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PART 1

As used in this report, unless the context suggests otherwise, the terms “we,” “our,” “ours,” “us,” and the Company refer to
Leap Wireless International, Inc., or Leap, and its subsidiaries and consolidated joint ventures, including Cricket
Communications, Inc., or Cricket. Unless otherwise specified, information relating to population and potential

customers, or POPs, is based on 2011 population estimates provided by Claritas Inc., a market research company.

Cautionary Statement Regarding Forward-Looking Statements

Except for the historical information contained herein, this report contains “forward-looking statements” within the
meaning of the Private Securities Litigation Reform Act of 1995. Such statements reflect management's current
forecast of certain aspects of our future. You can generally identify forward-looking statements by forward-looking
words such as “believe,” “think,” “may,” “could,” “will,” “estimate,” “continue,
and similar expressions in this report. Such statements are based on currently available operating, financial and
competitive information and are subject to various risks, uncertainties and assumptions that could cause actual results
to differ materially from those anticipated in or implied by our forward-looking statements. Such risks, uncertainties
and assumptions include, among other things:

EEINT3 29 ¢ 99 ¢l LR INT3

our ability to attract and retain customers in an extremely competitive marketplace;

the duration and severity of the current economic downturn in the United States and changes in economic conditions,
tncluding interest rates, consumer credit conditions, consumer debt levels, consumer confidence, unemployment rates,
energy costs and other macro-economic factors that could adversely affect demand for the services we provide;

the impact of competitors' initiatives;

our ability to successfully implement product and service plan offerings, expand our retail distribution and execute
effectively on our other strategic activities;

our ability to obtain and maintain roaming and wholesale services from other carriers at cost-effective rates;
our ability to maintain effective internal control over financial reporting;

our ability to attract, integrate, motivate and retain an experienced workforce, including members of senior
management;

future customer usage of our wireless services, which could exceed our expectations, and our ability to manage or
increase network capacity to meet increasing customer demand;

our ability to acquire additional spectrum in the future at a reasonable cost or on a timely basis;

our ability to comply with the covenants in any credit agreement, indenture or similar instrument governing any of our
existing or future indebtedness;

our ability to effectively manage and operate our joint venture in South Texas;

failure of our network or information technology systems to perform according to expectations and risks associated
with the upgrade or transition of certain of those systems, including our customer billing system; and

anticipate,” “intend,” “seek,” “plan,” “expec
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other factors detailed in “Part I - Item 1A. Risk Factors” below.

All forward-looking statements in this report should be considered in the context of these risk factors. These
forward-looking statements speak only as of the filing date of this report, and we undertake no obligation to publicly
update or revise any forward-looking statements, whether as a result of new information, future events or otherwise. In
light of these risks and uncertainties, the forward-looking events and circumstances discussed in this report may not
occur and actual results could differ materially from those anticipated or implied in the forward-looking statements.
Accordingly, users of this report are cautioned not to place undue reliance on the forward-looking statements.
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Item 1. Business
Overview

We are a wireless communications carrier that offers digital wireless services in the U.S. under the "Cricket®" brand.
Our Cricket service offerings provide customers with unlimited nationwide wireless services for a flat rate without
requiring a fixed-term contract or a credit check.

Cricket service is offered by Cricket, a wholly-owned subsidiary of Leap. Cricket service is also offered in South
Texas by our joint venture STX Wireless Operations, LLC, or STX Operations, which Cricket controls through a
75.75% controlling membership interest in its parent company STX Wireless, LLC, or STX Wireless. In addition,
Cricket owns an 85% non-controlling membership interest in Savary Island Wireless LLC, or Savary Island, which
holds wireless spectrum in the upper Midwest portion of the U.S. and which leases a portion of that spectrum to us.

Leap was formed as a Delaware corporation in 1998. Leap's shares began trading publicly in September 1998, and we
launched our innovative Cricket service in March 1999. Leap conducts operations through its subsidiaries and has no
independent operations or sources of income other than interest income and through dividends, if any, from its
subsidiaries.

Cricket Business Overview
Cricket Service

As of December 31, 2011, Cricket service was offered in 47 states and the District of Columbia across an extended
area covering approximately 289 million POPs. On December 31, 2011, we had approximately 5.9 million customers,
and we and Savary Island owned wireless licenses covering an aggregate of approximately 181.5 million POPs
(adjusted to eliminate duplication from overlapping licenses). The combined network footprint in our operating
markets covered approximately 95.3 million POPs as of December 31, 2011. The licenses we own provide 20 MHz of
coverage and the opportunity to offer enhanced data services in almost all markets in which we currently operate.

