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LETTER TO
SHAREHOLDERS
2011

Dear Shareholders,

2011 was a year of breakthroughs in product
innovation and a year of challenges. We believe
that our advanced product innovations continued
to set Powerwave apart in the industry. However,
turbulent market conditions have led to contraction

within the telecornmunications industry as a whale,

and Powerwave in particular. Through this
challenging period, we have remained steadfast
and focused on driving cost reductions and furthe
restructuring our business model. We bel eve*hat
our focus on operational eﬁ‘ iciency will enable
oned to build upon and
rm growth Qppfzrtuné’ties within the

Powerwave to be well posit
capture fong-te
wireless infrastructure marketplace.

During 2011 we introduced several new revolution-
ary products for next gpﬂmaﬁon 46 networks.
Ficocell product and our
MIMO Active Array Aﬂtem‘:a These new products
are key components in our advanced technology
solutions product portfolic, and also position
Powerwave as a leader in advanced small cell
praduct technology. We believe that over the next
few years, these products have the ability to
significantly rkaﬂgw he way wireless infrastruc-
ture is deployed. In addition, during the year we
continued to e 'pam‘ our focus on nen-commercial
government markets, including homeland defense
and military opp
RapidF(@x"‘ Mobile Deployment Unit, or RMBU, which
addresses the market for advanc od mobile
se!f~<:<')ma!nec deployment solutions, We continue

These included our LT

ortunities. We introduced our

to believe that there are significant long-terr
market opportunities in the non-commercial
wireless infrastructure marketplace.

We cantinue to believe that the long-term demand
for improvements in wireless infrastructure remains
strong, as global demand for data continues to
grow and wirele
promote their plans to improve existing coverage
and add additional capacity, in the form of 46 LTE
capabilities, to wireless networks across the g!ob&
Therefore, while we remain extre nelq cautious i

our outiook, we believe we will see futur
in wprm spending in global wireless mfrastmtmre

arkets that should benefit Fowerwave,

s network operators continue to

increases

<l

As we continue to closely monitor our business,
we remain focused on seeing our restructuring
plan through and providing the best value and

service po

ble to our customers. We sincerely
value our shareholders’ continued support and will

ontinue to work difigently to achieve our goals and
drive for further improvements in Powerwave's
performance,

nald J. Buschur
Pressdant & Chief Executive Officer
September 2012




UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K
X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the fiscal year ended January 1, 2012
OR
[l TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission File Number 000-21507

POWERWAVE TECHNOLOGIES, INC.

(Exact name of registrant as specified in its charter)

Delaware 11-2723423
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

1801 E. St. Andrew Place, Santa Ana, CA 92705

(Address of principal executive offices, zip code)

(714) 466-1000

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act: Common Stock, Par Value $0.0001 NASDAQ Global Select Market
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes 01 No X
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the Exchange Act. Yes 01 No

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit and post such files). Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K
or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definition of “accelerated filer” and “large accelerated filer” in Rule 12b-2 of the Exchange Act.

Large accelerated filer OJ Accelerated filer
Non-accelerated filer [ Smaliler reporting company []

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes [0 No

As of July 3, 2011, the last business day of our most recently completed second fiscal quarter, the aggregate market value of the voting and
non-voting stock of the registrant held by non-affiliates of the registrant was approximately $513,913,200, which was computed based on the number
of shares held by non-affiliates of the registrant as of that date and the closing price of the registrant’s Common Stock, par value $0.0001 per share,
on the NASDAQ Global Select Market as of that date, which was $15.25 (adjusted to reflect the 1-for-5 reverse stock split of the registrant’s
outstanding Common Stock, which was made effective on October 28, 2011). For purposes of this calculation, the registrant has assumed that all
directors, officers and greater than 10% stockholders of the registrant are affiliates. This assumption shall not be deemed to reflect a determination
that such persons are affiliates of the registrant for any other purpose.

As of February 22, 2012 the number of outstanding shares of Common Stock, par value $0.0001 per share, of the registrant was 31,742,931.

Documents Incorporated by Reference

In accordance with Instruction G(3) to Form 10-K, certain information required by Part 11l of Form 10-K is incorporated by reference into this
Annual Report on Form 10-K by reference to an amendment to this Annual Report on Form 10-K, which will be filed within 120 days after the end
of the registrant’s fiscal year, which ended on January 1, 2012.




POWERWAVE TECHNOLOGIES, INC. AND SUBSIDIARIES

ANNUAL REPORT ON FORM 10-K FOR THE FISCAL YEAR ENDED JANUARY 1, 2012

TABLE OF CONTENTS
CAUTIONARY STATEMENT RELATED TO FORWARD LOOKING STATEMENTS .......cccooooviieeeievereecrenene.
PART1
ITEM 1. BUSINESS ...oovviiiiiiiiiriicicic ettt ettt s b e bbb b et e s et et e s snereteesenas
ITEM 1A. RiSK FACIOLS ....vuvviiiiiiiic ettt ss sttt ss s et srene e s s b s st
ITEM 1B. Unresolved Staff COMMENES ......c..coovereuiuririneeeniercernninte ettt ses
ITEM 2. PIOPEITIES ....c.ceiriieiercreiirt ettt ettt et s bbb s b bbb s s s st ses st esssesessasnsssasnnasesesan
ITEM 3. Legal PrOCEEAINGS. .....c.crviieeririireieiriet et se ettt bete s ereseeresesses et ess s se st esestessssentonenennas
ITEM 4. Mine Safety DISCIOSUIES ........cccoveeiiiiiierierictiteree ettt et re st te st s s et sesseeeeseesarenenes
PART II
ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
EqQUILY SECUTTHES .....ocuiiiiiiiiiiiciicri ettt te et ra e e s e et s ettt ts et sesenneseeas
ITEM 6. Selected Financial Data ...........co.ccvicviiivieinincineinreesies e et ae s s s s nnens
ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations........
ITEM 7A. Quantitative and Qualitative Disclosures About Market RisK...........ccococveernierimiiereieereeecnene.
ITEM 8. Financial Statements and Supplementary Data............cccoeverrririniriniecieeeieeee e
Report of Independent Registered Public Accounting Firm ...........ccccevuvveveericencncnnnnnnan.
Consolidated Balance ShEets .........ccoevcricierireininierninennn et e s sesssse e esenns
Consolidated Statements 0f OPerations...........cocoecvieverirrsiererrsieesseeees et eeeaes
Consolidated Statements of Comprehensive Operations...........c..coceeeeveeeerereeeeereeeeerenenennn.
Consolidated Statements of Shareholders’ EQUIty .........cccooveviciviveereeeeeceeeceeree et e
Consolidated Statements of Cash FIOWS .......ccooeiernnininecicicnnninenccceec e
Notes to Consolidated Financial Statements.............cccccvueueceririrvirrnineieneserreeeee e esesenns
Quarterly Financial Data (Unaudited) ...........ccccoeverreireveeinieieieiesciciee v
ITEM 9. Changes In and Disagreements with Accountants on Accounting and Financial Disclosure.......
ITEM 9A. Controls and ProCeAUIES .........c.coeci ettt saes et se bbb sseseas
ITEM9B.  Other INfOrmation ..........c.ccecccueueiiiirieniniiniienei ettt se st s e s sae s aes
PART 111
ITEM 10. Directors, Executive Officers and Corporate GOVEINANCE.................c.ocveverevererierereeereresernsriennenes
ITEM 11. EXECutive COMPENSALION .....ccceevieeeriieiiirieeirererresieeeesseeseessessessesssessesssssesssesesssessesssosesssersensosassons
ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related
StOCKhOIAET MALETS ......cueiiiiiiiciiricere ettt ettt et sta st e saeas b et eresbesaeresaeneas
ITEM 13. Certain Relationships and Related Transactions and Director Independence...........cccccouruenenee.
ITEM 14. Principal Accounting Fees and ServiCes...........cocorrirmrireieiinirneeeciecten et eeneees
PART IV
ITEM 15. Exhibits and Financial Statement SChedules ...........cocovvreiininnnniiecccee s
SIGNATURES ..ottt et e et s b e e e b e e e e b e b e b e bt b eban e s sesessararesessaasesraesesasessasassrsesensasass

14
28
28
28
28
29

29
31
32
51
54

55
57
58
59
60
61
62
85

86
86
86
87
87
87



CAUTIONARY STATEMENT RELATED TO FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K, or the annual report, contains “forward-looking statements” within the meaning of
Section 274 of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act
of 1934, as amended, or the Exchange Act, that concern matters that involve risks and uncertainties that could cause actual
results to differ materially from those projected in the forward-looking statements. These forward-looking statements are
intended to qualify for the safe harbor from liability established by the Private Securities Litigation Reform Act of 1995. All
statements other than statements of historical fact contained in this report, including, without limitation, statements
regarding future events, our future financial performance, our business strategy and plans and objectives of management for
future operations, are forward-looking statements. We have attempted to identify forward-looking statements by using
terminology including “anticipates,” “believes,” “can,” “continue,” “could,” “estimates,” “expects,” “intends,” “may,”
“plans,” “potential,” “predicts,” “should” or “will” or the negative of these terms or other comparable terminology.
Although we do not make forward-looking statements unless we believe we have a reasonable basis for doing so, we cannot
guarantee their accuracy. Such forward-looking statements are subject to risks, uncertainties and other factors that could
cause actual results and the timing of certain events to differ materially from future results expressed or implied by such
forward-looking statements. Actual results could differ materially from those projected in forward-looking statements as a
result of the following factors, among others:
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*  our reliance upon a few customers to generate the majority of our revenues;
*  areduction in our sales due to our strategic focus on growing sales of higher margin products;
o significant fluctuations in sales and operating results from quarter to quarter;

»  continued or increased economic weakness and uncertainty resulting from continuing high unemployment rates,
low consumer confidence, tight credit markets, the sovereign debt crisis affecting certain countries in the
European Union, and concerns about the level of sovereign debt within the United States;

*  reductions in demand for our products by certain customers;
*  our dependence upon single sources or limited sources for key components and products;

*  our potential need for additional capital in the future and the possibility that additional financing may not be
available on favorable terms or at all;

*  our potential failure to develop products that are of adequate quality and reliability, which could negatively
impact our ability to sell our products and could expose us to significant liabilities;

«  potential unexpected cost increases in coverage systems projects;

*  financial difficulties of our key customers or suppliers;

*  unanticipated restructuring costs and the need to undertake restructuring actions;

* increases in commodity and energy costs;

*  continuing declines in the sales prices of our products;

s potential direct competition from our suppliers, contract manufacturers and customers;
s the future growth, or lack of growth, in the wireless communications industry;

» inventory fluctuations due to our reliance on contract manufacturers, components and supply chains with long
lead times;

*  future additions to, or consolidations of manufacturing operations, which may present economic risks;
»  risks related to future acquisitions or strategic alliances;

»  our ability to enhance our existing products or develop new products that are sufficiently manufacturable and
meet our customers’ needs and requirements;

»  our ability to hire and retain highly-qualified technical and managerial personnel;

»  risks related to our international operations, particularly with respect to operations in Asia and Europe;

* delays in forecasted sales as a result of our lengthy initial sales cycle;

»  our ability to protect our intellectual property and third party claims of intellectual property infringement;

»  the nature and complexity of regulatory requirements that apply to us, and our ability to obtain or maintain any
required regulatory approvals;

*  the competitiveness of our industry, which is characterized by rapid technological change;



s variability in our quarterly and annual effective tax rate;
»  potential delisting from the NASDAQ Global Select Market;

*  volatility with respect to the price of our Common Stock as a result of our recent financial performance,
expectations regarding our future financial performance, or other factors;

*  potential decreases in the price of our Common Stock due to the issuance of Common Stock upon conversion of
our outstanding convertible instruments;

* defensive provisions contained in our charter and bylaws; and

»

*  other risks set forth in Item 14 of Part I of this annual report under the heading “Risk Factors.’

Readers are urged to carefully review and consider the various disclosures made by the Company, which attempt to
advise interested parties of the risks, uncertainties, and other factors that affect our business, operating results, financial
condition and stock price, including without limitation the disclosures made under the caption “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” in Item 7 of this annual report and in the consolidated
financial statements and notes thereto included elsewhere in this annual report. Because the risks and uncertainties
discussed in this annual report and other important unanticipated factors may affect the Company’s operating results, past
performance should not be considered as indicative of future performance, and investors should not use historical results to
anticipate results or trends in future periods. Furthermore, such forward-looking statements speak only as of the date of this
annual report. We expressly disclaim any intent or obligation to update any forward-looking statements after the date hereof
to conform such statements to actual results or to changes in our opinions or expectations except as required by applicable
law or the rules of the NASDAQ Stock Market.

HOW TO OBTAIN POWERWAVE SEC FILINGS

All reports filed by the Company with the Securities and Exchange Commission, or the SEC, are available free of
charge via EDGAR through the SEC website at www.sec.gov. In addition, the public may read and copy materials filed by
the Company with the SEC at the SEC'’s public reference room located at 100 F Street, N.E., Washington, D.C. 20549. The
Company also provides copies of its Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on
Form 8-K, Proxy Statements, and any amendments to each of the foregoing, at no charge to investors upon request and
makes electronic copies of its most recently filed reports available through its website at www.powerwave.com as soon as
reasonably practicable after filing such material with the SEC.



PART I

ITEM 1. BUSINESS

General

9 ¢ 9 ¢,

Powerwave Technologies, Inc. (“Powerwave,” the “Company,” “we,” “us” or “our”) was incorporated in Delaware in
January 1985, under the name Milcom International, Inc., and changed its name to Powerwave Technologies, Inc. in June
1996. We are a global supplier of end-to-end wireless solutions for wireless communications networks. We have historically
sold the majority of our product solutions to the commercial wireless infrastructure industry. Part of our current strategy is to
broaden our end markets to include new areas such as government, public safety, military and homeland security in addition
to the commercial wireless infrastructure market. Our business consists of the design, manufacture, marketing and sale of
products to improve coverage, capacity and data speed in wireless communications networks, including antennas, boosters,
combiners, cabinets, shelters, filters, radio frequency power amplifiers, remote radio head transceivers, repeaters, tower-
mounted amplifiers and advanced coverage solutions. These products are utilized in major wireless networks throughout the
world which support voice, video and data communications by use of wireless phones and other wireless communication
devices. We sell our products to both original equipment manufacturers, who incorporate our products into their proprietary
base stations (which they then sell to wireless network operators), and directly to individual wireless network operators for
deployment into their existing networks.

We believe that our future success depends upon continued growth in demand for wireless services as well as our
ability to broaden our customer base and the markets in which we compete. For the fiscal year ended January 1, 2012 (“fiscal
2011”), our largest customers included an original equipment manufacturer Nokia Siemens Networks, which accounted for
approximately 16% of our sales, and two of our regional resellers, Team Alliance and Raycom which represented 16% and
11% of sales for the year respectively. As a result of the significant amount of business that we conduct with these customers,
they have the ability to significantly impact our financial results in several ways, including without limitation, demanding
price reductions and reducing or threatening to reduce their business with us, transferring their business to other companies,
slowing or reducing their purchases due to market conditions, or internalizing their operations. An example of an original
equipment manufacturer customer who has significantly reduced its business with us is Nokia Siemens Networks, which
reduced its business with us by 50% as compared to the prior fiscal year. The loss of any of these customers, or a significant
loss, reduction or rescheduling of orders from these customers or any other major customer would have a material adverse
effect on our business, financial condition and results of operations.

A limited number of large original equipment manufacturers and large global wireless network operators account for
the majority of wireless infrastructure equipment purchases in the wireless equipment market, and our future success is
dependent upon our ability to establish and maintain relationships with these types of customers. While we regularly attempt
to expand and diversify our customer base, we cannot give any assurance that a major customer will not reduce, delay or
eliminate its purchases from us. During fiscal 2011, we experienced significant reductions in demand from both our original
equipment manufacturer customers such as Nokia Siemens Networks, Alcatel-Lucent and Samsung, as well as from our
operator customers in North America and Europe, which had a significant adverse effect on our business and results of
operations. Any future reductions in demand by any of our major customers would have a material adverse effect on our
business, financial condition and results of operations

We have experienced, and expect to continue to experience, declining average sales prices for our products.
Consolidation among both original equipment manufacturers and wireless service providers has enabled such companies to
place continual pricing pressure on wireless infrastructure manufacturers, which has resulted in downward pricing pressure
on our products. In addition, ongoing competitive pressures and consolidation within the wireless infrastructure equipment
market have put pressure on us to continually reduce the sales price of our products. Consequently, we believe that our gross
margins may decline over time and that in order to maintain or improve our gross margins, we must reduce manufacturing
costs, redesign our products to reduce their cost, reduce our overhead costs as well as our operating expenses, and develop
new products that incorporate advanced features that may generate higher gross margins. We may not be able to achieve the
necessary cost and expense reductions or develop such products

Significant Business Developments in Fiscal 2011
2.75% Convertible Senior Subordinated Notes

On July 26, 2011, we completed the private placement of $100 million in original principal amount of
2.75% Convertible Senior Subordinated Notes due 2041 (the “2.75% Notes™). See Note 4 of the Notes to Consolidated
Financial Statements under Part II, Item 8, Financial Statements and Supplementary Data.



We utilized approximately $25 million of the net proceeds from the private placement of the 2.75% Notes to
repurchase 2.2 million shares of our Common Stock. Also in connection with the private placement, we repurchased $42.6
million in aggregate principal amount of our 1.875% Convertible Subordinated Notes due 2024 (the “1.875% Notes”). We
separately repurchased an additional $15.3 million in aggregate principal amount of our 1.875% Notes in 2011.

Reverse Stock Split

Effective October 28, 2011, we amended our Amended and Restated Certificate of Incorporation to (i) effect a reverse
stock split of the Company’s issued and outstanding shares of Common Stock at a ratio of 1-for-5 (the “Reverse Stock Split™)
and (ii) to reduce the number of authorized shares of Common Stock from 250,000,000 to 100,000,000 (the “Authorized
Share Reduction”). The Reverse Stock Split had the effect of reducing the number of outstanding shares of our Common
Stock from approximately 158.4 million shares to approximately 31.7 million shares. All share data in this annual report has
been retroactively adjusted to give effect to the Reverse Stock Split.

Sale and Leaseback Transaction

On October 17, 2011, we entered into an Agreement of Purchase and Sale pursuant to which we sold all of our interest
in our current corporate headquarters facility, including the building and land. The transaction was completed on October 21,
2011 and we received approximately $49.1 million in net proceeds. In connection with the closing of the sale, we entered into
a 15-year lease agreement of the corporate headquarters facility with an effective date of October 21, 2011. See Note 3 of the
Notes to Consolidated Financial Statements under Part 11, Item 8, Financial Statements and Supplementary Data.

Restructuring Plan

During the second half of 2011, we experienced a significant drop in our revenues, which fell by over 55% from the
first half of 2011. In November 2011, we formulated and began to implement a plan to further reduce manufacturing
overhead costs and operating expenses (the “2011 Restructuring Plan”). As part of this plan, we initiated personnel
reductions of approximately 110 employees in both our domestic and foreign locations, with primary reductions in the United
States, Sweden, Finland, France, China and Canada. These reductions were undertaken in response to continued economic
uncertainty and a significant decline in revenues in the third quarter of 2011. We finalized the 2011 Restructuring Plan in the
fourth quarter of fiscal 2011; however, additional amounts may be accrued in 2012 related to actions associated with
such plan.

In February 2012, in response to the further decline in revenue in the fourth quarter of 2011, we announced that we
were developing a new restructuring plan targeted at lowering our breakeven targets, conserving our use of cash and reducing
our operating and manufacturing cost structure.

Third and Fourth Quarter Results

During the second half of 2011, we experienced a significant drop in our revenues, which fell by over 55% from the
first half of 2011. We believe that the reduction in our revenues was due to several factors, including, amongst others,
significant slowdowns in spending by network operators in several of our markets, including North America, Western and
Eastern Europe and the Middle East. In addition, we experienced a significant reduction in demand from our original
equipment manufacturing customers. In response to this sudden reduction in revenues, we initiated cost reduction measures
to both lower our manufacturing costs and reduce our operating expenses.

Industry Segments and Geographic Information

We operate in one reportable business segment: “Wireless Communications.” All of our revenues are derived from the
sale of wireless communications products and coverage solutions, including antennas, boosters, combiners, cabinets, shelters,
filters, radio frequency power amplifiers, remote radio head transceivers, repeaters, tower-mounted amplifiers and advanced
coverage solutions for use in all major frequency bands including cellular, PCS, 3G and 4G wireless communications
networks throughout the world. Our products are sold globally and produced in multiple locations. See Note 17 of the Notes
to Consolidated Financial Statements under Part 11, Item 8, Financial Statements and Supplementary Data.

Business Strategy

Our strategy is to become the leading supplier of advanced solutions to the providers and users of wireless
communications and includes the following key elements:

»  provide leading technology to the wireless communications infrastructure equipment industry through research
and development that continues to improve our products’ technical performance while reducing our costs and
establishing new levels of technical performance for the industry;



« utilize our research and development efforts, along with our internal and external manufacturing and supply
chain capabilities, to increase our productivity and lower our product costs;

«  leverage our position as a leading supplier of wireless communications products and coverage solutions to
increase our market share and expand our relationships with both our existing customers and potential new
customers in other markets such as government, public safety, the military and homeland security;

»  continue to expand our customer base of wireless network operators; and

«  maintain our focus on the quality, reliability and manufacturability of our wireless communications products and
coverage solutions.

Our focus on radio frequency technology and the experience we have gained through the implementation of our
products in both analog and digital wireless networks throughout the world has enabled us to develop substantial expertise in
wireless infrastructure equipment technology. We intend to continue to research and develop new methods to improve our
product performance, including efforts to support future generation transmission standards. We believe that both our existing
products and new products under development will enable us to continue to expand our customer base by offering a broad
range of products at attractive price points to meet the diverse requirements of wireless original equipment manufacturers and
network operators. We also intend to leverage our product lines to expand our relationships with our existing customers and
to add new customers and expand the markets in which we compete. We believe that we are able to respond quickly and cost-
effectively to new transmission protocols and design specifications by obtaining components from numerous leading
technology companies and utilizing various contract manufacturers. We also believe that our focus on the manufacturability
of our product designs helps us to increase our productivity while reducing our product costs. We believe that this ability to
offer a broad range of products represents a competitive advantage over other third-party manufacturers of wireless
infrastructure equipment.

If we are unsuccessful in designing new products, improving existing products or reducing the costs of our products,
our inability to meet these objectives would have a negative effect on our sales, gross profit margins, business, financial
condition and results of operations. In addition, if our outstanding customer orders were to be significantly reduced, the
resulting loss of purchasing volume would also adversely affect our cost competitive advantage, which would negatively
affect our gross profit margins, business, financial condition and results of operations.

Markets

As a global supplier of end-to-end wireless solutions for wireless communication networks, our business consists of the
design, manufacture, marketing and sale of products to improve coverage, capacity and data speed in wireless communication
networks, including antennas, boosters, combiners, cabinets, shelters, filters, radio frequency power amplifiers, remote radio
head transceivers, repeaters, tower-mounted amplifiers and advanced coverage solutions. These products are utilized in major
wireless networks throughout the world that support voice and data communications by use of cell phones and other wireless
communication devices. We sell such products to both original equipment manufacturers, who incorporate our products into
their proprietary base stations (which they then sell to wireless network operators), and directly to individual wireless
network operators for deployment into their existing networks. We have also started to market our products in new market
segments such as government, public safety, military and homeland security.

Our business depends upon the worldwide demand for wireless communication networks and the corresponding
infrastructure spending by wireless network operators to support this demand. Today, the majority of the wireless network
operators offer wireless voice and data services on what are commonly referred to as 2G, 2.5G or 3G networks. These
wireless networks utilize common transmission protocols including Code Division Multiple Access, or CDMA, and Global
System for Mobile, or GSM, both of which define different standards for transmitting voice and data within wireless
networks. Within these transmission protocols, there are various improvements available to increase the speed of data
transmission or to increase the amount of voice capacity in the network. These types of improvements are generally referred
to as 2.5G and include upgrades to GSM such as General Packet Radio Service, or GPRS, and Enhanced Data rates for
Global Evolution, or EDGE. For CDMA networks, various upgrades are referred to as COMA 1x, CDMA 2000 and
CDMA EV/DO.

In recent years, the wireless voice and data transmission protocols commonly referred to as 3G have become
commonplace. These transmission protocols provide significantly higher data rate transmission, with significant additional
voice capacity and the ability to transmit high capacity information, such as video and internet access. The major 3G
transmission protocol is known as Wideband Code Division Multiple Access, or WCDMA. This protocol is being utilized in
the next generation of GSM networks, which are referred to as Universal Mobile Telecommunication Systems, or UMTS.

Recently, the new generations of wireless voice and data transmission protocols commonly referred to as 4G have
become widely-publicized and are beginning to be deployed in certain operator networks. These new protocols have not been
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fully deployed and in some cases the full specifications have yet to be fully agreed upon by the various standard-setting
bodies that establish and formalize such protocols. Examples of these types of 4G protocols are LTE, or Long Term
Evolution and WiMAX, or Worldwide Interoperability for Microwave Access.

See Note 17 of the Notes to Consolidated Financial Statements under Part 11, ltem 8, Financial Statements and
Supplementary Data for detail of sales by geographic location.

Principal Product Groups

We divide our wireless communications business into the following product groups:

Antenna Systems

This product group includes base station antennas and tower-mounted amplifiers. We offer an extensive line of base
station antennas which cover all major radio frequency bands including cellular, PCS, 3G and 4G bands. Our products also
support all major wireless transmission protocols. Our base station antenna products include single, dual and triple-band
solutions based on proprietary technology in a variety of sizes. We also offer remote-adjustable electrical tilt antennas which
provide remote control and monitoring capabilities.

We also manufacture a full line of tower-mounted amplifiers which improve wireless network performance by filtering
and amplifying as close as possible to the receiving antenna, thus significantly reducing signal loss and noise. Our tower-
mounted amplifier products cover all major wireless frequency ranges and transmission protocols.

Base Station Subsystems

This product group includes products that are installed into or around the base station of wireless networks and includes
products such as boosters, combiners, filters, radio frequency power amplifiers, VersaFlex cabinets and radio transceivers.

We offer both single and multi-carrier radio frequency power amplifiers for use in all major global frequency bands
including cellular, PCS, 3G and 4G bands, supporting all major transmission protocols. Typical system applications include
CDMA, CDMA 2000, WCDMA, GSM, EDGE, UMTS and LTE protocols with output power ranging from 10 to 180 Watts.

In addition, we produce filters which can improve the signal transmission for both up and down link as well as help to
reduce out-of-band performance. Our filters cover all major global frequency bands. Along with filters, we provide radio
frequency power combiners which allow for the connecting of multiple radio frequency power signals.

We also provide a range of integrated radio solutions. These integrated radio solutions offer new alternative approaches
to providing lower-cost base station solutions. One current product offering is the digital remote radio head transceiver,
which provides operators the ability to partition the radio transceiver, power amplifier and duplexer in a remote chassis,
which can then be co-located near the antenna to minimize signal loss over the traditional antenna path. The digital remote
radio head utilizes base band (1/Q) signals from the output of the modem via fiber optic cables which offer improved
performance over distance versus traditional cables. This next generation technology offers significant potential cost
reduction opportunities, and we have been publicly recognized as an innovator in this product segment.

Coverage Solutions

This product group consists primarily of distributed antenna systems, repeaters and advanced coverage solutions. Our
distributed antenna systems solutions provide the equipment to co-locate multiple wireless operators on multiple frequency
bands within a single location, while allowing each operator to maintain full control over parameters critical to its network’s
performance. These systems are custom designed by us for use in convention centers, airports, subways, transportation
centers, dense urban business districts and business campuses. These custom designed antenna systems are designed to be
readily connected to base station equipment, thereby reducing installation costs.

Our repeater systems are utilized in wireless communications networks to improve signal quality where physical
structures or geographic constraints result in low radio frequency signal strength. They can also be utilized as a low-cost
alternative to base stations in areas where coverage is more critical than capacity. These products can be used for both single
and multiple-operator applications. Our systems are available in a wide frequency range from 700 MHz to 2600 MHz,
support all major transmission protocols, and have features and functions that allow network operators to remotely monitor
and adjust these systems.

Our advanced coverage solutions provide an integrated team of radio frequency and system engineers to design and
implement wireless coverage applications utilizing our coverage solutions products. We provide advanced coverage
engineers to design the right solution for any type of wireless coverage issue. Based upon our design, we also offer



monitoring options of the chosen coverage solution. The types of sites utilizing our services include convention centers,
airports, subways, hotels, office buildings, and various locations where traditional wireless service coverage is not available.

Our net sales by product group are as follows:

Fiscal Year Ended (in thousands)

Wireless Communications Product Group January 1, 2012 January 2, 2011 January 3, 2010
ANtenna SyStems ......c.ccocvceveneniaennas $ 211,011 $ 256,743 $ 150,610
Base station systems .............ccovveenee. 176,345 280,010 364,166
Coverage Systems .........ccoveeerinenn 57,090 54,708 52,710

Total ..oeeiiieeeeir e $ 444,446 $ 591,46l $ 567,486

Customers

We sell our products to customers worldwide, including a variety of wireless original equipment manufacturers, such
as Alcatel-Lucent, Ericsson, Huawei, Motorola, Nokia Siemens Networks and Samsung. We also sell our products to
operators of wireless networks, such as AT&T, Bouygues, Orange, Sprint, T-Mobile, Verizon Wireless and Vodafone, as
well as various resellers who sell products and services directly to network operators.

For fiscal 2011, our largest customers, Nokia Siemens Networks, Team Alliance, one of our North American resellers,
and Raycom, one of our European resellers, accounted for 16%, 16%, and 11% of our sales, respectively. No other customer
accounted for more than 10% of our sales for 2011. The loss of any of these customers, or a significant loss, reduction or
rescheduling of orders from any of our other significant customers would have a material adverse effect on our business,
financial condition and results of operations.

Marketing and Distribution, International Sales

We sell our products through a highly-technical direct sales force, through independent sales representatives and
through resellers. Direct sales personnel are assigned to geographic territories and, in addition to sales responsibilities, may
manage selected independent sales representatives. We utilize a network of independent sales representatives, selected for
their familiarity with our potential customers and their knowledge of the wireless infrastructure equipment market. Our direct
sales personnel, resellers and independent sales representatives generate product sales, provide product and customer service,
and provide customer feedback for product development. In addition, our sales personnel, resellers and independent sales
representatives receive support from our marketing, product support and customer service departments.

Our marketing efforts are focused on establishing and developing long-term relationships with potential customers. The
initial sales cycle for many of our products is lengthy, typically ranging from nine to eighteen months. Our customers
typically conduct significant technical evaluations of our products before making purchase commitments. In addition, as is
customary in the industry, sales are made through standard purchase orders that can be subject to cancellation, postponement
or other types of delays. While certain customers provide us with estimated forecasts of their future requirements, they are
not typically bound by these forecasts.

International sales (excluding North American sales) of our products approximated 60%, 63% and 73% of net sales for
the fiscal years ended January 1, 2012, January 2, 2011 and January 3, 2010, respectively (see note 17 of the Notes to
Consolidated Financial Statements under Part 11, Item 8, Financial Statements and Supplementary Data). Foreign sales of
some of our products may be subject to national security and export regulations and may require us to obtain a permit or
license. In recent years, we have not experienced any significant difficulties in obtaining required permits or licenses.
International sales also subject us to risks related to political upheaval and economic downturns in foreign countries and
regions. Because a large percentage of our foreign customers typically pay for our products with U.S. Dollars, a
strengthening of the U.S. Dollar as compared to a foreign customer’s local currency would effectively increase the cost of our
products for that customer, thereby making our products less attractive to these customers.

Service and Warranty

We offer warranties of various lengths to our customers depending upon the specific product and terms of the customer
purchase agreements. Our standard warranties require us to repair or replace defective product returned to us during the
warranty period at no cost to the customer. While our warranty costs have historically been within our expectations, we
cannot guarantee that we will continue to experience the same warranty return rates or repair costs that we have in the past.
We perform warranty obligations and other maintenance services for our products in the U.S., China, Thailand, the United
Kingdom, and at our contract manufacturing locations.



Product Development

We invest significant resources in the research and development of new products within our wireless communications
product area. This includes significant resources in the development of new products to support third and fourth generation
protocols such as WCDMA, HSDPA, TD-SCDMA, CDMA 2000, LTE and WiMAX. Our development efforts also seek to
reduce the cost and increase the manufacturing efficiency of both new and existing products. Our total research and
development staff consisted of 493 employees and 16 contract staff as of January 1, 2012. Expenditures for research and
development approximated $62.1 million in 2011, $62.5 million in 2010, and $58.9 million in 2009.

Competition

The wireless communications infrastructure equipment industry is extremely competitive and characterized by rapid
technological change, new product development, rapid product obsolescence, evolving industry standards and significant
price erosion over the life of a product. Our products compete on the basis of the following key characteristics: performance,
functionality, reliability, pricing, quality, designs that can be efficiently manufactured in large volumes, time-to-market
delivery capabilities and compliance with industry standards. While we believe that we compete favorably with respect to
these characteristics, there is no assurance that we will be able to continue to do so.

Our current competitors include Comba Telecom Systems Holdings Ltd, CommScope, Inc., Fujitsu Limited, Hitachi
Kokusai Electric Inc., Japan Radio Co., Ltd., Kathrein-Werke KG, Radio Frequency Systems, and Tyco Electronics. We also
compete with a number of other foreign and privately-held companies throughout the world, subsidiaries of certain
multinational corporations and, more importantly, the captive design and manufacturing operations within certain leading
wireless infrastructure original equipment manufacturers such as Alcatel-Lucent, Ericsson, Huawei, Motorola, Nokia
Siemens Networks and Samsung. Some of our competitors have significantly greater financial, technical, manufacturing,
sales, marketing and other resources than us and have achieved greater name recognition for their products and technologies
than we have. We cannot guarantee we will be able to successfully increase our market penetration or our overall share of the
wireless communication infrastructure equipment marketplace. Our business, financial condition and results of operations
could be adversely impacted if we are unable to effectively increase our share of the marketplace.

Our success depends in large part upon the rate at which wireless infrastructure providers incorporate our products into
their systems. While we believe that our products are competitive from both price and performance characteristics, wireless
network operators may choose competitors” products over ours. Most of our customers regularly evaluate our products and
solutions versus competitors’ products and solutions. If for any reason our customers choose to utilize our competitors’
products and solutions instead of ours, whether due to performance and/ or pricing issues, our revenues would decrease
which would adversely impact our business, financial condition and results of operations. In addition, we believe that a
substantial portion of the present worldwide production of various infrastructure components is captive within the internal
manufacturing operations of a small number of leading original equipment wireless infrastructure manufacturers such as
Alcatel-Lucent, Ericsson, Huawei, Motorola, Nokia Siemens Networks and Samsung. In addition, most large wireless
infrastructure original equipment manufacturers maintain internal design capabilities that compete directly with our products
and our own designs. Many of our original equipment manufacturer customers internally design and/or manufacture their
own components rather than purchase them from third-party vendors such as Powerwave. Many of these same customers also
continuously evaluate whether to manufacture their own components or whether to utilize contract manufacturers to produce
their own internal designs. Some of these customers regularly produce or design products in an attempt to replace products
sold by us. We believe that this practice will continue. In the event that a customer manufactures or designs its own products,
such customer could reduce or eliminate its purchase of our products, which would result in reduced revenues and would
adversely impact our business, financial condition and results of operations. Wireless infrastructure equipment manufacturers
with internal manufacturing capabilities, including many of our customers, could also sell such products externally to other
manufacturers, thereby competing directly with us. One example of this is Alcatel-Lucent, which owns Radio Frequency
Systems. If, for any reason, our customers decide to produce their products internally, reduce purchases of our products,
increase the percentage of their internal production, require us to participate in joint venture manufacturing with them or
compete directly against us, our revenues would decrease which would adversely impact our business, financial condition
and results of operations.

We have experienced significant price competition as well as price erosion, and we expect price competition in the sale
of our products to increase. Our competitors may develop new technologies or enhancements to existing products or
introduce new products that will offer superior price or performance features. We expect our competitors to offer new and
existing products at prices necessary to gain or retain market share. Certain of our competitors have substantial financial
resources which may enable them to withstand sustained price competition or a market downturn better than us. In addition,
many of our customers will continue to demand price reductions. If we cannot reduce the cost of our products or dissuade our
customers from requiring price reductions, our business and results of operations may be adversely impacted. There can be
no assurance that we will be able to compete successfully in the pricing of our products in the future.
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Backlog

Our twelve-month backlog of orders on January 1, 2012 was estimated at $46.3 million as compared to approximately
$65.4 million on January 2, 2011. In our reported backlog, we only include the accepted product purchase orders with respect
to which a delivery schedule has been specified for product shipment within twelve months. Because the majority of our
customers do not place long lead time orders for our products, our backlog does not reflect our expectations of future orders
and has not been indicative of our future revenue.

Product orders in our backlog frequently are subject to changes in delivery schedules or to cancellation at the option of
the purchaser without significant penalty. While we regularly review our backlog of orders to ensure that it adequately
reflects product orders expected to be shipped within a twelve-month period, we cannot make any guarantee that such orders
will actually be shipped or that such orders will not be delayed or canceled in the future. We make regular adjustments to our
backlog as customer delivery schedules change and in response to changes in our production schedule. Accordingly, our
backlog as of any particular date should not be considered a reliable indicator of sales for any future period and our revenues
in any given period may depend substantially on orders placed in that period.

Manufacturing and Suppliers

Our manufacturing processes involve the assembly of numerous individual components and precise fine-tuning by
production technicians. The parts and materials used by us and our contract manufacturers consist primarily of printed circuit
boards, specialized subassemblies, fabricated housings, relays and small electric circuit components, such as integrated
circuits, semiconductors, resistors and capacitors.

