s beneficiary or beneficiariescEaecipient of a Stock Unit Award under the Plaalsdesignate one or more
beneficiaries for this purpose by filing the prélsed form with the Company. A beneficiary desigoatimay be changed by filing the
prescribed form with the Company at any time betbeerecipient’s death. If no beneficiary was deatgd or if no designated
beneficiary survives the recipient, then any Stdolit Award that becomes payable after the recifsesidath shall be distributed to the
recipient’s estate.

(h) Trusts. Neither this Section 8 nor any other provisiont@ Plan shall preclude a Participant from transfgror assigning Restricti
Stock to (a) the trustee of a trust that is reviecaly such Participant alone, both at the timehefttansfer or assignment and at all times
thereafter prior to such Participant’s death, 9riile trustee of any other trust to the extent @ypga in advance by the Committee in
writing. A transfer or assignment of Restrictedcktérom such trustee to any person other than Baeticipant shall be permitted only
to the extent approved in advance by the Commiittegiting, and Restricted Stock held by such teesshall be subject to all of the
conditions and restrictions set forth in the Plad & the applicable Restricted Stock Agreementf, sisch trustee were a party to such
Agreement.

(i) Voting and Dividend Rights. The holders of Restricted Stock awarded under ke $hall have the same voting, dividend and other
rights as the Company’s other stockholders. A Restt Stock Agreement, however, may require thathiblders of Restricted Stock
invest any cash dividends received in additionatfReted Stock. Such additional Restricted StoclIdle subject to the same conditi
and restrictions as the Award with respect to whighdividends were paid. Such additional Resuli@#&ck shall not reduce the num

of Shares available under Section 5.

(j) Stock Unit Voting and Dividend Rights.The holders of Stock Units shall have no votindtsg Prior to settlement or forfeiture, any
Stock Unit awarded under the Plan may, at the Cdteais discretion, carry with it a right to divid&equivalents. Such
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right entitles the holder to be credited with aroamt equal to all cash dividends paid on one Shhike the Stock Unit is outstanding.
Dividend equivalents may be converted into add#ldtock Units. Settlement of dividend equivalentsy be made in the form of cash,
in the form of Shares, or in a combination of b&thor to distribution, any dividend equivalentsigrhare not paid shall be subject to
the same conditions and restrictions as the Stattsltb which they attach.

(k) Creditors’ Rights. A holder of Stock Units shall have no rights ottiean those of a general creditor of the CompargelStnits
represent an unfunded and unsecured obligatiomeo€bmpany, subject to the terms and conditioneofpplicable Stock Unit
Agreement.

SECTIONS. TERMS AND CONDITIONS OF STOCK APPRECIATION RIGIST

(a) SAR Agreement.Each Award of a SAR under the Plan shall be evideixy a SAR Agreement between the Optionee and the
Company. Such SAR shall be subject to all appleadtms of the Plan and may be subject to any ¢dhers that are not inconsistent
with the Plan. The provisions of the various SARéaments entered into under the Plan need noteln¢iédl. SARs may be granted in
consideration of a reduction in the Optionee’s ptt@mpensation.

(b) Number of Shares.Each SAR Agreement shall specify the number of &ty which the SAR pertains and shall providelier
adjustment of such number in accordance with Sedtib

(c) Exercise Price.Each SAR Agreement shall specify the Exercise PACBAR Agreement may specify an Exercise Pricé thaes
in accordance with a predetermined formula whiee $\R is outstanding.

(d) Exercisability and Term. Each SAR Agreement shall specify the date whearahy installment of the SAR is to become
exercisable. The SAR Agreement shall also spehiteérm of the SAR. A SAR Agreement may providediocelerated exercisability
the event of the Optionesteath, Disability or retirement or other evemtd may provide for expiration prior to the endtsfterm in th:
event of the termination of the Optionee’s Servi8#&Rs may also be awarded in combination with QyatidRestricted Stock or Stock
Units, and such an Award may provide that the SARsot be exercisable unless the related OptiGestricted Stock or Stock Units
are forfeited. A SAR may be included in an ISO aafthe time of Grant but may be included in an N&he time of Grant or at any
subsequent time, but not later than six monthsrbefee expiration of such NSO. A SAR granted urtderPlan may provide that it will
be exercisable only in the event of a Change int@bn