In addition to our Cricket network footprint, we have entered into roaming relationships with other wireless carriers
that enable us to offer Cricket customers nationwide voice and data roaming services over our extended service area.
We have also entered into a wholesale agreement which we use to offer Cricket services in nationwide retailers
outside of our current network footprint. These arrangements enable us to offer enhanced Cricket products and
services, continue to strengthen our growing retail presence in our existing markets and expand our distribution
nationwide. In 2011, we significantly expanded our nationwide sales presence by offering Cricket products and
services in thousands of additional mass-market retail locations, and we expect to continue expanding our distribution
in the future.

The foundation of our business is to provide unlimited, nationwide wireless services and to design and market our
products and services to appeal to customers seeking increased value. None of our services require customers to enter
into long-term commitments or pass a credit check. The service plans we currently offer are "all-inclusive," with
telecommunication taxes and certain fees included within the service plan price. We introduced these "all-inclusive"
service plans together with smartphones in August 2010 and we introduced our Muve Music® service in early 2011.
We believe these changes have made our services more attractive to customers, improved our competitive positioning
in the marketplace and improved our financial and operational performance. Since their introduction, these initiatives
have generally led to higher average monthly revenue per customer and lower customer turnover, although they have
also resulted in increased costs, including equipment subsidy for new and upgrading customers and incremental
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service costs. On balance, we believe that the changes we implemented to our product and service offerings have
strengthened our business and are leading to greater lifetime customer value.

We are continuing to pursue opportunities to strengthen and expand our business. We currently plan to deploy
next-generation LTE network technology across approximately two-thirds of our current network footprint over the
next two to three years. We successfully launched a commercial trial market in late 2011 and plan to cover up to
approximately 25 million POPs with LTE in 2012. Other current business investment initiatives include the ongoing
maintenance and development of our network and other business assets to allow us to continue to provide customers
with high-quality service. In addition, we plan to continue to strengthen and expand our distribution, including
through the wholesale agreement we have entered into. As we continue to expand the size and scope of our business,
we may enter into agreements with other vendors that contain significant purchase or revenue commitments to enable
us to obtain more favorable overall terms and conditions for attractive products and services. We may also pursue
other activities to build our business, which could be significant, and could include the launch of additional new
product and service offerings, the acquisition of additional spectrum through private transactions or FCC auctions, the
build-out and launch
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of new markets, entering into partnerships with others or the acquisition of all or portions of other wireless
communications companies or complementary businesses. We expect to continue to look for opportunities to optimize
the value of our spectrum portfolio. Because some of the licenses that we hold include large regional areas covering
both rural and metropolitan communities, we may seek to partner with others, sell some of this spectrum or pursue
alternative products or services to utilize or benefit from the spectrum not currently used for Cricket service. We
intend to be disciplined as we pursue any investment initiatives and to remain focused on our position as a low-cost
provider of wireless telecommunications.

Cricket Business Strategy

Target Customers in the Value Segment. Our Cricket products and services are designed to appeal to customers who
are seeking increased value. We provide unlimited nationwide voice, data and mobile broadband wireless services
with predictable billing without requiring customers to enter into long-term commitments or pass a credit check. The
foundation of our value proposition is our network, which provides wireless services to our customers at a lower cost
to us than many of our competitors. In addition, we seek to maintain low customer acquisition costs through focused
sales and marketing initiatives and cost-effective distribution strategies.

Continue to Develop Innovative and Value-Driven Products and Services. We continue to develop and evolve our
product and service offerings to better meet the needs of our target customer segments. For example, in 2010 we
introduced “all-inclusive” plans for our Cricket services and significantly expanded our handset and device lineup,
.which included the introduction of “smartphones.” In early 2011, we successfully launched Muve Music, an unlimited
music download service designed specifically for mobile handsets, which is now available in all Cricket markets. We
believe that these new service plans and product offerings have been attractive to customers and have improved our
competitive positioning in the marketplace. We expect to continue to develop our product and service offerings in
2012 and beyond.

Continue to Build our Brand and Strengthen and Expand Our Distribution. We are focused on building our brand
awareness in our markets and improving the productivity of our distribution system. Since our target customer base is
diversified geographically, ethnically and demographically, our marketing programs are designed to support local
customization in order to better target our advertising expenses. We have redesigned and re-merchandized our stores
to help improve customer experience and reinforce the value of the products and services we offer. To help strengthen
and expand our distribution, in 2011 we significantly expanded the number of premier dealer locations, which are
third party retail locations with the look and feel of company-owned stores. We also significantly expanded our
nationwide sales presence by offering Cricket products and services in thousands of additional nationwide retailer
locations during 2011, and we plan to continue to strengthen and expand our presence in these locations. We also
continue to target potential new customers through the internet.