We operate company-owned and leased manufacturing locations and utilize contract manufacturers for a portion of our
finished goods manufacturing activities. We also rely extensively on contract manufacturers to supply printed circuit boards,
which are key components of many of our products. We currently have manufacturing operations in China, Thailand and the
U.S. In addition, we utilize contract manufacturers to produce products or key components of products in Europe, Asia, India
and the U.S. During 2008, we closed our manufacturing facility in Salisbury, Maryland and transferred production activities
to Asia and to our location in Santa Ana, California. Beginning in the fourth quarter of 2008, we began to discontinue
manufacturing operations in Finland, transferring the activities to Asia and to our contract manufacturing partners. This was
completed in 2009. During the second half of 2009, we added a new manufacturing facility in Thailand, which was fully
operational in the fourth quarter of 2009. The Thailand facility took over production that was previously completed at a
contract manufacturer located in Thailand. During 2010 we closed our manufacturing facility in Estonia and transferred
production activities to other Powerwave facilities.

Because of our reliance on contract manufacturers to supply finished goods and certain components of our products,
the cost, quality, performance and availability of our contract manufacturing operations are, and will continue to be, essential
to the successful production and sale of our products. Any delays in the ramp-up of our production lines at contract
manufacturers, delays in obtaining production materials or any delays in the qualification by our customers of the contract
manufacturer facilities and the products produced there, could cause us to miss customer agreed product delivery dates.
Similarly, the inability of our contract manufacturers to meet production schedules or produce products in accordance with
the quality and performance standards established by us or our customers could also cause us to miss customer agreed
product delivery dates. In addition, the cost, quality, performance and availability at our company-operated manufacturing
facilities are also essential to the successful production and sale of our products. Any delays in the ramp-up of production
lines at our plants, delays in obtaining production materials or any delays in the qualification by our customers of our
facilities and the products produced there, could cause us to miss customer agreed upon product delivery dates. Any failure to
meet customer agreed upon delivery dates could result in lost revenues due to customer cancellations, potential financial
penalties payable by us to our customers and additional costs to expedite products or production schedules.

Our manufacturing, production and design operations are ISO 9001, ISO 14001, TL-9000 and TickIT-5 certified. ISO
refers to the quality model developed by the International Organization for Standardization. TL refers to the set of quality
system requirements that are specific to the telecommunications industry. TickIT refers to the set of quality standards that are
specific to the software industry. Numerous customers and potential customers throughout the world, particularly in Europe,
require that their suppliers be ISO certified. In addition, many customers require that their suppliers purchase components
only from subcontractors that are ISO certified. We require that all of our contract manufacturers maintain ISO and/or
TL certifications.

A number of the parts used in our products are available from only one, or a limited number of, outside suppliers due to
unique component designs, as well as certain quality and performance requirements. To take advantage of volume pricing
discounts, we, along with our contract manufacturers, purchase certain customized components from single or limited
sources. We have experienced, and expect to continue to experience, shortages of single-source and limited-source
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components. Shortages have compelled us to adjust our product designs and production schedules and have caused us to miss
customer requested delivery dates. If single-source or limited-source components are unavailable in sufficient quantities, are
discontinued or are available only on unsatisfactory terms, we would be required to purchase comparable components from
other sources and “re-tune” our products to function with the replacement components. We may also be required to redesign
our products to use other components, either of which could delay production and delivery of our products. If production and
delivery of our products are delayed and we are unable to meet the agreed upon delivery dates of our customers, these delays
could result in lost revenues due to customer cancellations, as well as potential financial penalties payable to our customers.
Any such loss of revenue or financial penalties would have a material adverse effect on our financial condition and results

of operations.

Our reliance on certain single-source and limited-source components exposes us to quality control issues if these
suppliers experience a failure in their production process or otherwise fail to meet our quality requirements. A failure in
single-source or limited-source components or products could force us to repair or replace a product utilizing replacement
components. If we cannot obtain comparable replacements or effectively re-tune or redesign our products, we could lose
customer orders or incur additional costs, which could have a material adverse effect on our gross margins and results
of operations.

We believe that the production facilities that we utilize, including those owned by our contract manufacturers, are in
good condition, well maintained and not currently in need of any major investment.

Intellectual Property

We rely upon trade secrets and patents to protect our intellectual property. We execute confidentiality and non-
disclosure agreements with our employees and suppliers and limit access to, and distribution of, our proprietary information.
We have an on-going program to identify and file applications for both U.S. and foreign patents for various aspects of our
technology. We currently own 243 U.S. patents and 517 foreign patents, and we have pending applications for 50 additional
U.S. patents and 178 additional foreign patents. We believe that all of these efforts, along with the knowledge and experience
of our management and technical personnel, strengthen our ability to market our existing products and to develop new
products. The departure of any of our management or technical personnel, the breach of their confidentiality and non-
disclosure obligations to us, or the failure to achieve our intellectual property objectives may have a material adverse effect
on our business, financial condition and results of operations.

We believe that our success depends upon the knowledge and experience of our management and technical personnel,
our ability to market our existing products and our ability to develop new products. We do not have non-compete agreements
with our employees who generally are employed on an “at-will” basis. Therefore, employees have left and may continue to
leave us and go to work for competitors. While we believe that we have adequately protected our proprietary technology and
taken all legal measures to protect it, we will continue to pursue all reasonable means available to protect it and to prohibit
the unauthorized use of our proprietary technology. In spite of our efforts, the use of our processes by a competitor could
have a material adverse effect on our business, financial condition and results of operations.

Our ability to compete successfully and achieve future revenue growth will depend, in part, on our ability to protect our
proprietary technology and operate without infringing upon the rights of others. We may not be able to successfully protect
our intellectual property or our intellectual property or proprietary technology may otherwise become known or be
independently developed by competitors. In addition, the laws of certain countries in which our products are or may be sold
or manufactured may not protect our products and intellectual property rights to the same extent as the laws of the
United States.

The inability to protect our intellectual property and proprietary technology could have a material adverse effect on our
business, financial condition and results of operations. We have received third party claims of infringement in the past and
have been able to resolve such claims without having a material impact on our business. As the number of patents, copyrights
and other intellectual property rights in our industry increases, and as the coverage of these rights and the functionality of the
products in the market further overlap, we believe that we, along with other companies in our industry, may face more
frequent infringement claims. Such litigation or claims of infringement could result in substantial costs and diversion of
resources and could have a material adverse effect on our business, financial condition and results of operations. A third-
party claiming infringement may also be able to obtain an injunction or other equitable relief, which could effectively block
our ability or our customers’ ability to distribute, sell or import allegedly infringing products. If it appears necessary or
desirable, we may seek licenses from third parties covering intellectual property that we are allegedly infringing upon. No
assurance can be given that any such licenses could be obtained on terms acceptable to us, if at all. The failure to obtain the
necessary licenses or other rights could have a material adverse effect on our business, financial condition and results
of operations.
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Employees

As of January 1, 2012, we had 2,179 full and part-time employees, including 986 in manufacturing, 233 in quality, 186
in supply chain, 493 in research and development, 101 in sales and marketing and 180 in general and administration. We
believe that we have good relations with our employees.

Contract Personnel

We utilize contract personnel hired from third-party agencies. As of January 1, 2012, we were utilizing approximately
667 contract personnel, primarily in our manufacturing operations.
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ITEM 1A. RISKFACTORS

Our business faces significant risks. The risks described below may not be the only risks we face. Additional risks that
we do not yet know of or that we currently think are immaterial also may impair our business operations. If any of the events
or circumstances described in the following risks actually occur, our business, financial condition and results of operation
could sufffer, and the trading price of our Common Stock could decline, and you may lose all or a part of your investment.

Risks Related to our Business

We rely upon a few customers for the majority of our revenues and the loss of any one or more of these customers, or a
significant loss, reduction or rescheduling of orders from any of these customers, would have a material adverse effect on
our business, financial condition and results of operations.

We sell most of our products to a small number of customers, and while we are continually seeking to expand and
diversify our customer base, we expect this will continue. For fiscal 2011, sales to Team Alliance, one of our North American
resellers, accounted for approximately 16% of revenues, sales to Nokia Siemens Networks accounted for approximately 16%
of revenues, and sales to Raycom, one of our European resellers, accounted for approximately 11% of revenues. For fiscal
2011, sales to Nokia Siemens Networks accounted for approximately 24% of our revenues. Our revenues for fiscal 2011
declined by 25% from fiscal 2010 due to significant slowdowns in demand in several of our markets, including North
America, Europe and the Middle East, as well as a significant reduction of demand from our original equipment
manufacturing customers. Any continued decline in business with our original equipment manufacturer customers, including
Nokia Siemens Networks and Samsung, and our direct wireless network operator customers and resellers, will have an
adverse impact on our business, financial condition and results of operations. Our future success is dependent upon the
continued purchases of our products by a small number of customers such as Nokia Siemens Networks, Samsung, other
original equipment manufacturers, wireless network operator customers and our resellers, such as Team Alliance and
Raycom, and our ability to sell our products into other market segments such as governmental, public safety, military and
homeland security. Any fluctuation in demand from such customers or other customers has and will negatively impact our
business, financial condition and results of operations. If we are unable to broaden our customer base and expand
relationships with major operators of wireless networks, our business will continue to be impacted by unanticipated demand
fluctuations due to our dependence on a small number of customers. Unanticipated demand fluctuations do have a negative
impact on our revenues and business, and an adverse effect on our business, financial condition and results of operations. In
addition, our dependence on a small number of major customers exposes us to numerous other risks, including:

* aslowdown or delay in deployment of wireless networks by any one or more customers could significantly
reduce demand for our products;

* reductions in a single customer’s forecasts and demand could result in excess inventories;

*+ the recent recession and current economic weakness and uncertainty has negatively affected several of our
customers and has caused them to significantly reduce current demand for our products;

*  the recent recession and current economic weakness and uncertainty could negatively affect one or more of our
major customers and cause them to significantly reduce operations, or file for bankruptcy;

*  consolidation of customers can reduce demand as well as increase pricing pressure on our products due to
increased purchasing leverage;

*  each of our customers has significant purchasing leverage over us to require changes in sales terms including
pricing, payment terms and product delivery schedules;

*  customers could decide to increase their level of internal design and/or manufacture of wireless communication
network products and reduce their purchases from us; and

*  concentration of accounts receivable credit risk, which could have a material adverse effect on our liquidity and
financial condition if one of our major customers declares bankruptcy or delays payment of its receivables.
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We have strategically focused our business and sales efforts on growing our sales of higher margin products and
solutions, which has reduced our total sales.

Over the last two years, a period in which we have experienced a broad decline in the weighted sales price of our
products, we have implemented a revised business and sales strategy under which we do not actively pursue low-margin,
high-volume business, also referred to as commodity-like business. This strategy is having the effect of reducing our overall
sales to original equipment manufacturer customers such as Alcatel-Lucent and Nokia Siemens Networks. We have also
targeted additional markets such as government, public safety, military, and homeland security during this period. While we
believe that we have made progress in addressing these new markets, we have not yet generated significant revenue in these
areas. Any continued reduction in demand from our original equipment manufacturer customers, if not offset by increased
demand from other wireless network operator customers or customers in new markets, will have an adverse effect on our
business, financial condition and results of operations.

We have experienced, and will continue to experience, significant fluctuations in sales and operating results from
quarter to quarter.

Our quarterly results fluctuate due to a number of factors, including:
» the concentration of our sales to a few large customers;
« the lack of any obligation by our customers to purchase their forecasted demand for our products;
«  variations in the timing, cancellation, or rescheduling of customer orders and shipments;
+  production delays on new products that limit our revenue in a quarter;
+ increased costs associated with rising raw material costs, including oil prices;
+  activity relating to consolidations or proposed consolidations within our industry;
+  high fixed expenses that increase operating expenses, especially during a quarter with a sales shortfall;
»  product failures and associated warranty and in-field service support costs;
+ discounts given to certain customers for large volume purchases;
unanticipated increases in costs associated with projects in our coverage solutions product group; and

+  shortages of materials and components to manufacture our products.

We regularly generate a large percentage of our revenues in the last month of a quarter. Because we attempt to ship
products quickly after we receive orders, we may not always have a significant backlog of unfilled orders at the start of each
quarter and we may be required to book a substantial portion of our orders during the quarter in which these orders ship.
When we introduce new products into production, we may encounter production delays, such as we did in the first quarter of
fiscal 2011, which limit our revenue and have an adverse effect on our business. Our major customers generally have no
obligation to purchase forecasted amounts and may cancel orders, change delivery schedules or change the mix of products
ordered with minimal notice and without penalty. As a result, we may not be able to accurately predict our quarterly sales.
Because our expense levels are partially based on our expectations of future sales, our expenses may be disproportionately
large relative to our revenues, and we may be unable to adjust spending in a timely manner to compensate for any unexpected
revenue shortfall. Any shortfall in sales relative to our quarterly expectations or any delay of customer orders would
adversely affect our business, financial condition and results of operations.

Order deferrals and cancellations by our customers, declining average sales prices, changes in the mix of products sold,
shortages of materials, delays in the introduction of new products and longer than anticipated sales cycles for our products
have adversely affected our business, financial condition and results of operations in the past. Despite these factors, we, along
with our contract manufacturers, attempt to maintain significant finished goods, work-in-progress and raw materials
inventory to meet estimated order forecasts. If our customers purchase less than their forecasted orders or cancel or delay
existing purchase orders, there will be higher levels of inventory that face a greater risk of obsolescence. If our customers
choose to purchase products in excess of the forecasted amounts or in a different product mix, there might be inadequate
inventory or manufacturing capacity to fill their orders.

Due to these and other factors, our past results are not reliable indicators of our future performance. Future revenues
and operating results may not meet the expectations of market analysts or investors. In either case, the price of our Common
Stock could be materially adversely affected.
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Our operating results have been adversely impacted by the recent worldwide economic crisis, current economic
uncertainty and credit tightening.

Beginning in the fourth quarter of 2008, worldwide economic conditions significantly deteriorated due to the credit
crisis and other factors, including slower economic activity, increased energy costs, decreased consumer confidence, reduced
corporate profits, decreased property values, reduced or canceled capital spending, adverse business conditions and liquidity
concerns. While economic conditions have showed some signs of improving, these factors continue to have a negative impact
on the availability of financial capital which has contributed to a reduction in demand for infrastructure in the wireless
communication market. We believe that these conditions make it difficult for our customers and vendors to accurately
forecast and plan future business activities, causing domestic and foreign businesses to slow or suspend spending on our
products and services. Some of our customers continue to find it difficult to gain sufficient credit in a timely manner, which
has resulted in an impairment of their ability to place orders with us or to make timely payments to us for previous purchases.
If the current economic weakness and uncertainty continues, or if there is another economic recession, our revenues could be
negatively impacted, thereby having a negative impact on our business, financial condition and results of operations. In
addition, we may be forced to increase our allowance for doubtful accounts and our days of sales outstanding may increase
significantly, which would have a negative impact on our cash position, liquidity and financial condition. We cannot predict
the magnitude, timing or duration of the current economic uncertainty or of its impact on the wireless industry.

Negative conditions in the financial and credit markets may impact our liquidity.

The ongoing economic weakness and uncertainty, concerns about a double dip recession, concerns about sovereign
debt issues in some countries in the European Union, and the resulting constrained credit markets have had, and we anticipate
they will continue to have, an impact on our liquidity. In particular, some of our customers facing liquidity shortages which
affect their payments to us, and the general tightness in the credit markets which limits credit available to us as well as some
of our customers. Given our current operating cash flow, financial assets, access to the capital markets and available lines of
credit, we continue to believe that we will be able to meet our financing needs for the foreseeable future. However, there can
be no assurance that global economic conditions will not worsen or our operating performance may worsen, which could
have a corresponding negative effect on our liquidity. In addition, while we believe that we have invested our financial assets
in sound financial institutions, should these institutions limit access to our assets, breach their agreements with us or fail, we
may be adversely affected. In addition, volatile financial and credit markets may reduce our ability to raise capital or
refinance our debt on favorable terms, if at all, which could materially impact our ability to meet our obligations. As market
conditions change, we continue to monitor our liquidity position.

We have previously experienced significant reductions in demand for our products by certain customers and if this
continues, our operating results will be adversely impacted.

We have a history of significant unanticipated reductions in demand that demonstrate the risks related to our customer
and industry concentration levels. While our revenues have increased at times during fiscal years 2005, 2006, 2007 and 2008,
a significant portion of this increase was due to our various acquisitions. During fiscal years 2009, 2010 and 2011, the global
economic crisis and related recession are among several factors which we believe impacted our customers and reduced their
demand for our products. During fiscal 2011, we experienced a significant drop in our revenues, which fell by over 25% from
fiscal 2010. We believe that the reduction in our revenues was due to several factors, including significant slowdowns in
spending by network operators in several of our markets, including North America, Europe and the Middle East. In addition,
we experienced a significant reduction of demand from our original equipment manufacturing customers.

In the past we have experienced significant unanticipated reductions in wireless network operator demand as well as
significant delays in demand for 3G and 4G, or next generation service based products due to the high projected capital cost
of building such networks, network operators deciding to slowdown or delay network deployments, and market concerns
regarding the interoperability of such network protocols. In addition, certain network operators may decide to consolidate all
purchases of products for their network into a small group of companies in order to gain further perceived cost savings. If we
are not one of these selected companies, or are required to sell our products through such consolidators, our revenues and
profits may be reduced which would have an adverse effect on our business, financial condition and results of operations. In
combination with these market issues, a majority of wireless network operators have, in the past, regularly reduced their
capital spending plans in order to improve their overall cash flow. There is a substantial likelihood that the ongoing economic
weakness and uncertainty will have continuing effects throughout 2012 and beyond, thereby having a negative impact on
network operator deployment spending plans. The impact of any future reduction in capital spending by wireless network
operators, coupled with any delays in the deployment of wireless networks, will result in reduced demand for our products,
which will have a material adverse effect on our business.
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We depend on single sources or limited sources for key components and products, which exposes us to risks related to
product shortages or delays, as well as potential product quality issues, all of which could increase the cost of our products thereby
reducing our operating profits.

During fiscal 2010, we experienced significant supply shortages of various electronic components as well as significantly
increased order lead times for such components due to delays from increased worldwide demand for electronic components
following improved global economic conditions following the 2008 global recession. This combined supply shortage and increase
in material order lead times impacted our ability to timely produce products, which negatively impacted our revenues during fiscal
2010. While supply lead times improved somewhat during 2011, we currently expect some level of supply shortages and increased
lead times to continue during 2012 and beyond. If these shortages and extended lead times continue, our future revenues may be
negatively impacted and our manufacturing costs may significantly increase. In addition, a number of our products, and certain parts
used in our products, are available from only one or a limited number of outside suppliers due to unique component designs, as well
as certain quality and performance requirements, which in turn may be dependent upon a limited number of suppliers themselves.
Any disruption in this supply chain can negatively affect the timely availability of key components and parts necessary for the
production of our products.

To take advantage of volume pricing discounts, we also purchase certain products, and along with our contract
manufacturers, purchase certain customized components, from single or limited sources. We have experienced, and expect to
continue to experience, shortages of single-source and limited-source components. Shortages have compelled us to adjust our
product designs and production schedules and have caused us to miss customer requested delivery dates. Missed customer delivery
dates have had a material adverse impact on our financial results. If single-source or limited-source components become unavailable
in sufficient quantities in the desired time periods, are discontinued or are available only on unsatisfactory terms, then we would be
required to purchase comparable components from other sources and may be required to redesign our products to use such
components, which could delay production and delivery of our products. If the production and delivery of our products is delayed
such that we do not meet the agreed upon delivery dates of our customers, such delays could result in lost revenues due to customer
cancellations, as well as potential financial penalties payable to our customers. Any such loss of revenue or financial penalties could
have a material adverse effect on our business, financial condition and results of operations.

Our reliance on certain single-source and limited-source components and products also exposes us and our contract
manufacturers to quality control risks if these suppliers experience a failure in their production process or otherwise fail to meet our
quality requirements. A failure in a single-source or limited-source component or product could force us to repair or replace a
product utilizing replacement components. If we cannot obtain comparable replacements or redesign our products, we could lose
customer orders or incur additional costs, which would have a material adverse effect on our business, financial condition and
results of operations.

We may need additional capital in the future and such additional financing may not be available on favorable terms or at all.

As of January 1, 2012, we had approximately $64.1 million in cash, including $6.2 million in restricted cash. In the fourth
quarter of 2011 we raised $49.1 million (net of transaction costs) through a sale leaseback transaction of our corporate headquarters
facility. See Note 3 of the Notes to Consolidated Financial Statements under Part 11, Item 8, Financial Statements and
Supplementary Data. In fiscal 2011, we used $47.9 million of cash in our operations, while our operations generated cash in 2010
and 2009. We are presently planning to initiate new cost reduction measures to further lower our manufacturing costs, reduce our
operating expenses and conserve cash. We cannot predict if such cost reducing measures will be successful in reducing our cash
used in operations. In addition, we cannot provide any guarantee that we will generate sufficient cash in the future to maintain or
grow our operations over the long-term. We rely upon our ability to generate positive cash flow from operations to fund our
business. If we are not able to generate positive cash flow from operations, we may need to utilize sources of financing such as our
credit agreement or other sources of cash. As of January 1, 2012 we had $13.9 million of availability under our credit agreement, of
which approximately $6.3 million is utilized for a letter of credit. While our credit agreement with Wells Fargo Capital Finance,
LLC (“Wells Fargo™), dated April 3, 2009 (the “Credit Agreement”) provides us with limited additional sources of liquidity, we
may need to raise additional funds through public or private debt or equity financings in order to fund existing operations or to take
advantage of opportunities, including acquisitions of complementary businesses or technologies. In addition, if our business
deteriorates further, we may not have any availability under our Credit Agreement and we might be unable to maintain compliance
with the covenants in our Credit Agreement which could result in reduced availability under the Credit Agreement, an event of
default under the Credit Agreement, or could make the Credit Agreement unavailable to us. If we are not successful in growing our
businesses, reducing our manufacturing costs and operating expenses, reducing our inventories and accounts receivable, and
managing the worldwide aspects of our company, our operations may not generate positive cash flow, and we may consume our
cash resources faster than we anticipate. These circumstances together with our 2011 financial performance will make it more
difficult to obtain new sources of financing. Our ability to secure additional financing is also dependent upon not only our business
profitability, but also the credit markets, which became highly constrained due to credit concerns arising from the subprime
mortgage lending market and subsequent worldwide economic recession. If we are unable to reduce our manufacturing costs and
operating expenses, generate positive cash flow from our operations or secure additional financing or if such financing is not
available on acceptable terms, we may not be able to fund our operations, otherwise respond to unanticipated competitive pressures,
or repay our convertible debt.
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We may fail to develop products that are of adequate quality and reliability, which could negatively impact our ability
to sell our products and could expose us to significant liabilities.

We have had quality problems with our products, including those we have acquired in acquisitions. We may have
similar product quality problems in the future. We have replaced components in some products and replaced entire products
in accordance with our product warranties. We believe that our customers will demand that our products meet increasingly
stringent performance and reliability standards. If we cannot keep pace with technological developments, evolving industry
standards and new communications protocols, if we fail to adequately improve product quality and meet the quality standards
of our customers, or if our contract manufacturers fail to achieve the quality standards of our customers, we risk losing
business which would negatively impact our business, financial condition and results of operations. Design problems could
also damage relationships with existing and prospective customers and could limit our ability to market our products to large
wireless infrastructure manufacturers, many of which build their own products and have stringent quality control standards.
In addition, we have incurred significant costs addressing quality issues from products that we have acquired in certain of our
acquisitions, including warranty costs related to these products. While we seek recovery of amounts that we have paid, or
may pay in the future to resolve warranty claims through indemnification from the original manufacturer, this can be a costly
and time consuming process. In our contracts with customers, we negotiate liability limits but not all of the contracts contain
liability limits and some contracts contain limits which are greater than the price of the products sold. As a result, if we have
quality problems with our products that we cannot fix and our customers bring a claim against us, we could incur significant
liabilities which would have a material adverse effect on our business, financial condition and results of operations.

We may encounter unanticipated cost increases in coverage systems projects.

As part of our Coverage Solutions product group, we occasionally undertake installation projects in which we utilize
third party contractors in addition to our personnel to install and deploy Coverage Solutions. Installation projects can be very
complex and unanticipated factors or events may occur during a project which significantly impacts the expected cost of a
project. Therefore, as part of these projects, we may encounter unanticipated deployment and installation costs, which if not
reimbursed, will increase the overall costs of such projects and may have a negative impact on our gross margins, financial
condition and results of operations. We encountered such expenses in the first quarter of 2011 and may encounter them in
the future.

We may be adversely affected by the financial difficulties or bankruptcy of our customers.

One of our original equipment manufacturer customers, Nortel, filed for bankruptcy protection in the first quarter of
2009. Given the current economic weakness and uncertainty, it is possible that one or more of our other customers will suffer
significant financial difficulties, including potentially filing for bankruptcy protection. In such an event, the demand for our
products from these customers may decline significantly or cease completely. We cannot guarantee that we will be able to
continue to generate new demand to offset any such reductions from existing customers. If we are unable to continue to
generate new demand, our revenues will decrease and our business, financial condition and results of operations will be
negatively impacted.

We may not successfully evaluate the creditworthiness of our customers. While we maintain allowances for doubtful
accounts and for estimated losses resulting from the inability of our customers to make required payments, greater than
anticipated nonpayment and delinquency rates could harm our financial results and liquidity. Given the current economic
uncertainty, and the possibility of a future recession, there are potential risks of greater than anticipated customer defaults. If
the financial condition of any of our customers were to deteriorate, resulting in an impairment of their ability to make
payments, additional allowances would be required and would negatively impact our business, financial condition and results
of operations.
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We may incur unanticipated costs as we complete the restructuring of our business.

During fiscal 2011, we experienced a significant drop in our revenues, which fell by over 25% from fiscal 2010. We
believe that the reduction in our revenues was due to several factors, including significant slowdowns in spending by network
operators in several of our markets, including North America, Europe and the Middle East. In addition, we experienced a
significant reduction in demand from our original equipment manufacturing customers. In response to this sudden reduction
in revenues, we initiated new cost reduction measures to both lower our manufacturing costs and reduce our operating
expenses which resulted in restructuring charges in the fourth quarter of 2011 and will likely result in additional charges in
future periods. We announced in February 2012 that we intend to undertake additional restructuring activities to further
reduce our cost structure and operating costs. We have not yet finalized such restructuring plans. The failure to timely
complete and implement the additional restructuring activities as well as to obtain operating expense reductions could
undermine the anticipated benefits of the restructuring, which could adversely affect our business, financial condition and
results of operations. These anticipated benefits are based on projections and assumptions and our actual results may vary
from our projections. Also, in the future we may need to initiate additional restructuring actions that could result in
restructuring charges that could have a material impact on our business, financial condition and results of operations. Such
potential restructuring actions could include cash expenditures that would reduce our available cash balances, which would
have a negative impact on our business and our ability to repay our outstanding convertible subordinated debt.

The potential for increased commodity and energy costs may adversely affect our business, financial condition and
results of operations.

The worldwide economy has experienced significant fluctuations in the price of oil and energy during the last four
years and shortages of steel, copper and rare earth materials. Such fluctuations and shortages have resulted in significant price
increases which translated into higher freight and transportation costs and higher raw material supply costs. These higher
costs have negatively impacted our production costs. We are not normally able to pass on these higher costs to our customers,
and if we insist on raising prices, our customers may curtail their purchases from us. The costs of energy and items directly
related to the cost of energy will fluctuate due to factors that may not be predictable, such as the economy, political
conditions and the weather. Further increases in energy prices, raw material costs or the onset of inflationary pressures could
negatively impact our business, financial condition and results of operations.

Our average sales prices have declined, and we anticipate that the average sales prices for our products will continue
to decline and negatively impact our gross profit margins.

Wireless service providers are continuing to place pricing pressure on wireless infrastructure manufacturers, which in
turn, has resulted in lower selling prices for our products, with certain competitors aggressively reducing prices in an effort to
increase their market share. The consolidation of original equipment manufacturers such as Alcatel-Lucent and Nokia
Siemens Networks has concentrated purchasing power at the surviving entities, placing further pricing pressures on the
products we sell to such customers. Moreover, the recent recession and current economic uncertainty have caused wireless
service providers to become more aggressive in demanding price reductions as they attempt to reduce costs. As a result, we
are forced to further reduce our prices to such customers, which has negatively impacted our business, financial condition and
results of operations. If we do not agree to lower our prices as some customers request, those customers may stop purchasing
our products, which would significantly impact our business. We believe that the average sales prices of our products will
continue to decline for the foreseeable future. The weighted average sales price for our products declined in the range of 0%
to 11%, depending on the product line, from fiscal 2010 to fiscal 2011 and we expect that this will continue going forward.
Since wireless infrastructure manufacturers frequently negotiate supply arrangements far in advance of delivery dates, we
must often commiit to price reductions for our products before we know how, or if, we can obtain such cost reductions. In
addition, average sales prices are affected by price discounts negotiated without firm orders for large volume purchases by
certain customers. To offset declining average sales prices, we must reduce manufacturing costs and ultimately develop new
products with lower costs or higher average sales prices. If we cannot achieve such cost reductions or increases in average
selling prices, our gross margins will decline.
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Our suppliers, contract manufacturers or customers could become competitors.

Many of our customers, particularly our original equipment manufacturer customers, internally design and/or
manufacture their own wireless communications network products. These customers also continuously evaluate whether to
manufacture their own wireless communications network products or utilize contract manufacturers to produce their own
internal designs. Certain of our customers regularly produce or design wireless communications network products in an
attempt to replace products manufactured by us. In addition, some customers threaten to undertake such activities if we do
not agree to their requested price reductions. We believe that these practices will continue. In the event that our customers
manufacture or design their own wireless communications network products, these customers might reduce or eliminate their
purchases of our products, which would result in reduced revenues and would adversely impact our business, financial
condition and results of operations. Wireless infrastructure equipment manufacturers with internal manufacturing capabilities,
including many of our customers, could also sell wireless communications network products externally to other
manufacturers, thereby competing directly with us. In addition, our suppliers or contract manufacturers may decide to
produce competing products directly for our customers and, effectively, compete against us. If, for any reason, our customers
produce their wireless communications network products internally, increase the percentage of their internal production,
require us to participate in joint venture manufacturing with them, require us to reduce our prices, engage our suppliers or
contract manufacturers to manufacture competing products, or otherwise compete directly against us, our revenues would
decrease, which would adversely impact our business, financial condition and results of operations.

Our success is tied to the growth of the wireless services communications market and our future revenue growth is
dependent upon the expected increase in the size of this market.

Our revenues come principally from the sale of wireless communications network products and coverage solutions.
Our future success depends upon the growth and increased availability of wireless communications services. Wireless
communications services may not grow at a rate fast enough to create demand for our products, as we have experienced
periodically throughout the past several years. In addition, some of our network operator customers rely heavily on the
availability of credit to finance the build-out or expansion of their wireless networks. We believe that the ongoing economic
weakness and uncertainty and constrained credit markets have resulted in lower demand for our products in fiscal 2009, 2010
and 2011 and will likely result in a continuing reduction of demand from some of our customers in the near term. In addition,
during 2011 a major North America wireless network operator significantly reduced demand while it pursued plans for a
significant acquisition. Another example of unanticipated reductions was during fiscal 2006 and into fiscal 2007, when a
major North American wireless network operator significantly reduced demand for new products. In addition, during the
same period, several major equipment manufacturers began a process of consolidating their operations, which significantly
reduced their demand for our products. This reduced spending on wireless networks had a negative impact on our operating
results. If wireless network operators delay or reduce levels of capital spending, our business, financial condition and results
of operations would be negatively impacted.

Our reliance on contract manufacturers exposes us 1o risks of excess inventory or inventory carrying costs.

We use contract manufacturers to produce printed circuit boards for our products, and in certain cases, to manufacture
finished products. If our contract manufacturers are unable to respond in a timely fashion to changes in customer demand, we
may be unable to produce enough products to respond to sudden increases in demand, resulting in lost revenues.
Alternatively, in the case of order cancellations or decreases in demand, we may be liable for excess or obsolete inventory or
cancellation charges resulting from contractual purchase commitments that we have with our contract manufacturers. We
regularly provide rolling forecasts of our requirements to our contract manufacturers for planning purposes, pursuant to our
agreements, a portion of which is binding upon us. Additionally, we are committed to accept delivery on the forecasted terms
for a portion of the rolling forecast. Cancellations of orders or changes to the forecasts provided to any of our contract
manufacturers may result in cancellation costs payable by us. In the past, we have been required to take delivery of materials
from our suppliers and subcontractors that were in excess of our requirements, and we have previously recognized charges
and expenses related to such excess material. We expect that we will incur such costs in the future.

By using contract manufacturers, our ability to directly control the use of all inventories is reduced because we do not
have full operating control over their operations. If we are unable to accurately forecast demand for our contract
manufacturers and manage the costs associated with our contract manufacturers, we may be required to purchase excess
inventory and incur additional inventory carrying costs. If we or our contract manufacturers are unable to utilize such excess
inventory in a timely manner, and are unable to sell excess components or products due to their customized nature, our
business, financial condition and results of operations would be negatively impacted.
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Future additions to, or consolidations of manufacturing operations may present risks, and we may be unable to achieve
the financial and strategic goals associated with such actions.

We have previously added new manufacturing locations, as well as consolidated existing manufacturing locations, in
an attempt to achieve operating cost savings and improved operating results. We continually evaluate these types of
opportunities. We may acquire or invest in new locations, or we may consolidate existing locations into either existing or
new locations in order to reduce our manufacturing costs. For example, in 2009, we established a new manufacturing location
in Thailand. In addition, in February 2012, in response to a decline in revenue in the fourth quarter of fiscal 2011, we
announced that we were developing a new restructuring plan targeted at reducing our operating and manufacturing cost
structure. While we have not finalized the terms of the restructuring plan, it is possible that such plan may include the
consolidation or closing manufacturing operations. The addition, consolidation or closing of manufacturing locations subjects
us to numerous risks and uncertainties, including the following:

+ difficulty integrating the new locations into our existing operations;

« the possibility of severance costs and lease termination payments associated with consolidating or closing
manufacturing facilities;

»  difficulty consolidating existing locations into one location;

inability to achieve the anticipated financial and strategic benefits of the specific new location or consolidation;
+  significant unanticipated additional costs incurred to start up a new manufacturing location;

+  inability to attract key technical and managerial personnel to a new location;

inability to retain key technical and managerial personnel due to the consolidation of locations to a new location;
« diversion of our management’s attention from other business issues; and

« failure of our review and approval process to identify significant issues, including issues related to manpower,

raw material supplies, legal and financial contingencies.

If we are unable to manage these risks effectively as part of any investment in a new manufacturing location or
consolidation of locations, our business would be adversely affected.

Future acquisitions, or strategic alliances, may present risks, and we may be unable to achieve the financial and
strategic goals intended at the time of any acquisition or strategic alliance.

In the past, we have acquired and made investments in other companies, products and technologies and entered into
strategic alliances with other companies. We continually evaluate these types of opportunities. We may acquire or invest in
other companies, products or technologies, or we may enter into joint ventures, mergers or strategic alliances with other
companies. Such transactions subject us to numerous risks, including the following:

» difficulty integrating the operations, technology and personnel of the acquired company;
+  inability to achieve the anticipated financial and strategic benefits of the specific acquisition or strategic alliance;

+  significant additional warranty costs due to product failures and or design differences that were not identified
during due diligence, which could result in charges to earnings if they are not recoverable from the seller;

+  inability to retain key technical and managerial personnel from the acquired company;
+ difficulty in maintaining controls, procedures and policies during the transition and integration process;
«  diversion of our management’s attention from other business concerns;

« failure of our due diligence process to identify significant issues, including issues with respect to product quality,
product architecture, legal and financial contingencies, and product development; and

+  significant exit charges if products acquired in business combinations are unsuccessful.

If we are unable to manage these risks effectively as part of any acquisition or joint venture, our business would be
adversely affected.
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We may fail to develop products that are sufficiently manufacturable, which could negatively impact our ability to sell
our products.

Manufacturing our products is a complex process that requires significant time and expertise to meet customers’
specifications and expectations. Successful manufacturing is substantially dependent upon the ability to assemble and tune
these products to meet specifications in an efficient manner. In this regard, we largely depend on our staff of assembly
workers and trained technicians at our internal manufacturing operations in the U.S. and Asia, as well as our contract
manufacturers’ staff of assembly workers and trained technicians. We have previously experienced problems in the
manufacturing of new products where our actual costs have exceeded our expectations and our production yields have not
met our internal expectations. Such issues have had a negative impact on gross margins and results of operations. If we
cannot design our products to minimize the manual assembly and tuning process, or if we or our contract manufacturers lose
a number of trained assembly workers and technicians or are unable to attract additional trained assembly workers or
technicians, we may be unable to have our products manufactured in a cost effective manner.

If we are unable to hire and retain highly-qualified technical and managerial personnel, we may not be able to sustain
or grow our business.

Competition for personnel, particularly qualified engineers, is intense. The loss of a significant number of qualified
engineers, as well as the failure to recruit and train additional technical personnel in a timely manner, could have a material
adverse effect on our business, financial condition and results of operations. The departure of any of our management and
technical personnel, the breach of their confidentiality and non-disclosure obligations to us, or the failure to achieve our
intellectual property objectives may also have a material adverse effect on our business.

We believe that our success depends upon the knowledge and experience of our management and technical personnel
and our ability to market our existing products and to develop new products. Our employees are generally employed on an at-
will basis and do not have non-compete agreements. Consequently, we have had employees leave us to work for competitors,
and we may continue to experience this.

There are significant risks related to our internal and contract manufacturing operations in Asia and Europe.

As part of our manufacturing strategy, we utilize contract manufacturers to make finished goods and supply printed
circuit boards in China, Europe, India, Singapore and Thailand. We also maintain our own manufacturing operations in
China, the U.S. and Thailand. There are particular risks of doing business in each jurisdiction and to doing business in foreign
Jjurisdictions generally.

For example, the Chinese legal system lacks transparency, which gives the Chinese central and local government
authorities a higher degree of control over our business in China than is customary in the U.S., which makes the process of
obtaining necessary regulatory approval in China inherently unpredictable. In addition, the protection accorded our
proprietary technology and know-how under the Chinese and Thai legal systems is not as strong as in the U.S. and, as a
result, we may lose valuable trade secrets and competitive advantage. Also, manufacturing our products and utilizing contract
manufacturers, as well as other suppliers throughout the Asia region, exposes our business to the risk that our proprietary
technology and ownership rights may not be protected or enforced to the extent that they may be in the U.S. Although the
Chinese government has been pursuing economic reform and a policy of welcoming foreign investments during the past two
decades, it is possible that the Chinese government will change its current policies in the future, making continued business
operations in China difficult or unprofitable.