(e) Exercise of SARsIf, on the date when a SAR expires, the ExercigeRmder such SAR is less than the Fair Marketi¥an such
date but any portion of such SAR has not been esator surrendered, then such SAR shall autonligtiva deemed to be exercised as
of such date with respect to such portion. Upon@se of a SAR, the Optionee (or any person hathegight to exercise the SAR after
his or her death) shall

12



receive from the Company (i) Shares, (ii) cashigrg combination of Shares and cash, as the Cdteenshall determine. The amount
of cash and/or the Fair Market Value of Sharesivedeupon exercise of SARs shall, in the aggredstesqual to the amount by which
the Fair Market Value (on the date of surrendetthefShares subject to the SARs exceeds the Eed?aice.

(f) Modification or Assumption of SARs.Within the limitations of the Plan, the Committeaymmodify, extend or assume outstanding
SARs or may accept the cancellation of outstan8iARs (whether granted by the Company or by ana#iseler) in return for the grant
of new SARs for the same or a different numberldr8s and at the same or a different Exercise .Prfee foregoing notwithstanding,
no modification of a SAR shall, without the consefithe Optionee, alter or impair his or her rigbtbligations under such SAR.

SECTION 10. PROTECTION AGAINST DILUTION.

(a) Adjustments . In the event of a subdivision of the outstandtgres, a declaration of a dividend payable in&har declaration of
dividend payable in a form other than Shares iarmapunt that has a material effect on the pricehafr&s, a combination or
consolidation of the outstanding Shares (by reiflaaion or otherwise) into a lesser number of i®isaa recapitalization,
reorganization, merger, liquidation, spin-off asimilar occurrence, the Committee shall make sulpistments as it, in its reasonable
discretion, deems appropriate in order to preveatilution or enlargement of rights hereundernie or more of:

(i) the number of Shares available for future Avgaathd the per person Share limits under Section 5;
(i) the number of Shares covered by each outstanéivard; or
(iii) the Exercise Price under each outstanding $ARption.

(b) Participant Rights . Except as provided in this Section 10, a Paricishall have no rights by reason of any issugaé&yCompany
of stock of any class or securities convertible istock of any class, any subdivision or consalihabf shares of stock of any class, the
payment of any stock dividend or any other increasgecrease in the number of shares of stockytkss.

SECTION 11. EFFECT OF A CHANGE IN CONTROL.

(a) Merger or Reorganization. In the event that the Company is a party to egeveor other reorganization, outstanding Awardsl sha
be subject to the agreement of merger or reorgéoizeSuch agreement may provide, without limitafifor the assumption of
outstanding Awards by the surviving corporationteparent, for their continuation by the Compaifiyhe Company is a surviving
corporation), for accelerated vesting or for tleaincellation with or without consideration.
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(b) Acceleration. The Committee may determine, at the time of gngrdn Award or thereafter, that such Award shatidme fully
vested as to all Shares subject to such Awardearettent that a Change in Control occurs with resjoetie Company.

SECTION 12. LIMITATIONS ON RIGHTS.

(a) Retention Rights. Neither the Plan nor any Award granted undePias shall be deemed to give any individual a rightemain ai
employee, consultant or director of the ComparRaeent, a Subsidiary or an Affiliate. The Compang &s Parents and Subsidiaries
and Affiliates reserve the right to terminate tle\&e of any person at any time, and for any neasobject to applicable laws, the
Company'’s Certificate of Incorporation and Bylawsla written employment agreement (if any).

(b) Stockholders’ Rights. A Participant shall have no dividend rights, magtrights or other rights as a stockholder witlpess to any
Shares covered by his or her Award prior to theasse of a stock certificate for such Shares. Nasawient shall be made for cash
dividends or other rights for which the record datprior to the date when such certificate is éklexcept as expressly provided in
Section 10.

(c) Regulatory Requirements. Any other provision of the Plan notwithstanditigg obligation of the Company to issue Shares under
the Plan shall be subject to all applicable lawkegs and regulations and such approval by any aégyl body as may be required. The
Company reserves the right to restrict, in wholengrart, the delivery of Shares pursuant to anyafdaprior to the satisfaction of all
legal requirements relating to the issuance of Siddres, to their registration, qualification atitig or to an exemption from
registration, qualification or listing.