Enhance Network Capacity and Service Coverage. As of December 31, 2011, the combined network footprint in our
operating markets covered approximately 95.3 million POPs. We continue to maintain and develop our network and
other business assets to allow us to continue to provide customers with high-quality service. We currently plan to
deploy next-generation LTE network technology across approximately two-thirds of our current network footprint
over the next two to three years. We successfully launched a commercial trial market in late 2011 and plan to cover up
¢0 approximately 25 million POPs with LTE in 2012. In addition to our Cricket network footprint, we have entered
into roaming relationships with other wireless carriers that provide Cricket customers with nationwide voice and data
roaming services over an extended service area covering approximately 289 million POPs. We have also entered into
a wholesale agreement which we use to offer Cricket services in nationwide retailers outside of our current network
footprint. These arrangements enable us to offer enhanced Cricket products and services, continue to strengthen our
growing retail presence in our existing markets and continue to expand our distribution nationwide.
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Cricket Business Operations
Products and Services

Cricket Wireless. Our Cricket Wireless service plans are designed to attract customers by offering simple, predictable
and affordable nationwide voice and data services that are a competitive alternative to traditional wireless and wireline
services. We offer service on a flat-rate, unlimited usage basis, without requiring fixed-term contracts, early
termination fees or credit checks.

Our most popular Cricket Wireless service plans bundle unlimited local and U.S. long distance service and unlimited
text messaging with mobile web, 411 services, navigation, data back-up and other features. The service plans we
currently offer are “all-inclusive,” with telecommunication taxes and certain fees included within the service plan price.
We also offer a flexible payment option, BridgePay™, which gives our customers greater flexibility in the use of and
payment for our Cricket Wireless service and which we believe helps us to retain customers.

10
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Cricket PAYGo™., Cricket PAYGo is a pay-as-you-go, unlimited prepaid wireless service designed for customers
who prefer the flexibility and control offered by traditional prepaid services. Daily and monthly pay-as-you-go
versions of our Cricket PAYGo product are available in all Cricket markets as well as through nationwide retailers.

Muve Music. In 2011, we launched Muve Music, our unlimited music download service in all Cricket markets. Muve
Music is the first unlimited music download service designed specifically for mobile handsets. The service is available
to customers as a feature in a number of our Cricket Wireless plans and is offered in all of the markets in which we
operate as well as through nationwide retailers. Muve Music had more than 500,000 customers at the end of 2011 and
is currently the second largest digital music subscription service in the U.S. We are currently exploring opportunities
to expand the distribution of the service into international markets.

Handsets and Devices. Our current handset portfolio includes a wide spectrum of handsets ranging from higher-end
“smartphones” to lower cost feature phones. Our portfolio of handsets provides features that include full web
capabilities, mobile web browsers, picture-enabled caller ID, high-resolution cameras with digital zoom and flash,
integrated FM radio and MP3 stereo, USB, infrared and Bluetooth connectivity, on-board memory and other features
to facilitate digital data transmission.

Cricket Broadband. Cricket Broadband is our unlimited mobile broadband service offering and allows customers to
access the internet through their computers for low, flat rates that vary depending upon the targeted amount of data
that a customer expects to use during the month. These service plans are also "all-inclusive" and do not require
long-term commitments or credit checks. The service is available in all Cricket markets as well as through nationwide
retailers. As a result of strong customer adoption of our smartphones and other new handsets and devices, we have
deemphasized our Cricket Broadband service and have experienced a substantial reduction in the number of customers
subscribing to this service.

We expect to continue to develop our product and service offerings in 2012 and beyond to better meet our customers'
needs.

Customer Care and Billing

Customer Care. We outsource our call center operations to multiple call center vendors to reduce the cost of
providing care to our customers, while maintaining the quality of our customer care.

Billing and Support Systems. We outsource our billing, device provisioning, and payment systems to external
vendors and also outsource bill presentment, distribution and fulfillment services. During recent years, we have
upgraded a number of our significant, internal business systems, including implementing a new inventory
management system, a new point-of-sale system and a new customer billing system. We believe that these new
systems will improve customer experience, increase our efficiency, enhance our ability to provide products and
services, support future scaling of our business and reduce our operating costs.

From time to time since the launch of our customer billing system in the second quarter of 2011, we have experienced
intermittent disruptions with certain aspects of the system, which have limited our ability to activate new customers
and to provide account services to current customers. We believe that these system issues have had the effect of
reducing our gross customer additions and increasing churn, and these system issues could impact customer additions
and churn in the first half of 2012. Although we believe we have largely identified the cause of these disruptions and
are implementing plans to remedy them, we cannot assure you that we will not experience additional disruptions with
our customer billing system in the future.

11



Edgar Filing: LEAP WIRELESS INTERNATIONAL INC - Form 10-K

Sales and Distribution

Our sales and distribution strategy is designed to continue to increase our market penetration, while minimizing
expenses associated with sales, distribution and marketing, by focusing on improving the sales process for customers,
and by offering easy-to-understand service plans and attractive device pricing and promotions. We believe our sales
costs are lower than traditional wireless providers in part because of this streamlined sales approach.