As another example, in September 2006, Thailand experienced a military coup which overturned the existing
government. In late 2008, anti-government protests and civilian occupations culminated with a court-ordered ouster of
Thailand’s prime minister. In 2009 and 2010, continuing turmoil impacted the government of Thailand. To date, this has not
had a significant impact on our operations in Thailand. In 2011, Thailand experienced significant flooding that disrupted
many companies’ operations in Thailand. While we did not experience any direct disruptions, these types of natural disasters
could impact our operations in the future. If there are future coups or some other type of political unrest, such activity may
impact the ability to manufacture products in this region and may prevent shipments from entering or leaving the country.
Any such disruptions could have a material negative impact on our business, financial condition and results of operations.

Furthermore, we require air or ocean transport to deliver products built in our various manufacturing locations to our
customers. High energy costs have increased our transportation costs which have had a negative impact on our production
costs. Transportation costs would also escalate if there were a shortage of air or ocean cargo space and any significant
increase in transportation costs would cause an increase in our expenses and negatively impact our business, financial
condition and results of operations. In addition, if we are unable to obtain cargo space or secure delivery of components or
products due to labor strikes, lockouts, work slowdowns or work stoppages by longshoremen, dock workers, airline pilots or
other transportation industry workers, our delivery of products could be delayed.
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The initial sales cycle associated with our products is typically lengthy, often lasting from nine to eighteen months,
which could cause delays in forecasted sales and cause us to incur substantial expenses before we record any
associated revenues.

Our customers normally conduct significant technical evaluations, trials and qualifications of our products before
making purchase commitments. This qualification process involves a significant investment of time and resources from both
our customers and us in order to ensure that our product designs are fully qualified to perform as required. The qualification
and evaluation process, as well as customer field trials, may take longer and be more expensive than initially forecasted,
thereby delaying the shipment of sales forecasted for a specific customer for a particular quarter and causing our operating
results for the quarter to be less than originally forecasted. Such a sales shortfall would reduce our profitability and negatively
impact our business, financial condition and results of operations.

We conduct a significant portion of our business internationally, which exposes us to increased business risks.

For fiscal years 2011, 2010 and 2009, international revenues (excluding North American sales) accounted for
approximately 60%, 63% and 73% of our net sales, respectively. There are many risks that currently impact, and will
continue to impact, our international business and multinational operations, including the following:

+  compliance with multiple and potentially conflicting regulations in Europe, Asia and North and South America,
including export requirements, tariffs, import duties and other trade barriers, as well as health and
safety requirements;

+  potential labor strikes, lockouts, work slowdowns and work stoppages at U.S. and international ports;
» differences in intellectual property protection rights throughout the world;

« difficulties in staffing and managing foreign operations in Europe, Asia and South America, including relations
with unionized labor pools in Europe and in Asia;

»  longer accounts receivable collection cycles in Europe, Asia and South America;
»  currency fluctuations and resulting losses on currency translations;
= terrorist attacks on American companies;

»  economic instability, including inflation and interest rate fluctuations, such as those previously seen in South
Korea and Brazil;

+  competition for foreign-based suppliers and from foreign-based competitors throughout the world;
» overlapping or differing tax structures;

+ the complexity of global tax and transfer pricing rules and regulations and our potential inability to benefit/offset
losses in one tax jurisdiction with income from another;

+ cultural and language differences between the U.S. and the rest of the world; and

+  political or civil turmoil, such as that occurring in Thailand.

Any failure on our part to manage these risks effectively would seriously reduce our competitiveness in the wireless
infrastructure marketplace.

Protection of our intellectual property is limited.

We rely upon trade secrets and patents to protect our intellectual property. We execute confidentiality and non-
disclosure agreements with certain employees and our suppliers, as well as limit access to and distribution of our proprietary
information. We have an ongoing program to identify and file applications for U.S. and other international patents.

The departure of any of our management and technical personnel, the breach of their confidentiality and non-disclosure
obligations to us, or the failure to achieve our intellectual property objectives could have a material adverse effect on our
business, financial condition and results of operations. We do not have non-compete agreements with our employees who are
generally employed on an at-will basis. Therefore, we have had employees leave us and go to work for competitors and we
may continue to experience this. If we are not successful in prohibiting the unauthorized use of our proprietary technology or
the use of our processes by a competitor, our competitive advantage may be significantly reduced which would result in
reduced revenues.
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We are at risk of third-party claims of infringement that could harm our competitive position.

We have received third-party claims of infringement in the past and have been able to resolve such claims without
having a material impact on our business. As the number of patents, copyrights and other intellectual property rights in our
industry increases, and as the coverage of these rights and the functionality of the products in the market further overlap, we
believe that we may face additional infringement claims. These claims, whether valid or not, could result in substantial cost
and diversion of our resources. A third-party claiming infringement may also obtain an injunction or other equitable relief,
which could effectively block the distribution or sale of allegedly infringing products, which would adversely affect our
customer relationships and negatively impact our revenues.

The communications industry is heavily regulated. We must obtain regulatory approvals to manufacture and sell our
products, and our customers must obtain approvals to operate our products. Any failure or delay by us or any of our
customers to obtain these approvals could negatively impact our ability to sell our products.

Various governmental agencies have adopted regulations that impose stringent radio frequency emissions standards on
the communications industry. Future regulations may require that we alter the manner in which radio signals are transmitted
or otherwise alter the equipment transmitting such signals. The enactment by governments of new laws or regulations or a
change in the interpretation of existing regulations could negatively impact the market for our products.

The increasing demand for wireless communications has exerted pressure on regulatory bodies worldwide to adopt new
standards for such products, generally following extensive investigation and deliberation over competing technologies. The
delays inherent in this type of governmental approval process have caused, and may continue to cause, the cancellation,
postponement or rescheduling of the installation of communications systems by our customers. These types of unanticipated
delays may result in delayed or canceled customer orders.

We are subject to numerous governmental regulations concerning the manufacturing and use of our products. We must
stay in compliance with all such regulations and any future regulations. Any failure to comply with such regulations, and the
unanticipated costs of complying with future regulations, may adversely affect our business, financial condition and results
of operations.

We manufacture and sell products which contain electronic components, and as such components may contain
materials that are subject to government regulation in both the locations that we manufacture and assemble our products, as
well as the locations where we sell our products. An example of a regulated material is the use of lead in electronic
components. We maintain compliance with all current government regulations concerning the materials utilized in our
products, for all the locations in which we operate. Since we operate on a global basis, this is a complex process which
requires continual monitoring of regulations and an ongoing compliance process to ensure that we and our suppliers are in
compliance with all existing regulations. There are areas where future regulations may be enacted which could increase our
cost of the components that we utilize. While we do not currently know of any proposed regulation regarding components in
our products, which would have a material impact on our business, if there is an unanticipated new regulation which
significantly impacts our use of various components or requires more expensive components, that would have a material
adverse impact on our business, financial condition and results of operations.

Our manufacturing process is also subject to numerous governmental regulations, which cover both the use of various
materials as well as environmental concerns. We maintain compliance with all current government regulations concerning
our production processes, for all locations in which we operate. Since we operate on a global basis, this is also a complex
process which requires continual monitoring of regulations and an ongoing compliance process to ensure that we and our
suppliers are in compliance with all existing regulations. There are areas where future regulations may be enacted which
could increase our manufacturing costs. One area which has a large number of potential changes in regulations is the
environmental area. Environmental areas such as pollution and climate change have had significant legislative and regulatory
efforts on a global basis, and there are expected to be additional changes to the regulations in these areas. These changes
could directly increase the cost of energy which may have an impact on the way we manufacture products or utilize energy to
produce our products. In addition, any new regulations or laws in the environmental area might increase the cost of raw
materials we use in our products. While future changes in regulations appears likely, we are currently unable to predict how
any such changes will impact us and if such impacts will be material to our business. If there is a new law or regulation that
significantly increases our costs of manufacturing or causes us to significantly alter the way that we manufacture our
products, this would have a material adverse effect on our business, financial condition and results of operations.
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The wireless communications infrastructure equipment industry is extremely competitive and is characterized by rapid
technological change, frequent new product development, rapid product obsolescence, evolving industry standards and
significant price erosion over the life of a product. If we are unable to compete effectively, our business, financial condition
and results of operations would be adversely affected.

Our products compete on the basis of the following characteristics:
»  performance;
» functionality;
* reliability;
*  pricing;
» quality;
+  designs that can be efficiently manufactured in large volumes;
»  time-to-market delivery capabilities; and

«  compliance with industry standards.

If we fail to address one or more of the above factors in the design and manufacturing of our products, there could be a
material adverse effect on our business, financial condition and results of operations.

Our current competitors include Comba Telecom Systems Holdings Ltd, CommScope, Inc., Fujitsu Limited, Hitachi
Kokusai Electric Inc., Japan Radio Co., Ltd., Kathrein-Werke KG, Radio Frequency Systems, and Tyco Electronics in
addition to a number of privately held companies throughout the world, subsidiaries of certain multinational corporations and
the internal manufacturing operations and design groups of the leading wireless infrastructure manufacturers such as Alcatel-
Lucent, Ericsson, Huawei, Motorola, Nokia Siemens Networks and Samsung. Some competitors have adopted aggressive
pricing strategies in an attempt to gain market share, which in turn, has caused us to lower our prices in order to remain
competitive. Such pricing actions have had an adverse effect on our business, financial condition and results of operations. In
addition, some competitors have significantly greater financial, technical, manufacturing, sales, marketing and other
resources than we do and have achieved greater name recognition for their products and technologies than we have. If we are
unable to successfully increase our market penetration or our overall share of the wireless communications infrastructure
equipment market, our revenues will decline, which would negatively impact our business, financial condition and results
of operations.

Our failure to enhance our existing products or to develop and introduce new products that meet changing customer
requirements and evolving technological standards could have a negative impact on our ability to sell our products.

To succeed, we must improve current products and develop and introduce new products that are competitive in terms
of the various factors outlined in the risk factor above. These products must adequately address the requirements of wireless
infrastructure manufacturing customers and end-users. To develop new products, we invest in the research and development
of wireless communications network products and coverage solutions. We target our research and development efforts on
major wireless network deployments worldwide, which cover a broad range of frequency and transmission protocols. In
addition, we are currently working on products for next generation networks, as well as development projects for products
requested by our customers and improvements to our existing products. The deployment of a wireless network may be
delayed which could result in the failure of a particular research or development effort to generate a revenue producing
product. Additionally, the new products we develop may not achieve market acceptance or may not be able to be
manufactured cost effectively in sufficient volumes. Our research and development efforts are generally funded internally
and our customers do not normally pay for our research and development efforts. These costs are expensed as incurred.
Therefore, if our efforts are not successful at creating or improving products that are purchased by our customers, there will
be a negative impact on our business, financial condition and results of operations due to high research and
development expenses.

We may experience significant variability in our quarterly and annual effective tax rate.

Variability in the mix and profitability of domestic and international activities, repatriation of earnings from foreign
affiliates, identification and resolution of various tax uncertainties and the inability to realize net operating losses and other
carry-forwards included in deferred tax assets, among other matters, may significantly impact our effective income tax rate in
the future. A significant increase in our effective income tax rate could have a material adverse impact on our business,
financial condition and results of operations.
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Our business is subject to the risks of earthquakes and other natural catastrophic events, and to interruptions by man-
made problems such as computer viruses or terrorism.

Our corporate headquarters and a large portion of our U.S.-based research and development operations are located in
the State of California in regions known for seismic activity. In addition, we have production facilities and have outsourced
some of our production to contract manufacturers in Asia, another region known for seismic activity. In addition, we have a
manufacturing location in Thailand, a country that suffered significant flooding during 2011. A significant natural disaster,
such as an earthquake or flooding, in either of these regions could have a material adverse effect on our business, financial
condition and results of operations. In addition, despite our implementation of network security measures, our servers are
vulnerable to computer viruses, break-ins, and similar disruptions from unauthorized tampering with our computer systems.
Any such event could have a material adverse effect on our business, financial condition and results of operations.

Our ability to publicly or privately sell equity securities and the liquidity of our Common Stock could be adversely
affected if we are delisted from the NASDAQ Global Select Market or if we are unable to transfer our listing to another
stock market.

Our Common Stock is listed for trading on the NASDAQ Global Market. NASDAQ has adopted a number of
continued listing standards that are applicable to the Common Stock, including a requirement that the bid price of the
Common Stock be at least $1.00 per share. Failure to maintain the minimum bid price can result in the delisting of the
Common Stock from the NASDAQ Global Market.

The bid price for our Common Stock on the NASDAQ Global Select Market was below $1.00 for a significant period
of time during fiscal 2009. In addition, during October 2011, the bid price of our Common Stock was again below
$1.00. Effective October 28, 2011, we completed a 1-for-5 Reverse Stock Split of our issued and outstanding Common Stock
that raised our price per share above $1.00. However, following the disclosure of our fourth quarter financial results, the bid
price of our Common Stock is again near $1.00 per share and our Common Stock may be at risk of delisting from the
NASDAQ Global Market unless we are able to take action to prevent such delisting.

If our Common Stock is delisted by NASDAQ, our Common Stock may be eligible to trade on the OTC Bulletin Board
maintained by NASDAQ, or another over-the-counter market. Any such alternative would likely result in it being more
difficult for investors to dispose of, or obtain accurate quotations as to the market value of, our Common Stock. In addition,
there can be no assurance that our Common Stock would be eligible for trading on any such alternative exchange or markets.

In addition, delisting from NASDAQ could adversely affect our ability to raise additional capital through the public
or private sale of equity securities. Delisting from NASDAQ would also make trading our Common Stock more difficult for
investors, potentially leading to further declines in our share price and inhibiting the ability of our stockholders to liquidate
all or part of their investments in the Company.

The price of our Common Stock has been, and may continue to be, volatile and our shareholders may not be able to
resell shares of our Common Stock at or above the price paid for such shares.

The price for shares of our Common Stock has exhibited high levels of volatility with significant volume and price
fluctuations, which makes our Common Stock unsuitable for many investors. For example, for the three years ended January
1, 2012, the closing price of our Common Stock ranged from a high of $25.25 to a low of $1.15 per share (as adjusted for the
1-for-5 share Reverse Stock Split). At times, the fluctuations in the price of our Common Stock may have been unrelated to
our financial condition and operating performance. These broad fluctuations may negatively impact the market price of
shares of our Common Stock.

The price of our Common Stock may continue to fluctuate greatly in the future due to a variety of factors, including:

fluctuations in our results of operations or the operations of our competitors or customers;
*  the loss of a key customer or significant reductions in the amount or value of orders from key customers;

+ failure of our results of operations and sales revenues to meet the expectations of stock market analysts
and investors;

*  the aggregate amount of our outstanding debt and perceptions about our ability to make debt service payments;

¢ reductions in wireless infrastructure demand or expectations regarding future wireless infrastructure demand by
our customers;

*  delays or postponement of wireless infrastructure deployments, or larger than anticipated costs associated with
such deployments;
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+  changes in stock market analyst recommendations regarding us, our competitors or our customers;

+  the timing and announcements of technological innovations, new products or financial results by us or
our competitors;

« increases in the number of shares of our Common Stock outstanding, including upon the conversion of
outstanding debt securities;

¢ changes in the wireless industry;.
«  changes in general financial and other market conditions; and

+ domestic and international economic and regulatory conditions.

In addition, the potential conversion of our outstanding convertible debt and other instruments could result in a
significant increase in the number of outstanding shares of our Common Stock. Such an increase may lead to sales of shares
or the perception that sales may occur, either of which may adversely affect the market for, and the market price of, our
Common Stock. Any potential future sale or issuance of shares of our Common Stock or instruments convertible or
exchangeable into shares of our Common Stock, or the perception that such sales or transactions could occur, could adversely
affect the market price of our Common Stock. Based on the foregoing factors, we expect that our stock price will continue to
be extremely volatile. Therefore, we cannot guarantee that our investors will be able to resell our Common Stock at or above
the price at which they purchased it.

A material decline in the price of our Common Stock may result in the assertion of certain claims against us, and/or the
commencement of inquiries and/or investigations against us. See Item 3 of Part I of this annual report under the heading
“Legal Proceedings.” A prolonged decline in the price of our Common Stock could result in a reduction in the liquidity of our
Common Stock or a reduction in our ability to raise capital. Any reduction in our ability to raise equity capital in the future
may force us to allocate funds from other planned uses and could have a significant negative effect on our business plans
and operations.

Issuance of shares of our Common Stock upon conversion of our outstanding convertible instruments and future sales
of our Common Stock could adversely affect our Common Stock price.

As of February 21, 2012, an aggregate of 3,447,305 shares of our Common Stock were issuable upon exercise of
outstanding stock options under our stock option plans, and an additional 2,856,530 shares of our Common Stock were
reserved for the issuance of additional options and shares under these plans. Furthermore an aggregate of 3,444,315 shares of
our Common Stock were issuable upon conversion of our 3.875% Notes, and an aggregate of 6,406,150 shares of our
Common Stock were issuable upon conversion of our 2.75% Notes.

Future sales of our Common Stock and instruments convertible or exchangeable into our Common Stock, or the
perception that such sales or transactions could occur, may adversely affect the market price of our Common Stock. In
addition, this may also make it more difficult for us to sell equity securities in the future at an appropriate time and price.

Certain provisions contained in our charter and bylaws could make it more difficult for a third-party to acquire us,
even if doing so would be beneficial to our stockholders.

Certain provisions of our certificate of incorporation, as amended, and bylaws, as amended, are intended to encourage
potential acquirers to negotiate with us and allow our Board of Directors the opportunity to consider alternative proposals in
the interest of maximizing shareholder value. These provisions may have the effect of deterring hostile takeovers or delaying
or preventing changes in control or our management. For example, our bylaws provide that special meetings of stockholders
may be called only by our board of directors or certain officers, and may not be called by our stockholders. In addition, our
bylaws provide that stockholders seeking to present proposals before, or nominate candidates for election as directors at, a
meeting of stockholders must provide advanced notice to us in writing and must provide specified information. Our
certificate of incorporation grants our board of directors the authority to issue preferred stock, which could potentially be
used to discourage attempts by third parties to obtain control of us through a merger, tender offer, proxy or consent
solicitation or otherwise, by making those attempts more difficult to achieve or more costly. Furthermore, Section 203 of the
Delaware General Corporation Law, which continues to apply to us, prohibits a public Delaware corporation from engaging
in certain business combinations with an “interested stockholder” (as defined in such section) for a period of three years
following the time that such stockholder became an interested stockholder without the prior consent of our board of directors.
This section, as well as certain provisions of our certificate of incorporation, may make the removal of management more
difficult and may discourage transactions that otherwise could involve the payment of a premium over prevailing market
prices for our securities.
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ITEM 1B.  UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We believe that our existing facilities provide adequate space for our operations. The following table shows our
significant facilities:

Approximate
Floor Area in

Location Owned/Leased Square Feet
Administrative Facilities:
Santa Ana, California.........ceeeevevveevoeeeeinieeeerereeeeeeeenens Leased 367,000
Kempele, Finland .........c..c.cccoovmvivvvvinee e, Owned 246,000
Hyderabad, India..............cccooovvevviniiiiiiecec e, Leased 52,000
Kista, SWeden.........ccccoveeveiviiiiiciicee e Leased 21,000
Shipley, United Kingdom..........cccccevvmvivrrnveereireeenennne. Leased 18,000
Coppell, TEXaS.....cceeereeerrerrrnrecenrecnsieei et Leased 17,000
Manufacturing Facilities:
Suzhou, China .........ccccooveiiiieiieece e, Leased 164,000
Laem Chabang, Thailand .........c..ccoovevienreviniieennn, Owned 135,000
Total...oociiceee e 1,020,000

Additionally, we maintain 11 sales, engineering, and operating offices worldwide. The administrative facilities consist
of our sales, engineering, research and development and corporate headquarters.

ITEM 3. LEGAL PROCEEDINGS

On November 4, 2011, Jaybeam Wireless SAS and Jaybeam Limited filed a patent infringement lawsuit against the
Company in United States District Court for the District of Delaware. The complaint alleges infringement by the Company of
US patent 7,286,092 entitled Radio Communications Antenna with Misalignment of Radiation Lobe by Variable Phase
Shifter. The complaint seeks compensatory damages, treble damages for willful infringement and temporary and permanent
injunctive relief. The plaintiffs have not served the complaint on the Company and the parties are engaged in settlement
discussions. If the parties are unable to reach a mutually agreed upon settlement, the Company intends to vigorously defend
this matter.

In the first quarter of 2012, a purported shareholder class action complaint was filed in the United States District Court
for the Central District of California against the Company, its President and Chief Executive Officer and its Chief Financial
Officer. The complaint, Pawel I. Kmiec v. Powerwave Technologies, Inc. et. al. asserts claims under Sections 10(b) and 20(a)
of the Exchange Act and Rule 10b-5 thereunder. The complaint purports to state claims on behalf of all persons who
purchased our Common Stock between February 1, 2011 and October 18, 2011 and seeks compensatory damages in an
amount to be proven at trial. The complaint alleges that the defendants made misleading statements or omissions concerning
the Company’s operations and projected sales revenues. The Company believes that the purported shareholder class action is
without merit and intends to defend it vigorously.

On February 23, 2012, one additional lawsuit that relates to the above purported shareholder class action was filed. The
lawsuit, Yin Shen v. Buschur, et al., filed in the Superior Court of California, is a shareholder derivative action, purported to
be brought by an individual shareholder on behalf of Powerwave, against certain executive officers and the current directors
of Powerwave. Powerwave is also named as a nominal defendant. The allegations of the derivative complaint closely
resemble those in the class action and pertain to the time period of February 1, 2011 through October 18, 2011. Based on
those allegations, the derivative complaint asserts various claims for breach of fiduciary duty under state law.

In addition to the litigation discussed above, we are subject to other legal proceedings and claims in the normal course
of business. We are currently defending these proceedings and claims, and, although the outcome of legal proceedings is
inherently uncertain, we anticipate that we will be able to resolve these matters in a manner that will not have a material
adverse effect on our consolidated financial position, results of operations or cash flows.

ITEM 4. MINE SAFETY DISCLOSURE
Not Applicable
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PART H

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

Our Common Stock is quoted on the NASDAQ Global Select Market under the symbol PWAV. Below are the high
and low sales prices as reported by NASDAQ for our Common Stock for the periods indicated (all periods have been restated
to reflect the effect of the 1-for-5 Reverse Stock Split which was effective on October 28, 2011).

High Low

Fiscal Year 2011

First Quarter Ended April 3, 2011 ..o, $24.35 $12.70

Second Quarter Ended July 3, 2011 ... $23.85 $12.35

Third Quarter Ended October 2, 2011 .................. $15.45 $ 6.10

Fourth Quarter Ended January 1, 2012.................. $ 8.60 $ 1.42
Fiscal Year 2010

First Quarter Ended April 4,2010.............ccccoeiene. $ 7.65 $ 525

Second Quarter Ended July 4,2010..................... $ 9.70 $ 620

Third Quarter Ended October 3, 2010.................... $10.50 $ 7.10

Fourth Quarter Ended January 2, 2011................... $13.85 $ 8.60

Holders

There were 522 stockholders of record as of February 22, 2012. We believe there are approximately 10,000
stockholders of Powerwave’s Common Stock held in street name.

Dividends

We have not paid any dividends to date and do not anticipate paying any dividends on our Common Stock in the
foreseeable future. We are prevented by the terms of our Credit Agreement from paying dividends on our Common Stock
without obtaining the consent of lenders. We anticipate that all future earnings will be retained to finance future growth.

Issuer Purchases of Equity Securities

The following table details the repurchases of our Common Stock that were made during the quarter ended
January 1, 2012:

Approximate Dollar

Total Average Total Number of Value of Shares
Number Price Shares Purchased That May Yet Be
of Shares per as Part of Publicly Purchased Under
Period Purchased Share Announced Plan the Plan
(In thousands) (In thousands)

October 3 — November 6 .................... 935(1) $ 3.40 — —
November 7 — December 4................. — — — —
December 5 — January 1 ..................... — — — —

» In October 2011, an aggregate of 935 shares of Common Stock were repurchased by the Company representing
fractional shares resulting from the 1-for-5 Reverse Stock Split.
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STOCK PERFORMANCE GRAPH

The following graph compares the cumulative total shareholder return for our Common Stock with the cumulative total
return of the S&P 500 Index and the S&P Communications Equipment Index. The presentation assumes $100 invested on
January 1, 2006 in our Common Stock, the S&P 500 Index and the S&P Communications Equipment Index with all
dividends reinvested. No cash dividends were declared on our Common Stock during this period. Shareholder returns over
the indicated period should not be considered indicative of future shareholder returns.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Powerwave Technologies, Inc., the S&P 500 Index, and the S&P Communications Equipment
index

$120 -
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12/31/06 12/30/07 12/28/08 13110 112111 1112

—&— Powerwave Technologies, inc. — & —S&P 500 ---8--- S&P Communications Equipment

*$100 invested on 12/31/06 in stock or index, including reinvestment of dividends.
Indexes calculated on month-end basis.

Powerwave Comnsluf:ifations
Measurement Period (Fiscal Year Covered) Technologies, Inc. S & P 500 Index Equipment Index
2007 ..ttt sttt eteae st eseeean $ 69.15 $ 105.49 $ 102.05
2008 ...t renan $ 7.72 $ 66.46 $ 61.05
2009 ...ttt $ 19.53 $ 84.05 $ 89.62
2000 ettt $ 39.38 $ 96.71 $ 87.65
20T bt $ 6.45 $ 98.75 $ 84.54

The material in the above performance graph does not constitute soliciting material and should not be deemed filed or
incorporated by reference into any other Company filing, whether under the Securities Act or the Exchange Act, and whether
made on, before or after the date of this annual report and irrespective of any general incorporation language in such filing,
except to the extent we specifically incorporate this performance graph by reference therein.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should be read together with the information under Management's Discussion
and Analysis of Financial Condition and Results of Operations in Part I, Item 7 of this annual report and our financial
statements and the notes to those financial statements in Part II, Item 8 of this annual report. The selected financial data
reflects financial data from Powerwave and its subsidiaries on a consolidated basis. The selected consolidated statements of
operations data for the fiscal years ended January 1, 2012, January 2, 2011 and January 3, 2010 and balance sheet data as of
January 1, 2012 and January 2, 2011 set forth below have been derived from the audited financial statements in Part I1,

Item 8 of this annual report. The selected consolidated statements of operations data for the fiscal years ended December 28,
2008 and December 30, 2007 and consolidated balance sheet data as of and January 3, 2010, December 28, 2008

and December 30, 2007 set forth below have been derived from the audited financial statements for such years not included
in this annual report. The historical results presented here are not necessarily indicative of future results.

Fiscal Year Ended
(in thousands, except per share data)
January 1, January 2, January 3, December 28, December 30,
2012 (2) 2011 (2) 2010 (2) 2008 (1) (2) 2007 (1) (2)
Consolidated Statements of Operations Data:
NEL SALES....ooiviierieriereereeteeteetreseresece e e seeeereeeneens $444.446 $591,461 $567,486 $ 890,234 $ 780,517
Gross Profit.......cccoeeveceeiciniiininesnceie e, 87,824 169,851 142,492 147,528 87,251
Operating income (10SS)......cccorvivieviiniineeeinancnns (53,698) 26,824 (1,877) (380,043) (300,271)
Net inCome (10SS) ..vvveeeereerreeereeneerreeccnecresesnenes $(77,619) $ 3,713 $ (5,670) $ (362,293) $ (316,897)
Net earnings (loss) per share:
BaSIC.ueiieiiicieeetieecireeeee e sene e $ (36) $ 0.14 $ (022) $ (13.82) $ (12195
Diluted......ccvveeiieeeeere e $ (236) $ 0.14 $ (022) $ (13.82) $  (12.15)
Basic weighted average common shares................ 32,869 26,629 26,361 26,215 26,079
Diluted weighted average common shares............. 32,869 27,243 26,361 26,215 26,079

Consolidated Balance Sheet Data:
Cash, cash equivalents, restricted cash and short-

term INVESTMENTS ...c.covevnvrrrirerreerenreriirnrreseeeerenens $ 70,283 $ 62,531 $ 63,039 $ 50,339 $ 65,517
Working capital ........cccocovvreciiniiniinniiniinne $194,342 $131,760 $175,414 $ 179,059 $ 192,160
TOtal ASSELS ..ocovvvveeieeriieee e cerre et ee e $342,330 $425,584 $389,852 § 487,294 $ 980,069
Long-term debt, net of current portion .................. $252,190 $150,000 $268,983 $ 285,256 $ 314,883
Total shareholders’ equity (deficit)..........oceceunneee. $(32,698) $ 61279 $§ 612 § 5384 $ 416,576

™ Fiscal years 2008 and 2007 include significant intangible asset amortization, acquisition and restructuring and
impairment charges totaling $397.0 million, and $229.1 million, respectively.

@ Fiscal year 2011 includes a loss of approximately $0.9 million related to the repurchase of $55.5 million in aggregate
principal amount of convertible subordinated debt. Fiscal year 2010 includes a loss related to the repurchase of
convertible subordinated debt of $0.4 million, a loss on conversion of convertible subordinated debt of $1.0 million and
a gain on exchange of convertible subordinated debt of $0.5 million. See Note 4 of the Notes to Consolidated Financial
Statements under Part I, Item 8, Financial Statements and Supplementary Data. Fiscal years 2009, 2008 and 2007
include gains related to the repurchase of outstanding convertible subordinated debt of $9.8 million, $26.3 million and
$2.2 million respectively.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following discussion and analysis should be read in conjunction with the “Selected Financial Data” in Part 11,
Item 6 of this annual report and our consolidated financial statements and related notes included in Part I, Item 8 of this
annual report. This discussion and analysis contains forward-looking statements, the realization of which may be impacted by
certain important factors including, but not limited to, those risk factors included in Part I, Item IA of this annual report and
“Cautionary Statement Relating to Forward Looking Statements” included at the beginning of this annual report.

Introduction and Overview

We are a global supplier of end-to-end wireless solutions for wireless communications networks. Our business consists
of the design, manufacture, marketing and sale of products to improve coverage, capacity and data speed in wireless
communications networks. Our principal products include antennas, boosters, combiners, cabinets, shelters, filters, radio
frequency power amplifiers, remote radio head transceivers, repeaters, tower-mounted amplifiers and advanced coverage
solutions. These products are utilized in major wireless networks throughout the world which support voice and data
communications by use of cell phones and other wireless communication devices. We sell our products to both original
equipment manufacturers, who incorporate our products into their proprietary base stations (which they then sell to wireless
network operators), and directly to individual wireless network operators for deployment into their existing networks. We
have also started marketing to new markets such as government, public safety, military and homeland security.

During the last ten years, demand for wireless communications infrastructure equipment has fluctuated dramatically.
While demand for wireless infrastructure was strong during 2005, it weakened for us during 2006 and 2007 due to significant
reductions in demand by three of our major customers, as well as a general slowdown in overall demand within the wireless
infrastructure industry. For most of 2008, demand for our products once again increased, however, in the fourth quarter of
2008 demand was negatively impacted by the global economic recession. The recession and the ensuing period of economic
weakness and uncertainty have significantly impacted demand for our products during the last three years. In particular our
revenue in 2009 fell by 36% from 2008 levels, negatively impacting our financial results. In response, during 2008 and 2009,
we initiated several cost cutting measures aimed at lowering our operating expenses. During fiscal 2011, our revenue
declined by 25% compared to fiscal 2010. In addition, during the second half of 2011 our revenues fell by over 55% as
compared to the first half of 2011. We believe that the reduction in our revenues in the second half of 2011 was due to several
factors, including, significant slowdowns in spending by network operators in several of our markets, including North
America, Western and Eastern Europe and the Middle East. In addition, we experienced a significant reduction in demand
from our original equipment manufacturing customers. In response to this sudden reduction in revenues, we initiated cost
reduction measures to both lower our manufacturing costs and reduce our operating expenses. We are also planning to initiate
additional cost reduction activities during 2012 to further lower our manufacturing costs and operating expenses. We cannot
predict if such future measures will be successful, and we may be required to further reduce operating expenses and
manufacturing costs if there is a significant or prolonged reduction in demand by our customers.

In the past, there have been significant deferrals in capital spending by wireless network operators due to delays in the
expected deployment of infrastructure equipment and financial difficulties on the part of the wireless network operators who
were forced to consolidate and reduce spending to strengthen their balance sheets and improve their profitability. Continuing
economic weakness and uncertainty, increasing energy and commodity costs, continued low consumer confidence, reduced
property values, constrained credit markets and concerns about sovereign debt in some countries in the European Union have
had a negative impact on the availability of financial capital, which has limited capital expenditures by wireless network
operators, and will likely have a negative impact of such expenditures going forward in the near term. All of these factors can
have a significant negative impact on overall demand for wireless infrastructure products, and, we believe, at various times,
have directly reduced demand for our products and increased price competition within our industry, which has in the past led
to reductions in our revenues and contributed to our reported operating losses. In addition to the significant reduction in
revenues during the second half of 2011, an example of prior reductions was during fiscal 2006 and 2007, when we
experienced a significant slowdown in demand from one of our direct network operator customers, AT&T, as well as reduced
demand from several of our original equipment manufacturing customers, including Nokia Siemens Networks and Nortel

Networks, all of which combined to result in directly reduced demand for our products and contributed to our operating
losses for both fiscal 2006 and 2007.

We continue to invest in the research and development of wireless communications network technology and the

diversification of our product offerings, and we believe that we have one of our industry’s leading product portfolios in terms
of performance and features. We believe that our proprietary design technology is a further differentiator of our products.

32



Looking back over the last eight years, beginning in fiscal 2004, we focused on cost savings while we expanded our
market presence, as evidenced by our acquisition of LGP Allgon. This acquisition involved the integration of two companies
based in different countries that previously operated independently, and was a complex, costly and time-consuming process.
During fiscal 2005, we continued to focus on cost savings while we expanded our market presence, as evidenced by our
acquisition of selected assets and liabilities of REMEC, Inc.’s wireless systems business (the “REMEC Wireless
Acquisition.”) We believe that this acquisition further strengthened our position in the global wireless infrastructure market.
In October 2006, we completed the Filtronic plc wireless acquisition. We believe that this strategic acquisition provided us
with the leading position in transmit and receive filter products, as well as broadened our RF conditioning and base station
solutions product portfolio and added significant additional technology to our intellectual property portfolio. For fiscal years
2007, 2008, 2009, and 2010 we completed the integration of these acquisitions, as well as focused on consolidating
operations and reducing our overall cost structure. During this same time, we encountered a significant unanticipated
reduction in revenues, which caused us to revise our integration and consolidation plans with a goal of further reducing our
operating costs and significantly lowering our breakeven operating structure. As has been demonstrated during the last eight
years, these acquisitions do not provide any guarantee that our revenues will increase. We currently are in the process of
finalizing new restructuring activities which are aimed at further reducing our overall operating cost structure.

We measure our success by monitoring our net sales by product and consolidated gross margins, with a short-term goal
of maintaining a positive operating cash flow while striving to achieve long-term operating profits. We believe that there
continues to be long-term growth opportunities within the wireless communications infrastructure marketplace, and we are
focused on positioning the Company to benefit from these long-term opportunities in both the traditional commercial market
as well as new markets such as government, public safety, military and homeland security.

Critical Accounting Policies and Estimates

We prepare our consolidated financial statements in conformity with accounting principles generally accepted in the
United States of America. We are required to make certain estimates, judgments and assumptions that we believe are
reasonable based upon the information currently available. These estimates and assumptions affect the reported amounts of
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
periods presented. Any future changes to these estimates and assumptions could cause a material change to our reported
amounts of revenue, expenses, assets and liabilities. The critical accounting policies that we believe are the most significant
for purposes of fully understanding and evaluating our reported financial results include the following:

Revenue Recognition

The majority of our revenue is derived from the sale of products. We recognize revenue from product sales at the time
of shipment or delivery and passage of title depending upon the terms of the sale, provided that persuasive evidence of an
arrangement exists, the fee is fixed or determinable and collectability is reasonably assured. We offer certain customers the
right to return products within a limited time after delivery under specified circumstances, generally related to product
defects. We monitor and track product returns and record a provision for the estimated amount of future returns based on
historical experience and any notification we receive of pending returns. While returns have historically been within our
expectations and the provisions established, we cannot guarantee that we will continue to experience the same return rates
that we have in the past. Any significant increase in product returns could have a material adverse effect on our operating
results for the period or periods in which these returns materialize. A portion of our sales involve contracts that may include
the design, customization, implementation and installation of wireless coverage applications utilizing our coverage solution
products. We recognize revenue using the percentage-of-completion method for these types of arrangements. We measure
progress towards completion by comparing actual costs incurred to total planned project costs. Such sales have not
historically been a significant amount of our total sales.