SECTION 13. WITHHOLDING TAXES.

(a) General. A Participant shall make arrangements satisfadtothe Company for the satisfaction of any witllg tax obligations
that arise in connection with his or her Award. Twmpany shall not be required to issue any Sharaske any cash payment under
the Plan until such obligations are satisfied.

(b) Share Withholding . If a public market for the ComparsyShares exists, the Committee may permit a Paattitito satisfy all or pa

of his or her withholding or income tax obligatidmg having the Company withhold all or a portionaofy Shares that otherwise would
be issued to him or her or by surrendering all podion of any Shares that he or she previousiimed. Such Shares shall be valued at
their Fair Market Value on the date when taxesmwifse would be withheld in cash. Any payment ofesky assigning Shares to the
Company may be subject to restrictions, includimg,not limited to, any restrictions required bjesiof the Securities and Exchange
Commission.
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SECTION 14. DURATION AND AMENDMENTS.

(&) Term of the Plan. The Plan, as set forth herein, shall become &f=on the date of its adoption by the Board, sabjo the
approval of the Company’s stockholders. No OptionSARs shall be exercisable until such stockhoéggaroval is obtained. In the
event that the stockholders fail to approve the Rldhin twelve (12) months after its adoption bg Board, any Awards made shall be
null and void and no additional Awards shall be mafb the extent required by applicable law, ttenRhall terminate on the date that
is ten (10) years after its adoption by the Board may be terminated on any earlier date purswagecttion 14(b).

(b) Right to Amend or Terminate the Plan. The Board may amend or terminate the Plan atiare/and for any reason. The
termination of the Plan, or any amendment thergwd|l not affect any Award previously granted untther Plan. No Awards shall be
granted under the Plan after the Plan’s terminatanamendment of the Plan shall be subject tagproval of the Company’s
stockholders only to the extent required by appliedaws, regulations or rules.

SECTION 15. EXECUTION.

To record the adoption of the Plan by the Board Gompany has caused its duly authorized officexaxute this Plan on behalf of the
Company.

NOVATEL WIRELESS, INC.

By: /s/ John Majol

Title: Chief Executive Office
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Exhibit 23.1
INDEPENDENT AUDITORS’ CONSENT

The Board of Directors
Novatel Wireless, Inc

We consent to the incorporation by reference irrdgéstration statements (No. 333-53692) on Foréha®d (Nos. 333-112857, 333-
109321, 333-81190, and 333-100633) on Form S-3oeklel Wireless, Inc. and subsidiaries of our redated February 9, 2004, except for
paragraph 6 of Note 11 as to which the date is Mafg 2004 and Note &eries A Preferred Stoglas to which the date is March 25, 2004,
with respect to the consolidated balance shedtuwatel Wireless, Inc. as of December 31, 20032062, and the related consolidated
statements of operations, stockholders’ equity,@sh flows, for the years then ended, and refatadcial statement Schedule II, which
report appears in the December 31, 2003, annuattrep Form 10-K/A of Novatel Wireless, Inc. Oupogt dated February 9, 2004 refers to
revisions that were applied to the consolidatedrfoial statements to retroactively reflect a 1&Brreverse stock split of Novatel Wireless,
Inc.’s common stock approved on October 29, 2002.

As discussed in Note 6 to the consolidated findrst&ements, the Company has restated its coasetldinancial statements as of
December 31, 2003 and for the year then ended.

/sl KPMG LLP

San Diego, California
March 29, 2004
Exhibit 23.2
NOTICE REGARDING CONSENT OF ARTHUR ANDERSEN LLP

Section 11(a) of the Securities Act of 1933, asraded (the “Securities Act”), provides that if argripof a registration statement at the
time such part becomes effective contains an urstiatement of a material fact or an omission ttestamaterial fact required to be stated
therein or necessary to make the statements theoéimisleading, any person acquiring a securitgpant to such registration statement
(unless it is proved that at the time of such asitjah such person knew of such untruth or omigsioay sue, among others, every accour
who has consented to be named as having prepacsditified any part of the registration statemenias having prepared or certified any
report or valuation which is used in connectiorhvifte registration statement, with respect to taement in such registration statement,
report or valuation which purports to have beempared or certified by the accountant.