We sell our Cricket devices and service through direct and indirect channels of distribution. Our direct channel is
comprised of our own Cricket retail stores. As of December 31, 2011, we had approximately 220 direct locations,
which were responsible for approximately 22% of our gross customer additions in 2011. In addition, we continue to
target potential new customers through the internet. Some third party internet retailers also sell Cricket services over
the internet.

Our indirect channel consists of our authorized dealers and distributors, including premier dealers and local market
authorized dealers. Premier dealers are independent dealers that sell Cricket products exclusively in stores that look
and function similar to our company-owned stores, enhancing the in-store experience and the level of customer
service and expanding our brand presence

12
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within a market. Premier dealers tend to generate significantly more business than other indirect dealers. As of
December 31, 2011, we had approximately 4,200 indirect dealer locations, of which approximately 2,500 were
premier dealer locations. We plan to continue to increase the number of our premier dealer locations in 2012.

We also conduct indirect distribution through nationwide retailers. During 2011, we significantly expanded our
nationwide sales presence by offering Cricket products and services in thousands of additional nationwide retail
locations, and we expect to continue expanding our distribution through this channel in the future. As of December 31,
2011, Cricket products and services were offered in approximately 11,500 nationwide retail locations. “Top-up” cards
for our Cricket Broadband and Cricket PAYGo services are also available in approximately 6,000 convenience stores
and other indirect outlets.

We strategically select our direct and indirect retail locations to enable us to focus on our target customer
demographic and provide the most efficient market coverage while minimizing cost. As a result of our product design
and cost efficient distribution system, we have been able to acquire new customers at average costs that we believe are
significantly lower than most traditional wireless carriers. We have entered into agreements with other wireless
carriers to provide Cricket customers with nationwide voice and data roaming services over an extended service area
covering approximately 289 million POPs. In addition, we have entered into a wholesale agreement which we use to
offer Cricket services in nationwide retailers outside of our current network footprint. We believe that these
arrangements will enable us to continue to strengthen and expand our direct and indirect distribution channels.

We are focused on building and maintaining brand awareness in our markets and improving the productivity of our
distribution system. We combine mass and local marketing strategies to build brand awareness for Cricket service
within the communities we serve. In order to reach our target segments, we advertise primarily on television, radio
and online and also use out-of-home marketing (such as billboards). We also maintain the Cricket website
(www.mycricket.com) for informational, e-commerce and customer service purposes. As a result of these strategies,
we believe that our marketing and advertising expenditures are generally much lower than those of traditional wireless
carriers.

Network and Operations

We believe our success depends on operating a network that provides our customers with high-quality coverage,
capacity and data speeds and that can be readily upgraded to support enhanced capacity. As a result, we have deployed
a high-quality CDMA2000® 1xRTT, or CDMA 1xRTT, and CDMA2000 1XxEV-DO, or EvDO, network in each of our
markets that delivers outstanding quality, capacity and high-speed data services. In operating our network, we monitor
quality metrics, including dropped call rates and blocked call rates.

We design our networks to provide voice and data services at costs that we believe are substantially lower than most
traditional wireless carriers. Our networks provide high quality, concentrated coverage and capacity in local
population centers serving the areas where our customers live, work and play. During 2011, we continued to enhance
network capacity in many of our markets. We plan to continue to maintain and develop our network and other
business assets to allow us to continue to provide customers with high-quality service. In addition, we currently plan
to deploy next-generation LTE network technology across approximately two-thirds of our current network footprint
over the next two to three years. We successfully launched a commercial trial market in late 2011 and plan to cover up
to approximately 25 million POPs with LTE in 2012.

As of December 31, 2011, our wireless network consisted of approximately 9,500 cell sites (most of which are
co-located on leased facilities) and 32 switches in 26 switching centers. A switching center serves several purposes,
including routing calls, supervising call originations and terminations at cell sites, managing call handoffs and access
to and from the public switched telephone network, or PSTN, and other value-added services. These locations also

13
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house platforms that enable services including text messaging, picture messaging, voice mail and data services. We
rely upon a network operations center, or NOC, to provide dedicated monitoring capabilities 24 hours a day, every day
of the year, to ensure highly reliable service to our customers. We have outsourced the operation of our NOC to a third
party in order to improve monitoring and reporting functions and to reduce costs associated with these operations.

Our switches connect to the PSTN through fiber rings leased from third party providers which facilitate the first leg of
origination and termination of traffic between our equipment and both local exchange and long distance carriers. We
have negotiated interconnection agreements with relevant exchange carriers in each of our markets. We use third party
providers for long distance services and for backhaul services carrying traffic between our cell sites and switching
centers.