Accounts Receivable

We perform ongoing credit evaluations of our customers and adjust credit limits based upon each customer’s payment
history and credit worthiness, as well as various other factors as determined by our review of their credit information. We
monitor collections and payments from our customers and maintain an allowance for estimated credit losses based upon our
historical experience and any specific customer collection issues that we have identified. While credit losses have historically
been within our expectations and the provisions established, we cannot guarantee that we will continue to experience the
same credit loss rates that we have in the past. Since our accounts receivable are highly concentrated in a small number of
customers, a significant change in the liquidity or financial position of any one of these customers could have a material
adverse effect on the collectability of our accounts receivable, our liquidity and our future operating results.
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Inventories

We value our inventories at the lower of cost (determined on an average cost basis) or fair market value and include
materials, labor and manufacturing overhead. We write down excess and obsolete inventory to estimated net realizable value.
In assessing the ultimate realization of inventories, we make judgments as to future demand requirements and compare those
requirements with the current or committed inventory levels. Depending on the product line and other factors, we estimate
future demand based on either historical usage for the preceding twelve months, adjusted for known changes in demand for
such products, or the forecast of product demand and production requirements for the next twelve months. These provisions
reduce the cost basis of the respective inventory and are recorded as a charge to cost of sales. Our industry is characterized by
rapid technological change, frequent new product development and rapid product obsolescence that could result in an
increase in the amount of obsolete inventory quantities on hand. As demonstrated during the past several fiscal years, demand
for our products can fluctuate significantly. A significant increase in the demand for our products could result in a short-term
increase in the cost of inventory purchases while a significant decrease in demand could result in an increase in the amount of
excess inventory quantities on hand. In addition, our estimates of future product demand may prove to be inaccurate, in
which case we may have understated or overstated the provision required for excess and obsolete inventory. In the future, if
our inventory is determined to be overvalued, we would be required to recognize additional charges in our cost of goods sold
at the time of this determination. Likewise, if our inventory is determined to be undervalued, we may have over-reported our
costs of goods sold in previous periods and would be required to recognize additional gross profit at the time such inventory
is sold. Although we make reasonable efforts to ensure the accuracy of our forecasts of future product demand, any
significant unanticipated changes in demand or technological developments could have a material effect on the value of our
inventory and our reported operating results. ‘

Income Taxes

We provide for income taxes based on the estimated effective income tax rate for the complete fiscal year. The income
tax provision (benefit) is computed on the pretax income (loss) of the consolidated entities located within each taxing
jurisdiction based on current tax law. Deferred tax assets and liabilities are determined based on the future tax consequences
associated with temporary differences between income and expenses reported for financial accounting and tax reporting
purposes. In accordance with the provisions of accounting guidance now codified as Financial Accounting Standards Board
(FASB) Accounting Standards Codification (ASC) Topic 740, “Income Taxes,” a valuation allowance for deferred tax assets
is recorded to the extent we cannot determine that the ultimate realization of the net deferred tax assets is more likely
than not.

Realization of deferred tax assets is principally dependent upon the achievement of future taxable income, the
estimation of which requires significant management judgment. Our judgments regarding future profitability may change due
to many factors, including future market conditions and our ability to successfully execute our business plans and/or tax
planning strategies. These changes, if any, may require material adjustments to these deferred tax asset balances. Due to
uncertainties surrounding the realization of our cumulative federal and state net operating losses, we have recorded a
valuation allowance against a portion of our gross deferred tax assets. For the foreseeable future, the Federal tax provision
related to future earnings will be substantially offset by a reduction in the valuation reserve, and any future pretax losses will
not result in a tax benefit due to the uncertainty of the recoverability of the deferred tax assets. Accordingly, current and
future tax expense will consist primarily of certain required state income taxes and taxes in certain foreign jurisdictions.

Acquired tax liabilities related to prior tax returns of acquired entities at the date of purchase are recognized based on
our estimate of the ultimate settlement that may be accepted by the tax authorities. We continually evaluate these tax-related
matters. At the date of any material change in our estimate of items relating to an acquired entity’s prior tax returns, and at
the date that the items are settled with the tax authorities, any liabilities previously recognized are adjusted to increase or
decrease the remaining balance of goodwill attributable to that acquisition. However, effective beginning in 2009,
adjustments to acquired tax liabilities will increase or decrease income tax expense in accordance with accounting guidance
now codified as FASB ASC Topic 810, “Consolidation.”

’

Accounting guidance now codified as FASB ASC Topic 740-20, “Income Taxes — Intraperiod Tax Allocation,’
clarifies the accounting and disclosure for uncertainty in tax positions, as defined. FASB ASC Topic 740-20 seeks to reduce
the diversity in practice associated with certain aspects of the recognition and measurement related to accounting for income
taxes. We are subject to the provisions of FASB ASC Topic 740-20 and have analyzed filing positions in all of the federal,
state and foreign jurisdictions where we are required to file income tax returns for all open tax years in
these jurisdictions. The periods subject to examination for our U.S. federal return are the 2007 through 2010 tax years,
including adjustments to net operating loss and credit carryovers to those years. In addition, we have subsidiaries in various
foreign jurisdictions that have statutes of limitation generally ranging from 3 to 6 years. We recognize interest and penalties
related to unrecognized tax benefits in income tax expense.
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Vendor Cancellation Liabilities

We purchase subassemblies and finished goods from contract manufacturers under purchase agreements that limit our
ability to cancel deliveries inside defined lead time windows. When a contract manufacturer submits a cancellation claim, we
estimate the amount of inventory remaining to be purchased against that claim. Any excess of the estimated purchase over the
projected consumption of the related product is recorded as a charge to cost of sales and an increase to accrued expenses and
other current liabilities. Depending on the product line and other factors, we estimate future demand based on either historical
usage for the preceding twelve months, adjusted for known changes in demand for such products, or the forecast of product
demands and production requirements for the next twelve months. Our industry is characterized by rapid technological
change, frequent new product development and rapid product obsolescence that could result in an increase in the amount of
vendor cancellation liability. Our history shows that demand for our products can fluctuate significantly. A significant
increase in the demand for our products could result in a short-term increase in the cost of inventory purchases while a
significant decrease in demand could result in an increase in the amount of vendor cancellation liabilities. In addition, our
estimates of future product demand may prove to be inaccurate, in which case we may have understated or overstated the
provision required for vendor cancellation liabilities. Although we make reasonable efforts to ensure the accuracy of our
forecasts of future product demand, any significant unanticipated changes in demand or technological developments could
have a material effect on the amount of vendor cancellation liabilities and our reported operating results.

Warranties

We offer warranties of various lengths to our customers depending upon the specific product and terms of the customer
purchase agreement. Our standard warranties require us to repair or replace defective product returned to us during the
warranty period at no cost to the customer. We record an estimate for standard warranty-related costs based on our historical
return rates and repair costs at the time of the sale and update these estimates throughout the warranty period. While our
warranty costs have historically been within our expectations and the provisions established, we cannot guarantee that we
will continue to experience the same warranty return rates or repair costs that we have in the past. We also have contractual
commitments to various customers that require us to incur costs to repair an epidemic defect with respect to our products
outside of our standard warranty period if such defect were to occur. Any costs related to epidemic defects are generally
recorded at the time the epidemic defect becomes known to us and the costs of repair can be reasonably estimated. While we
have occasionally experienced significant costs due to epidemic defects in the past, we have not regularly experienced
significant costs related to epidemic defects. We cannot guarantee that we will not experience significant costs to repair
epidemic defects in the future. A significant increase in product return rates or in the costs to repair our products, or an
unexpected epidemic defect in our products, could have a material adverse effect on our operating results during the period in
which the returns or additional costs materialize.

Accruals for Restructuring and Impairment Charges

We recorded $4.9 million, $3.8 million and $4.5 million of restructuring and impairment charges during fiscal years
2011, 2010 and 2009, respectively. See further discussions of these charges under Cost of Sales, Gross Profit and Operating
Expenses below and in Note 5 of the Notes to Consolidated Financial Statements under Part 11, Item 8, Financial Statements
and Supplementary Data.

The costs associated with these exit activities were recorded in accordance with the accounting guidance for “Exit or
Disposal Obligations.” Pursuant to this guidance, a liability for a cost associated with an exit or disposal activity shall be
recognized in the period in which the liability is incurred, except for a liability for one-time employee termination benefits
that is incurred over time. In the unusual circumstance in which fair value cannot be reasonably estimated, the liability shall
be recognized initially in the period in which fair value can be reasonably estimated. The restructuring and integration plan is
subject to continued future refinement as additional information becomes available.
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2011 Restructuring Plan

In November 2011, we formulated and began to implement a plan to further reduce manufacturing overhead costs and
operating expenses (“the 2011 Restructuring Plan”). As part the 2011 Restructuring Plan, we initiated aggregate personnel
reductions of approximately 110 employees in our domestic and foreign locations, with primary reductions in the U.S.,
Sweden, Finland, France, China and Canada. These reductions were undertaken in response to economic conditions and the
significant decline in revenues in the third quarter of 2011. We finalized the 2011 Restructuring Plan in the fourth quarter of
2011; however, additional amounts may be accrued in 2012 related to actions associated with this plan.

Workforce
JReductions
Balance as of January 2, 2011 ..........ccceevirrvennnen. § —
Amounts accrued..........oceeveeiernrenieerinenns 3,857)
Amounts paid/incurred...........ocoeevervicninins (896)
Effects of exchange rates............cconviinnns 64
Balance as of January 1, 2012 .......occovvunenreenne. $ 3,025

We expect that the workforce reduction payments will be made through the fourth quarter of 2012.

2009 Restructuring Plan

In January 2009, we formulated and began to implement a plan to further reduce manufacturing overhead costs and
operating expenses (“the 2009 Restructuring Plan™). As part of this plan, we initiated personnel reductions at both domestic
and foreign locations, with primary reductions in the U.S., Finland and Sweden. These reductions were undertaken in
response to economic conditions and the global recession that began in the fourth quarter of 2008. We finalized the 2009
Restructuring Plan in the fourth quarter of 2009 and additional amounts were accrued in 2010 related to actions associated

with this plan.

A summary of the activity affecting our accrued restructuring liability related to the 2009 Restructuring Plan for fiscal
2011 is as follows:

Facility Closures
Workforce & Equipment
Reductions Write-downs Total
Balance at January 2, 2011 .....ccoeiiinneneercrcncnnnennns $ 59 $ — $ 596
Amounts accrued.........ccecevvveneriiiniininiiiennn, 309 (30) 279
Amounts paid/incurred..........cooeiiiiiniiiiiinns (832) 30 (802)
Effects of exchange rates............cccoovvininininnnnnnn. 14 — 14
Balance at January 1, 2012 ........cccoeveieveeinnnernrienenens $ 87 $ — $ 87

We expect that the workforce reduction payments will be made through the first quarter of 2012.

Integration of LGP Allgon and REMEC, Inc.’s Wireless Systems Business

We recorded liabilities in connection with the acquisitions for estimated restructuring and integration costs related to
the consolidation of LGP Allgon’s operations and REMEC, Inc.’s wireless systems business, including severance and future
lease obligations on excess facilities. These estimated costs were included in the allocation of the purchase consideration and
resulted in additional goodwill. The implementation of the restructuring and integration plan is complete.

A summary of the activity affecting our accrued restructuring liability related to the integration of the REMEC, Inc.’s
wireless systems business and LGP Allgon for the fiscal year ended January 1, 2012 is as follows:
Facility Closures

& Equipment
Write-downs

Balance at January 2, 2011 .......coovnrinennncnn. $ 153
Amounts accrued.........coeceeveerneeieenenen. (90)
Amounts paid/incurred............ccccceuenee. (63)
Effects of exchange rates.........cc.coc.c.... —

Balance at January 1, 2012 ......ccocovvrnenerennn. $ —



We completed all remaining actions for this integration in the first quarter of 2011 and reversed the remaining accrual
of approximately $0.1 million to restructuring expense. We will no longer report on this plan.

Each of the aforementioned restructuring and impairment accruals related primarily to workforce reductions,
consolidation of facilities, and the discontinuation of certain product lines, including the associated write-downs of inventory,
manufacturing and test equipment, and certain intangible assets. Such accruals were based on estimates and assumptions
made by management about matters which were uncertain at the time, including the timing and amount of sublease income
that would be recovered on vacated property and the net realizable value of used equipment that is no longer needed in our
continuing operations. While management used what it believed to be the best information available at the time to quantify
these charges, we periodically review the estimates and assumptions used in determining the amount of the charges and
reflect the effects of those revisions in the period in which they are determined.

New Accounting Pronouncements

In October 2009, the Financial Accounting Standards Board (FASB) issued an update to Accounting Standards
Codification (ASC) Topic 605, “Revenue Recognition.” This Accounting Standards Update (ASU) No. 2009-13, “Multiple
Deliverable Revenue Arrangements — A Consensus of the FASB Emerging Issues Task Force,” provides accounting
principles and application guidance on whether multiple deliverables exist, how the arrangement should be separated, and the
consideration allocated. This guidance eliminates the requirement to establish the fair value of undelivered products and
services and instead provides for separate revenue recognition based upon management’s estimate of the selling price for an
undelivered item when there is no other means to determine the fair value of that undelivered item. Previous accounting
guidance required that the fair value of the undelivered item be the price of the item either sold in a separate transaction
between unrelated third parties or the price charged for each item when the item is sold separately by the vendor. This was
difficult to determine when the product was not individually sold because of its unique features. Under previous accounting
guidance, if the fair value of all of the elements in the arrangement was not determinable, then revenue was deferred until all
of the items were delivered or fair value was determined.

In October 2009, the FASB issued an update to ASC Topic 985, “Software.” This ASU No. 2009-14, “Sofiware ~
Certain Revenue Arrangements that Include Software Elements,” modifies the software revenue recognition guidance to
exclude from its scope tangible products that contain both software and non-software components that function together to
deliver a product’s essential functionality.

These pronouncements were effective in the first quarter of 2011. The adoption of these pronouncements did not have a
material impact on our business, financial condition or results of operations.

Results of Operations

The following table summarizes our results of operations as a percentage of net sales for the fiscal years ended
January 1, 2012, January 2, 2011, and January 3, 2010:

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010
INEE SALES. ....ueeeeceiieeieiecriietee et reese et et ebe e seemeenesr e seeanenes 100.0% 100.0% 100.0%
Cost of sales:
Cost 0f ZOOS ...oveeeieiiieictie e, 79.5 70.9 74.1
Intangible amOrtiZation ............cooverceeverrenrereenninneeneenen, — — 0.5
Restructuring and impairment charges..........ccoccevvervenen, 0.7 0.4 0.3
Total cost 0f SAlES ....evvieiieiiiieieceecee e 80.2 71.3 74.9
GIOSS PrOfit..cc.eieereeeeieeeeice ettt 19.8 28.7 25.1
Operating expenses:
Sales and marketing .........ccccoceveeeenicenienienneenereeeenceennen, 7.1 5.5 6.0
Research and development............ccooeriivcinieenicinennen, 14.0 10.6 104
General and administrative.........c...occeveeverccercniecciennnnen, 10.4 7.9 8.4
Intangible asset amortization............c.ccoeeevueererverueenconenne. — — 0.2
Restructuring and impairment charges........c.ccoccecueecuinne, 04 0.2 0.4
Total operating €Xpenses .......c..ceevvevereenverinciieiinnn 31.9 24.2 25.4
Operating income (10SS).......cceovrereriniininiiniiiiniieiee e, (12.1) 45 0.3)
Other eXpense, NEt ..........ccovviciriiiieiinii e, (4.2) (2.6) 0.1
Income (loss) before income taxes ........c.coeeeeermninennniiiiinennn, (16.3) 1.9 0.4)
INCOME tax PrOVISION .....coueeurerienmieierciiienireiet e, 1.2 1.3 0.6
Net INCOME (L0SS)..cvvirvirrirrerririrereenie et ns s, (17.5)% 0.6% (1.0)%




Fiscal Years ended January 1, 2012 and January 2, 2011
Net Sales

Our sales are derived from the sale of wireless communications network products and coverage solutions, including
antennas, boosters, combiners, cabinets, shelters, filters, radio frequency power amplifiers, remote radio head transceivers,
repeaters, tower-mounted amplifiers and advanced coverage solutions for use in cellular, PCS, 3G, and 4G wireless
communications networks throughout the world.

The following table presents an analysis of our sales based upon our various customer groups:

Fiscal Year Ended
(in thousands)

Customer Group January 1, 2012 January 2, 2011

Wireless network operators and other ...............c.cccoveveveenene. $296,049 67% $342.082 58%

Original equipment manufacturers ...........occovevecvrveveneneecnnnns 148,397 33% 249,379 42%
TOtAL .o e $444 446 100% $591,461 100%

Sales decreased by 25% to $444.4 million for fiscal 2011, from $591.5 million for 2010. This decrease was due to
several factors, including a significant slowdown in spending by wireless network operators in several international markets,
including Western and Eastern Europe and the Middle East. In addition, we were impacted by a reduction in spending by a
major North America wireless network operator who reduced demand while it pursued plans for a significant acquisition, as
well as a significant reduction in demand from original equipment manufacturing customers.

The following table presents an analysis of our sales based upon our various product groups:

Fiscal Year Ended
(in thousands)
Wireless Communications Product Group January 1, 2012 January 2, 2011
ANLENNA SYSLEIMS ...evveeueerurrarreereerrerreesereseessesseesseessaessesassens $211,011 47% $256,743 44%
Base station SYStEIMS ........ccceeeieriireieeriverereeereresreresenseressaseens 176,345 40% 280,010 47%
COVErage SYSIEIMS. ...cccueeuerieniereieieeeete e eteiesieseesbevesneenaesees 57,090 13% 54,708 9%
TOtal oo e $444 446 100% $591,461 100%

Antenna systems consist of base station antennas and tower-mounted amplifiers. Base station systems consist of
products that are installed into or around the base station of wireless networks and include products such as boosters,
combiners, filters, radio frequency power amplifiers, VersaFlex cabinets and radio transceivers. Coverage systems consist
primarily of repeaters and advanced coverage solutions. The decrease in base station systems sales during fiscal 2011
compared to fiscal 2010 is primarily due to the previously mentioned significant reduction in demand from our original
equipment manufacturing customers. The decrease in antenna systems sales during fiscal 2011 compared to fiscal 2010 is
primarily due to the significant slowdown in wireless network operator spending we experienced across most of our markets.
We believe that this was due to several factors including the continuing economic weakness and uncertainty and delays in
spending by a major North America operator related to obtaining regulatory approvals for a proposed acquisition.

We track the geographic location of our sales based upon the location of our customers to which we ship our products.
However, since many of our original equipment manufacturer customers purchase products from us at central locations and
then re-ship the product with other base station equipment to locations throughout the world, we are unable to identify the
final installation location of many of our products.

The following table presents an analysis of our sales based upon the geographic area to which a product was shipped:

Fiscal Year Ended
(in thousands)

Geographic Area January 1, 2012 January 2, 2011
AAINETICAS .eeeeeeeeeeeeeeeeeeee e eeee e ee st e s eneeseneeeeeeeseneeereeeesmeneen $194,574 44% $222,973 38%
ASIA PACIIC ..o 118,069 27% 187,433 32%
BUIOPE ..ottt 112,805 25% 148,829 25%
Other international ...........cccveevvveeiiieeieeciine e e 18,998 4% 32,226 5%

TOtAL..eeoeeeieeceee e e $444 446 100% $591,461 100%




Revenues decreased in all regions during fiscal 2011 due to a significant reduction in demand from our wireless
network operator customers, and other direct customers and original equipment manufacturers, which we believe is due to
several factors, including, the continuing economic weakness and uncertainty that has caused network operators to reduce or
postpone their equipment spending plans. In the Americas region, we believe that the uncertainty arising from the U.S.
government’s opposition to the proposed merger of AT&T and T-Mobile led to delayed spending in the North American
market as these operators re-evaluated their capital spending plans. We believe that the reduction in Asia Pacific for fiscal
2011 is largely due to the reduction in demand by our original equipment manufacturing customers who typically take a large
percentage of products in the Asia Pacific region. The reduction in the Other international region is largely due to reduced
sales in the Middle East, which has been impacted by civil unrest in many countries. Since wireless network infrastructure
spending is dependent on individual network coverage and capacity demands, we do not believe that our revenue fluctuations
for any geographic region are necessarily indicative of a trend for our future revenues by geographic area. In addition, as
previously noted, growth in one geographic location may not reflect actual demand growth in that location due to the
centralized buying processes of our original equipment manufacturer customers.

A large portion of our revenues are generated in currencies other than the U.S. Dollar. During fiscal 2011, the value of
the U.S. Dollar fluctuated significantly against many other currencies. We have calculated the impact of exchange rates in
effect for fiscal 2011 to those in effect for fiscal 2010, and the change in the value of foreign currencies as compared with the
U.S. Dollar had a negative impact on our revenues for fiscal 2011 of less than one percent. This impact did not have a
material impact on our sales. We are unable to predict the future impact of such currency fluctuations on our future results.

For fiscal 2011, total sales to Nokia Siemens Networks, Team Alliance, and Raycom accounted for approximately
16%, 16%, and 11% of sales for the year, respectively. For fiscal 2010, total sales to Nokia Siemens Networks accounted for
approximately 24% of sales. Our business remains largely dependent upon a limited number of customers within the wireless
communications market, and we cannot guarantee that we will continue to be successful in attracting new customers or
retaining or increasing business with our existing customers. We have seen our revenues with these customers decline
significantly, which has had a negative effect on our operations and financial results

A number of factors have caused delays and may cause future delays in new wireless infrastructure and upgrade
deployment schedules throughout the world. In addition, a number of factors may cause original equipment manufacturers to
alter their outsourcing strategies concerning certain wireless communications network products, which could cause such
original equipment manufacturers to reduce or eliminate their demand for external supplies of such products or shift their
demand to alternative suppliers or internal suppliers. Such factors include lower perceived internal manufacturing costs and
competitive reasons to remain vertically integrated. Additionally, wireless network operators may choose to further
consolidate their purchase of products to single sources or consolidators, which could cause a reduction in our revenue or
reduced pricing for our products. Due to the possible uncertainties associated with wireless infrastructure deployments and
customer demand, we have experienced and expect to continue to experience significant fluctuations in demand from both
our original equipment manufacturer and network operator customers. Such fluctuations have caused and may continue to
cause significant reductions in our revenues and/or operating results, which has adversely impacted and may continue to
adversely impact our business, financial condition and results of operations.

Cost of Sales and Gross Profit

Our cost of sales includes both fixed and variable cost components and consists primarily of materials, assembly and
test labor, overhead (which includes equipment and facility depreciation), transportation costs, warranty costs and
amortization of product-related intangibles. Components of our fixed cost structure include test equipment and facility
depreciation, purchasing and procurement expenses and quality assurance costs. Given the fixed nature of such costs,
typically the absorption of our overhead costs into inventory decreases and the amount of overhead variances expensed to
cost of sales increases as manufacturing volumes decline, since we have fewer units to absorb our overhead costs against.
Conversely, the absorption of our overhead costs into inventory increases and the amount of overhead variances expensed to
cost of sales decreases as volumes increase, since we have more units to absorb our overhead costs against. As a result, our
gross profit margins generally decrease as revenue and manufacturing volumes decline due to higher amounts of overhead
variances expensed to cost of sales. Conversely our gross profit margins generally increase as our revenue and manufacturing
volumes increase due to lower amounts of overhead variances expensed to cost of sales.
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The following table presents an analysis of our gross profit:

Fiscal Year Ended
(in thousands)

January 1, 2012 January 2, 2011
NEt SAIES.....oeieeieeicce et $444 446 100% $591,461 100%
Cost of sales:
COSt OF SALES ...evviecerieiieicciec et 353,415 79.5% 419,199 70.9%
Restructuring and impairment charges 3,207 0.7% 2411 0.4%
Total cost 0F SALES ....evvvvireeeeeieeeeeeeeer e 356,622 80.2% 421,610 71.3%
GIOSS PIOfIL...ccceieeieiieiieeieeieeteeee e ve e e $ 87,824 19.8% $169,851 28.7%

Our total gross profit and gross profit percentage decreased during fiscal 2011 compared to fiscal 2010, primarily as a
result of our decreased revenue and our inability to absorb the resulting overhead and manufacturing costs due to our lower
revenue. This resulted in the reduction in our gross margins as a percentage of revenue. We incurred approximately $3.2
million of restructuring and impairment charges in cost of sales during fiscal 2011 primarily related to severance, inventory
and facility charges related to our 2011 restructuring activities to reduce our manufacturing costs. We incurred approximately
$2.4 million of restructuring and impairment charges in cost of sales during fiscal 2010 primarily related to severance,
inventory and facility related charges in Estonia as we closed our manufacturing facility and consolidated the activities into
other locations. Included in cost of sales was stock-based compensation expense of $0.8 million and $0.4 million for fiscal
2011 and 2010 respectively for stock options and employee stock purchase plans.

The wireless communications infrastructure equipment industry is extremely competitive and is characterized by rapid
technological change, new product development and product obsolescence, evolving industry standards and significant price
erosion over the life of a product. Certain of our competitors have aggressively lowered prices in an attempt to gain market
share. Due to these competitive pressures and the pressures of our customers to continually lower product costs, we expect
that the average sales prices of our products will continue to decrease and negatively impact our gross profit margins. In
addition, we have introduced new products at lower sales prices and these lower sales prices have impacted the average sales
prices of our products. We have also reduced prices on our existing products in response to our competitors and customer
demands. We currently expect that pricing pressures will remain strong in our industry. Future pricing actions by our
competitors and us may adversely impact our gross profit margins and profitability, which could result in decreased liquidity
and adversely affect our business, financial condition and results of operations.

A portion of our coverage solution sales include design, customization, installation and implementation services and
the supply of coverage solutions products. We recognize revenue using the percentage-of-completion method for these
coverage solution projects. Due to the nature of these types of projects, cost estimates can vary significantly, and the actual
cost of such projects can fluctuate significantly during the life of a project. Such fluctuations can have a negative impact on
our gross profit margins and profitability, decreasing revenues and adversely impacting our business, financial condition and
results of operations, which occurred in the first quarter of 2011 when our gross profit was negatively impacted by a coverage
solution project cost estimate adjustment of approximately $3.6 million.

We continue to strive for manufacturing and engineering cost reductions to offset pricing pressures on our products, as
evidenced by our prior decisions to close and consolidate several of our manufacturing locations as part of our restructuring
plans to reduce our manufacturing costs over the last three years. However, we cannot guarantee that these cost reductions
and our outsourcing or product redesign efforts will keep pace with price declines and cost increases. If we are unable to
further reduce our costs through our manufacturing, outsourcing and/or engineering efforts, our gross margins and
profitability will be adversely affected.
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Operating Expenses
The following table presents a breakdown of our operating expenses by functional category and as a percentage of net
sales:

Fiscal Year Ended
(in thousands)

January 1, 2012 January 2, 2011
Operating Expenses
Sales and Marketing.........c.cocevevviiiiiniiiniene s $ 31,677 7.1% $ 32,412 5.5%
Research and development...........ccooeiniiiniiniininene, 62,134 14.0% 62,492 10.6%
General and administrative ...........ccccceveveereiniinniiininnennen 46,017 10.4% 46,716 7.9%
Restructuring and impairment charges ..............ccooeeias 1,694 0.4% 1,407 0.2%
Total operating €XpenSeS........ccoverirervereiiriseniereesnens $141,522 31.9% $143,027 24.2%

Sales and marketing expenses consist primarily of salaries and sales commissions, travel expenses, advertising and
marketing expenses, selling expenses, customer demonstration unit expenses and trade show expenses. Sales and marketing
expenses decreased by $0.7 million, or 2%, during fiscal 2011 as compared to fiscal 2010. The decrease was due primarily to
lower commissions, offset in part by increased personnel costs.

Research and development expenses consist primarily of ongoing design and development expenses for new wireless
communications network products, as well as for advanced coverage solutions. We also incur design expenses associated
with reducing the cost and improving the manufacturability of our existing products. Research and development expenses can
fluctuate dramatically from period to period depending on numerous factors, including new product introduction schedules,
prototype developments and hiring patterns. Research and development expenses decreased by $0.4 million, or 1%, during
fiscal 2011 as compared to fiscal 2010, primarily due to higher personnel costs, offset in part by lower professional fees and
lower material costs. In addition, non-cash equity based compensation expense pursuant to ASC Topic 718 increased by $0.9
million during fiscal 2011 compared to fiscal 2010.

General and administrative expenses consist primarily of salaries and other expenses for management, finance,
information systems, legal fees, facilities and human resources. General and administrative expenses decreased by $0.7
million, or 1%, during fiscal 2011 as compared to fiscal 2010. This decrease was due to lower personnel related costs during
fiscal 2011 as compared to fiscal 2010.

Included in total operating expenses is approximately $6.6 million for compensation expense that was recognized
during fiscal 2011 for restricted stock, stock options and employee stock purchase plan awards. During fiscal 2010,
approximately $2.9 million was recorded for similar expenses. The increase in equity based compensation expense is due
primarily to options granted near the end of fiscal 2010 that began to be expensed in the fourth quarter of fiscal 2010, but
which were expensed for all of fiscal 2011 and were issued with a weighted average fair value that was higher than those
issued in fiscal 2009 and prior.

Restructuring charges of $1.7 million in operating expenses were recorded in fiscal 2011, including severance of
approximately $3.0 million, primarily associated with the implementation of the 2011 Restructuring Plan. These amounts
were offset in part by an adjustment which reduced restructuring and impairment charges by approximately $1.2 million
related to the expiration of the statute of limitations regarding value added tax that was accrued in conjunction with the sale
of the Company’s building in Sweden in 2007 and included in the loss recognized on the sale in 2007. The 2011
Restructuring Plan consists primarily of targeted headcount reductions in the Company’s manufacturing operations, as well
as in general and administrative, selling and research and development functions.

The 2011 Restructuring Plan resulted in both cash and non-cash charges, which impacted the Company’s income
statement in the fourth quarter of fiscal 2011 and is expected to impact the first quarter of fiscal 2012. The total amount of
charges related to the workforce reductions are currently estimated to range between $2 million and $3.0 million, and include
estimated severance and other employee related costs which will be paid out over the next 12 months.

Restructuring charges of $1.4 million were recorded in fiscal 2010, primarily related to severance costs in Estonia, the
U.S. and Canada, and facility and asset-related charges in Estonia.
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Other Income (Expense), net

The following table presents an analysis of other income (expense), net:

Fiscal Year Ended
(in thousands)
January 1, 2012 January 2, 2011

INtErest iNCOME......c..oveereeeeerieeierieiteree et § 194 0.0% § 199 0.1%
Interest EXPense.........evvveueeiereriereineereicetee e (13,591) G.DH)% (14,165) 2.4)%
Foreign currency gain (10SS) .......cccocvereeveereininiieiiicrennen. (5,659) (1.3)% (2,436) 0.4)%
Gain (loss) on repurchase of convertible debit...................... (892) 0.2)% (351) 0.1)%
Gain on exchange of convertible debt..........c.cccocovrerrrennnenn. — o 483 0.1%
Loss on conversion of convertible debt ..................c.con...... — — (1,049) 0.2)%
Other INCOME, NEL..........coviiieierieeeeeeereeeeeeeee et eeerereesreeenes 1,344 0.3% 1,938 0.3%

Other income (€Xpense), NEt...........c.occvvvveveerveerereenne.. $(18,604) (4.2)% $(15,381) (2.6)%

Interest expense decreased by $1.2 million during fiscal 2011 as compared to fiscal 2010, primarily due to the
reduction of approximately $58 million of our outstanding 1.875% Notes from fiscal 2010 to fiscal 2011. Included in interest
expense are non-cash charges related to the amortization of debt issuance costs, debt discount and bond accretion totaling
$5.2 and $5.4 million for fiscal 2011 and 2010, respectively. We recognized a net foreign currency loss of $5.7 million for
the year ended January 1, 2012 primarily due to fluctuations between the U.S. Dollar, the Euro and the Chinese RMB,
compared to a foreign currency gain of $2.4 million for the year ended January 2, 2011.

Income Tax Provision

Our effective tax rate for the year ended January 1, 2012 was an expense of approximately 7.35% of our pre-tax loss of
$5.3 million. Due to the uncertainty of the timing and ultimate realization of our deferred tax assets, we have recorded a
valuation allowance against a portion of the assets. As such, for the foreseeable future, the tax provision or tax benefit related
to future U.S. earnings or losses will be offset substantially by a reduction in the valuation allowance. Accordingly, tax
expense for the year ended January 1, 2012 consisted primarily of tax expense from operations in foreign jurisdictions,
primarily China and India, which cannot be offset against tax losses incurred in other jurisdictions, primarily the U.S. We
expect our effective tax rate to continue to fluctuate based on the percentage of income earned in each tax jurisdiction.

The Company’s tax expense for 2011 was reduced by $1.3 million related to an adjustment to a liability for uncertain
tax positions as well as the expiration of the statutory audit period and was increased by a $1.0 million withholding tax on a
dividend from a foreign subsidiary. Although we had a consolidated pre-tax loss in 2011, we recognized income tax expense
because of tax expense from profitable operations in foreign jurisdictions, primarily China and India, which cannot be offset
against tax losses in other jurisdictions, primarily the U.S.

Net Income (Loss)

The following table presents a reconciliation of operating income (loss) to net income (loss):

Fiscal Year Ended
(in thousands)
January 1, January 2,
2012 2011

Operating income (108S)..........c.cevvevreeeeeereeerennans $(53,697) $ 26,824
Other income (eXpense), Net..........cccvevvvvvverirernennnnn. (18,604) (15,381)
Income (loss) before income taxes ................ccoc....... (72,302) 11,443
Income tax Provision ..........cccceoeecevvereesiceeiereiennnes 5,317 7,730
Net income (10SS) .....cueeueevveeviceieeiieiccee e $(77,619) $ 3,713

Our net loss for the year ended January 1, 2012 was $77.6 million compared to net income of $3.7 million for the year
ended January 2, 2011. Our net loss during fiscal 2011 as compared to our net income during fiscal 2010 is the result of
lower revenues combined with lower gross margins due to lower manufacturing absorption which lead to higher
manufacturing costs and lower gross profits. While operating expenses were slightly lower in 2011, they did not offset the
lower gross profits from the lower revenue when compared to 2010. Other expenses were higher in 2011, due largely to the
foreign currency loss of $5.3 million for 2011. For 2010, there was a foreign currency loss of $2.4 million.
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Fiscal Years ended January 2, 2011 and January 3, 2010
Net Sales

Sales increased by 4% to $591.5 million for the fiscal year ended January 2, 2011, from $567.5 million for the fiscal
year ended January 3, 2010. The increase was primarily due to the increase in direct sales to wireless network operators and
others, offset by the decrease in demand from our original equipment manufacturer customers. The global recession and
associated tight credit markets impacted both fiscal years’ sales and our strategy of focusing our sales efforts on higher
margin product and solution sales contributed to the reduction in demand from original equipment manufacturers during
2010. Fiscal 2010 sales also were impacted by component supply constraints which had been reduced significantly by the end
of fiscal 2010.

The following table presents an analysis of our sales based upon our various customer groups:

Fiscal Year Ended
(in thousands)
Customer Group January 2, 2011 January 3, 2010
Wireless network operators and other............ccoovvviiiiinninene $342,082 58% $208,661 37%
Original equipment manufacturers.........cccoovevererivcnniiinnnnnn, 249,379 42% 358,825 63%
TOtAL ettt e e $591,461 100% $567,486 100%

The following table presents an analysis of our sales based upon our various product groups:

Fiscal Year Ended
(in thousands)
Wireless Communications Product Group January 2, 2011 January 3, 2010
ANLENNA SYSLEIMS....vteutreiriarereerereessereeeesreseenreeereoreresiusssoseas $256,743 44% $150,610 27%
Base station SYStemS.......c.ccceeeeririenerieniininnieenr e 280,010 47% 364,166 64%
COVErage SYSLEIMIS .....evecruereeriererereressiasisieie st stestesesreereessessans 54,708 9% 52,710 9%
TOtal....erecceeee e e $591,461 100% $567,486 100%

The increase in antenna system sales was primarily due to the increase in our sales directly to wireless network
operators, who traditionally purchase antenna products directly from suppliers as opposed to original equipment
manufacturers. The reduction in base station sales during 2010 was primarily related to our reduced sales to original
equipment manufacturers who traditionally are the primary sellers of these types of products to wireless network operators.
The global recession and associated tight credit markets impacted both fiscal years’ sales and our strategy of focusing our
sales efforts on higher margin product and solution sales contributed to the reduction in demand for base station systems
during 2010.

The following table presents an analysis of our sales based upon the geographic area to which a product was shipped:

Fiscal Year Ended
(in thousands)

Geographic Area January 2, 2011 January 3, 2010
ATNETICAS «.evveeeeieetieeeteeeiee e eeveeeaeeeetsecssbessebesennneesnaesessvaeannne $222,973 38% $163,794 29%
ASIA PACHIC .o 187,433 32% 233,463 41%
BULOPE ...ttt s 148,829 25% 135,600 24%
Other INternational..........c..oovveeieieeeeiiiiieeecciee e erreveeeeens 32,226 5% 34,629 6%
0] 71 OO UU U SO SRSURURRt $591 461 100% $567,486 100%

Revenues increased in the Americas region during fiscal 2010 due to increased demand from wireless network
operators who increased their infrastructure spending plans in preparation for and as part of 4G network deployments or
upgrades. This was offset by a decrease in the Asia Pacific and Other international regions in 2010 as compared with 2009.
The decrease in these regions was largely due to contraction in our original equipment manufacturer sales channel, resulting
from reduced network operator demand due to the global recession and our strategy of not pursuing low margin, commodity
type business. Since wireless network infrastructure spending is dependent on individual network coverage and capacity
demands, we do not believe that our revenue fluctuations for any geographic region are necessarily indicative of a trend for
our future revenues by geographic area. In addition, as previously noted, growth in one geographic location may not reflect
actual demand growth in that location due to the centralized buying processes of our original equipment
manufacturer customers.
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A large portion of our revenues are generated in currencies other than the U.S. Dollar. During the last year, the value of
the U.S. Dollar has fluctuated significantly against many other currencies. We have calculated the impact of exchange rates in
effect for the year ended January 2, 2011 to those in effect for the year ended January 3, 2010, and the change in the value of
foreign currencies as compared with the U.S. Dollar had a negative impact on our revenues for fiscal 2010 of less than one
percent. This impact did not have a material impact on our sales.

For the year ended January 2, 2011, total sales to Nokia Siemens Networks accounted for approximately 24% of sales
for the year. For the year ended January 3, 2010, total sales to Nokia Siemens Networks accounted for approximately 34% of
sales. No other single direct customer accounted for more than 10% of revenue in either year.