As previously disclosed in the company’s form 8kd on July 17, 2002, the Company dismissed Arthndersen LLP as its
independent public accountants and announcedhteatimpany had appointed KPMG LLP to replace Arfindersen LLP as its
independent public accountants.

Novatel's understanding is that the staff of the Securéie$s Exchange Commission has taken the positidrittiél not accept consen
from Arthur Andersen LLP if the engagement parired the manager for the Novatel audit are no longger Arthur Andersen LLP. Both tt
engagement partner and the manager for the Noaadi# are no longer with Arthur Andersen LLP. Aseault, Novatel has been unable to
obtain Arthur Andersen LLP’s written consent to theorporation by reference into the Registratitat&nents of its audit report with respect
to Novatel's financial statements as of Decembe2801 and 2000 for the years then ended.

Under these circumstances, Rule 437a under theiSeslct permits Novatel to file this Form 10-Kithwout a written consent from
Arthur Andersen LLP. As a result, however, Arthurdersen LLP will not have any liability under Seatil1(a) of the Securities Act for any
untrue statements of a material fact containetiénfinancial statements audited by Arthur Andeilsiel? or any omissions of a material fact
required to be stated therein. Accordingly, you lddae unable to assert a claim against Arthur AselelLLP under Section 11(a) of 1



Securities Act for any purchases of securities utfie Registration Statements made on or aftedabe of this Form 10-K. To the
extent provided in Section 11(b)(3)(C) of the Sés Act, however, other persons who are liabldarrSection 11(a) of the Securities Act,
including the Company’s officers and directors, rstilf rely on Arthur Andersen LLP’s original audiports as being made by an expert for

purposes of establishing a due diligence defenderu®ection 11(b) of the Securities Act.
Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
Pursuant to Section 302 of the Sarbanes-Oxley Act 2002

I, Peter Leparulo, certify that:

1. | have reviewed this annual report on Amendnmntl to Form 10-K on Form 10-K/A of Novatel WirsklInc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dactmit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the financial statememid,other financial information included in thisnaal report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this an
report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; an

(c) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of this annual repibid} has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are

reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifiole in the registrant’s

internal control over financial reportin

/s/ PETERL EPARULO

Peter Leparulo
Chief Executive Officer

Dated: March 30, 2004
Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

[, Dan L. Halvorson, certify that:

1. I have reviewed this annual report on AmendniNmtl to Form 10-K on Form 10-K/A of Novatel WirsteInc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a materialdacimit to state a material fact
necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with respect to
the period covered by this annual report;

3. Based on my knowledge, the financial statememts,other financial information included in thisnaal report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this an
report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(@) Designed such disclosure controls and procsdorecaused such disclosure controls and procedofee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Evaluated the effectiveness of the registradisslosure controls and procedures and presentgilsi report our conclusions about
the effectiveness of the disclosure controls andgutures, as of the end of the period coveredibyédport based on such
evaluation; ant



(c) Disclosed in this report any change in thestgnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of this annual repibid} has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) alngiave disclosed, based on our most recent evatuaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@) All significant deficiencies and material weaknes in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the regidf’s ability to record, process, summarize and refpanhcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the registrant’s
internal control over financial reportin

/s/ DAN L. H ALVORSON

Dan L. Halvorson
Vice President, Finance, Chief Accounting Officer
and Treasurer, Principal Financial and Accounting Cificer

Dated: March 30, 2004
Exhibit 32.1

CERTIFICATIONS
Each of the undersigned, in his capacity as thef@Eiecutive Officer and Chief Accounting Officefrovatel Wireless Inc., as the

case may be, provides the following certificatioeguired by 18 U.S.C. Section 1350, as createdeoyi@ 906 of the Sarbanes-Oxley Act of
2002:

1. This Report on Amendment No. 1 to Form 10-KFomm 10-K/A fully complies with the requirements®éction 13(a) and 15(d) of the
Securities Exchange Act of 1934, as amended; and

2. The information contained in the report faphesents, in all material respects, the finanaaldition and results of operations of the
Company.

IN WITNESS WHEREOF, the undersigned have set their hands hereto & &ath day of March, 2004.

/s/ PETERL EPARULO

Peter Leparulo
Chief Executive Officer

/s/ DAN L. H ALVORSON

Dan L. Halvorson
Vice President, Finance, Chief Accounting Officer
and Treasurer, Principal Financial and Accounting Cificer
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