14
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Cricket Joint Ventures and Designated Entities
Savary Island Venture

Cricket owns an 85% non-controlling membership interest in Savary Island, which holds wireless spectrum in the
upper Midwest portion of the U.S. and which leases a portion of that spectrum to us. Cricket service was previously
offered in greater Chicago and Southern Wisconsin by Denali Spectrum, LLC, or Denali, an entity in which we owned
an 82.5% non-controlling membership interest. On December 27, 2010, immediately prior to Cricket's purchase of the
remaining 17.5% controlling membership interest in Denali that it did not previously own, Denali contributed all of its
wireless spectrum outside of its Chicago and Southern Wisconsin operating markets and a related spectrum lease to
Savary Island, a newly formed venture, in exchange for an 85% non-controlling membership interest. Savary Island
acquired this spectrum as a “very small business” designated entity under FCC regulations. Ring Island Wireless, LLC,
or Ring Island, contributed $5.1 million of cash to Savary Island in exchange for a 15% controlling membership
interest. On March 31, 2011, Denali and its subsidiaries were merged with and into Cricket, with Cricket as the
surviving entity.

On November 3, 2011, Savary Island entered into a license purchase agreement with Cellco Partnership d/b/a Verizon
Wireless, or Verizon Wireless, to sell Advanced Wireless Services, or AWS, spectrum in various markets to Verizon
Wireless for $172 million. Savary Island has agreed to use substantially all of the proceeds from this sale to prepay a
portion of indebtedness owed to Cricket at the closing of the transaction. The closing of the transaction is subject to
customary closing conditions, including the consent of the FCC. The wireless licenses to be sold by Savary Island to
Verizon Wireless have been classified as assets held for sale at their carrying value of $85.2 million in our
consolidated balance sheet as of December 31, 2011.

For more information regarding our ownership in and arrangements with Savary Island, as well as the license
purchase agreement it has entered into with Verizon Wireless, see “Part II - Item 7. Management's Discussion and
Analysis of Financial Condition and Results of Operations - Liquidity and Capital Resources - Capital Expenditures,
Significant Acquisitions and Other Transactions.”

STX Wireless

Cricket service is offered in South Texas by our joint venture STX Operations. Cricket controls STX Operations
through a 75.75% controlling membership interest in its parent company STX Wireless. In October 2010, we and
various entities doing business as Pocket Communications, or Pocket, contributed substantially all of our respective
wireless spectrum and operating assets in the South Texas region to STX Wireless to create a joint venture to provide
Cricket service in the South Texas region. In exchange for such contributions, Cricket received a 75.75% controlling
membership interest in STX Wireless and Pocket received a 24.25% non-controlling membership interest. The joint
venture strengthens our presence and competitive positioning in the South Texas region and has a network footprint
covering approximately 4.4 million POPs.

For more information regarding our ownership in and arrangements with STX Wireless, see ‘“Part II - Item 7.
Management's Discussion and Analysis of Financial Condition and Results of Operations - Liquidity and Capital
Resources - Capital Expenditures, Significant Acquisitions and Other Transactions.”

Competition

The wireless telecommunications industry is very competitive. In general, we compete with national facilities-based

wireless providers and their prepaid affiliates or brands, local and regional carriers, non-facilities-based mobile virtual
network operators, or MVNOs, voice-over-internet-protocol service providers, traditional landline service providers,
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cable companies, and mobile satellite service providers.

Many of our competitors have greater name and brand recognition, larger spectrum holdings, larger footprints, access
to greater amounts of capital, greater technical, sales, marketing and distribution resources and established
relationships with a larger base of current and potential customers. These advantages may allow our competitors to
provide service offerings with more extensive features and options than those we currently provide, offer the latest and
most popular devices through exclusive vendor arrangements, market to broader customer segments and offer service
over larger geographic areas than we can, offer bundled service offerings which include landline phone, television and
internet services that we are not able to duplicate, and purchase equipment, supplies, devices and services at lower
prices than we can. As device selection and pricing become increasingly important to customers, any restriction on our
ability to offer customers the latest and most popular devices as a result of exclusive dealings between device
manufacturers and our larger competitors could put us at a significant competitive disadvantage and make it more
difficult for us to attract and retain customers. In addition, some of our competitors are able to offer their customers
roaming services at lower rates. As consolidation in the industry creates even larger competitors, advantages that our
competitors may have, as well as their bargaining power as wholesale providers of roaming services, may increase.
For example, in connection with the
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offering of our nationwide voice and data roaming services, we have encountered problems with certain large wireless
carriers in negotiating terms for roaming arrangements that we believe are reasonable, and we believe that
consolidation has contributed significantly to some carriers' control over the terms and conditions of wholesale
roaming services.