Cost of Sales and Gross Profit

The following table presents an analysis of our gross profit:

Fiscal Year Ended
(in thousands)
January 2, 2011 January 3, 2010

NEE SIS ...t e et e e e aeeee e s emeeeeeresranes $591,461 100% $567,486 100.0%
Cost of sales:

Cost Of SALES ... 419,199 70.9% 420,568 74.1%

Intangible amortization .........c.coccceenervirceenenenccnnnn. — 0% 2,494 0.5%

Restructuring and impairment charges..................... 2,411 0.4% 1,932 0.3%

Total cost of sales .......cccoceevveevcereieeniceecnne, 421,610 71.3% 424,994 74.9%

GIOSS PIrOfit..oeveeeeceieieieceice ettt $169,851 28.7% $142,492 25.1%

Our total gross profit and gross profit percentage increased during fiscal 2010 compared to fiscal 2009, primarily as a
result of our increased revenues and the impact of our prior cost reduction and restructuring actions. Our cost reduction
activities, which included manufacturing plant consolidations and closures, helped to reduce our fixed costs and
manufacturing cost overheads, which contributed to the improved gross margin. The decrease in intangible amortization costs
in 2010 is due to our intangible assets being fully amortized in 2009. We incurred approximately $2.4 million of restructuring
and impairment charges in cost of sales during fiscal 2010 primarily related to severance, inventory and facility related
charges in Estonia as we closed our manufacturing facility and consolidated the activities into other locations. We incurred
approximately $1.9 million of restructuring and impairment charges in cost of sales during fiscal 2009, primarily related to
severance charges in the United States, Finland, Sweden and the UK. Included in cost of sales was stock-based compensation
expense of $0.4 million and $1.1 million for fiscal 2010 and 2009 respectively for stock options and employee stock purchase
plans.

Operating Expenses

The following table presents a breakdown of our operating expenses by functional category and as a percentage of net
sales:

Fiscal Year Ended
(in thousands)
January 2, 2011 January 3, 2010

Operating Expenses
Sales and marketing............cccoceveveevererieieeee e $ 32,412 5.5% $ 34,233 6.0%
Research and development ............cccoevevviveiivinecece e 62,492 10.6% 58,920 10.4%
General and administrative ..........coveeeeeeiineiceeeee e 46,716 7.9% 47,658 8.4%
Intangible amOTtiZation .........ccccerueeererueevreiccineirnienernerier e — — % 947 0.2%
Restructuring and impairment charges .............ccceceeeevevecianennas 1,407 0.2% 2,611 0.4%

Total operating EXpenses..........c.eeereevrrerrerirreeesseseenenns $143,027 24.2% $144,369 25.4%

Sales and marketing expenses consist primarily of salaries and sales commissions, travel expenses, advertising and
marketing expenses, selling expenses, customer demonstration unit expenses and trade show expenses. Sales and marketing
expenses decreased by $1.8 million, or 5%, during fiscal 2010 as compared to fiscal 2009. The decrease was due primarily to
lower commissions and reduced bad debt expense.
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Research and development expenses consist primarily of ongoing design and development expenses for new wireless
communications network products, as well as for advanced coverage solutions. We also incur design expenses associated
with reducing the cost and improving the manufacturability of our existing products. Research and development expenses can
fluctuate dramatically from period to period depending on numerous factors including new product introduction schedules,
prototype developments and hiring patterns. Research and development expenses increased by $3.6 million, or 6%, during
fiscal 2010 as compared with fiscal 2009, primarily due to higher personnel costs, higher incentive compensation and higher
materials costs used in research and development activities, which were partially offset by lower professional fees for
outsourced research and development activities.

General and administrative expenses consist primarily of salaries and other expenses for management, finance,
information systems, legal fees, facilities and human resources. General and administrative expenses decreased by $0.9
million, or 2%, during fiscal 2010 as compared to fiscal 2009. This decrease was due to lower tax and audit-related fees and
lower insurance costs. These reductions were partially offset by higher incentive compensation.

Included in total operating expenses is approximately $2.9 million for compensation expense that was recognized
during fiscal 2010 for restricted stock, stock options and employee stock purchase plan awards. During fiscal 2009,
approximately $3.3 million was recorded for similar expenses.

There was no amortization of customer-related intangibles from our acquisitions for fiscal 2010, compared with $0.9
million for fiscal 2009. The decreased amortization expense for fiscal 2010 was a result of the intangible asset amortization
from our past acquisitions being fully completed in fiscal 2009.

Restructuring charges of $1.4 million were recorded in fiscal 2010, primarily related to severance costs in Estonia, the
United States and Canada, and facility and asset-related charges in Estonia. Restructuring charges of $2.6 million were
recorded during fiscal 2009 primarily related to severance costs in the United States, Finland and Sweden.

Other Income (Expense), net

The following table presents a breakdown of other income (expense), net:

Fiscal Year Ended
(in thousands)
January 2, 2011 January 3, 2010

INLETESE IMCOIMIE......vveeieeireeerecieeteeteesre et e steebeeseesre s s e e sresseesaraesaeesmeesebeesncennes § 199 0.1% $ 572 0.1%
INEETESt EXPEISE ...eovvereiiieiiciirerriecetec e bbb (14,165) (24)% (17,036) (3.00%
Foreign currency gain (lI0SS) ...c.cccceevivriiiniiniiniiniiniiiiniiin e, (2,436) (0.4)Y% 3,964 0.7%
Gain (loss) on repurchase of convertible debt ...........cccevvinininininininnnnn, (3s1) (0.1)% 9,767 1.7%
Gain on exchange of convertible debt ...........ccocevevriniiiiiniii 483 0.1% — — %
Loss on conversion of convertible debt ...........cccooceviiinienieiinernieneeeennrennnn, (1,049) (0.2)% — — %
Other INCOME, NEL........cciuiieieiiiiieecetee e e ereeeeesaeestteeesebeaessrreesnseasassanenens 1,938 0.3% 2,222 0.4%

Other inCOME (EXPENSE), NEL.......cccerrueereernrerreerrerererreresreeeessisessesesiesan: $(15,381) (6% $ (1) 0.D)%

Interest expense decreased during fiscal year 2010, as compared to fiscal years 2009 due to lower interest expense
associated with the retirement of approximately $25.4 million in aggregate par value of our 1.875% Notes during fiscal 2009
and the retirement of approximately $3.0 million and $10.0 million in aggregate par value of our outstanding 1.875% Notes
during Q2 2010 and Q3 2010 respectively. In addition, interest expense included non-cash interest for the amortization of the
note discount on our 1.875% Notes of $3.7 million, which was $2.4 million lower than the $6.1 million for the 2009 period.
These purchases of debt resulted in an aggregate loss of $0.4 million for fiscal 2010. We also experienced a gain of $0.5
million on the exchange of $60.0 million in aggregate principal amount of the 1.875% Notes for $60.0 million in aggregate
principal amount of 1.875% Convertible Senior Subordinated Notes. During fiscal 2009, we recognized a gain of $9.8
million on the purchase of $25.4 million in aggregate principal amount of our outstanding 1.875% Notes. We recognized a
net foreign currency loss of $2.4 million for the year ended January 2, 2011 primarily due to fluctuations between the
U.S. Dollar, the Euro and the Chinese RMB, compared to a foreign currency gain of $4.0 million for the year ended
January 3, 2010.
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Income Tax Provision

Our effective tax rate for the year ended January 2, 2011 was 67.6% of our pre-tax income of $11.4 million. Due to the
uncertainty of the timing and ultimate realization of our deferred tax assets, we have recorded a valuation allowance against a
portion of the assets. As such, for the foreseeable future, the tax provision or tax benefit related to future U.S. earnings or
losses will be offset substantially by a reduction in the valuation allowance. Accordingly, tax expense for the year ended
January 2, 2011 consisted primarily of tax expense from operations in foreign jurisdictions, primarily China, which cannot be
offset against tax losses incurred in other jurisdictions, primarily the U.S. We expect our effective tax rate to continue to
fluctuate based on the percentage of income earned in each tax jurisdiction. Our effective tax rate for the year ended
January 3, 2010 was an expense of approximately 137.4% of our pre-tax losses of $2.4 million. Our tax expense for 2009 was
reduced by approximately $2.7 million from a reduction in our liability for income taxes associated with uncertain tax
positions as a result of the expiration of the statutory audit period of the tax jurisdiction as well as being effectively settled
under audit. Although we had a pre-tax loss in 2009, we recognized income tax expense because of tax expense from
operations in foreign jurisdictions, primarily China, which cannot be offset against tax losses in other jurisdictions, primarily
the U.S.

Net Income (Loss)

The following table presents a reconciliation of operating income (loss) to net income (loss):

Fiscal Year Ended
(in thousands)
January 2, January 3,
2011 2010

Operating income (10SS).......c.cc.ecveeririecercrererisieenennens $ 26,824 $ (1,877)
Other income (expense), Net........cccoevevvecerrrerrenrnne, (15,381) (511)
Income (loss) before income taxes ..............coceveeennnee. 11,443 (2,388)
Income tax Provision ........cccccecvevieeveenieniensinsnerennnn 7,730 3,282
Net income (10SS).....cooveevveriviiriirierirereeeeee e $ 3,713 $ (5,670)

Our net income for the year ended January 2, 2011 was $3.7 million compared to a net loss of $5.7 million for the year
ended January 3, 2010. Our net income during fiscal 2010 as compared with our net loss during fiscal 2009 is the result of
higher revenues and improved gross margins combined with lower manufacturing costs and operating expenses resulting
from our worldwide cost-cutting and restructuring activities, lower restructuring and impairment costs and the lack of
intangible asset amortization costs as such assets were fully amortized in the prior year. These were partially offset by higher
other expenses, including a foreign currency translation loss for 2010.

Liquidity and Capital Resources

We have historically financed our operations through a combination of cash on hand, cash provided from operations,
available borrowings under bank lines of credit, private debt offerings and both private and public equity offerings. Our
principal sources of liquidity currently consist of our existing cash balances, funds expected to be generated from future
operations, and available borrowings under our Credit Agreement. In addition, we generated $49.1 million (net of transaction
costs) in cash in October 2011 from the sale of our current corporate headquarters facility, including the building and land.
See Note 3 of the Notes to Consolidated Financial Statements under Part 11, Item 8, Financial Statements and Supplementary
Data. As of January 1, 2012, we had working capital of $194.3 million, including $64.]1 million in unrestricted cash and cash
equivalents as compared to working capital of $131.8 million at January 2, 2011, which included $61.6 million in
unrestricted cash and cash equivalents. We currently invest our excess cash in short-term, investment-grade, money-market
instruments with maturities of three months or less. We typically hold such investments until maturity and then reinvest the
proceeds in similar money market instruments. We believe that all of our cash investments would be readily available to us
should the need arise.
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Cash Flows

The following table summarizes our cash flows for the years ended January 1, 2012 and January 2, 2011:

Fiscal Year Ended
(in thousands)
January 1, January 2,
2012 2011
Net cash provided by (used in):

OPErating ACHIVIEIES ....cvvevevererererireireceeceseeriet et eees e bebebe ittt s e nenns $(47,932) $ 15,767
INVESHING ACLIVILIES ....eoveveerenierereiericretricniti st 36,439 (2,780)
FInancing aCtiVItIes ........ccerceeeuereiinieninceeeeteee st st seenreeeseeeneenesnenenes 15,046 (13,029)

Effect of foreign currency translation on cash and cash equivalents........... (1,033) 1,204

Net increase (decrease) in cash and cash equivalents........................ $ 2,520 $ 1,162

Operating Activities

Net cash used in operations during the year ended January 1, 2012 was $47.9 million as compared with $15.8 million
provided by operations during the year ended January 2, 2011. The decrease in cash flow from operations is due to the
reduction in revenue and the related increase in our net loss and an increase in working capital, primarily due to a decrease in
accounts payable and accrued expenses and an increase in inventory, partially offset by a decrease in accounts receivable.
During the second half of 2011, our revenues fell by over 55% as compared to the first half of 2011. We believe that the
reduction in our revenue in the second half of 2011 was due to several factors including significant slowdowns in spending
by network operators in several of our markets including North America, Western and Eastern Europe, and the Middle East.
In addition, we experienced a significant reduction in demand from our original equipment manufacturing customers.

Investing Activities

Net cash provided by investing activities during fiscal 2011 was $36.4 million as compared to net cash used in
investing activities of $2.8 million during fiscal 2010. The net cash provided by investing activities during fiscal 2011
includes proceeds from the sale and leaseback of our corporate headquarters located in Santa Ana, California for $49.1
million and net proceeds from the sale of other equipment of $0.3 million, capital expenditures of $7.7 million and the
increase of $5.2 million of restricted cash. The net cash used in investing activities during fiscal 2010 represents capital
expenditures of $4.7 million, offset by a reduction in our restricted cash of $1.7 million. The majority of the capital
expenditures during both periods related to the purchase of computer hardware and test equipment utilized in our
manufacturing and research and development areas.

Financing Activities

Net cash provided by financing activities during fiscal 2011 was $15.0 million, primarily comprised of $100.0 million
in proceeds from the issuance of long-term debt, net of $58.0 million of cash paid to retire long-term debt, and $25.0 million
of cash paid to repurchase common stock. Net cash used in financing activities of $13.0 million during fiscal 2010 relates
primarily to the repurchase of $13.0 million in aggregate principal amount of our 1.875% Notes for approximately
$12.7 million.

On July 26, 2011, we completed the private placement of $100 million in original principal amount of 2.75% Notes.
We used the proceeds from the sale of the 2.75% Notes to repurchase $57.9 million in aggregate principal amount of our
1.875% Notes in 2011. We also utilized approximately $25.0 million of the net proceeds from the private placement of the
2.75% Notes to repurchase 2.2 million shares of our Common Stock, and incurred debt issuance costs of $3.6 million during
the year ended January 1, 2012. See Note 4 of the Notes to Consolidated Financial Statements under Part 11, Item 8§,
Financial Statements and Supplementary Data.
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Future Cash Requirements

We currently believe that our existing cash balances and funds expected to be generated from operations and
borrowings under our Credit Agreement will provide us with sufficient funds to finance our current operations for at least the
next twelve months. Our principal sources of liquidity consist of our existing cash balances, funds expected to be generated
from operations and our Credit Agreement, described below. We are presently planning to initiate new cost reduction
measures to both lower our manufacturing costs and reduce our operating expenses which we hope will improve our cash
flow from operations. We regularly review our cash funding requirements and attempt to meet those requirements through a
combination of cash on hand and cash provided by operations. Our ability to generate positive cash flows from operations is
subject to numerous risks and uncertainties. No assurances can be given that we will be able to generate positive operating
cash flows in the future or maintain and/or grow our existing cash balances. If we experience a prolonged period of reduced
revenues and customer demand, and are unable to reduce our manufacturing costs and operating expenses to offset such
reductions, our ability to execute our business plan and maintain operations will be impacted.

Long-Term Debt Position

We have a total of $252.2 million of long-term convertible subordinated notes outstanding at January 1, 2012,
consisting of $0.1 million of 1.875% Notes, $150.0 million of 3.875% Notes and $102.1 million of 2.75% Notes. Holders of
the 3.875% Notes may require us to repurchase all or a portion of their notes for cash on October 1, 2014, 2017 and 2022 at
100% of the principal amount of the notes, plus accrued and unpaid interest. Holders of the 2.75% Notes may require us to
repurchase all or a portion of their notes for cash on July 15, 2018, 2025 or 2032 for a repurchase price equal to 100% of the
accreted amount of the 2.75% Notes, plus accrued and unpaid interest on the original principal amount.

No assurances can be given that we will be able to generate positive operating cash flows in the future or maintain
and/or grow our existing cash balances. If we do not generate sufficient cash from operations, timely reduce our
manufacturing costs and operating expenses or improve our ability to generate cash, we may not have sufficient funds
available to run our business or pay our maturing debt. If we have not retired the debt prior to maturity, and if we do not have
adequate cash available at that time, we would be required to refinance the notes and no assurance can be given that we will
be able to refinance the notes on terms acceptable to us or at all given current conditions in the credit markets. If our financial
performance is poor or if credit markets remain tight, we will likely encounter a more difficult environment in terms of
raising additional financing. If we are not able to repay or refinance the notes or if we experience a prolonged period of
reduced customer demand for our products, our ability to maintain operations may be impacted.

Credit Agreement

We entered into a Credit Agreement with Wells Fargo Capital Finance, LLC (“Wells Fargo™) on April 3,
2009. On January 31, 2011, we entered into Amendment Number Four to the Credit Agreement and Waiver, and Amendment
Number Three to Security Agreement (collectively, the “Amendment”). The Amendment extended the maturity date and the
term of the Credit Agreement from August 15, 2011 to August 15, 2014. The Amendment also reduced the interest rate under
the Credit Agreement by reducing the Base Rate Margin by 1.50% and the LIBOR Base Rate Margin (each as defined in the
Credit Agreement) by 0.75%. The Credit Agreement carries an unused line fee of 0.5% per annum. In connection with the
Amendment, we incurred issue costs of $0.3 million.

On July 19, 2011, we entered into Amendment Number Five to the Credit Agreement and Waiver to, among other
things obtain the consent of Wells Fargo to the issuance of the 2.75% Notes and the repurchase of the 1.875% Notes.

On December 29, 2011, we entered into Amendment Number Six to the Credit Agreement and Waiver to: (i) reduce
the maximum amount which can be borrowed under the Credit Agreement from $50 million to $30 million; (ii) amend the
borrowing base to provide that, subject to the other variables included within the borrowing base calculation, the borrowing
base may be increased in an amount equal to 100% of the undrawn amount of any cash collateralized letters of credit on any
particular date (requiring the Company to deposit cash collateral into a designated deposit account); (iii) amend the
definitions of “Financial Covenant Period” and “Commencement Date” to reduce the amount of availability and liquidity that
the Company is required to maintain before the Company will be subject to a Financial Covenant Reporting Period (as
defined in the Credit Agreement); (iv) and waive certain events of default. See Note 4 of the Notes to Consolidated Financial
Statements under Part I, Item 8, Financial Statements and Supplementary Data.
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Pursuant to the Credit Agreement, the lenders thereunder have made available to us a senior secured credit facility in
the form of a revolving line of credit for up to a maximum of $30.0 million. Availability under the Credit Agreement is based
on the calculation of our Borrowing Base as defined in the Credit Agreement. The Credit Agreement is secured by a first
priority security interest on a majority of our assets, including, without limitation, all accounts, equipment, inventory, chattel
paper, records, intangibles, deposit accounts, cash and cash equivalents and proceeds of the foregoing. The Credit Agreement
contains customary affirmative and negative covenants for credit facilities of this type, including limitations on us with
respect to indebtedness, liens, investments, distributions, mergers and acquisitions, and dispositions of assets. The Credit
Agreement also includes a financial covenant in the form of a minimum fixed charge coverage ratio that is applicable only if
the Availability under the line of credit falls below $3.0 million or Domestic Liquidity (each as defined in the Credit
Agreement) falls below $10.0 million. As of January 1, 2012 we were not required to comply with this covenant. As of
January 1, 2012, we had approximately $13.9 million of availability under the Credit Agreement, of which approximately
$6.3 million was utilized for an outstanding letter of credit.

Future Financings

On occasion, we have previously utilized both operating and capital lease financing for certain equipment purchases
used in our manufacturing and research and development operations and may selectively do so in the future. We may require
additional funds in the future to support our working capital requirements or for other purposes such as acquisitions, and we
may seek to raise such additional funds through the sale of public or private equity and/or debt financing, as well as from
other sources including the sale of certain real property. Our ability to secure additional financing or sources of funding is
dependent upon numerous factors, including our financial performance, credit rating, debt position, and the market price for
our Common Stock, which are all directly impacted by our ability to achieve positive financial results. In addition, our ability
to obtain financing is directly dependent upon the availability of financial markets to provide sources of financing on
reasonable terms and conditions. We can make no guarantee that we will be able to obtain additional financing or secure new
financing arrangements on terms that are favorable to us or at all. If our operating performance was to deteriorate and our
cash balances were to be significantly reduced, we would likely encounter a more difficult environment in terms of raising
additional funding to support our business, the cost of additional funding or borrowing could increase, and we may be
required to further reduce operating expenses or scale back operations.

Off-Balance Sheet Arrangements

Our off-balance sheet arrangements consist primarily of conventional operating leases, purchase commitments and
other commitments arising in the normal course of business, as further discussed below under “Contractual Obligations and
Commercial Commitments.” As of January 1, 2012, we did not have any other relationships with unconsolidated entities or
financial partners, such as entities often referred to as structured finance or special purpose entities, which would have been
established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or limited purposes.

Contractual Obligations and Commercial Commitments

We incur various contractual obligations and commercial commitments in our normal course of business. Such
obligations and commitments consist primarily of the following:

Long-Term Debt, Including Current Portion

At January 1, 2012, we had $0.1 million of our 1.875% Notes outstanding. These notes are convertible into shares of
our Common Stock at the option of the holder, and the holders of such notes may require us to repurchase such notes on
November 15, 2014,

At January 1, 2012, we had $150.0 million in principal amount of our 3.875% Notes outstanding. These notes are
convertible into shares of our Common Stock at the option of the holder, and the holders of such notes may require us to
repurchase such notes on October 1, 2014,

At January 1, 2012 we had $102.1 million in principal amount of our 2.75% Notes outstanding. These notes are
convertible into shares of our Common Stock at the option of the holder, and the holders of such notes may require us to
repurchase such notes on July 15, 2018. (See Note 4 of the Notes to Consolidated Financial Statements included under Part
11, Item 8, Financial Statements and Supplementary Data.)

Operating Lease Obligations

The Company entered into a 15-year lease of its corporate headquarters facility with an effective date of October 21,
2011. The lease provides for two ten-year extension options and is a triple net lease under which the Company will pay
insurance, real estate taxes, and maintenance and repair expense. The initial base rent is $3,964,000 per annum and escalates
2% per year commencing on the first anniversary of the effective date of the lease. In addition we have various operating
leases covering vehicles, equipment, facilities and sales offices located throughout the world.
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Purchase Commitments with Contract Manufacturers

We generally issue purchase orders to our contract manufacturers with delivery dates from four to six weeks from the
purchase order date. In addition, we regularly provide our contract manufacturers with rolling six-month forecasts of material
and finished goods requirements for planning and long-lead time parts procurement purposes only. We are committed to
accept delivery of materials pursuant to our purchase orders subject to various contract provisions which allow us to delay
receipt of such orders or cancel orders beyond certain agreed lead times. Such cancellations may or may not result in
cancellation costs payable by us. In the past, we have been required to take delivery of materials from our suppliers that were
in excess of our requirements and we have previously recognized charges and expenses related to such excess material. If we
are unable to adequately manage our contract manufacturers and adjust such commitments for changes in demand, we may
incur additional inventory expenses related to excess and obsolete inventory. These expenses could have a material adverse
effect on our business, financial condition and results of operations.

Contract Agreements with Contract Manufacturers

Our typical contractual agreements with contract manufacturers do not require us to purchase a fixed amount of
products or generate a fixed amount of profit for the contract manufacturer. Pricing and other terms are normally reviewed on
a quarterly basis. To further clarify the pricing clauses common in our contracts with contract manufacturers, the actual
revenue margin of a third-party contract manufacturer is proprietary information that is not readily available to any customer.
While our agreements normally state that pricing shall be on an open book basis, they also state that such basis is to be
consistent with current practices and that it must be consistent with their confidentiality terms with other third parties. What
this means in practice is that it is extremely difficult for Powerwave to accurately forecast what is actually being earned by a
contract manufacturer, therefore it is typical that an ongoing negotiation occurs between the parties to determine what the
actual prices will be. If we are unable to adequately manage and negotiate pricing with our contract manufacturing partners,
we may pay higher prices for contract manufacturing services which would have a negative impact on our business, operating
margins, financial condition and results of operations.

Other Commitments

We also incur various purchase obligations with other vendors and suppliers for the purchase of inventory, as well as
other goods and services, in the normal course of business. These obligations are generally evidenced by purchase orders
with delivery dates from four to six weeks from the purchase order date, and in certain cases, supply agreements that contain
the terms and conditions associated with these purchase arrangements. We are committed to accept delivery of materials
pursuant to such purchase orders; however, various contract provisions allow us to delay receipt of orders or cancel orders
that are beyond certain agreed lead times. These cancellations may or may not result in cancellation costs payable by us. In
the past, we have been required to take delivery of materials from our suppliers that were in excess of our requirements, and
we have previously recognized charges and expenses related to this excess material. If we are not able to adequately manage
our supply chain and adjust these commitments for changes in demand, we may incur additional inventory expenses related
to excess and obsolete inventory. These expenses could have a material adverse effect on our business, financial condition
and results of operations.

Guarantees Under Letters of Credit

We occasionally issue guarantees for certain contingent liabilities under various contractual arrangements, including
customer contracts, self-insured retentions under certain insurance policies and governmental value-added tax compliance
programs. These guarantees normally take the form of standby letters of credit issued by our bank that may be secured by our
Credit Agreement, cash deposits or pledges or performance bonds issued by an insurance company.
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Contractual Obligations
As of January 1, 2012, expected future cash payments related to contractual obligations and commercial commitments
were as follows:

Payments Due by Period
(in thousands)

Less than 1 1-3 3-5
Year Years Years Thereafter Total

Short-term and long-term debt (including
INterest) (1(2)(3) coveerereeeriee e e $ 8,563 $165,776 $ 5,500 $104,234 $284,073
Operating lease obligations (4) .......ccccevvevvereneneenrenennnnn: 7,544 12,395 10,409 46,870 77,218
Purchase commitments with contract manufacturers........ 53,199 14 — 7 53,220
Other purchase COMMItMENtS .......c.ceevvueerernieereenecnnennne. 8,027 _— — — 8,027

Total contractual obligations and commercial

cOmMMItMENLS (5)...veeeviiriieireeieeirereeieeeiee e eenans $ 77,333 $178,185 $15,909 $151,111 $422,538

o Holders of the $0.1 million outstanding principal amount of our 1.875% Notes may require us to repurchase all or a
portion of their notes for cash on November 15, 2014 and 2019 at 100% of the principal amount of the notes, plus
accrued and unpaid interest up to but not including the date of such repurchase. The figures in the table assume the
notes will be repurchased at the note holders’ earliest option date and will not be held to maturity.

@ Holders of the $150.0 million outstanding principal amount of our 3.875% Notes may require us to repurchase all or a
portion of their notes for cash on October 1, 2014, 2017 and 2022 at 100% of the principal amount of the notes, plus
accrued and unpaid interest up to but not including the date of such repurchase. The figures in the table assume the
notes will be repurchased at the note holders’ earliest option date and will not be held to maturity.

@ Holders of the 2.75% Notes may convert some or all of their notes into shares of our Common Stock at any time prior
to the maturity date at an initial conversion rate of approximately 64.0615 shares of common stock per $1,000 in
principal and interest of the 2.75% Notes. Holders of the 2.75% Notes may also require that we repurchase all or a
portion of their notes on July 15, 2018, July 15, 2025 and July 15, 2032 for a repurchase price equal to 100% of the
accreted principal amount of the 2.75% Notes, plus accrued and unpaid interest on the outstanding original principal
amount of the 2.75% Notes.

@ The company entered into a 15-year lease of its corporate headquarters facility with an effective date of October 21,
2011. The lease provides for two ten-year extension options and is a triple net lease under which the Company will pay
insurance, real estate taxes, and maintenance and repair expense. The initial base rent is $3,964,000 per annum and
escalates 2% per year commencing on the first anniversary of the effective date of the lease.

© The liability for unrecognized tax benefits is not included above due to the uncertainty in the timing of payment. See
Note 14 of the Notes to Consolidated Financial Statements under Part 11, Item 8, Financial Statements and
Supplementary Data.

We believe that our existing cash balances and funds expected to be generated from future operations and our available
credit facilities will be sufficient to satisfy these contractual obligations and commercial commitments and that the ultimate
payments associated with these commitments will not have a material adverse effect on our liquidity position.

ITEM7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Our financial instruments include cash and cash equivalents, restricted cash, short-term investments, capital leases and
long-term debt. As of January 1, 2012, the carrying values of our financial instruments approximated their fair values based
upon current market prices and rates except for long-term debt for which the fair value is estimated based on the quoted
market price for the debt.

We are exposed to a number of market risks in the ordinary course of business. These risks, which include foreign
currency risk, interest rate risk and commodity price risk, arise in the normal course of business rather than from trading. We
have examined our exposures to these risks and do not believe that any of our market exposures will result in material
changes to our financial condition or results of operations.
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Foreign Currency Risk

Our international operations represent a substantial portion of our operating results and asset base. We maintain various
operations in foreign locations including Brazil, China, Finland, France, Germany, India, Singapore, Sweden, Thailand and
the United Kingdom. These international operations generally incur local operating costs and generate third-party revenues in
currencies other than the U.S. Dollar. These foreign currency revenues and expenses expose us to foreign currency risk and
give rise to foreign currency exchange gains and losses. We do not presently hedge against the risks of foreign currency
fluctuations. In the event of significant fluctuations in foreign currencies, we may experience declines in revenue and adverse
impacts on our operating results and such changes could be material.

We regularly pursue new customers in various international locations where new deployments or upgrades to existing
wireless communication networks are planned. As a result, a significant portion of our revenues are derived from
international sources (excluding North America), with our international customers accounting for approximately 60% of our
net sales during fiscal year 2011, 63% of our net sales during fiscal 2010 and 73% of our net sales during fiscal 2009.
International sources include Europe, the Middle East, Africa, Asia and South America, where there has been historical
volatility in several of the regions’ currencies. Changes in the value of the U.S. Dollar versus the local currency in which our
products are sold exposes us to foreign currency risk since the weakening of an international customer’s local currency and
banking market may negatively impact such customer’s ability to meet their payment obligations to us. Alternatively, if a sale
price is denominated in U.S. Dollars and the value of the U.S. Dollar falls, we may suffer a loss due to the lower value of the
U.S. Dollar. In addition, some of our international customers require that we transact business with them in their own local
currency, regardless of the location of our operations, which also exposes us to foreign currency risk. Since we sell products
or services in foreign currencies, we are required to convert the payments received into U.S. Dollars, which gives rise to
foreign currency gains or losses. Given the uncertainty as to when and what specific foreign currencies we may be required or
choose to accept as payment from our international customers, we cannot predict the ultimate impact that such a decision
would have on our business, financial condition and results of operations. For fiscal 2011, we recorded a foreign exchange
translation loss of 5.7 million due to fluctuations in the value of the U.S. Dollar. There can be no assurance that we will not
incur foreign exchange translation losses in the future as the value of the U.S. Dollar fluctuates.

Interest Rate Risk

As of January 1, 2012, we had cash equivalents of approximately $70.3 million in both interest and non-interest
bearing accounts, including restricted cash. We also had $0.1 million of 1.875% Notes at a fixed annual interest rate of
1.875%, $150.0 million of 3.875% Notes at a fixed rate of 3.875% and $102.2 million of 2.75% Notes at a fixed interest rate
of 2.75%, which additionally accrete principal at a rate of 5.0% per year compounded semi-annually. We have exposure to
interest rate risk primarily through our Credit Agreement and our cash investment portfolio. Short-term investment rates
decreased significantly during 2008 and remained low throughout 2009, 2010, and 2011 as the U.S. Federal Reserve has
attempted to mitigate the impact of worldwide economic recession of 2008. In spite of this, we believe that we are not subject
to material fluctuations in principal given the short-term maturities and high-grade investment quality of our investment
portfolio, and the fact that the effective interest rate of our portfolio tracks closely to various short-term money market
interest rate benchmarks. Therefore, we currently do not use derivative instruments to manage our interest rate risk. Based on
our overall interest rate exposure as of January 1, 2012, we do not believe that a 100 basis point change in interest rates
would have a material effect on our consolidated business, financial condition or results of operations.
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Commodity Price Risk

Our internal manufacturing operations and contract manufacturers require significant quantities of transistors,
semiconductors and various metals for use in the manufacture of our products. Therefore, we are exposed to certain
commodity price risks associated with variations in the market prices for these electronic components as these prices directly
impact the cost to manufacture products and the price we pay our contract manufacturers to manufacture our products. We
attempt to manage this risk by entering into supply agreements with our contract manufacturers and various suppliers of these
components in order to mitigate the impact of any fluctuations in commodity prices. These supply agreements are not long-
term supply agreements. If we or our contract manufacturers become subject to a significant increase in the price of one of
these components, we may be unable to pass such costs onto our customers. In addition, certain transistors and
semiconductors are regularly revised or changed by their manufacturers, which may result in a requirement for us to redesign
a product that utilizes these components or cease the production of such products. In such events, our business, financial
condition or results of operations could be adversely affected. Additionally, we require specialized electronic test equipment,
which is utilized in both the design and manufacture of our products. The electronic test equipment is available from limited
sources and may not be available in the time periods required for us to meet our customers’ demand. If required, we may be
forced to pay higher prices for equipment and/or we may not be able to obtain the equipment in the time periods required,
which would then delay our development or production of new products. These delays and any potential additional costs
could have a material adverse effect on our business, financial condition or results of operations. Prior increases to the price
of oil and energy have translated into higher freight and transportation costs and, in certain cases, higher raw material supply
costs. These higher costs negatively impacted our production costs. We may not be able to pass on these higher costs to our
customers and if we insist on raising prices, our customers may curtail their purchases from us. There are significant concerns
in the business community about inflationary pressures on costs. Further increases in energy prices may negatively impact
our business, financial condition and results of operations.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Powerwave Technologies, Inc.
Santa Ana, California

We have audited the accompanying consolidated balance sheets of Powerwave Technologies, Inc. and subsidiaries (the
“Company”), as of January 1, 2012 and January 2, 2011, and related consolidated statements of operations, comprehensive
operations, shareholders’ equity (deficit), and cash flows for each of the three years ended January 1, 2012. Our audits also
included the financial statement schedules listed in the index at [tem 15. These consolidated financial statements and
financial statement schedules are the responsibility of the Company’s management. Our responsibility is to express an
opinion on the consolidated financial statements and financial statement schedules based on our audits.

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

In our opinion, such consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Company as of January 1, 2012 and January 2, 2011, and the consolidated results of its operations and its cash
flows for each of the three years in the period ended January 1, 2012, in conformity with accounting principles generally
accepted in the United States of America. Also, in our opinion, such financial statement schedules, when considered in
relation to the basic consolidated financial statements taken as a whole, present fairly, in all material respects, the information
set forth therein.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the Company’s internal control over financial reporting as of January 1, 2012, based on the criteria established in Internal
Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, and
our report dated February 28, 2012 expressed an unqualified opinion on the Company’s internal control over

financial reporting.

/s/ DELOITTE & TOUCHE LLP

Costa Mesa, California
February 28, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Powerwave Technologies, Inc.:

We have audited the internal control over financial reporting of Powerwave Technologies, Inc. and subsidiaries (the
“Company”), as of January 1, 2012, based on the criteria established in criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting, included in the accompanying management’s annual report on
internal control over financial reporting. Our responsibility is to express an opinion on the Company’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for

our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s
principal executive and principal financial officers, or persons performing similar functions, and effected by the company’s
board of directors, management, and other personnel to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of
the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company
are being made only in accordance with authorizations of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or
improper management override of controls, material misstatements due to error or fraud may not be prevented or detected on
a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over financial reporting to future
periods are subject to the risk that the controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of
January 1, 2012, based on the criteria established in Internal Control—Integrated F ramework issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the consolidated financial statements and financial statement schedules as of and for the year ended January 1, 2012 of the
Company, and our report dated February 28, 2012 expressed an unqualified opinion on those consolidated financial
statements and financial statement schedules.

/s/ DELOITTE & TOUCHE LLP

Costa Mesa, California
February 28, 2012
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POWERWAVE TECHNOLOGIES, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except per share data)

ASSETS
Current assets:

Cash and cash eqUIVAIENLS............ccooiiiiiiiiie et eb s,
RESIIICEA CASN ..ottt ettt e ee b et sra e eneeeasesaeeenseenseeneesanes.

Accounts receivable, net of allowance for sales returns and doubtful accounts of $4,225

and $4,595, r€SPECHIVEIY .....c..oiriiriiieieiee e

IV EIOTIES ..oeeeiiiiiieiieieieete et e e e e ee e e e teeeeeeaeae s et eeseseseesesaeaseeesesataeassenenesessassanen

Prepaid expenses and other CUrrent aSsets...........oovoveoiererieieiiee st
Deferred INCOME tAXES. ......ccueiiiiriiieieieii ettt b b s e sae st e e bessasaens.

TOtA] CUITENE ASSEES ...vvviiiieeeeeee ettt ee et e te e e e e e e seeeeaessssaeesssnaeeessseeeesenaen,
Property, plant and eqUIPMENt, NEL ..........o.ooiriiiiiiieeeeeete ettt
OO ASSES .. .eiiiieieteieeitee ettt eet e eete e eeeeeeeeeeteeeteeeeaeteeeseesateeseastes s tteeesbeeesate s e tee e e e e e e eeenesenennns

LIABILITIES AND SHAREHOLDERS’ EQUITY (DEFICIT)
Current liabilities:

ACCOUNES PAYADIE ..o e ettt

Accrued payroll and employee benefits ...........ccoeeieerriiniiiicieciee e

AcCrued TESIIUCTUITINZ COSES c....eviitiriiriiiieterterteet et et ete e ertstesiesrertestetestesaeeessetessesseseesassensenenss
Accrued expenses and other current Habilities ...........ccooconeieiiieniinieniiciee e
Current portion of long term debt........c.cooovviiriiiiriiiiirc e,

Total current HabIIIES. .........cccvviiiiiiiii et ee e s,
LONZ-EIM AEDL ....c.eniiiiie et ettt ettt ne et eneerans
OUREr HHADIIILIES ....eoveiiieieeie ettt e e et e e et e s e e enaeeaeeeenneeanns

Total HADIIHIES ..ottt s
Commitments and contingencies (Notes 9 and 10)
Shareholders’ equity:
Preferred Stock, $0.0001 par value, 5,000,000 shares authorized and no shares issued
OF OUESTANAING ..ottt ettt e ettt er s eve e teete et etesseeneenseseeeaneneanees
Common Stock, $0.0001 par value, 100,000,000 shares authorized, 31,684,831 and
33,693,758 shares issued and outstanding, respectively............coovvieviiiiviioiinieeieeeneenen.
Accumulated other comprehensive iNCOME..............cocveeiieeieiciicceeceeee et

Accumulated defICIt .......cc.eiiruiiririiriec ettt
Net shareholders’ equity (deficit) .........ocoririiiiiiiice e,
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY (DEFICIT)....cccooiiiiiiceeceen

January 1, January 2,
2012 2011
$ 64,121 $ 61,601
6,162 930
96,777 186,960
88,627 50,417
45,712 39,236
6,968 6,331
308,367 345475
27,771 76,276
6,192 3,833
$342,330 $425,584
$ 71,094 $112,906
11,094 14,237
3,112 749
28,725 30,453
— 55,371
114,025 213,716
252,190 150,000
8,813 589
375,028 364,305
866,716 882,720
9,756 10,110
(909,170)  (831,551)
(32,698) 61,279
$342,330 $425,584

The accompanying notes are an integral part of these consolidated financial statements.
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Net sales.......
Cost of sales:

POWERWAVE TECHNOLOGIES, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

COSt OF GOOMS.c..cveereirereriieietee ettt e
Intangible asset amMOItiZation..........cvevvverieiriinieiieieiere et
Restructuring and impairment Charges..........cocevvevveeverieiriniiniinicccnniine

TOtal COSE OF SALES v e e e e e e eneneeees

Gross profit..