The competitive pressures of the wireless telecommunications industry and the attractive growth prospects in the
prepaid segment have continued to increase and have caused a number of our competitors to offer
competitively-priced unlimited prepaid and postpaid service offerings or increasingly large bundles of minutes of use
at increasingly lower prices, which are competing with the predictable and unlimited Cricket Wireless service plans.
For example, AT&T, Sprint Nextel, T-Mobile and Verizon Wireless each now offer unlimited service offerings.
Sprint Nextel also offers competitively-priced unlimited service offerings under its Boost Unlimited and Virgin
Mobile brands, which are similar to our Cricket Wireless service. T-Mobile also offers an unlimited plan that is
competitively priced with our Cricket Wireless service. In addition, a number of MVNOs offer competitively-priced
service offerings. For example, Tracfone Wireless sells wireless offerings in Wal-Mart under its “Straight Talk” brand
using a number of other carriers' wireless networks. We also face additional competition in the prepaid segment from
lifeline service offerings by competitors including Tracfone (through its SafeLink offerings) and Sprint Nextel
(through its Assurance Wireless offerings). Lifeline services are available to consumers at reduced costs (and in some
cases at no cost) because carriers offering this service receive a subsidy payment from the federal Universal Service
Fund program. Moreover, some competitors offer prepaid wireless plans that are being advertised heavily to the same
demographic segments we target. These various service offerings have presented, and are expected to continue to
present, strong competition in markets in which our offerings overlap.

In addition to our voice offerings, many companies offer other products and services that compete with those we offer.
For example, there are numerous music services that compete with our Muve Music service, including the iTunes
service offered by Apple, Inc. and various streaming services offered by Rhapsody, Pandora, Spotify and others. In
addition, there are a number of mobile broadband services that compete with our Cricket Broadband service, including
those offered by AT&T, Sprint Nextel, T-Mobile and Verizon Wireless. In addition, Clearwire Corporation has
launched unlimited 4G wireless broadband service in a number of markets in which we offer Cricket Broadband. Best
Buy also offers a mobile broadband product using Sprint's wireless network. These service offerings have presented,
and are expected to continue to present, strong competition in markets in which our service offerings overlap.

We may also face additional competition from new entrants in the wireless marketplace, many of whom may have
significantly more resources than we do. The FCC is pursuing policies designed to increase the number of wireless
licenses and spectrum available for the provision of voice, data and mobile broadband services in each of our markets,
as well as policies to increase the level of intermodal broadband competition. For example, the FCC has adopted rules
that allow the partitioning, disaggregation and leasing of wireless licenses, which may increase the number of our
competitors. The FCC announced in March 2010, as part of its National Broadband Plan, the goal of making an
additional 500 MHz of spectrum available for broadband use within the next ten years, of which the FCC stated that
300 MHz should be made available for mobile use within five years. The FCC has also adopted policies to allow
satellite operators to use portions of their spectrum for ancillary terrestrial use and recently made further changes
intended to facilitate the terrestrial use of this spectrum for voice, data and mobile broadband services. Taking
advantage of such developments, at least one new entrant, LightSquared, has announced plans to launch a new
wholesale, nationwide 4G-LTE wireless broadband network integrated with satellite coverage to allow partners to
offer terrestrial-only, satellite-only or integrated satellite-terrestrial services to their customers. The FCC has also
permitted the offering of broadband services over power lines. The auction and licensing of new spectrum, the
re-purposing of other spectrum or the pursuit of policies designed to encourage broadband adoption across wireline
and wireless platforms may result in new or existing competitors acquiring additional spectrum, which could allow
them to offer services that we may not be able to offer cost-effectively, or at all, with the licenses we hold or to which
we have access.
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Our ability to remain competitive will depend, in part, on our ability to anticipate and respond to various competitive
factors and to keep our costs low. We substantially revised our product and service offerings beginning in the second
half of 2010 to respond to the evolving competitive landscape, including revising the features of a number of our
Cricket service offerings, offering “all-inclusive” service plans, eliminating certain late fees we previously charged to
customers who reinstated their service after having failed to pay their monthly bill on time, entering into a new
wholesale agreement and nationwide data roaming agreement and offering “smartphones” and other new handsets and
devices. We believe that these changes to our business have made our product and service offerings more attractive to
customers, improved our competitive positioning in the marketplace and improved our financial and operational
performance. Since their introduction, these initiatives have generally led to higher average monthly revenue per
customer and lower customer turnover, although they have also resulted in increased costs, including equipment
subsidy for new and upgrading customers and incremental service costs. The extent to which these initiatives will
positively impact our future financial and operational results will depend upon continued customer acceptance of our
product and service offerings and our ability to retain these customers. The evolving competitive landscape may result
in more competitive pricing, slower growth, higher costs and increased customer turnover. Any of these results or
actions could have a material adverse effect on our business, financial condition and operating results.
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Government Regulation

Pursuant to its authority under the Communications Act of 1934, as amended, or the Communications Act, the FCC
regulates the licensing, construction, modification, operation, ownership, sale and interconnection of wireless
communications systems, as do some state and local regulatory agencies. Congress also periodically revises or enacts
laws affecting the telecommunications industry, as do state legislatures. Decisions by these bodies could have a
significant impact on the competitive market structure among wireless providers and on the relationships between
wireless providers and other carriers. These mandates may also impose significant financial, operational or service
obligations on us and other wireless providers. We are unable to predict the scope, pace or financial impact of legal or
policy changes that could be adopted in these proceedings.