Operating expenses:
Sales and MArkEting .........ccceeieiiereriiierenere et s
Research and development.............cccccvevinininiiiiiniiine e
General and admMinISLrAtiVe...........cceveieerirerrinreeereerce s
Intangible asset AMOTHIZAtION......cc.ccceiirrerierieie ittt
Restructuring and impairment charges........cc.ccoceereercieinieniiccneinneeeeenens

Total OPErating EXPENSES ........ocvevreurrierrierenreeerersirrenreesierieneneersssrensonescsnes

Operating inCOME (10SS)......ccveveerreerereririecircricir s st
Other EXPENSE, NET .......coveiverireiriiereeecee et s re e s e ve s

Income (10sS) before INCOME LAXES ..c.eeervieriiiriiiiiiieiiinr e
INCOME tAX PIOVISION ..ovvinieriiiiieniiete ettt st e st ean e e ene

INEt INCOME (LOSS) .vveevvrererreeeriieiieitete ettt st s sas e bbb sbe s e sne e

Fiscal Year Ended

January 1, January 2, January 3,
2012 2011 2010
$444 446 $591,461 $567,486
353,415 419,199 420,568

— — 2,494
3,207 2,411 1,932
356,622 421,610 424,994
87,824 169,851 142,492
31,677 32,412 34,233
62,134 62,492 58,920
46,017 46,716 47,658

— — 947

1,694 1,407 2,611
141,522 143,027 144,369
(53,698) 26,824 (1,877)
(18,604)  (15381) 511)
(72,302) 11,443 (2,388)
5,317 7,730 3,282
$(77,619) $ 3,713  $ (5,670)
$ (236) $ 014 § (022
$ (236) $ 014 S (0.22)
32,869 26,629 26,361
32,869 27,243 26,361

The accompanying notes are an integral part of these consolidated financial statements.
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POWERWAVE TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE OPERATIONS

(in thousands)

NEt INCOME (10SS) ...evieuerieirinieiiiieriiertetece et st st ee et sabe st eee e sresasesnes
Other comprehensive income (loss):
Foreign currency translation adjustments, net of income tax................

Comprehensive inCOme (LOSS).......c.coerieririrenierieneeenesienenieeeeeseree e

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010
$(77,619) $ 3,713 $ (5,670)
(354) 412) (3,723)
$(77,973) $ 3,301 $ (9,393)

The accompanying notes are an integral part of these consolidated financial statements.
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POWERWAVE TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (DEFICIT)
(in thousands)

Accumulated Retained
Common Stock Coml())::l::nsive (Afg:lltl:listed Shar:g:)al:lers’
Shares Amount Income (Loss) Deficit) Equity (Deficit)
Balance at December 28, 2008 ................c.c..... 26,327 820,733 14,245 (829,594) 5,384
Issuance of common stock related to
employee stock-based
compensation plans ...........cceeeienennn 146 281 — — 281
Repurchase of common stock ................ 2) (15) — — (15)
Stock-based compensation expense ....... — 4355 — — 4,355
Foreign currency
translation adjustments............c.c.c..... — — (3,723) — (3,723)
Net 10SS..c..cveeiiiecieiniiececrcrcee, — — — (5,670) (5,670)
Balance at January 3, 2010 .......cccecvecveereennnnen, 26,471 825,354 10,522 (835,264) 612
Issuance of common stock related to
employee stock-based
compensation plans ..........c.cceevevenne. 166 837 — — 837
Repurchase of common stock ................ 2) (22) — — 22)
Stock-based compensation expense ....... — 3,344 — — 3,344
Reacquisition of equity component
related to exchange of
convertible notes..........coceeeeivveeieennn, — (5,827) — — (5,827)
Debt to equity conversion ...........c.c.cc..... 7,059 59,034 — — 59,034
Foreign currency
translation adjustments..........cc......... — — 412) — (412)
Net inCOME .......oovvvieiriecieerreeereeervre e — — — 3,713 3,713
Balance at January 2, 2011 ..........cccoevevinenennnn. 33,694  $882,720 $ 10,110 $ (831,551) $ 61,279
Issuance of common stock related to
employee stock-based
compensation plans ..........cocoeveeueneens 234 1,650 — — 1,650
Repurchase of common stock ................ (2,243) (25,018) — — (25,018)
Stock-based compensation expense ....... — 7,364 — — 7,364
Foreign currency
translation adjustments...................... — — (354) —_ (354)
NEL 0SS cveuieeieriereiererteerereereererseseeienees — — — (77,619) (77,619)
Balance at January 1,2012 ......ccocoovereveiennnnen, 31,685  $866,716 $ 9,756 $ (909,170) $§  (32,698)

The accompanying notes are an integral part of these consolidated financial statements.
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POWERWAVE TECHNOLOGIES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net INCOME (10SS) eeeeuvieririiriieiriieiniieretee sttt eerireesireestrres s sereesressbeeesmnessbesseseessanes,
Adjustments to reconcile net income (loss) to net cash provided by (used in)
operating activities:

DEPIECIAtION. .....c.ovivietiriiiiiiiieienic ettt e
AMOTTZALION .....ovieiieieeieeie et eete et e et e st e tesa s s eseeeebesaseessaessesaneesneessens
Non-cash restructuring and impairment charges...........cocceevevveruenenienericeneenns
Provision for sales returns and doubtful accounts............cccocovrvrevreneinnnee.
Provision for excess and obsolete inVentories ........cooovvvvverrercverienenieneniennnen.
DEfEITEA tAXES ..e.vveeurieiririierieeeeeritente ettt st eeiessee e e e ese e beesabressesiaensnesaaesseansns

Prepaid expenses and other Current assets ...........ocvevereveneeesreenveneniesennnn:
ACCOUNLS PAYADLE.....cviiiiiiteeiitcerentecerese s sae e era e
Accrued expenses and other current liabilities.............occceveiiveicnenninennnnen.
Other NON-CUITENT ASSELS .....cvevvererieerieteeinteiereinereeeesteteeeseseese sttt eseseseesenens
Other non-current labilities..........c.ccocvverviverinineincirne e,

Net cash provided by (used in) by operating activities ..........cecooeruenne,
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of property, plant and equipment..............cceccerriiierreeninieecenneeeeeee s,
Restricted Cash......ccoeiiiiiiiniiiiiiccicncc e,
Proceeds from the sale of property, plant and equipment .............ccccovveeiviiniinnne,
Proceeds from the sale of BUSINESS .......cccccieeiiiiiiieiii e
Proceeds from the sale of assets held for sale............coccecvivinerienenenreninnceecnen,
Acquisitions, net of cash acquIred ............ccooviiicciininicic e

Net cash provided by (used in) in investing activities ................coe...

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of long-term debt............cccceviriiiinieniiniinenieeneeeecie e
DEbE ISSUANCE COSLS ....viiirrnirriiiieriisieereerietese sttt esreessessesasessansesseesaessensessassassessans
Proceeds from stock-based compensation arrangements ............ccevvevveresvereernernans:
Repurchase of common StOCK .........covririierieriiireeee e,
Retirement of long-term debt..........cccooriieiieiinineee e,

Net cash provided by (used in) financing activities ...........ccccceeeverurene.
EFFECT OF EXCHANGE RATES ON CASH AND CASH EQUIVALENTS..............

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS...........c.c.......
CASH AND CASH EQUIVALENTS, beginning of period..........ccccocevevvvveciriiivenecrennnns

CASH AND CASH EQUIVALENTS, end of period........cccccooovviiiereiiiieceneereereeenan,

SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid for:
INEEIESt EXPENSE ..eoneiiiiiiicciiie ettt eree et e e st beesate bbb e enees
INCOME TAXES ...ttt ettt
SUPPLEMENTAL SCHEDULE OF NON-CASH ACTIVITIES:
Unpaid purchases of property and equipment...........c.ccceeeeevernueenieenennenens
Conversion of 1.875% Convertible Subordinated
Notes due 2024 (INOLE 4) ...c..ouiimiieeeeeiriiireeeeree et eeeeesae e eeenns

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010
$(77,619)  $ 3,713 $ (5,670)
13,826 17,903 19,401
5,220 5,389 10,741
4,901 3,818 4,543
896 896 1,860
4,556 7,184 9,057
(637) 118 (3,245)
7,364 3,344 4,355
— (483) —
881 351 (9,767)
(491 @) (95)
— — (645)
88,286 (42,535) 66,817
(42,431) 3,128 10,247
(7,149) (18,029) 1,330
(40,402) 25,135 (55,481)
(5,457) 5,958 (21,501)
(62) 19 500
386 (135) (1,178)
(47,932) 15,767 31,269
(7,710) (4,716) (10,151)
(5,232) 1,670 833
49,381 266 394
— — 500
— — 3,889
— — 1,960
36,439 (2,780) (2,575)
100,000 — —
(3,568) (1,263) (1,305)
1,650 837 281
(25,018) (22) (15)
(58,018) (12,581) (12,445)
15,046 (13,029) (13,484)
(1,033) 1,204 (1,677)
2,520 1,162 13,533
61,601 60,439 46,906
$ 64,121 $ 61,601 $ 60,439
$ 7,195 $ 8,846 $ 9,117
$ 8,022 $ 3,988 $ 9,095
$ 621 $ 1,161 $ 1,774
$ — $ 60,000 $ —

The accompanying notes are an integral part of these consolidated financial statements.
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POWERWAVE TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in thousands, except per share data)

Note 1. Nature of Operations

Powerwave Technologies Inc. (the “Company”) is a global supplier of end-to-end wireless solutions for wireless
communications networks. The Company designs, manufactures and markets antennas, boosters, combiners, cabinets,
shelters, filters, radio frequency power amplifiers, repeaters, tower-mounted amplifiers, remote radio head transceivers and
advanced coverage solutions for use in cellular, PCS, 3G and 4G networks throughout the world.

Note 2. Summary of Significant Accounting Policies
Basis of Presentation

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in the United States of America (“GAAP”) and include the accounts of the Company and its wholly-owned subsidiaries. All
intercompany balances and transactions have been eliminated in the accompanying consolidated financial statements.

Reverse Stock Split and Authorized Share Reduction

On October 27, 2011, the Company’s sharcholders approved an amendment to Powerwave’s Amended and Restated
Certificate of Incorporation to (i) effect a reverse stock split of the Company’s issued and outstanding shares of Common
Stock at a ratio of 1-for-5 (the “Reverse Stock Split”) and (ii) to reduce the number of authorized shares of Common Stock
from 250,000,000 to 100,000,000 (the “Authorized Share Reduction™). The Reverse Stock Split and the Authorized Share
Reduction were effective on October 28, 2011. Pursuant to the Reverse Stock Split, every five shares of issued and
outstanding Common Stock were automatically combined into one issued and outstanding share of Common Stock without
any change in the par value per share. All share data has been retroactively adjusted to give effect to the Reverse Stock Split.

Fiscal Year

The Company operates on a conventional 52-53 week accounting fiscal year that ends on the Sunday closest to
December 31. The Company’s fiscal quarters generally span 13 weeks, with the exception of a 53-week fiscal year, when an
additional week is added during the fourth quarter to adjust the year to the Sunday closest to December 31. Fiscal year 2009
ended on January 3, 2010, fiscal year 2010 ended on January 2, 2011, and fiscal year 2011 ended on January 1, 2012. Fiscal
year 2012 will end on December 30, 2012. Fiscal years 2010 and 2011 each consisted of 52 weeks, and fiscal year 2009
consisted of 53 weeks.

Foreign Currency

Some of the Company’s international operations use the respective local currencies as their functional currency while
other international operations use the U.S. Dollar as their functional currency. Gains and losses from foreign currency
transactions are recorded in other income (expense), net. Revenue and expenses from the Company’s international
subsidiaries are translated using the monthly average exchange rates in effect for the period in which they occur. The
Company’s international subsidiaries that have the U.S. Dollar as their functional currency translate monetary assets and
liabilities using current rates of exchange as of the balance sheet date and translate non-monetary assets and liabilities using
historical rates of exchange. Gains and losses from re-measurement for such subsidiaries are included in other income
(expense), net. The Company’s international subsidiaries that do not have the U.S. Dollar as their functional currency
translate assets and liabilities at current rates of exchange in effect as of balance sheet date. The resulting gains and losses
from translation for such subsidiaries are included as a component of shareholders’ equity.

Use of Estimates

The preparation of the consolidated financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during reporting years.
Actual results may differ from those estimates.
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POWERWAVE TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in thousands, except per share data)

Cash and Cash Equivalents

Cash and cash equivalents generally consist of cash, time deposits, commercial paper, money market funds and other
money market instruments with original maturity dates of three months or less. The Company invests its excess cash only in
investment grade money market instruments from companies in a variety of industries and thus believes that it bears minimal
principal risk. Such investments are stated at cost, which approximates fair value.

Restricted Cash

Restricted cash consists of cash and cash equivalents which the Company has pledged to fulfill certain obligations and
are not available for general corporate purposes.

Accounts Receivable

The Company performs ongoing credit evaluations of its customers and adjusts credit limits based upon payment
history, the customer’s creditworthiness and various other factors, as determined by its review of their credit information. The
Company monitors collections and payments from its customers and maintains an allowance for estimated credit losses based
upon its historical experience and any customer-specific collection issues that it has identified.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of cash and
cash equivalents and accounts receivable. The Company maintains cash and cash equivalents with major financial institutions
and performs periodic evaluations of the relative credit standing of these financial institutions in order to limit the amount of
credit exposure with any one institution. The Company’s customers are concentrated in the wireless communications industry
and may be influenced by the prevailing macroeconomic conditions present in this industry.

Receivables from the Company’s customers are generally unsecured. To reduce the overall risk of collection, the
Company performs ongoing evaluations of its customers’ financial condition. The Company’s product sales have historically
been concentrated in a small number of customers. During the fiscal years ended January 1, 2012, January 2, 2011 and
January 3, 2010, sales to customers that accounted for 10% or more of revenues for the fiscal year totaled $191.2 million,
$142.6 million and $195.3 million, respectively. For fiscal year 2011, sales to Nokia Siemens Networks, Team Alliance, and
Raycom accounted for approximately 16%, 16%, and 11% of revenues, respectively. For fiscal year 2010, sales to Nokia
Siemens Networks accounted for approximately 24% of revenues. For fiscal year 2009, sales to Nokia Siemens Networks
accounted for approximately 34% of revenues, respectively.

As of January 1, 2012, approximately 42% of total accounts receivable related to Team Alliance, Raycom and Nokia
Siemens Networks with these customers representing 33%, 5% and 4% of total accounts receivable respectively.

Inventories

The Company values inventories at the lower of cost (determined on an average cost basis) or fair market value and
includes materials, labor and manufacturing overhead. The Company writes down excess and obsolete inventory to estimated
net realizable value. In assessing the ultimate realization of inventories, the Company makes judgments as to future demand
requirements and compares those requirements with the current or committed inventory levels. Depending on the product line
and other factors, the Company estimates future demand based on either historical usage for the preceding twelve months,
adjusted for known changes in demand for such products, or the forecast of product demands and production requirements
for the next twelve months. These provisions reduce the cost basis of the respective inventory and are recorded as a charge to
cost of sales.

Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation. Depreciation expense includes any
amortization of assets under capital leases. The Company depreciates or amortizes these assets using the straight-line method
over the estimated useful lives of the various asset classes, as follows:

Machinery and equipment 2 to 10 years
Office furniture and equipment 3 to 10 years
Buildings 30 years
Building improvements Shorter of useful life or

remaining life of building

Leasehold improvements are amortized over the shorter of their estimated useful life or the remaining lease term.
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POWERWAVE TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in thousands, except per share data)

Long-Lived Assets

The Company periodically evaluates the recoverability of its long-lived assets reviewing these assets for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be recoverable.
Recoverability of these assets is determined by comparing the forecasted undiscounted future net cash flows from the
operations to which the assets relate, based on management’s best estimates using appropriate assumptions and projections at
the time, to the carrying amount of the assets. If the carrying value is determined not to be recoverable from future operating
cash flows, the asset is deemed impaired and an impairment loss is recognized equal to the amount by which the carrying
amount exceeds the estimated fair value of the asset.

Vendor Cancellation Liabilities

The Company purchases subassemblies and finished goods from contract manufacturers under purchase agreements
that limit its ability to cancel deliveries inside defined lead time windows. When a contract manufacturer submits a
cancellation claim, the Company estimates the amount of inventory remaining to be purchased against that claim. Any excess
of the estimated purchase over the projected consumption of the related product is recorded as a charge to cost of sales and an
increase to accrued expenses and other current liabilities. Depending on the product line and other factors, the Company
estimates future demand based on either historical usage for the preceding twelve months, adjusted for known changes in
demand for such products, or the forecast of product demands and production requirements for the next twelve months.

Warranties

The Company provides warranties of various lengths to its customers depending upon the specific product and terms of
the customer purchase agreement. The Company’s standard warranties require it to repair or replace defective product
returned during the warranty period at no cost to the customer. The Company records an estimate for standard warranty-
related costs based on its actual historical return rates and repair costs at the time of the sale and updates these estimates
throughout the warranty period. The Company also has contractual commitments to various customers that require it to incur
costs to repair an epidemic defect with respect to its products outside of its standard warranty period if such defect was to
occur. Any costs related to epidemic defects are generally recorded at the time the epidemic defect becomes known to the
Company, and the costs of repair can be reasonably estimated.

Revenue Recognition

The majority of the Company’s revenue is derived from the sale of products. The Company recognizes revenue from
product sales at the time of shipment or delivery and passage of title, depending upon the terms of the sale, provided that
persuasive evidence of an arrangement exists, the fee is fixed or determinable and collectability is reasonably assured. The
Company offers certain of its customers the right to return products within a limited time after delivery under specified
circumstances, generally related to product defects. The Company monitors and tracks product returns and records a
provision for the estimated amount of future returns based on historical experience and any notification it receives of pending
returns. A portion of the Company’s sales involve contracts that may include the design, customization, implementation and
installation of wireless coverage applications utilizing the Company’s coverage solution products. The Company recognizes
revenue using the percentage-of-completion method for these types of arrangements. The Company measures progress
toward completion by comparing actual costs incurred to total planned project costs. Such sales have not historically been a
significant amount of the Company’s total sales.

Advertising

Advertising costs are expensed as incurred and are included in sales and marketing expenses. Total advertising costs,
including participation at industry trade shows, were $2.5 million, $2.6 million and $2.9 million for fiscal years ended
January 1, 2012, January 2, 2011 and January 3, 2010, respectively.

Shipping and Handling

Shipping and handling expenses are expensed as incurred and are included in cost of sales.

Research & Development

Research and development expenses are expensed as incurred.
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POWERWAVE TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in thousands, except per share data)

Stock-Based Compensation

Under the fair value recognition provision of current accounting guidance, stock-based compensation cost is estimated
at the grant date based on the fair value of the award. The Company estimates the fair value of stock options granted using
the Black-Scholes-Merton option pricing model and a multiple option award approach. The fair value of restricted stock
awards is based on the closing market price of the Company’s common stock on the date of grant. Stock-based
compensation, adjusted for estimated forfeitures, is amortized on a straight-line basis over the requisite service period of the
award, which is generally the vesting period.

Income Taxes

The Company accounts for income taxes in accordance with current accounting guidance which requires that the
Company recognize deferred tax liabilities and assets based on the differences between the financial statement carrying
amounts and the tax bases of assets and liabilities, using enacted tax rates in effect in the years the differences are expected to
reverse. Deferred income tax benefit (expense) resuits from the change in net deferred tax assets or deferred tax liabilities. A
valuation allowance is recorded when it is more likely than not that some or all deferred tax assets will not be realized.

Current accounting guidance clarifies the accounting for uncertainties in income taxes recognized by prescribing
guidance for the recognition, de-recognition and measurement in financial statements of income tax positions taken in
previously filed tax returns or tax positions expected to be taken in tax returns, including a decision whether to file or not to
file in a particular jurisdiction. It requires that any liability created for unrecognized tax benefits is disclosed. The application
of this guidance may also affect the tax bases of assets and liabilities and therefore may change or create deferred tax
liabilities or assets. The Company recognizes interest and penalties related to unrecognized tax benefits in income
tax expense.

Earnings (Loss) Per Share

Basic earnings (loss) per share is based upon the weighted average number of common shares outstanding. Diluted
earnings (loss) per share is based upon the weighted average number of common and potential common shares for each
period presented. Potential common shares include stock options and restricted stock awards using the treasury stock method
and convertible subordinated debt using the if-converted method.

Newly Adopted Accounting Pronouncements

In October 2009, the Financial Accounting Standards Board (FASB) issued an update to Accounting Standards
Codification (ASC) Topic 605, “Revenue Recognition.” This Accounting Standards Update (ASU) No. 2009-13, “Multiple
Deliverable Revenue Arrangements — A Consensus of the FASB Emerging Issues Task Force,” provides accounting
principles and application guidance on whether multiple deliverables exist, how the arrangement should be separated, and the
consideration allocated. This guidance eliminates the requirement to establish the fair value of undelivered products and
services and instead provides for separate revenue recognition based upon management’s estimate of the selling price for an
undelivered item when there is no other means to determine the fair value of that undelivered item. Previous accounting
guidance required that the fair value of the undelivered item be the price of the item either sold in a separate transaction
between unrelated third parties or the price charged for each item when the item is sold separately by the vendor. This was
difficult to determine when the product was not individually sold because of its unique features. Under previous accounting
guidance, if the fair value of all of the elements in the arrangement was not determinable, then revenue was deferred until all
of the items were delivered or fair value was determined.

In October 2009, the FASB issued an update to ASC Topic 985, “Software.” This ASU No. 2009-14, “Software —
Certain Revenue Arrangements that Include Software Elements, " modifies the software revenue recognition guidance to
exclude from its scope tangible products that contain both software and non-software components that functions together to
deliver a product’s essential functionality.

These pronouncements were effective in the first quarter of 2011. The adoption of these pronouncements did not have a
material impact on the Company’s business, financial condition or results of operations.
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POWERWAVE TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in thousands, except per share data)

Note 3. Supplemental Balance Sheet Information
Prepaid Expense and Other Current Assets

January 1, January 2,
2012 2011
Prepaid expense and other current assets................... 9,995 9,634
Costs and estimated earnings in excess of billings .... 35,717 29,602
Total prepaid expense and other
CUITENE ASSELS ...veeeerreereiecieicceeeeeneeeeees e $45,712 $39,236

In the first quarter of 2011, the Company adjusted its cost estimates on a coverage solutions project which reduced both
costs and estimated earnings in excess of billings and gross margin by approximately $3.6 million.

Inventories

Inventories are as follows:

January 1, January 2,

2012 2011
Parts and components ...........cccccovvuvrerereereenieninireennns $32,145 $22,165
WOTK-IN-PrOCESS .....coveveeirreirreerieeieereceeeeeereesre e 5,079 5,052
Finished goods........ccceveomiveviieieeeee e 51,403 23,200
Total iINVentories........ccocvevevvveiereiesieeeeeeeeeeneee $88,627 $50,417

Inventories are net of an allowance for excess and obsolete inventories of approximately $15.8 million and $21.7
million as of January 1, 2012 and January 2, 2011, respectively.

Property, Plant and Equipment
Net property, plant and equipment are as follows:

January 1, January 2,
2012 2011

Machinery and equipment ...............cccevverereriririnennne. $ 107,957 $ 106,665
Buildings and improvements .................ccocovvvevennnne. 20,213 61,407
Land......cooooiiiiccceee s e 1,193 16,059
Office furniture and equipment...........c.cccocoeveverrnnene. 47,172 45,955
Leasehold improvements ...............cccoevvvvvvieiereennnne 8,021 8,045
Gross property, plant and equipment................. 184,556 238,131

Less: Accumulated depreciation and

AMOTHIZAtION......veieviieiieeeeeeeeeceee e eeee e (156,785) (161,855)
Total property, plant and

equipment, Net.........cccovvuereeeirennenn. $ 27,771 $ 76,276

Depreciation expense totaled $13.8 million, $17.9 million and $19.4 million for 2011, 2010 and 2009, respectively.

On October 17, 2011, the Company entered into an Agreement of Purchase and Sale pursuant to which the Company
sold all of its interest in its current corporate headquarters facility, including the building and land. The transaction was
completed on October 21, 2011 and the Company received approximately $49.1 million in net proceeds.

In connection with the closing of the sale, the Company entered into a 15-year lease agreement of the corporate
headquarters facility with an effective date of October 21, 2011. The lease also provides for two ten-year extension options
and is a triple net lease under which the Company will pay insurance, real estate taxes, and maintenance and repair expenses.
The initial base rent is approximately $3,964,000 per annum, payable in quarterly installments of $991,000, and escalates
2% per year commencing on the first anniversary of the effective date of the lease.

The Company recorded a deferred gain of approximately $8.6 million, which will be recognized over the 15-year
lease term.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in thousands, except per share data)

Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities are as follows:

January 1, January 2,
2012 2011
Accrued freight and storage COsts........c.ccccvverrennes $ 6,215 $ 6,483
Accrued warranty COStS........coveiererreinrererseeniereerecenne 7,780 7,029
Other accrued expenses and other current liabilities.. 14,730 16,941
Total accrued expenses and other
current liabilities............ccoovevevrrereveiererernnes $ 28,725 $30,453
Warranty
Accrued warranty costs are as follows:
Fiscal Year Ended
January 1, January 2,
Description 2012 2011
Warranty reserve beginning balance...........c.coccoevveeiereennncenienene, $ 7,029 $ 7,038
Reductions for warranty costs incurred..........cccooevereeeveneens (11,454) (7,246)
Warranty accrual related to current period sales .................. 12,205 7,237
Warranty reserve ending balance.........cc.ocevevenecnecnvenncienene, $ 7,780 $ 7,029

Note 4. Financing Arrangements and Long-Term Debt
Credit Agreement

The Company entered into a Credit Agreement with Wells Fargo Capital Finance, LLC (“Wells Fargo”) on April 3,
2009 (“Credit Agreement”). On January 31, 2011, the Company entered into Amendment Number Four to the Credit
Agreement and Waiver, and Amendment Number Three to Security Agreement (collectively, the “Amendment”). The
Amendment extended the maturity date and the term of the Credit Agreement from August 15, 2011 to August 15, 2014. The
Amendment also reduced the interest rate under the Credit Agreement by reducing the Base Rate Margin by 1.50% and the
LIBOR Base Rate Margin by 0.75%. The Credit Agreement carries an unused line fee of 0.5% per annum. In connection with
the Amendment, the Company incurred issue costs of $0.3 million. On July 19, 2011, the Company entered into Amendment
Number Five to the Credit Agreement and Waiver to, among other things; obtain the consent of Wells Fargo to the issuance
of the 2.75% Notes and the repurchase of the 1.875% Notes. On December 29, 2011, the Company entered into Amendment
Number Six to the Credit Agreement and Waiver to: (i) reduce the maximum amount which can be borrowed from $50
million to $30 million; (ii) amend the borrowing base to provide that, subject to the other variables included within the
borrowing base calculation, the borrowing base may be increased in an amount equal to 100% of the undrawn amount of any
cash collateralized letters of credit on any particular date (requiring the Company to deposit cash collateral into a designated
deposit account); (iii) amend the definitions of “Financial Covenant Period” and “Commencement Date” to reduce the
amount of availability and liquidity that the Company is required to maintain before the Company will be subject to a
Financial Covenant Reporting period; (iv) and waive certain events of default.

Pursuant to the Credit Agreement, the lenders thereunder have made available to the Company a senior secured credit
facility in the form of a revolving line of credit for up to a maximum of $30.0 million. Availability under the Credit
Agreement is based on the calculation of the Company’s borrowing base as defined in the Credit Agreement. The Credit
Agreement is secured by a first priority security interest on a majority of the Company’s assets, including, without limitation,
all accounts, equipment, inventory, chattel paper, records, intangibles, deposit accounts, cash and cash equivalents and
proceeds of the foregoing. The Credit Agreement contains customary affirmative and negative covenants for credit facilities
of this type, including limitations on the Company with respect to indebtedness, liens, investments, distributions, mergers and
acquisitions, and dispositions of assets. The Credit Agreement also includes a financial covenant in the form of a minimum
fixed charge coverage ratio that is applicable only if the availability under the line of credit falls below $3.0 million or
domestic liquidity falls below $10.0 million. As of January 1, 2012 the Company was not required to comply with this
covenant. As of January 1, 2012, the Company had approximately $13.9 million of availability under the Credit Agreement,
of which approximately $6.3 million was utilized for an outstanding letter of credit.
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Long-term debt

Long-term debt is as follows:

January 1, January 2,
2012 2011
2.750% Convertible Senior Subordinated Notes
dUE 2041 ... $102,139 $ —
3.875% Convertible Subordinated Notes due 2027 ... 150,000 150,000
1.875% Convertible Subordinated Notes due 2024 ... 51 57916
SUbtotal ...cvovveeiieiieir e 252,190 207,916
Less: unamortized discount Notes........... — (2,545)
SUbLOtal ...cviviciiciiecr e 252,190 205,371
Less: current portion of long-term
debt NOteS ... — (55,371)
Total debt..cuivicieciiicicice e $252,190 $150,000

On July 26, 2011, the Company completed the private placement of $100 million in original principal amount of
2.75% Convertible Senior Subordinated Notes due 2041 (the “2.75% Notes”). The 2.75% Notes accrue interest at an annual
rate of 2.75% per annum, payable semi-annually. They are convertible into Common Stock at an initial conversion price of
approximately $15.61 per share, subject to adjustment in certain circumstances. The 2.75% Notes accrete principal at a rate
of 5.00% per year compounded semi-annually. Accreted principal will not accrue interest, will not be eligible for conversion
into Common Stock and will only be payable to holders upon reaching the mandatory repurchase date if the 2.75% Notes are
not converted prior to such date. The 2.75% Notes will mature on July 15, 2041, unless otherwise redeemed, repurchased or
converted in accordance with the terms of the indenture governing the 2.75% Notes. The Company may elect, in its sole
discretion, to convert all or a portion of the 2.75% Notes on or prior to July 15, 2015 if the closing price of its Common Stock
equals or exceeds 130% of the then applicable conversion price for at least 20 trading days within a 30 consecutive trading
day period. Holders of the 2.75% Notes may convert some or all of their notes into shares of the Company’s Common Stock
at any time prior to the maturity date at an initial conversion rate of approximately 64.0615 shares of common stock per
$1,000 in principal and interest of the 2.75% Notes. Holders of the 2.75% Notes may also require that the Company
repurchase all or a portion of their notes on July 15, 2018, July 15, 2025 and July 15, 2032 for a repurchase price equal to
100% of the accreted principal amount of the 2.75% Notes, plus accrued and unpaid interest on the outstanding original
principal amount of the 2.75% Notes. In addition, under certain circumstances related to a change in control, the conversion
price of the notes may be adjusted downward, thereby increasing the number of shares issuable upon conversion.

The Company utilized approximately $25 million of the net proceeds from the private placement of the 2.75% Notes to
repurchase 2.2 million shares of its Common Stock.

Also in connection with the private placement of the 2.75% Notes, the Company repurchased $42.6 million in
aggregate principal amount of the Company’s 1.875% Convertible Subordinated Notes due 2024 (the “1.875% Notes”). In
addition, the Company repurchased an additional $15.3 million in aggregate principal amount of its 1.875% Notes in 2011.
The combined repurchases resulted in a net loss of $0.9 million in 2011. In 2010, the Company repurchased approximately
$13.0 million in aggregate principal amount of its outstanding 1.875% Notes, resulting in a net loss of approximately $0.4
million on the repurchase. In 2009, the Company repurchased approximately $25.4 million in aggregate principal amount of
its outstanding 1.875% Notes, resulting in a net gain of approximately $9.8 million on the repurchase.

On September 24, 2007, the Company completed the private placement of $150.0 million aggregate principal amount
of convertible subordinated notes due October 2027 (“3.875% Notes™). The 3.875% Notes are convertible into the
Company’s common stock at a conversion rate of $43.55 per share, accrue interest at an annual rate of 3.875%, and mature in
2027. The Company may redeem the notes beginning on October 8, 2013 until October 7, 2014, if the closing price of the
Company’s common stock is more than $55.60 for at least 20 trading days within a 30 consecutive trading day period ending
on the last trading day of the calendar month preceding the calendar month in which the notice of redemption is made. The
notes may be redeemed by the Company at any time after October 8, 2014. Holders of the notes may require the Company to
repurchase all or a portion of their notes for cash on October 1, 2014, 2017 and 2022 at 100% of the principal amount of the
notes, plus accrued and unpaid interest up to but not including the date of such repurchase. In addition, under certain
circumstances related to a change in control, the conversion price of the notes may be adjusted downward, thereby increasing
the number of shares issuable upon conversion.
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On November 10, 2004, the Company completed the private placement of $200.0 million aggregate principal amount
of convertible subordinated notes due November 2024 (the “1.875% Notes™). The 1.875% Notes are convertible into the
Company’s common stock at a conversion price of $55.45 per share and accrue interest at an annual rate of 1.875%. The
notes may be redeemed by the Company at any time after November 21, 2011. Holders of the notes may require the
Company to repurchase all or a portion of their notes for cash on November 15, 2014 and 2019 at 100% of the principal
amount of the notes, plus accrued and unpaid interest up to but not including the date of such repurchase. Holders of the notes
may also require the Company to repurchase all or a portion of their notes in the case of a change in control. In addition,
under certain circumstances related to a change in control, the conversion price of the notes may be adjusted downward,
thereby increasing the number of shares issuable upon conversion.

On March 15, 2010, the Company entered into separate, privately-negotiated exchange agreements under which $60.0
million in aggregate principal amount of the outstanding 1.875% Notes were exchanged for $60.0 million in aggregate
principal amount of new 1.875% Convertible Senior Subordinated Notes due 2024 (the “1.875% Convertible Senior
Subordinated Notes”). The 1.875% Convertible Senior Subordinated Notes were convertible into the Company’s common
stock at a conversion price of $1.70 (on a pre-Reverse Stock Split basis) per share and accrued interest at an annual rate of
1.875%. The 1.875% Convertible Senior Subordinated Notes allowed the Company to elect to automatically convert the
1.875% Convertible Senior Subordinated Notes in whole or in part at any time on or prior to the maturity date if the closing
price of the Company’s common stock exceeded 125% of the conversion price then in effect for at least 20 trading days in
any 30 day trading period. However, if the Company automatically converts the 1.875% Convertible Senior Subordinated
Notes in this manner, it must make a cash payment to each holder in an amount equal to the aggregate interest payments that
would have been payable on the 1.875% Convertible Senior Subordinated Notes from the last day through which interest was
paid through November 15, 2011, discounted at the interest rate of US Treasury bonds with an equivalent remaining term to
November 15, 2011 (the “Coupon Make-Whole Payment”.) On December 30, 2010 the Company effected the automatic
conversion of the entire $60.0 million principal amount of its 1.875% Convertible Senior Subordinated Notes into an
aggregate of 7,058,823 shares of the Company’s common stock and paid approximately $1.0 million in cash to the holders of
the Notes in satisfaction of the Coupon Make-Whole Payment and in lieu of the issuance of fractional shares.

The note exchange was accounted for as an extinguishment of the 1.875% Notes. The difference between the fair value
of the 1.875% Notes and the carrying amount of the 1.875% Notes, which included approximately $5.0 million in
unamortized debt discount, was recorded as a gain on extinguishment of convertible debt of $0.5 million, net of unamortized
debt issuance costs of $0.3 million in the accompanying Consolidated Statement of Operations. In addition, $5.8 million was
allocated to the extinguishment of the equity component of the 1.875% Notes, and was recorded as a reduction to common
stock in the accompanying Consolidated Balance Sheet.

The 2.75% Notes, the 3.875% Notes and the 1.875% Notes are general unsecured obligations of the Company and are
subordinate in right of payment to all of the Company’s existing and future senior indebtedness. However, the 2.75% Notes
are senior to both the 1.875% Notes and the 3.875% Notes. The indenture for each of these notes does not restrict the
Company from incurring senior debt or other indebtedness and does not impose any financial covenants on the Company.

The Company accounted for its 1.875% Notes through November 15, 2011, the initial date that the holders could
require the Company to repurchase their notes, in accordance with FASB ASC Topic 470-20, Debt with Conversion and
Other Options. This standard requires the liability and equity components of convertible debt instruments that may be settled
in cash upon conversion to be separately accounted for in a manner that reflects the issuer’s nonconvertible debt borrowing
rate. The following tables provide additional information about the Company’s 1.875% Notes subject to this standard:

January 2,
2011
Carrying amount of the equity COMPONENt .........c.ecevverveiieveerreeieieereeteeieenenee. $49,703
Principal amount of the 1.875% Convertible Subordinated Notes ................... $57,916
Unamortized discount of liability component.............ccoccoovveeiiviiiieciicreecenene. $(2,545)
Net carrying amount of liability component..............cccevvvieiverinrecernneeirenens $55,371
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Fiscal Year Ended

January 1, January 2, January 3,
2012 2011 2010
Effective interest rate on liability component............cccconivviviiniiiininninniinn. 7.07% 7.07% 7.07%
Contractual interest expense recognized on the 1.875% Convertible
SUbOIAINALEd NOES .......veiviieierieiieiieti ettt ettt s re st e s eeenres $ 680 $ 1,469 $ 3,750
Amortization of the discount on liability component ...........c.cccooovveiiiiiiinninienn. $ 1,864 $ 3,665 $ 6,149

The unamortized discount was recognized ratably through November 15, 2011. As of January 1, 2012, the if-converted
value of the 1.875% Notes did not exceed the principal amount of such notes.