Licensing of our Wireless Service Systems

We hold broadband Personal Communications Services, or PCS, licenses, and we and Savary Island hold AWS
licenses. The licensing rules that apply to these two services are summarized below.

PCS Licenses. A broadband PCS system operates under a license granted by the FCC for a particular market on one
of six frequency blocks allocated for broadband PCS. Broadband PCS systems generally are used for two-way voice
and data applications. Narrowband PCS systems, in contrast, generally are used for non-voice applications such as
paging and data service and are separately licensed. The FCC has segmented the U.S. PCS markets into 51 large
regions called major trading areas, or MTAs, which in turn are comprised of 493 smaller regions called basic trading
areas, or BTAs. The FCC awards two broadband PCS licenses for each MTA and four licenses for each BTA. Thus,
generally, six PCS licensees are authorized to compete in each area. The two MTA licenses authorize the use of

30 MHz of spectrum. One of the BTA licenses is for 30 MHz of spectrum, and the other three BTA licenses are for
10 MHz each. The FCC permits licensees to split their licenses and assign a portion to a third party on either a
geographic or frequency basis or both. Over time, the FCC has also further split licenses in connection with
re-auctions of PCS spectrum, creating additional 15 MHz and 10 MHz licenses.

All PCS licensees must satisfy minimum geographic coverage requirements within five and, in some cases, ten years
after the license grant date. These initial requirements are met for most 10 MHz licenses when a signal level sufficient
to provide adequate service is offered to at least one-quarter of the population of the licensed area within five years, or
in the alternative, a showing of substantial service is made for the licensed area within five years of being licensed.
For 30 MHz licenses, a signal level must be provided that is sufficient to offer adequate service to at least one-third of
the population within five years and two-thirds of the population within ten years after the license grant date. In the
alternative, 30 MHz licensees may provide substantial service to their licensed area within the appropriate five- and
ten-year benchmarks. “Substantial service” is defined by the FCC as service which is “sound, favorable, and substantially
above a level of mediocre service which just might minimally warrant renewal.” In general, a failure to comply with
FCC coverage requirements could cause the revocation of the relevant wireless license, with no eligibility to regain it,
or the imposition of fines and/or other sanctions.

All PCS licenses have a 10-year term, at the end of which they must be renewed. Our PCS licenses began expiring in
2006 and will continue to expire through 2015. The FCC's rules provide a formal presumption that a PCS license will
be renewed, called a “renewal expectancy,” if the PCS licensee (1) has provided “substantial service” during its past
license term, and (2) has substantially complied with applicable FCC rules and policies and the Communications Act.
If a licensee does not receive a renewal expectancy, then the FCC will accept competing applications for the license
renewal period and, subject to a comparative hearing, may award the license to another party. If the FCC does not
acknowledge a renewal expectancy with respect to one or more of our licenses, or renew one or more of our licenses,
our business may be materially harmed.
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AWS Licenses. Recognizing the increasing consumer demand for wireless mobile services, the FCC has allocated
additional spectrum that can be used for two-way mobile wireless voice, data and broadband services, including AWS
spectrum. The FCC has licensed six frequency blocks consisting of one 20 MHz license in each of 734 cellular market
areas, or CMAs; one 20 MHz license and one 10 MHz license in each of 176 economic areas, or EAs; and two

10 MHz licenses and one 20 MHz license in each of 12 regional economic area groupings, or REAGs. The FCC
auctioned these licenses in Auction #66. In that auction, we purchased 99 wireless licenses for an aggregate purchase
price of $710.2 million. Denali also acquired one wireless license in April 2007 through a wholly-owned subsidiary
for a net purchase price of $274.1 million. This license was partitioned in December 2010, with Denali retaining the
spectrum in its Chicago and Southern Wisconsin operating markets and the remainder of the spectrum being
contributed and assigned to wholly-owned subsidiaries of Savary Island.
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AWS licenses generally have a 15-year term, at the end of which they must be renewed. With respect to construction
requirements, an AWS licensee must offer “substantial service” to the public at the end of the license term. As noted
above, a failure to comply with FCC coverage requirements could cause the revocation of the relevant wireless
license, with no eligibility to regain it, or the imposition of fines and/or other sanctions.

Portions of the AWS spectrum that we and Denali were awarded in Auction #66 were subject to use by

U.S. government and/or incumbent commercial licensees. The FCC rules issued in connection with Auction #66
require winning bidders to avoid interfering with existing users or to clear incumbent users from the spectrum through
specified relocation procedures. In connection with the launch of new markets, we and Denali worked with several
incumbent government and commercial licensees to clear AWS spectrum. In the event that we or Savary Island
determine to launch additional new markets in the future using AWS spectrum, or to enhance network coverage or
capacity in other markets currently in operation, we and Savary Island may need to pursue further spectrum clearing
efforts. Any failure to complete these efforts on time or on budget could delay the implementation of any clustering
and expansion strategies that we or Savary Island may decide to pursue.

Designated Entities. Since the early 1990's the FCC has pursued a policy in wireless licensing of attempting to assist
various types of designated entities. The FCC generally has determined that designated entities who qualify as small
businesses or very small businesses, as defined by a complex set of FCC rules, can receive additional benefits. These
benefits can include eligibility to bid for certain licenses set aside only for designated entities. For example, the FCC's
spectrum allocation for PCS generally includes two licenses, a 30 MHz C-Block license and a 10 MHz F-Block
license, which are designated as “Entrepreneurs' Blocks.” The FCC generally required holders of these licenses to meet
certain maximum financial size qualifications for at least a five-year period. In addition, designated entities are
eligible for bidding credits in most spectrum auctions and re-auctions (which has been the case in all PCS auctions to
date, and was the case in Auction #66), and, in some cases, an installment loan from the federal government for a
significant portion of the dollar amount of the winning bids (which was the case in the FCC's initial auctions of
C-Block and F-Block PCS licenses). A failure by an entity to maintain its qualifications to own licenses won through
the designated entity program could cause a number of adverse consequences, including the ineligibility to hold
licenses for which the FCC's minimum coverage requirements have not been met, and the triggering of FCC unjust
enrichment rules, which could require the recapture of bidding credits and the acceleration of any installment
payments owed to the U.S. Treasury.

The FCC has implemented rules and policies to ensure that only legitimate small businesses benefit from the program,
and that such small businesses are not controlled or manipulated by larger wireless carriers or other investors that do
not meet the small business qualification tests. For example, designated entity structures are subject to a requirement
that they seek approval for any event that might affect their ongoing eligibility (for example, changes in agreements
that the FCC has previously reviewed), annual reporting requirements and a commitment by the FCC to audit each
designated entity at least once during the license term. While we believe that our Savary Island venture is in
compliance with these rules, we cannot predict whether and to what extent the FCC will seek to further modify the
designated entity rules. In addition, third parties and the federal government have in the past challenged certain
designated entity structures, alleging violations of federal qui tam and other laws and seeking significant monetary
damages. We cannot predict the degree to which rule changes, federal court litigation surrounding designated entity
structures, increased regulatory scrutiny or third party or government lawsuits will affect our current or future business
ventures, including our arrangements with Savary Island, or our or Savary Island's current license holdings or our
participation in future FCC spectrum auctions.

Foreign Ownership. Under existing law, no more than 20% of an FCC licensee's capital stock may be owned, directly
or indirectly, or voted by non-U.S. citizens or their representatives, by a foreign government or its representatives or
by a foreign corporation. If an FCC licensee is controlled by another entity (as is the case with Leap's ownership and
control of subsidiaries that hold FCC licenses), up to 25% of that entity's capital stock may be owned or voted by
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non-U.S. citizens or their representatives, by a foreign government or its representatives or by a foreign corporation.
Foreign ownership above the 25% holding company level may be allowed if the FCC finds such higher levels
consistent with the public interest. The FCC has ruled that higher levels of foreign ownership, even up to 100%, are
presumptively consistent with the public interest with respect to investors from certain nations. If our foreign
ownership were to exceed the permitted level, the FCC could revoke our wireless licenses, although we could seek a
declaratory ruling from the FCC allowing the foreign ownership or could take other actions to reduce our foreign
ownership percentage in order to avoid the loss of our licenses. We have no knowledge of any present foreign
ownership in violation of these restrictions.

Transfer and Assignment. The Communications Act and FCC rules require the FCC's prior approval of the
assignment or transfer of control of a commercial wireless license, with limited exceptions. The FCC may prohibit or
impose conditions on assignments and transfers of control of licenses. Non-controlling membership interests in an
entity that holds a wireless license generally may be bought or sold without FCC approval. Although we cannot assure
you that the FCC will approve or act in a timely fashion upon any pending or future requests for approval of
assignment or transfer of control applications that we file, in general we believe the FCC will approve or grant such
requests or applications in due course. Because an FCC license is necessary
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to lawfully provide wireless service, if the FCC were to disapprove any such filing, our business plans would be
adversely affected.

As of January 1, 2003, the FCC no longer imposes a capped limit on the amount of PCS and other commercial mobile
radio spectrum that an entity may hold in a particular geographic market. The FCC now engages in a case-by-case
review of transactions that involve the consolidation of spectrum licenses or leases and applies a more flexible
spectrum “screen” in examining such transactions.

A C-Block or F-Block PCS license may be transferred to non-designated entities once the licensee has met its
five-year coverage requirement. Such transfers will remain subject to certain costs and reimbursements to the
government of any bidding credits or outstanding principal and interest payments owed to the FCC. AWS licenses
acquired by designated entities in Auction #66 may be transferred to non-desi