Note 5. Restructuring and Impairment Charges and Accrued Restructuring

The costs associated with these exit activities for the 2011 Restructuring Plan and the 2009 Restructuring Plan were
recorded in accordance with the accounting guidance for “Exit or Disposal Obligations.” Pursuant to this guidance, a
liability for a cost associated with an exit or disposal activity shall be recognized in the period in which the liability is
incurred, except for a liability for one-time employee termination benefits that is incurred over time. In the unusual
circumstance in which fair value cannot be reasonably estimated, the liability shall be recognized initially in the period in
which fair value can be reasonably estimated. The restructuring and integration plan is subject to continued future refinement
as additional information becomes available.

2011 Restructuring Plan

In November 2011, the Company formulated and began to implement a plan to further reduce manufacturing overhead
costs and operating expenses (“2011 Restructuring Plan™). As part of this plan, the Company initiated personnel reductions of
approximately 110 employees in both its domestic and foreign locations, with primary reductions in the U.S., Sweden,
Finland, France, China and Canada. These reductions were undertaken in response to economic conditions and the significant
decline in revenues in the third quarter of 2011. The Company finalized this plan in the fourth quarter of 2011; however,
additional amounts may be accrued in 2012 related to actions associated with this plan.

Workforce
Reductions
Balance as of January 2, 2011 ...cccoooiricirinnnncnnen. 58 —
Amounts accrued...........cccceeeeiiiiiiniiiinneennns 3,857
Amounts paid/incurred.........ccooeerenieininnn, (896)
Effects of exchange rates..........c.cccooeeeene. 64
Balance as of January 1,2012 ......ccocoecerenicrenncne $ 3,025

The Company expects that the workforce reduction payments will be made through the fourth quarter of 2012.

2009 Restructuring Plan

In January 2009, the Company formulated and began to implement a plan to further reduce manufacturing overhead
costs and operating expenses (“2009 Restructuring Plan™). As part of this plan, the Company initiated personnel reductions in
both its domestic and foreign locations, with primary reductions in the U.S., Finland and Sweden. These reductions were
undertaken in response to economic conditions and the global macro-economic slowdown that began in the fourth quarter of
2008. The Company finalized this plan in the fourth quarter of 2009.

A summary of the activity affecting the accrued restructuring liability related to the 2009 Restructuring Plan for the
fiscal year ended January 1, 2012 is as follows:

Facility Closures

Workforce & Equipment
Reductions Write-downs Total
Balance as of January 2, 2011 ..o $ 5% $ — $ 596
Amounts acCrued...........ocevviereverieernenceieeneenes 309 (30) 279
Amounts paid/incurred...........cccccovvvricreiicininnn, (832) 30 (802)
Effects of exchange rates..........c.ccocevniiinnnnn, 14 — 14
Balance as of January 1,2012 ........oooieiiiinininnnn, $ 87 — 87

The Company expects that the workforce reduction payments will be made through the first quarter of 2012.
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Integration of LGP Allgon and REMEC, Inc.’s Wireless Systems Business

The Company recorded liabilities in connection with the acquisitions for estimated restructuring and integration costs
related to the consolidation of LGP Allgon’s operations and REMEC, Inc.’s wireless systems business, including severance
and future lease obligations on excess facilities. These estimated costs were included in the allocation of the purchase
consideration and resulted in additional goodwill pursuant to the accounting guidance for “Business Combinations.” The
implementation of the restructuring and integration plan is complete.

A summary of the activity affecting the accrued restructuring liability related to the integration of the REMEC, Inc.’s
wireless systems business and LGP Allgon for the fiscal year ended January 1, 2012 is as follows:

Facility Closures
& Equipment
Write-downs

Balance as of January 2, 2011 ...........ccccveneenn. $ 153
Amounts accrued...........ccoeeeeeeieereenn, (90)
Amounts paid/incurred............c.ccoe..e.. (63)
Effects of exchange rates....................... —

Balance as of January 1,2012 ............c.o.oee, $ —

The Company completed all remaining actions for this plan in the first quarter of 2011 and reversed the remaining
accrual of approximately $0.1 million to restructuring expense. The Company will no longer report on this plan.

Restructuring and Impairment Charges

In connection with the plans described above, the Company recorded various restructuring and impairment charges in
2011, 2010 and 2009. A summary of these charges is listed below:

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010
Cost of Sales:
Restructuring and impairment charges:
INventory Charges .........coccvveervrervnerenecenneeneenenee, 58 — § 864 ¥ —
Facility closure and asset impairment charges ....... 2,028 718 955
SEVETANCE ...oveeeeeiiiiiiiiie et 1,179 829 977
Total cost 0f SAleS.......ccevvveeeiiiiiieiiire e, 3,207 2,411 1,932
Operating Expenses:
Restructuring and impairment charges:
SEVEIANCE ...vveeieneeeiieieiiieeee ettt se s 2,987 1,360 2,442
Facility closure and asset impairment charges....... (119) 47 169
Other charges ........ccccccovveviveiiececcecee e, (1,174) — —
Total operating eXpenses.........ccocveevvveereevrennrenan, 1,694 1,407 2,611
Total restructuring and impairment charges .................... § 4,901 $ 3818 $ 4,543

In fiscal 2011, the Company recorded charges of approximately $4.2 million in severance costs, of which $1.2 million
and $3.0 million were recorded in cost of sales and operating expenses, respectively. In fiscal 2010, the Company recorded
charges of approximately $2.2 million in severance costs, of which $0.8 million and $1.4 million was recorded in cost of
sales and operating expenses, respectively. In fiscal 2009, the Company recorded severance charges of approximately $3.4
million, of which $1.0 million and $2.4 million was recorded in cost of sales and operating expenses, respectively.

In fiscal 2011, the Company had no charges related to the impairment of inventory. In fiscal 2010, the Company
recorded a charge of approximately $0.9 million related to the impairment of inventory that has been disposed of and will not
generate future revenue, primarily due to the closure of its manufacturing facility in Estonia. All such amounts were included

in cost of sales.
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In fiscal 2011, the Company recorded an adjustment to the excess remaining liability related to the restructuring plans
associated with the Integration of LGP Allgon and REMEC, Inc.’s Wireless Systems Business, which reduced the total
restructuring and impairment charges by $0.1 million. In addition, the Company recorded a net impairment charge of $2.0
million related to manufacturing equipment in China on discontinued or outsourced production lines. Also, the Company
recorded an adjustment which reduced restructuring and impairment charges by $1.2 million related to the expiration of the
statute of limitations regarding value added tax that was accrued in conjunction with the sale of the Company’s building in
Sweden in 2007 and included in the loss recognized on the sale in 2007. In fiscal 2010, the Company recorded a charge of
$0.2 million related to the final costs associated with the closure of an administrative site in the U.S. as well as a charge of
$0.1 million consisting of the remaining lease payments of its Estonia manufacturing plant based on cease-use date criteria.
Also in fiscal 2010, the Company recorded a net impairment charge of $0.6 million related primarily to manufacturing
equipment and other assets that were disposed of, which were located in the Company’s closed plant in Estonia. Most of
these fiscal 2010 charges were recorded in cost of sales. In fiscal 2009, the Company recorded a charge of approximately
$0.2 million related to the closure of an administrative location in the Unites States. Also in fiscal 2009, the Company sold
the Salisbury, Maryland building and recorded a charge of approximately $1.0 million to write the building down to its fair
value less cost to sell. Approximately $1.0 million of these fiscal 2009 charges were recorded in cost of sales and $0.2
million was recorded in operating expenses.

Note 6. Other Income (Expense), Net

Other income (expense), net includes interest income and interest expense associated with the Company’s convertible
subordinated notes and fees on its revolving Credit Agreement and gains and losses on foreign currency transactions. The
components of other income (expense), net, are as follows:

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010
[NtErest INCOME........eceeeeieieeieeeieeeeeee et $ 194 $ 199 $ 572
INEIeSt EXPENSE ..cevvvvreveiireiiniiricrecieieicee e e (13,591) (14,165) (17,036)
Foreign currency gain, net.........cccocceviniiniinininininninnnnn, (5,659) (2,436) 3,964
Gain (loss) on repurchase of convertible debt ................. (892) (351) 9,767
Gain on exchange of convertible debt .................cocece. — 483 —
Loss on conversion of convertible debt ...............cc.ec. — (1,049) —
Other INCOME, NEt....v.ooiiieiieceiieeeeeee e eeeeeiarrere e eeeaanaean 1,344 1,938 2,222
Total other income (expense), N€t........c.eceeverrenenn. $(18,604) $(15,381) $ (51

Other income (expense), net, for 2011 includes a loss of approximately $0.9 million related to the repurchase of
approximately $55.5 million in aggregate principal amount of the Company’s 1.875% Notes. Other income (expense), net,
for 2010 includes a loss of approximately $0.4 million related to the repurchase of approximately $13.0 million in aggregate
principal amount of the Company’s 1.875% Notes, a gain of approximately $0.5 million related to the exchange of
approximately $60.0 million in principal amount of the Company’s 1.875% Notes and a loss of approximately $1.0 million
related to the conversion of $60.0 million in principal amount of the Company’s 1.875% Convertible Senior Subordinated
Notes. Other income (expense), net, for 2009 includes a gain of approximately $9.8 million related to the repurchase of
approximately $25.4 million in aggregate principal amount of outstanding 1.875% Notes.

Note 7. Gain on Settlement of Litigation

As part of the Company’s acquisition of REMEC, Inc’s wireless systems business, $15 million of the purchase price
was held in escrow to cover any potential indemnification claims. In March 2009, the Company settled a dispute arising out
of certain claims made against the escrow. As a result of this settlement, the Company received approximately $2 million in
cash. This payment was accounted for as an adjustment to the total consideration paid for this acquisition. As a result, the
remaining net book value of the intangible assets and fixed assets acquired in this acquisition was eliminated and the
Company recorded a net gain of approximately $0.6 million. This amount is included in other income (expense), net in the
accompanying consolidated statement of operations for 2009.
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Note 8. Earnings (Loss) Per Share

Basic earnings or loss per share is based upon the weighted average number of common shares outstanding. Diluted
earnings or loss per share is based upon the weighted average number of common and potential common shares for each
period presented, and income available to common stockholders is adjusted to reflect any changes in income or loss that
would result from the issuance of the dilutive common shares. The Company’s potential common shares include stock
options and restricted stock awards under the treasury stock method and convertible subordinated debt under the if-converted
method. Potential common shares of 7,665,119, 11,650,107 and 6,058,658 related to the Company’s stock option programs
and convertible debt have been excluded from diluted weighted average common shares for the years ended January 1,

2012, January 2, 2011 and January 3, 2010 respectively, as the effect would be anti-dilutive.

The following details the calculation of basic and diluted loss per share:

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010
Basic:
Net income (10SS) ....ooveevereererieeiriericreererirereevenaen, $(77,619) $ 3,713 $ (5,670)
Weighted average common shares......................... 32,869 26,629 26,361
Basic earnings (loss) per share..........c..ccccceeeveneen., $ (2.36) $ 0.14 $ (0.22)
Diluted:
Net income (10SS) ....ooveveevieeeeiiereceeeeeeeeeee e, $(77,619) $ 3,713 $ (5,670)
Weighted average common shares................c..c....... 32,869 26,629 26,361
Potential common shares.............cccoceuivivierenennns,
Employee stock options.........c..cccevvirveennnn, — 591 —
Restricted S1OCK.........cccevvvievieerieiiieciesinenns, - 23 —
Weighted average common shares, as adjusted...... 32,869 27,243 26,361
Diluted earnings (loss) per share............................ $ (2.36) § 014 $ (0.22)

Note 9. Commitments and Contingencies
Lease Agreements

The Company leases certain of its manufacturing and office facilities and equipment under non-cancelable leases, some
of which contain renewal options. In addition to the base rent, the Company is generally required to pay insurance, real estate
taxes and other operating expenses related to these facilities. In some cases, the base rent will increase during the term of the
lease based on a predetermined schedule or increases in the Consumer Price Index. The Company recognizes rent expense on
a straight-line basis over the life of the lease for leases containing stated rent escalations.

Future minimum lease payments required under all operating leases as of January 1, 2012 are payable as follows:

Fiscal Year Total
200 L e ettt e e et ae e e e $ 7,544
2012 e ettt ettt s n et eteenes 6,443
200 e et ee e 5,952
2004 e e et e e e 5,477
2005 e et e et st e e e s saeeans 4,932
TREIEATTET ... e 46,870
TOtAL e $77,218

Total rent expense was $5.4 million, $4.3 million and $5.0 million for the years ended January 1, 2012, January 2, 2011
and January 3, 2010, respectively.
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The Company has leased or subleased certain of its facilities. Future minimum rentals to be received by the Company
under leases and subleases as of January 1, 2012 are as follows:

Fiscal Year Total
2002 e e eatbe e e e bae s e e e b bae e e raaaeeesaraaaaans $2,322
200 3 e e e e ae et a e e s sta e e e e bb et e searaeeenataeaeran 2,259
2014 oot bae et a e e s ba e e s tbaenrbeeanraesetaenbenenns 2,251
205 e e et e re e e rn e e e e baaa e e eabareeetraaaeas 1,248
2006 ettt ettt et a et a e et et s bbeaeteeseabeestbeeeaeaenn 378
BN TS 0= <) SUUR TSN URUUU O UUUTOPPO 378

TOLAL .ttt vt e e e e et e e e e e e e ete e e enta e e etreeebeeeearaenarens $8.,836

Legal Proceedings

On November 4, 2011, Jaybeam Wireless SAS and Jaybeam Limited filed a patent infringement lawsuit against the
Company in United States District Court for the District of Delaware. The complaint alleges infringement by the Company of
US patent 7,286,092 entitled Radio Communications Antenna with Misalignment of Radiation Lobe by Variable Phase
Shifter. The complaint seeks compensatory damages, treble damages for willful infringement and temporary and permanent
injunctive relief. The plaintiffs have not served the complaint on the Company and the parties are engaged in settlement
discussions. If the parties are unable to reach a mutually agreed upon settlement, the Company intends to vigorously defend
this matter.

In the first quarter of 2012, a purported shareholder class action complaint was filed in the United States District Court
for the Central District of California against the Company, its President and Chief Executive Officer and its Chief Financial
Officer. The complaint, Pawel 1. Kmiec v. Powerwave Technologies, Inc. et. al. asserts claims under Sections 10(b) and 20(a)
of the Exchange Act and Rule 10b-5 thereunder. The complaint purports to state claims on behalf of all persons who
purchased our Common Stock between February 1, 2011 and October 18, 2011 and seeks compensatory damages in an
amount to be proven at trial. The complaint alleges that the defendants made misleading statements or omissions concerning
the Company’s operations and projected sales revenues. The Company believes that the purported shareholder class action is
without merit and intends to defend it vigorously.

On February 23, 2012, one additional lawsuit that relates to the above purported shareholder class action was filed. The
lawsuit, Yin Shen v. Buschur, et al., filed in the Superior Court of California, is a shareholder derivative action, purported to
be brought by an individual shareholder on behalf of Powerwave, against certain executive officers and the current directors
of Powerwave. Powerwave is also named as a nominal defendant. The allegations of the derivative complaint closely
resemble those in the class action and pertain to the time period of February 1, 2011 through October 18, 2011. Based on
those allegations, the derivative complaint asserts various claims for breach of fiduciary duty under state law.

In addition to the litigation discussed above, we are subject to other legal proceedings and claims in the normal course
of business. We are currently defending these proceedings and claims, and, although the outcome of legal proceedings is
inherently uncertain, we anticipate that we will be able to resolve these matters in a manner that will not have a material
adverse effect on our consolidated financial position, results of operations or cash flows.

Note 10. Contractual Guarantees and Indemnities

During its normal course of business, the Company makes certain contractual guarantees and indemnities pursuant to
which the Company may be required to make future payments under specific circumstances. The Company has not recorded
any liability for these contractual guarantees and indemnities in the accompanying consolidated financial statements. A
description of significant contractual guarantees and indemnities existing as of January 1, 2012 includes:

Intellectual Property Indemnities

The Company indemnifies certain customers and its contract manufacturers against liability arising from third-party
claims of intellectual property rights infringement related to the Company’s products. These indemnities appear in
development and supply agreements with the Company’s customers as well as manufacturing service agreements with the
Company’s contract manufacturers, are not limited in amount or duration and generally survive the expiration of the contract.
Given that the amount of any potential liabilities related to such indemnities cannot be determined until an infringement
claim has been made, the Company is unable to determine the maximum amount of losses that it could incur related to such
indemnifications. Historically, any amounts payable pursuant to such intellectual property indemnifications have not had a
material effect on the Company’s business, financial condition or results of operations.
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Director and Officer Indemnities and Contractual Guarantees

The Company has entered into indemnification agreements with its directors and executive officers which require the
Company to indemnify such individuals to the fullest extent permitted by Delaware law. The Company’s indemnification
obligations under such agreements are not limited in amount or duration. Certain costs incurred in connection with such
indemnifications may be recovered in certain circumstances under various insurance policies. Given that the amount of any
potential liabilities related to such indemnities cannot be determined until a lawsuit has been filed against a director or
executive officer, the Company is unable to determine the maximum amount of losses that it could incur relating to such
indemnifications. Historically, any amounts payable pursuant to such director and officer indemnifications have not had a
material negative effect on the Company’s business, financial condition or results of operations.

The Company has also entered into severance agreements and change in control agreements with certain of its
executives. These agreements provide for the payment of specific compensation benefits to such executives upon the
termination of their employment with the Company.

General Contractual Indemnities/Products Liability

During the normal course of business, the Company enters into contracts with customers where it has agreed to
indemnify the other party for personal injury or property damage caused by the Company’s products. The Company’s
indemnification obligations under such agreements are not limited in duration and are generally not limited in amount.
Historically, any amounts payable pursuant to such contractual indemnities have not had a material negative effect on the
Company’s business, financial condition or results of operations. The Company maintains product liability insurance as well
as errors and omissions insurance which may provide a source of recovery to the Company in the event of an
indemnification claim.

Other Guarantees and Indemnities

The Company occasionally issues guarantees for certain contingent liabilities under various contractual arrangements,
including customer contracts, self-insured retentions under certain insurance policies and governmental value-added tax
compliance programs. These guarantees normally take the form of standby letters of credit issued by the Company’s banks,
which may be secured by cash deposits, or pledges, or performance bonds issued by an insurance company. Historically, any
amounts payable pursuant to such guarantees have not had a material negative effect on the Company’s business, financial
condition or results of operations. In addition, the Company, as part of the agreements to register the convertible notes it
issued in September 2007 and November 2004, agreed to indemnify the selling security holders against certain liabilities,
including liabilities under the Securities Act. The Company’s indemnification obligations under such agreements are not
limited in duration and are generally not limited in amount.

Note 11. 401(k) and Profit-Sharing Plans

The Company sponsors a 401(k) and profit-sharing plan covering all eligible U.S. employees and provides for a
Company match in cash on a portion of participant contributions. The Company’s 401(k) and profit sharing plan is managed
by Fidelity Investments, and is an employee setf-directed plan which offers a variety of investment choices via mutual funds.
Employees may contribute up to 15% of their base salary, subject to IRS maximums. The Company’s matching contributions
are made in cash and are invested in the same percentage among the various funds offered as selected by the employee.
Effective for fiscal year 2010, the Company matches 100% of the first 3% of eligible compensation contributed and 50% of
the next 2%. For prior periods, the Company matched 100% of the eligible compensation contributed up to 6%. Employer
matching contributions for the years ended January 1, 2012, January 2, 2011 and January 3, 2010 were $1.6 million, $1.3
million and $1.7 million, respectively. There was no discretionary profit sharing contributions authorized for the years ended
January 1, 2012, January 2, 2011 or January 3, 2010.
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Note 12. Employee Stock Purchase Plan

The Company’s Extended and Restated 1996 Employee Stock Purchase Plan, as amended to date, (the “ESPP”)
provides for shares of common stock that are reserved for issuance under the plan. The ESPP, which is intended to qualify as
an “employee stock purchase plan” under Section 423 of the Internal Revenue Code, is implemented utilizing semi-annual
offerings with purchases occurring at six-month intervals. The ESPP permits eligible employees to purchase common stock
through payroll deductions, which may not exceed 20% of an employee’s compensation. The price of common stock
purchased under the ESPP is 85% of the lower of the fair market value of the common stock at the beginning of each six-
month offering period or on the applicable purchase date. The total number of shares of common stock that may be purchased
by an employee in any offering period may not exceed 1,000 shares. The Board may at any time amend or terminate the
ESPP, except that no such amendment or termination may adversely affect shares previously granted under the ESPP. On
November 2, 2010, the Company’s shareholders approved an amendment to the ESPP which increased the authorized
number of common shares available for purchase under the ESPP from 378,190 to 1,378,190. As of January 1, 2012, there
were rights to purchase approximately 58,100 shares under the ESPP’s current offering period, which concluded on
January 31, 2012. There were 927,822 shares avaiiable for purchase as of January 1, 2012 under the ESPP. The Plan has a
termination date of July 31, 2017.

Note 13. Stock Plans and Stock-Based Compensation

The purpose of the Company’s stock option plans are to attract and retain the best available personnel for positions of
substantial responsibility with the Company and to provide participants with additional incentives in the form of options to
purchase the Company’s common stock which will encourage them to acquire a proprietary interest in, and to align their
financial interests with those of the Company and its shareholders.

2010 Stock Option Plan

On August 10, 2010, the Board of Directors adopted the Company’s 2010 Omnibus Incentive Plan (“2010 Plan”), and
the Company’s shareholders approved the 2010 Plan on November 2, 2010. The 2010 Plan authorizes the issuance of up to
4,400,000 shares of Common Stock. The 2010 Plan provides for the granting of stock options, stock appreciation rights,
restricted stock awards, restricted stock unit awards and performance awards. The 2010 Plan is administered by a committee
consisting of at least two independent non-employee members of the board of directors. The exercise price per share of a
stock option shall not be less than the fair market value of the Company’s common stock on the date the option is granted.
There were 1,550,970 options outstanding under the 2010 Plan as of January 1, 2012 at a weighted average exercise price of
$10.68 per share. There were 2,849,030 shares available for grant under the 2010 Plan as of January 1, 2012. The 2010 Plan
has a termination date of November 2, 2021.

After the effective date of the 2010 Plan, no additional awards may be made under the Company’s prior option plans.
The Company’s prior option plans are as follows:

1995 Stock Option Plan

Pursuant to the amended Stockholder’s Agreement dated as of November 8, 1996 between the Company and certain of
its original shareholders, those certain shareholders agreed that once the Company issued 657,000 shares of common stock
under the 1995 Stock Option Plan, any additional shares issued under that plan upon an option exercise would be coupled
with a redemption from those shareholders of an equal number of shares at a redemption price equaling the option exercise
price. The effect of this transaction is to eliminate any dilution from the further exercise of options under the 1995 Plan. At
January 1, 2012, there were 3,000 options outstanding under the 1995 Plan at a weighted average exercise price of $31.95 per
share and there were a total of 3,000 shares of common stock held in escrow by the Company on behalf of those shareholders
party to the Stockholder’s Agreement to fund all future exercises under the 1995 Plan.

1996 Stock Incentive Plan

As of January 1, 2012, there were 182,572 options outstanding under the 1996 Plan at a weighted average exercise
price of $33.90 per share.

1996 Director Stock Option Plan

As of January 1, 2012, there were 77,000 options outstanding under the Director Plan at a weighted average exercise
price of $9.43 per share.
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2000 Stock Option Plan

As of January 1, 2012, there were 291,700 options outstanding under the 2000 Plan at a weighted average exercise
price of $17.00 per share.

2002 Stock Option Plan

As of January 1, 2012, there were 229,705 options outstanding under the 2002 Plan at a weighted average exercise
price of $21.15 per share.

2005 Stock Incentive Plan

As of January 1, 2012, there were 2,811 restricted shares subject to a risk of forfeiture. As of January 1, 2012, there
were 1,180,720 options outstanding under the 2005 Plan at a weighted average exercise price of $12.84 per share.

Stock Option and Awards Activity

The following table summarizes activity for outstanding options under the Company’s stock option plans for the fiscal
year ended January 1, 2012:

Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Number of Exercise Life Intrinsic Value
Shares Price (in years) (in thousands)
Balance as of January 2, 2011 ..., 3,425 $ 15.96
Granted .......c.coveeveveveerereiiieeeeeee e 406 $ 4.88
EXErciSed ...c.oovieveiiiriiereieeeeneeee e (96) $ 494
Forfeited .......oovvvveeeieeeeeceereeceeccee e (95) $11.12
EXPITEA ..o eeeoeessoeeseeoeessssees s (124)  $52.90
Balance as of January 1,2012.......c.cccoceeiieinnnnnn. 3,516 $ 13.81 6.81 $ 63
Vested or expected to vest as of January 1, 2012... 3,396 $ 13.97 6.74 $ 56
Exercisable as of January 1, 2012 ........cccccceveennn 1,890 $ 18.04 5.33 $ 0

The following table summarizes information about all stock options outstanding as of January 1, 2012 under the
Company’s stock option plans:

Options Outstanding at January 1, 2012 Options Exercisable at January 1, 2012
Weighted Weighted Average Weighted
Options Average Remaining Options Average
Range of Exercise Prices Qutstanding Exercise Price Contractual Life Exercisable Exercise Price
$1.70-82.40....ciiiieeine 991 $ 2.19 7.53 465 $ 2.33
$2.45-812.25 i 438 $ 6.14 7.33 243 $ 6.55
$12.85-512.85 i 1,097 $ 12.85 8.91 274 $ 12.85
$13.60 - $33.45 ..o 719 $ 26.98 3.31 638 $ 27.80
$34.00 - $86.20 ... 271 $ 37.64 4.15 270 $ 37.64
Total oo 3,516 $ 13.81 6.81 1,890 $ 18.04

The aggregate intrinsic value of stock options exercised during 2011 and 2010 was $0.5 million and $0.1 million,
respectively. There were no stock options exercised during fiscal 2009.

The total fair value of restricted stock awards vested during fiscal 2011, fiscal 2010 and fiscal 2009 was $0.1 million,
$0.2 million and $0.2 million, respectively.
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The following table summarizes activity for restricted stock awards for the fiscal year ended January 1, 2012:

Weighted
Average
Number of Grant Date Fair
Shares Value
Balance as of January 2, 201 1.........cccceveervennrnens 11 $ 27.97
Granted.......ccceeveieecreeeieecceeeec e — —
Released .........cccovivvvieneniiceecenencreeene, (®) 29.14
Forfeited .......ccoovvivviiniiiiiiiicie e — —
Balance as of January 2, 2012...........ccccvevvvveneneene 3 $ 24.40

The Company accounts for stock-based compensation in accordance with the guidance now codified as FASB ASC
Topic 718. Under the fair value recognition provision of FASB ASC Topic 718, stock-based compensation cost is estimated
at the grant date based on the fair value of the award. The Company estimates the fair value of stock options granted
according to the Black-Scholes-Merton option pricing model and a multiple option award approach. The fair value of
restricted stock awards is based on the closing market price of the Company’s common stock on the date of grant.

For the year ended January 1, 2012, the Company recognized total compensation expense of $7.4 million in its
consolidated statement of operations, which consists of $6.9 million for stock options and $0.5 million for employee stock
purchase plan awards. During the year ended January 2, 2011, the Company recognized total compensation expense of $3.3
million in its consolidated statement of operations, which consists of $2.9 million for stock options and $0.4 million for
employee stock purchase plan awards. During the year ended January 3, 2010, the Company recognized total compensation
expense of $4.4 million in its consolidated statement of operations, which consists of $4.3 million for stock options and $0.1
million for employee stock purchase plan awards.

Stock-based compensation expense was recognized as follows in the consolidated statement of operations:

Fiscal Year Ended
January 1, January2,  January3,
2012 2011 2010

COSE OF SALES ..ottt ettt ae st bbb e e s e s enssre e te s ene s s eanne $ 774 $ 413 $ 1,047
Sales and Marketing EXPenSes...........e.eueueveririrerierieririreeterees et seessss s sesannnes 613 160 354
Research and development €XPEenSes ..........ccveuiviererieieeeierenrreeeirneeesesesesessseesessssenas 1,500 625 979
General and adminiStrative EXPENSES..........ccerrereirieeriesierieieireeeeesreesererseeesesssesessessens 4,477 2,146 1,975
Increase or decrease to operating income or loss before income taxes ............... 7,364 3,344 4355

Income tax benefit reCOZNIZed .........cccoeveivieireiniireirine et — — —
Impact on net iNCOME OF 10SS ........evereerirriiirerierietiereeeere e eas $ 7,364 $ 3,344 $ 4,355

Impact on earnings or loss per share:

BaASIC...uiiitiiitiecteeeeecee ettt sttt eeat e sane s sresets et eenbesre e et e raneetenan 0.22 0.13 0.17
DAIULEA. ...ttt ettt ettt r e ere e s r e aeesr e aserseae st et e snsenees $ 022 $ 0.12 $ 0.17

As of January 1, 2012, unrecognized compensation expense related to the unvested portion of the Company’s stock
based-awards and employee stock purchase plan was approximately $4.7 million (net of estimated forfeitures of $0.5 million)
which is expected to be recognized over a weighted-average period of 1.4 years.
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The Black-Scholes-Merton option valuation model was developed for use in estimating the fair value of traded options
that have no vesting restrictions and are fully transferable. Option valuation methods require the input of highly subjective
assumptions including the weighted average risk-free interest rate, the expected life and the expected stock price volatility.
The weighted average risk-free interest rate was determined based upon actual U.S. treasury rates over a one to ten year
horizon, based upon the actual life of options granted. The Company grants options with either a five year or ten year life.
The expected life is based on the Company’s actual historical option exercise experience. For the employee stock purchase
plan, the actual life of six months is utilized in this calculation. The expected life was determined based upon actual option
grant lives over a ten year period. The Company has utilized various market sources to calculate the implied volatility factor
utilized in the Black-Scholes-Merton option valuation model. These included the implied volatility utilized in the pricing of
options on the Company’s common stock as well as the implied volatility utilized in determining market prices of the
Company’s outstanding convertible notes. Using the Black-Scholes-Merton option valuation model, the estimated weighted
average fair value of options granted during fiscal years 2011, 2010 and 2009 was $3.08 per share, $7.75 per share and $2.25
per share, respectively.

The fair value of restricted stock awards is based upon the closing market price of the Company’s common stock on the
date of grant. There were no restricted stock awards granted in 2011, 2010, or 2009.

The fair value of options granted under the Company’s stock incentive plans during fiscal years 2011, 2010 and 2009
was estimated on the date of grant using the Black-Scholes-Merton option-pricing model utilizing the multiple option
approach and the following weighted-average assumptions:

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010
Weighted average risk-free interest rate .............ccovennee. 1.1% 22% 1.7%
Expected life (in years)........cccooevevniinnininininniinninenns 4.1 3.9 5.1
Expected stock volatility..........ccocoeeciiiiiininiinininnin. 73% 80% 138%
Dividend yield ........c.ccovvevireniinniniiiineeee None None None

Note 14. Income Taxes

The components of income (loss) from continuing operations before income taxes and income tax provision (benefit)
for the fiscal years ended January 1, 2012, January 2, 2011 and January 3, 2010 consist of the following:

Fiscal Years Ended
January 1, January 2, January 3,
2012 2011 2010
Income (Loss) before income taxes:
United States ......coccevevvervieneneeienencceercereenenen, $(92,720) $(22,487) $(33,266)
FOTEIZN ..ottt 20,418 33,930 30,878
Total income (loss) before income taxes ...... $(72,302) $11,443 $ (2,388)
Income tax provision:
Current
Federal........oovvoiiiieeeeectccrcrc e, — (814) (34)
SHALE...eiiiieiece ettt e 48 175 152
FOT@IGN ...oovinienieeeiireecserie et 5,968 7,997 4,641
Total current income tax provision............... 6,016 7,358 4,759
Deferred
Federal......ccoooiviieeeeiecceceecie e, — — —
SHALE . ettt — — —
FOT@IEN ...t (699) 372 (1,477)
Total deferred tax provision (benefit)........... (699) 372 (1,477)
Total income tax provision.................. $ 5,317 $ 7,730 $ 3,282
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The provision for income taxes in the accompanying consolidated financial statements reconciles to the amount

Taxes at federal statutory rate............c.ccoeevveerevveveenrennn,
State taxes, NEL.......ocvveeeeiiiiiiceice et ee st
Foreign income taxed at different rates ...........................
Earnings of foreign subsidiaries subject to US tax..........
Imputed interest inCOMe........ccccoeeverveverevenieiiereeeeeerena,
Change in FIN 48 1eserve ..........ccccovevvieeneieniieeeeeeen e,
Stock compensation — Non US
China withholding tax
IRS audit settlement

computed by applying the federal statutory rate of 35% to income (loss) before income taxes for the fiscal years ended
January 1, 2012, January 2, 2011 and January 3, 2010 as follows:

Fiscal Year Ended
January 1, January 2, January 3,
2012 2011 2010

$(25,306) $ 4,005 $ (836)

31 175 152
(1,947) (5,695) (4,218)

4,936 96 11,806

100 362 412
(1,308) 67 (2,664)

0 0 1,504

1,377 646 738

0 (814) 0

129 379 28
27,305 8,509 (3,640)

$ 5317 $ 7,730 $ 3,282

Deferred income taxes reflect the net tax effects of tax carry-forwards and temporary differences between the carrying

Deferred tax assets (liabilities)

Accruals and provisions ..........ccccoceveeereeeceareiresnnne.
Net operating loss carry-forwards ...........cccoovvvveenene

January 1,
2012

$ 15,565
188,752
4,538
71,141
15,209
8,682
(3,897)
579

300,569
(293,601)

$ 6,968

amount of assets and liabilities for tax and financial reporting purposes. The Company’s deferred tax assets and liabilities
were comprised of the following major components:

January 2,
2011

$ 12,090
182,102
6,662
70,714
19,130
4,509
(4,533)
382

291,056
(284,725)

§ 6,331

As of January 1, 2012, the Company has $1,691.3 million of U. S. federal and state net operating loss carry-forwards

and $138.4 million of foreign net operating losses, net of uncertain tax positions, some of which will begin to expire in 2023
if not utilized. Of the $1,691.3 million of U.S. federal and state net operating loss carry-forwards, $14 million relates to stock
options and will be credited to equity when utilized. Net operating loss carry-forwards, and the related carry-forward periods,

as of January 1, 2012, are summarized as follows:

Net Operating Tax Benefit Valuation Expected Tax Carry-forward
Loss Amount Allowance Benefit Period Ends
United States Federal net operating loss........... 422,623 142,952 (142,952 — 2023
United States State net operating loss............... 1,268,665 13,311 (13,311) — Various
Foreign net operating 10SS€S .........c.ccevvevvennnnen, 138,384 37,148 (35,585) 1,563 Various
Total .o, 1,829,672 193,411 (191,848 1,563
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Substantially the entire amount of U.S. federal net operating loss is subject to annual limitations on utilization pursuant
to Section 382 of the Internal Revenue Code. To the extent the states conform to Section 382 of the Internal Revenue Code,
the utilization of state net operating loss is also subject to limitations.

A valuation allowance of approximately $191.8 million has been provided for certain net operating loss carry-forwards
above. This valuation allowance reduces the deferred tax asset related to net operating loss carry forwards of $1.6 million to
an amount that is more likely than not to be realized.

The Company also has federal and California tax credit carry-forwards of $8.0 million and $11 million, respectively.
The federal credits will begin to expire in 2021 and a portion of the California tax credits expire in 2011. A full valuation
allowance has been provided for the federal and California tax credits.

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income and the actual
timing within which the underlying temporary differences become taxable or deductible. Based on historical and forecasted
earnings, the Company recorded a valuation allowance of approximately $0.02 million for Powerwave Technologies
(Suzhou) Co., Ltd during the fourth quarter of 2011. The Company continued to maintain a valuation allowance against its
net deferred tax assets in the U.S. and various foreign jurisdictions in 2011 where the Company believes it is more likely than
not that deferred tax assets will not be realized.

As of January 1, 2012, the cumulative unremitted earnings of other subsidiaries outside the U.S., considered
permanently reinvested, for which no income or withholding taxes have been provided, approximated $94 million. Such
earnings are expected to be reinvested indefinitely and, as a result, no deferred tax liability has been recognized with regard
to the remittance of such earnings. Upon distribution of those earnings in the form of dividends or otherwise, some portion of
the distribution would be subject to both foreign withholding taxes and U.S. income taxes, less applicable foreign tax credits.
Determination of the amount of U.S. income tax liability that would be incurred is not practicable because of the
complexities associated with its hypothetical calculation, but is not expected to result in additional U.S. tax expense as a
result of the Company’s U.S. net operating losses and valuation allowance.

On January 2, 2006, the Company reported results in accordance with FASB ASC Topic 718 and recognized expenses
in 2006, 2007, 2008, 2009, 2010 and 2011 related to stock-based compensation. Some of those costs are not deductible in the
U.S. or in foreign countries. In addition to the net operating losses disclosed above, the Company has approximately $14.1
million of net operating losses related to excess tax deductions which are excluded from the deferred tax tabular disclosure.
When such net operating losses are utilized, the Company would expect to credit equity for approximately $5.0 million. For
purposes of determining when the net operating losses are utilized, the Company has elected to be on the “with and
without” method.

FASB ASC Topic 740 clarifies the accounting for uncertainties in income taxes by prescribing guidance for the
recognition, de-recognition and measurement in financial statements of income tax positions taken in previously filed tax
returns or tax positions expected to be taken in tax returns, including a decision whether to file or not to file in a particular
jurisdiction. FASB ASC Topic 740 requires that any liability created for unrecognized tax benefits be disclosed. The
application of FASB ASC Topic 740 may also affect the tax bases of assets and liabilities and therefore may change or create
deferred tax liabilities or assets. The tax years subject to examination for the Company’s U.S. federal return are the 2008
through 2011 tax years, including adjustments to net operating loss carryovers in those years. In addition, the Company has
subsidiaries in various foreign jurisdictions that have statutes of limitations generally ranging from 3 to 6 years.

As of January 3, 2010, the liability for income taxes associated with uncertain tax positions was $14.8 million. Of this
amount, $5.5 million, if recognized, would affect tax expense and would require penalties and interest of $0.4 million, $0.6
million would result in an increase in prepaid assets, and $8.3 million would result in a decrease of deferred tax assets in
jurisdictions where the deferred tax assets are currently offset by a full valuation allowance.

As of January 2, 2011, the liability for income taxes associated with uncertain tax positions was $23.1 million. Of this
amount, $5.2 million, if recognized, would affect tax expense and would require penalties and interest of $0.8 million, $0.6
million would result in an increase in prepaid assets, and $16.5 million would result in a decrease of deferred tax assets in
jurisdictions where the deferred tax assets are currently offset by a full valuation allowance. Further, the $16.5 million, if
realized would result in a $0.5 million decrease of the state deferred tax assets, specifically state net operating losses.

As of January 1, 2012, the liability for income taxes associated with uncertain tax positions was $6.0 million. Of this
amount, $4.0 million, if recognized, would affect tax expense and would require penalties and interest of $0.7 million, $0.6
million would result in an increase in prepaid assets, and $0.7 million would result in a decrease of deferred tax assets in
jurisdictions where the deferred tax assets are currently offset by a full valuation allowance. Further, the $0.7 million, if
realized would result in a $0.05 million decrease of the state deferred tax assets, specifically state net operating losses.
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The decrease in the liability for income taxes associated with uncertain tax positions decreased from 23.1 million at
January 2, 2011 to 6.0 million at January 1, 2012 primarily resulting from the Company amending its originally filed tax
reporting positions for fiscal years 2009 and 2010 in the amounts of $7.3 million and $8.4 million, respectively. The net
operating loss carry forward amount was reduced to reverse the uncertain tax position for fiscal year 2009. The uncertain tax
position for fiscal year 2010 was reported on the originally filed U.S. federal income tax return so there is no longer an
uncertain tax position. Accordingly, the Company reduced its deferred tax assets for which the Company has recorded
valuation allowance so there was no impact to the Company’s tax expense.

Interest and penalties recognized on the accompanying Consolidated Statement of Operations were $0.4 million and
$0.2 million for fiscal years 2010 and 2011, respectively. The amount for fiscal year 2009 was not material.

A reconciliation of the beginning and ending amount of unrecognized tax benefits, excluding interest and penalties, is
as follows (in millions):

January 1, January 2, January 3,
2012 2011 2010

Unrecognized tax benefits beginning of year balance....................... $ 22,320 $ 14,381 $ 10,286
Gross increases for tax positions of prior years..........cc.cocoeevvevrnnnnee. — 219 —
Gross decreases for tax positions of prior years ............cccoecvervenennnnn. (16,850) (953) (2,990)
Gross increases for tax positions of current year ...........c.c.ccceuvenenee. — 8,673 7,989
SELIEMENLS .....oevieriiiiiecctrietrt e — — —
Lapse of statute of limitations.............ccceeevrevecriniececiereeeeen e (103) — (904)
Unrecognized tax benefits ending of year balance............................ $ 5,367 $ 22,320 $ 14,381

The Company strives to resolve open matters with each tax authority at the examination level and could reach
agreement with a tax authority at any time. While the Company has accrued for amounts it believes are the expected
outcomes, the final outcome with a tax authority may result in a tax liability that is more or less than that reflected in the
financial statements. Furthermore, the Company may later decide to challenge any assessments, if made, and may exercise its
right to appeal. The liability is reviewed quarterly and adjusted as events occur that affect potential liabilities for additional
taxes, such as lapsing of applicable statutes of limitations, proposed assessments by tax authorities, negotiations between tax
authorities, identification of new issues, and issuance of new legislation, regulations or case law. Management believes that
adequate amounts of tax and related interest, if any, have been provided for any adjustments that may result from these
examinations of uncertain tax positions.

As a result of ongoing tax audits, the total liability for unrecognized tax benefits may change within the next twelve
months due to either settlement of audits or expiration of statutes of limitations. As of January 1, 2012, the Company’s tax
years for 2008, 2009 and 2010 are subject to examination by the tax authorities. With few exceptions, as of January 1, 2012,
the Company is no longer subject to U.S. federal, state, local, or foreign examinations by tax authorities for years before
2008. As of January 1, 2012, the Company is not under examination by federal or state taxing authorities.

Note 15. Fair Value of Financial Instruments

The estimated fair value of the Company’s financial instruments has been determined using available market
information and valuation methodologies. Considerable judgment is required in estimating fair values. Accordingly, the
estimates may not be indicative of the amounts the Company could realize in a current market exchange.

The following methods and assumptions were used to estimate the fair value of each class of financial instruments for
which it was practicable to estimate that value.

Cash and Cash Equivalents and Restricted Cash

The carrying amount approximates fair value because of the short maturity (less than 90 days) and high credit quality
of these instruments.
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Long-Term Debt

The fair value of the Company’s long-term debt is estimated based on the quoted market prices for the debt. The
Company’s long-term debt consists of convertible subordinated notes, which are not actively traded as an investment
instrument, and therefore, the quoted market prices may not reflect actual sales prices at which these notes would be traded.
The Company carries and values these instruments at their stated principal value, which represents the amount due at
maturity less any unamortized discount or plus any accreted premium.

The estimated fair values of the Company’s financial instruments were as follows:

January 1, 2012 J. y 2, 2011
Carrying Fair Carrying Fair
Amount Value Amount Value
Cash and cash equivalents .............ccoeeveeeeereereeernennne, $ 64,121 $64,121 $ 61,601 $ 61,601
Restricted cash.........cooovviviiveieiiiieiiieeeee e, 6,162 6,162 930 930
Long-term debt
2.750% Convertible Senior Subordinated
Notes due 2041 ......c.oeivvvieniieveerreeeeeee s, 102,139 61,028 — —
3.875% Convertible Subordinated Notes
AUE 2027 e, $150,000 $71,250 $150,000 $134,070
1.875% Convertible Subordinated Notes
due 2024 ... 51 51 55,371 57,626

ASC 820-10 requires that for any assets and liabilities stated at fair value on a recurring basis in the Company’s
financial statements, the fair value of such assets and liabilities be measured based on the price that would be received from
selling an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
Level 1 asset and liability values are derived from quoted prices in active markets for identical assets and liabilities and Level
2 asset and liability values are derived from quoted prices in inactive markets. The Company’s assets measured at fair value
on a recurring basis include only cash and cash equivalents and restricted cash, both of which are based upon quoted prices in
active markets for identical assets.

Note 16. Supplier Concentrations

Certain of the Company’s products, as well as components utilized in such products, are available in the short-term
only from a single or a limited number of sources. In addition, in order to take advantage of volume pricing discounts, the
Company purchases certain customized components from single-source suppliers as well as finished products from single-
source contract manufacturers. The inability to obtain single-source components or finished products in the amounts needed
on a timely basis or at commercially reasonable prices could result in delays in product introductions, interruption in product
shipments or increases in product costs, which could have a material adverse effect on the Company’s business, financial
condition and results of operations until alternative sources could be developed at a reasonable cost.

Note 17. Segment

The Company operates in one reportable business segment: “Wireless Communications.” The Company’s revenues are
derived from the sale of wireless communications network products and coverage solutions, including antennas, boosters,
combiners, cabinets, shelters, filters, radio frequency power amplifiers, remote radio head transceivers, repeaters, tower-
mounted amplifiers and advanced coverage solutions for use in cellular, PCS, 3G and 4G wireless communications networks
throughout the world.

Customer Information

The Company manufactures multiple product categories at its manufacturing locations and produces certain products at
more than one location. With regard to sales, the Company sells its products through two major sales channels. The first
channel is the original equipment manufacturer channel, which consists of large global companies such as Alcatel-Lucent,
Ericsson, Huawei, Motorola, Nokia Siemens Networks and Samsung. The other major channel is direct to wireless network
operators, such as AT&T, Bouyges, Orange, Raycom, Serta, Sprint, T-Mobile, Verizon Wireless and Vodafone. A majority
of the Company’s products are sold in both sales channels. The Company maintains global relationships with most of its
customers. The Company’s original equipment manufacturer customers normally purchase on a global basis and the sales to
these customers, while recognized in various reporting regions, are managed on a global basis. For network operator
customers, where they have a global presence, the Company typically maintains a global purchasing agreement. Individual
sales are made on a regional basis.
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The Company measures its success by monitoring its net sales by product and consolidated gross margins, with a short-
term goal of maintaining a positive operating cash flow while striving to achieve long-term operating profits.

Product Group Information

The following table presents an analysis of the Company’s sales based upon product groups:

Fiscal Year Ended
Wireless Communications Product Groups January 1, 2012 January 2, 2011 January 3, 2010
ANLENNA SYSLEMS .....c.veeveerreirreniesereeeneeaesresneseesseesene $211,011 47%  $256,743 44%  $150,610 27%
Base Station SYStEMS .........ccceveerverurreeriveniecreniersresseranns 176,345 40% 280,010 47% 364,166 64%
COVErage SYStEMS .....c.cocceerievrsrervirisininiissiiisesnenses 57,090 13% 54,708 9% 52,710 9%
Total net sales.........ooevveeevreeieeeeinerenreenieereneens $444.446 100%  $591,461 100% $567,486 100%

Antenna systems consist of base station antennas and tower-mounted amplifiers. Base station subsystems consist of
products that are installed into or around the base station of wireless networks and include products such as boosters,
combiners, filters, radio frequency power amplifiers and VersaFlex cabinets. Coverage systems consist primarily of repeaters
and advanced coverage solutions.

Geographic Information

The following schedule presents an analysis of the Company’s sales based upon the geographic area to which a product
was shipped:

Fiscal Year Ended

January 1, January 2, January 3,

Geographic Area 2012 2011 2010
UnIted States......ocovieeeeiieerierreererreensneeseersressnesressenesssessenene $169,456 $214,554 $148,173
AS1a PaCIfiC.....ccoiiiiiriirriiccecceee e 118,069 187,433 233,463
BUTOPE....c.cooiicieciiirtnrccit e 112,805 148,830 135,600
Other International ...........cccoovviveivvveeeiiiiierinieee e ccrreeeeeseeneees 44,116 40,644 50,250
Total NEL SALES......eeovviireieriecreccie et errreraeeraeees $444,446 $591,461 $567,486

Sales to the Asia Pacific region primarily include shipments to China, South Korea, and India. Sales to China were
$72.0 million, $121.0 million, and $136.0 million during the years ended January 1, 2012, January 2, 2011 and January 3,
2010 respectively and sales to South Korea were $21.6 million, $31.6 million and $56.3 million during the years ended
January 1, 2012, January 2, 2011 and January 3, 2010 respectively. Sales to Europe primarily include shipments to Finland,
France, Russia and the Netherlands. Sales to Finland were $4.7 million, $15.9 million and $55.2 million during the years
ended January 1, 2012, January 2, 2011 and January 3, 2010 respectively and sales to Russia were $24.5 million, $39.3
million and $4.2 million during the years ended January 1, 2012, January 2, 2011 and January 3, 2010 respectively. Sales to
other international regions primarily include shipments to Middle East, Canada, Mexico, and South America. Sales to the
Middle East were $19.0 million, $32.2 million and $34.6 million during the years ended January 1, 2012, January 2, 2011
and January 3, 2010 respectively.

The following table presents an analysis of the Company’s long-lived assets based upon geographic area to which the
asset resides:

Fiscal Year Ended

January 1, January 2,

Geographic Area 2012 2011
UNItEd STALES ...oovvveeeeeiieeectie et e eecereresere e e sensibre e s besaesssnneneesen $ 5,781 $48,872
ASIA PACHIC...ciieeeeiieeteeeeeet ettt e cee e e raneeseaaneeens 13,236 16,905
BUTOPE ..ottt e st 8,464 10,161
Other INternational ............covviieevvrrieiinreenireee s eeeeree e e creeeeeereeens 290 338
Total long lived assets........coeveveereveniriiiinnreiniiniciienns $27,771 $76,276




POWERWAVE TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(tabular amounts in thousands, except per share data)

Note 18. Quarterly Financial Data (Unaudited)

Quarter Ended
April 3, July 3, October 2, January 1,
2011 2011 2011 2012
Fiscal 2011:
NEE SALES c.vvevinieieieieiiieie ettt ne e seanena $136,624 $170,641 $ 77,078 $ 60,103
GrosS Profit (10SS)...c.ccvevererierrrerrerireeesiereeeteseereressereeseresensesassenas $ 35,860 $ 47,792 $ 5,796 $ (1,624)
NEt INCOME (10SS) +rvvvvveveevereeeseeseeeeeeeeeeesssseseseeeeeseeseseseseeeees oo $ (6975) $ 7,021  $(35,084)  $(42,581)
Basic income (10SS) per Share..........c.oeevevreveererreerinreeererreensereens $ 021) §$ 021 $ (109 §$ (134
Diluted income (10ss) per share............coeveveerviiereviereeeneniesnenn $ @©21) $ 020 $ (1.09 $ (1.34)
April 4, July 4, October 3, January 2,
2010 2010 2010 2011
Fiscal 2010:
INEE SALES ...ttt te et e et re e ereens $114,473 $144,580 $156,813 $175,595
GIOSS PIOTIL ...ttt n e etene e $ 29,811 $ 41,989 $ 46,030 $ 52,021
Net inCOmMe (108S) ..vouevrverireeieieiieieeeeree e teseen $(10,818) $ 224 $ 7934 $ 6,373
Basic income (loss) per share..........c.cococvevviieieeiecineeeie e, 041) $ 0.01 $ 030 $ 024
Diluted income (10ss) per Share.........c..ococeeueerevveveeieneecrecresreseenas $ (©041) $ o0.01 $ 026 $ 023
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Controls and Procedures

Our management, with the participation of our principal executive officer and principal financial officer, evaluated the
effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act) as of January 1, 2012. We maintain disclosure controls and procedures that are designed to provide reasonable
assurance that information required to be disclosed in our reports filed or submitted under the Exchange Act is recorded,
processed, summarized and reported within the time periods specified in the SEC’s rules and forms and that such information
is accumulated and communicated to our management, including our principal executive officer and principal financial
officer, as appropriate, to allow for timely decisions regarding required disclosure. Our management recognizes that any
controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their
objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls
and procedures. Based on the evaluation of our disclosure controls and procedures as of January 1, 2012, our principal
executive officer and principal financial officer concluded that, as of such date, our disclosure controls and procedures were
effective at the reasonable assurance level.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over our financial reporting
(as defined in Rule 13a-15(f) and Rule 15d-15(f) under the Exchange Act). Our management assessed the effectiveness of our
internal controls over financial reporting as of January 1, 2012. In making its assessment of the effectiveness of our internal
controls over financial reporting, our management used the criteria set forth by the Committee of Sponsoring Organizations
of the Treadway Commission (“COSO”) in Internal Control-Integrated Framework. Based on these criteria, our management
has concluded that, as of January 1, 2012, our internal controls over financial reporting are effective. Our independent
registered public accounting firm, Deloitte & Touche LLP, has issued an audit report on our internal control over financial
reporting, which is included herein.

Changes in Internal Controls Over Financial Reporting

There were no changes to our internal controls over financial reporting during the fourth quarter of our fiscal year
ended January 1, 2012 that have materially affected, or are reasonably likely to materially affect, our internal controls over
financial reporting.

ITEM 9B. OTHER INFORMATION
None.
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PART II1

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this Item 10 is incorporated into this annual report by reference to an amendment to this
annual report which will be filed within 120 days after our fiscal year end of January 1, 2012.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item 11 is incorporated into this annual report by reference to an amendment to this
annual report which will be filed within 120 days after our fiscal year end of January 1, 2012.

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

The information required by this Item 12 is incorporated into this annual report by reference to an amendment to this
annual report which will be filed within 120 days after our fiscal year end of January 1, 2012.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR
INDEPENDENCE

The information required by this Item 13 is incorporated into this annual report by reference to an amendment to this
annual report which will be filed within 120 days after our fiscal year end of January 1, 2012.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this Item 14 is incorporated into this annual report by reference to an amendment to this
annual report which will be filed within 120 days after our fiscal year end of January 1, 2012.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Documents filed as a part of this annual report:
(1) Financial Statements
The financial statements included in Part II, Item 8 of this document are filed as part of this annual report.
(2) Financial Statement Schedules

Schedule 11 — Valuation and Qualifying Accounts. All other schedules are omitted as the required information is
inapplicable or the information is included in the consolidated financial statements or related notes.

(3) Exhibits
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The following exhibits are filed as part of this Report:

Exhibit
Number

Description

3.1
3.2

33

4.1

4.1.1

4.2

43

44

4.5

4.6

4.7

4.8

4.9

10.1

Amended and Restated Certificate of Incorporation of the Company as amended through October 28, 2011. (i)

Amended and Restated Bylaws of the Company as amended through March 18, 2011 (incorporated by reference
to Exhibit 3.1 of the Company’s Quarterly Report on Form 10-Q filed with the Securities and Exchange
Commission on May 9, 2011).

Certificate of Designation of Rights, Preferences and Privileges of Series A Junior Participating Preferred Stock
of Powerwave Technologies, Inc. (incorporated herein by reference to Exhibit 2.1 to Registrant’s Registration
Statement on Form 8-A(File No. 000-21507) filed with the Securities and Exchange Commission on

June 5, 2001).

Stockholders’ Agreement, dated October 10, 1995, among the Company and certain stockholders (incorporated
by reference to Exhibit 4.1 to the Company’s Registration Statement on Form-S-1 (File No. 333-13679) as filed
with the Securities and Exchange Commission on October 8, 1996).

Amendment to Stockholders Agreement dated November 8, 1996 by and among Powerwave Technologies, Inc.
and certain stockholders (incorporated by reference to Exhibit 4.2 to the Company’s Registration Statement on
Form-S-1 (File No. 333-13679) as filed with the Securities and Exchange Commission on December 3, 1996).

Indenture, dated as of November 10, 2004, by and between Powerwave Technologies, Inc. and Deutsche Bank
Trust Company Americas, as trustee relating to the Company’s 1.875% Convertible Subordinated Notes due
2024 (incorporated by reference to Exhibit 4.1 of the Company’s Current Report on Form 8-K

(File No. 000-21507) filed with the Securities and Exchange Commission on November 10, 2004).

Registration Rights Agreement, dated as of November 10, 2004, by and between Powerwave Technologies, Inc.
and Deutsche Bank Securities Inc. (incorporated by reference to Exhibit 4.2 of the Company’s Current Report on
Form 8-K (File No. 000-21507) dated November 4, 2004 filed with the Securities and Exchange Commission on
November 10, 2004).

Form of Global 1.875% Convertible Subordinated Note due 2024 (incorporated by reference to Exhibit A-1 of
Exhibit 4.1 of the Company’s Current Report on Form 8-K (File No. 000-21507) filed with the Securities and
Exchange Commission on November 10, 2004).

Indenture, dated September 24, 2007, by and between Powerwave Technologies, Inc. and Deutsche Bank Trust
Company America, as trustee relating to the Company’s 3.875% Convertible Subordinated Notes due 2027
(incorporated by reference to Exhibit 4.1 of the Company’s Current Report on Form 8-K filed with the Securities
and Exchange Commission on September 24, 2007).

Registration Rights Agreement, dated September 24, 2007 by and between the Company and Deutsche Bank
Securities, Inc. (incorporated by reference to Exhibit 4.2 of the Company’s Current Report on Form 8-K
(File No. 000-21507) filed with the Securities and Exchange Commission on September 24, 2007).

Form of Global 3.875% Convertible Subordinated Note due 2027 (incorporated by reference to Exhibit A-1 of
Exhibit 4.1 of the Company’s Current Report on Form 8-K (File No. 000-21507) filed with the Securities and
Exchange Commission on September 24, 2007).

Indenture, dated as of July 26, 2011 by and between Powerwave Technologies, Inc. and Deutsche Bank Trust
Company Americas, as trustee relating to the Company’s 2.75% Convertible Senior Subordinated Notes due
2041 (incorporated by reference to Exhibit 4.1 of the Company’s Current Report on Form 8-K filed with the
Securities and Exchange Commission on July 26, 2011).

Form of Global 2.75% Convertible Senior Subordinated Note due 2041 (incorporated by reference to Exhibit 4.2
of the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on
July 26, 2011).

Powerwave Technologies, Inc. 1996 Stock Incentive Plan (the “1996 Plan”) (incorporated by reference to Exhibit
10.4 to the Company’s Registration Statement on Form-S-1 (File No. 333-13679) as filed with the Securities and
Exchange Commission on October 8, 1996).*
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Exhibit
Number

Description

10.1.1

10.1.2

10.1.3

10.1.4

10.2

10.2.1

10.3

104

10.5

10.5.1

10.6

10.6.1

10.7

10.7.1

10.7.2

Amendment No. 1 to the 1996 Plan (incorporated by reference to Exhibit 10.6.1 to the Company’s Registration
Statement on Form-S-1 (File No. 333-28463) as filed with the Securities and Exchange Commission on
June 4, 1997).*

Amendment No. 2 to the 1996 Plan (incorporated by reference to Exhibit 4.6 to the Company’s Registration
Statement on Form S-8 (File No. 333-65459) as filed with the Securities and Exchange Commission on
October 8, 1998).*

Form of Stock Option Agreement for the 1996 Plan (incorporated by reference to Exhibit 10.5 to the Company’s
Registration Statement on Form-S-1 (File No. 333-13679) filed with the Securities and Exchange Commission on
October 8, 1996).*

Form of Restricted Stock Purchase Agreement for the 1996 Plan (incorporated by reference to Exhibit 10.6 to the
Company’s Registration Statement on Form-S-1 (File No. 333-13679) filed with the Securities and Exchange
Commission on October 8, 1996).*

Powerwave Technologies, Inc. Amended and Restated 1996 Director Stock Option Plan (the “Director Plan”) as
amended through August 12, 2009 (incorporated by reference to Exhibit 10.4 to the Company’s Annual Report
on From 10-K filed with the Securities and Exchange Commission on February 19, 2010).*

Form of Stock Option Agreement for the Director Plan (incorporated by reference to Exhibit 10.8 to the
Company’s Registration Statement on Form-S-1 (File No. 333-13679) filed with the Securities and Exchange
Commission on October 8, 1996).*

Redemption Agreement, dated October 10, 1995, among the Company and certain stockholders (incorporated by
reference to Exhibit 10.11 of the Company’s Registration Statement on Form-S-1 (File No. 333-13679) as filed
with the Securities and Exchange Commission on October 8, 1996).

Form of Indemnification Agreement (incorporated by reference to Exhibit 10.14 to the Company’s Registration
Statement on Form-S-1 (File No. 333-13679) as filed with the Securities and Exchange Commission on
October 8, 1996).*

Powerwave Technologies, Inc. 2000 Stock Option Plan (the “2000 Plan”) (incorporated by reference to Exhibit
4.1 of the Company’s Registration Statement on Form S-8 (File No. 333-38568) filed with the Securities and
Exchange Commission on June 5, 2000).*

Form of Stock Option Agreement for the 2000 Plan (incorporated by reference to Exhibit 4.2 to the Company’s
Registration Statement on Form S-8 (File No. 333-38568) filed with the Securities and Exchange Commission on
June 5, 2000).*

Powerwave Technologies, Inc. 2002 Stock Option Plan (the “2002 Plan™) (incorporated by reference to Exhibit
4.1 of the Company’s Registration Statement on Form S-8 (File No. 333-88836) filed with the Securities and
Exchange Commission on May 22, 2002).*

Form of Stock Option Agreement for the 2002 Plan (incorporated by reference to Exhibit 4.2 of the Company’s
Registration Statement on Form S-8 (File No. 333-88836) filed with the Securities and Exchange Commission
May 22, 2002).*

Powerwave Technologies, Inc. 2005 Stock Incentive Plan (the “2005 Plan”) (incorporated by reference to
Exhibit 10.1 of the Company’s Current Report on Form 8-K (File No. 000-21507) as filed with the Securities and
Exchange Commission on November 17, 2005).*

Form of Stock Option Agreement under the 2005 Plan (incorporated by reference to Exhibit 10.3 of the
Company’s Current Report on Form 8-K (File No. 000-21507) as filed with the Securities and Exchange
Commission on November 17, 2005).*

Form of Restricted Stock Award Agreement under the 2005 Plan (incorporated by reference to Exhibit 10.4 of
the Company’s Current Report on Form 8-K (File No. 000-21507) as filed with the Securities and Exchange
Commission on November 17, 2005).*

90



Exhibit
Number

Description

10.7.3

10.7.4

10.7.5

10.8

10.8.1

10.8.2

10.9

10.9.1

10.9.2

10.9.3

10.9.4

10.9.5

10.10

10.11

10.12

10.13

Form of Stock Appreciation Rights Award Agreement under the 2005 Plan (incorporated by reference to
Exhibit 10.5 of the Company’s Current Report on Form 8-K (File No. 000-21507) as filed with the Securities and
Exchange Commission on November 17, 2005).*

Form of Restricted Stock Unit Award Agreement under the 2005 Plan (incorporated by reference to Exhibit 10.6
of the Company’s Current Report on Form 8-K (File No. 000-21507) as filed with the Securities and Exchange
Commission on November 17, 2005).*

Form of Stock Award Agreement under the 2005 Plan (incorporated by reference to Exhibit 10.7 of the
Company’s Current Report on Form 8-K (File No. 000-21507) as filed with the Securities and Exchange
Commission on November 17, 2005).*

Powerwave Technologies, Inc. Extended and Restated 1996 Employee Stock Purchase Plan (incorporated by
reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K (File No. 000-21507) filed with the
Securities and Exchange Commission on December 7, 2007).*

Amendment to the Powerwave Technologies, Inc. Extended and Restated 1996 Employee Stock Purchase Plan
(incorporated by reference to Exhibit 10.1 of the Company’s Current Report on Form 8-K filed with the
Securities and Exchange Commission on August 13, 2008).*

Amendment to Powerwave Technologies, Inc. Extended and Restated 1996 Employee Stock Purchase Plan
(incorporated by reference to Exhibit B of the Company’s Definitive Proxy Statement on Schedule 14A filed with
the Securities and Exchange Commission on September 27, 2010). *

2010 Omnibus Incentive Plan (incorporated by reference to Exhibit A of the Company’s Definitive Notice and
Proxy Statement filed with the Securities and Exchange Commission on September 27, 2010). *

Form of Stock Option Agreement under the 2010 Omnibus Incentive Plan (incorporated by reference to Exhibit
10.1 of the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on
November 3, 2010).*

Form of Restricted Stock Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by reference
to Exhibit 10.2 of the Company’s Current Report on Form 8-K filed with the Securities and Exchange
Commission on November 3, 2010).*

Form of Stock Appreciation Rights Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by
reference to Exhibit 10.3 of the Company’s Current Report on Form 8-K filed with the Securities and Exchange
Commission on November 3, 2010).*

Form of Restricted Stock Unit Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by
reference to Exhibit 10.4 of the Company’s Current Report on Form 8-K filed with the Securities and Exchange
Commission on November 3, 2010).*

Form of Stock Award Agreement under the 2010 Omnibus Incentive Plan (incorporated by reference to Exhibit
10.5 of the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission on
November 3, 2010).*

Amended and Restated Change in Control Agreement dated as of August 13, 2008, between the Company and
Ronald J. Buschur (incorporated by reference to Exhibit 10.25 of the Company’s Annual Report on Form 10-K
filed with the Securities and Exchange Commission on March 2, 2009).*

Amended and Restated Change in Control Agreement dated as of August 13, 2008, between the Company and
Kevin T. Michaels (incorporated by reference to Exhibit 10.26 of the Company’s Annual Report on Form 10-K
filed with the Securities and Exchange Commission on March 2, 2009).*

Amended and Restated Severance Agreement dated as of August 13 2008, between the Company and Ronald J.
Buschur (incorporated by reference to Exhibit 10.27 of the Company’s Annual Report on Form 10-K filed with
the Securities and Exchange Commission on March 2, 2009).*

Amended and Restated Severance Agreement dated as of August 13, 2008, between the Company and Kevin T.
Michaels (incorporated by reference to Exhibit 10.28 of the Company’s Annual Report Form 10-K filed with the
Securities and Exchange Commission on March 2, 2009).*
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Exhibit
Number

Description

10.14

10.15

10.16

10.16.1

10.16.2

10.16.3

10.16.4

10.16.5

10.16.6

10.17

10.18

211
23.1
31.1

31.2

32.1

Letter Agreement regarding Change of Control Benefits between the Company and J. Marvin MaGee dated
December 17, 2008 (incorporated by reference to Exhibit 10.29 of the Company’s Annual Report on Form 10-K
filed with the Securities and Exchange Commission on March 2, 2009).*

Letter Agreement Regarding Change of Control Benefits between the Company and Khurram Sheikh dated
December 17, 2008 (incorporated by reference to Exhibit 10.30 of the Company’s Annual Report on Form 10-K
filed with the Securities and Exchange Commission on March 2, 2009).*

Credit Agreement dated April 3, 2009 by and among Powerwave Technologies, Inc., as borrower, the lenders
named therein and Wells Fargo Foothill, LLC, as arranger and administrative agent (incorporated by reference to
Exhibit 10.27 of the Company’s Annual Report on Form 10-K filed with the Securities and Exchange
Commission on February 19, 2010).

Waiver, Consent, Amendment Number One to Credit Agreement and Amendment Number One to Security
Agreement dated December 31, 2009 by and among Powerwave Technologies, Inc., the lenders named therein
and Wells Fargo Foothill, LLC, as arranger and administrative agent (incorporated by reference to Exhibit 10.28
of the Company’s Annual Report on Form 10-K filed with the Securities and Exchange Commission on
February 19, 2010).

Amendment Number Two to Credit dated March 11, 2010, by and among Powerwave Technologies, Inc., the
lenders named therein and Wells Fargo Capital Financeas arranger and administrative agent (incorporated by
reference to Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q filed with the Securities and
Exchange Commission on May 6, 2010).

Waiver, Amendment Number Three to Credit Agreement and Amendment Number Two to Security Agreement
dated April 1, 2010 by and among Powerwave Technologies, Inc., the lenders named therein and Wells Fargo
Capital Finance, LLC, as arranger and administrative agent (incorporated by reference to Exhibit 10.2 of the
Company’s Quarterly Report on Form 10-Q filed with the Securities and Exchange Commission on

May 6, 2010).

Amendment Number Four to Credit Agreement and Waiver and Amendment Number Three to Security
Agreement dated January 31, 2011 by and among Powerwave Technologies, Inc., the lenders named therein and
Wells Fargo Capital Finance LLC as arranger and administrative agent for the lender group. (incorporated by
reference to Exhibit 10.32.4 of the Company’s Annual Report on Form 10-K filed with the Securities and
Exchange Commission on February 17, 2011).

Amendment No. Five to Credit Agreement, Consent and Waiver dated July 19, 2011 by and among Powerwave
Technologies, Inc., the lenders named therein and Wells Fargo Capital Finance LLC, as arranger and
administrative agent for the lender group. (i)

Amendment No. Six to Credit Agreement and Waiver dated December 29, 2011 by and between Powerwave
Technologies, Inc. and Wells Fargo Capital Finance LLC, as arranger and administrative agent. (i)

Agreement of Purchase and Sale between Powerwave Technologies, Inc. and AG Lease Acquisition Corp dated
October 17, 2011. (i)

Real Estate Lease Agreement between Powerwave Technologies, Inc. and AGNL Antenna L.P. dated
October 21, 2011. (i)

Subsidiaries of the registrant. (i)
Consent of Independent Registered Public Accounting Firm. (i)

Certification of the Chief Executive Officer pursuant to Rule 13a-14(a)/Rule 15d-14(a) under the Securities
Exchange Act of 1934. (i)

Certification of the Chief Financial Officer pursuant to Rule 13a-14(a)/Rule 15d-14(a) under the Securities
Exchange Act of 1934. (i)

Certification of the Chief Executive Officer pursuant to Rule 13a-14(b)/15d-14(b) of the Securities Exchange Act
of 1934 and 18 U.S.C. Section 1350.%* (i)
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Exhibit
Number Description

101.INS  XBRL Instance Document***

101.SCH XBRL Taxonomy Extension Schema Document***

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document***
101.DEF XBRL Taxonomy Extension Definition Linkbase Document***
101.LAB XBRL Taxonomy Extension Label Linkbase Document™***
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document***

(i) Filed herewith

* Indicates Item 15(a)(3) exhibit (management contract or compensation plan or arrangement).

*x In accordance with Item 601(b)(32)(ii) of Regulation S-K, this exhibit shall not be deemed “filed” for the purposes of
Section 18 of the Securities Exchange Act of 1934, as amended or otherwise subject to the liability of that section, nor
shall it be deemed incorporated by reference in any filing under the Securities Act of 1933, as amended or the
Securities Exchange Act of 1934, as amended.

***  Inaccordance with Rule 406T of Regulation S-T, this XBRL information shall not be deemed “filed” for the purposes
of Section 18 of the Securities Exchange Act of 1934, as amended, or otherwise subject to the liability of that section,
nor shall it be deemed filed or made a part of a registration statement or prospectus for purposes of Section 11 and
Section 12 of the Securities Act of 1933, as amended, or otherwise subject to liability under those sections.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this Annual Report on Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized, in the City
of Santa Ana, State of California, on the 28th day of February 2012.

POWERWAVE TECHNOLOGIES, INC.

By: /s/ KEVIN T. MICHAELS

Kevin T. Michaels
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date
/s/ RONALD J. BUSCHUR President, Chief Executive Officer and Director February 28, 2012
Ronald J. Buschur (Principal Executive Officer)
/s/ KEVIN T. MICHAELS Chief Financial Officer February 28, 2012
Kevin T. Michaels (Principal Financial and Accounting Officer)
/s/ CARL W. NEUN Chairman of the Board of Directors February 28, 2012
Carl W. Neun
/s/ JOHN L. CLENDENIN Director February 28, 2012

John L. Clendenin

/sl MOIZ M. BEGUWALA Director February 28, 2012
Moiz M. Beguwala

/s/ DAVID L. GEORGE Director February 28, 2012
David L. George

/s/ EUGENE L. GODA Director February 28, 2012
Eugene L. Goda

/s/ KEN J. BRADLEY Director February 28, 2012
Ken J. Bradley

/s/ RICHARD E. BURNS Director February 28, 2012
Richard E. Burns
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SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS
(in thousands)

Balance at Charges to Balance at
Beginning Costs and End of
Description of Period Expenses Deductions Period
Year ended January 1, 2012:
Allowance for doubtful accounts and sales returns....................... $ 4,595 896 (1,266) § 4,225
Allowance for excess and obsolete inventory .............cccceeveeeennne $21,734 4,556 (10,526) $ 15,764
Year ended January 2, 2011:
Allowance for doubtful accounts and sales returns...................... $ 8,349 896 (4,650) $ 4,595
Allowance for excess and obsolete inventory .............ccoevvveeeenenn. $ 22,625 7,184 (8,075) $21,734
Year ended January 3, 2010:
Allowance for doubtful accounts and sales returns....................... $ 9,478 1,860 (2,989) $ 8,349
Allowance for excess and obsolete inventory ...........ccccoceveevenenee. $43,377 9,057 (29,809)  $22,625
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CORPORATE
INFORMATION
2011

Investor Information

A copy of our Annual Report on Form 10-K
for the fiscal year ended January 1, 2012
has been filed with the Securities and
Exchange Commission. Additional copies
of the Annual Report on Form 10-K,
including financial statements but
excluding exhibits, as well as copies of
other reports filed with the Commission
will be provided to stockholders by
writing to:

Investor Relations
Powerwave Technologies, Inc.
1801 E. St. Andrew Place
Santa Ana, CA 92705

Requests for investor information

can also be sent via electronic mail to
invest@pwav.com. In addition,
Powerwave Technologies’ annual report,
press releases and certain filings with
the Securities and Exchange Commission
can be found on Powerwave’s website at
www.powerwave.com.

Product Information

Further information regarding
Powerwave’s products can be obtained
by contacting our Sales & Marketing
Department at 714.466.1000, by fax
714.466.5805, or by visiting our website
at: www.powerwave.com.

Stock Listing

Powerwave Technologies, Inc. Common
Stock trades on the NASDAQ Global Select
Market under the symbol “PWAV".

Common Stock Prices

Powerwave has never paid any cash
dividends on its Common Stock.
Powerwave’s Board of Directors currently
believes that earnings will create greater
long-term value if reinvested to create
growth. Therefore, the Company does not
anticipate paying cash dividends for the
foreseeable future. Set forth below are
the high and low sales prices as reported
by NASDAQ for Powerwave’s Common
Stock for the periods indicated.

FISCAL YEAR 2011 High Low
First Quarter Ended April 3, 2011 $2435 $12.70
Second Quarter Ended July 3, 2011 $23.85 $12.35
Third Quarter Ended October 2, 2011 $1545 $6.10
Fourth Quarter Ended January 1, 2012 $860 $1.42
FISCAL YEAR 2010 High Low
First Quarter Ended April 4, 2010 $765 $525
Second Quarter Ended July 4, 2010 $9.720 $6.20
Third Quarter Ended October 3, 2010 $10.50 $710
Fourth Quarter Ended January 2, 2011 $13.85 $860

Forward Looking Statements

Please refer to the forward looking statements
notice contained in the attached Form 10-K,
which is incorporated herein by reference.

Board of Directors

Carl W. Neun, Chairman of the Board
Moiz M. Beguwala

Ken J. Bradley

Ronald J. Buschur

Richard E. Burns

John L. Clendenin

David L. George

Eugene L. Goda

Independent Auditors

Public Accounting Firm
DELOITTE & TOUCHE LLP
Costa Mesa, California

Transfer Agent and Registrar

Computershare, Ltd.

250 Royall Street

Canton, MA 02021
800.962.4284
303.262.0700
www.computershare.com

Corporate Headquarters

Powerwave Technologies, Inc.
1801 E. St. Andrew Place
Santa Ana, CA 92705
714.466.1000

888.797.9283 Main
714.466.5800 Fax
WWW.pOWerwave.com
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