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CAUTIONARY STATEMENT RELATED TO FORWARD LOOKING STA TEMENTS

This Quarterly Report on Form 10-Q includes forwdodking statements as defined within Section 2f7the Securities Act of
1933, as amended, and Section 21E of the Secutkelsange Act of 1934, as amended, relating tormeeerevenue composition,
market and economic conditions, demand and pritiegds, future expense levels, competition and tir@rospects in our industry,
trends in average selling prices and gross margpreduct and infrastructure development, market alednand acceptance, the
timing of and demand for next generation productsstomer relationships, tax rates, employee retejche timing of and cost
savings from restructuring activities, restructugicharges, and the level of expected future capital research and development
expenditures. Such forward-looking statements ased on the beliefs of, estimates made by, andmattmon currently available to
Powerwave Technologies, Inc.’s (“Powerwave” or tli@ompany”) management and are subject to certasks, uncertainties and
assumptions. Any other statements contained hgiegiuding without limitation statements to theeeff that Powerwave or
management “estimates,” “expects,” “anticipates,”’plans,” “believes,” “projects,” “continues,” “may,” “will,” “could,” or
“would” or statements concerning “potential” or “oportunity” or variations thereof or comparable teimology or the negative
thereof) that are not statements of historical fast also forward-looking statements. The actuautes of Powerwave may vary
materially from those expected or anticipated iasth forward-looking statements. The realizatioaumh forward-looking statements
may be impacted by certain important unanticipatectors, including those discussed under PartdmtlA, Risk Factors. Because
of these and other factors that may affect Poweelagperating results, past performance shouldb®tonsidered as an indicator
of future performance, and investors should nothistrical results to anticipate results or trenidsfuture periods. We undertake no
obligation to publicly release the results of amyisions to these forward-looking statements thay e made to reflect events or
circumstances after the date hereof or to refléet dccurrence of unanticipated events. Readerslghmarefully review the risk
factors described in this and other documents Baterwave files from time to time with the Seasititnd Exchange Commission,
including subsequent Current Reports on Form 8-Kaerly Reports on Form 10-Q and Annual Report$-orm 10-K.

”ou "o

HOW TO OBTAIN POWERWAVE SEC FILINGS

All reports filed by Powerwave with the SEC areiklde free of charge via EDGAR through the SEC sitebat www.sec.gov.
In addition, the public may read and copy materfded by the Company with the SEC at the SEC’dipugference room located at
100 F Street, N.E., Washington, D.C. 20549. Poweenaso provides copies of its Forms 8-K, 10-KQ@,(Proxy Statement Annual
Report, and amendments thereto, at no charge &stovs upon request and makes electronic copiés ofost recently filed reports
available through its website at www.powerwave.esnsoon as reasonably practicable after filing sowdterial with the SEC.



PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
POWERWAVE TECHNOLOGIES, INC.

CONSOLIDATED BALANCE SHEETS
(Unaudited)
(In thousands, except share data)

July 4, January 3,
2010 2010
ASSETS
Current assets:
Cash and cash equUIVAIENTS ............uuiii e eees $ 61,43¢ $ 60,43¢
RS L To1 (=T o= L] o O PRTRPR 884 2,60(
Accounts receivable, net of allowance for salesrret and doubtful accounts of $7,57
aNd $8,349, rESPECHVEIY ......coiiieiiiee e s sttt e ettt eee e et e e e e e eeeeeas 141,77" 142,94¢
T Y7=T 1 (] =R URRRPP 55,80¢ 60,54«
Prepaid expenses and other CUITeNt ASSELS ....cccceeiiiiiiiiiiiiiiiiiieeeeeeeee e 28,55t 21,33¢
Deferred INCOME tAXES ......iiiiiiiiieie e ettt e e e e e e e e e s e e e s s s aeeaas 6,44¢ 6,44¢
TOtal CUIMTENT ASSELS ... ettt e e s 294,90° 294,31!
Property, plant and equIpmMENt, NEL ..o mmren e eae e 81,33% 89,88:
L@ (g1 g T oY £ PP PPPPPRPRPP 5,68¢ 5,65¢
TOT AL ASSET S ..iiiiiiieiiittte ettt ettt et e e ettt e e e sttt e e e s e s bbbt e eseaamsbeeeeeessnnnnneeeeas $ 381,93 $ 389,85
LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)
Current liabilities:
ACCOUNES PAYADIE.......viiiiiiiie ettt e be e s be e s are e erae e $ 86,94« $ 81,83(
Accrued payroll and employee benefitS....... oo 13,74¢ 11,32:
Accrued reStrUCLUNING COSES .....ciiiiieeirtemmmmmr e e e eeeereeeeeeeeeessessssssanneenrrrrrrreeeaeeaeeeesennn 863 1,80z
Accrued expenses and other current li@abilitieS. ..., 23,757 23,94¢
Total current Iabilities. .........ooi i e 125,31: 118,90:
(] aTo I =1 g 410 [=] o} PP TR 273,28( 268,98:
Other lIADIIILIES .....oeeeeeeei ettt e et e e e e e e e e e e nr e e e e e e aaaaaaaaaaeaaaan 1,30¢ 1,35¢
Total lIADIltIES ... 399,89¢ 389,24(
Commitments and contingencies (Notes 8 and 9)
Shareholders’ equity (deficit):
Preferred Stock, $0.0001 par value, 5,000,000 stearthorized and no shares issuec
(o101 653 7= g T L1 o SRR — —
Common Stock, $0.0001 par value, 250,000,000 sleautt®rized, 132,757,840 and
132,357,287 shares issued and outstanding, resp§Cti...............oooviiiiicmmeeeeeen. 821,65! 825,35
Accumulated other comprehensive INCOME ... e e oo e ee i, 6,23 10,52:
Accumulated defiCit.......uiiiiiiiiiee e (845,85¢) (835,26¢)
Net shareholders’ equity (AefiCit) ...........emmemreeeeeiiie e e (17,96¢) 612
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)..ccccoiiiiiiieeeiiiieieeees $ 381,93 $ 389,85.

The accompanying notes are an integral part ottbeasolidated financial statements.



POWERWAVE TECHNOLOGIES, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(In thousands, except per share data)

Three Months Ended

Six Months Ended

July 4, June 28, July 4, June 28,
2010 2009 2010 2009

NEE SAIES ..vvvieee e ittt e e e e et e e e s st r e e e s nnam e nn e es $ 144,580 $ 136,110 $ 259,053 $ 285,855
Cost of sales:

COSE Of GOOUS. ... eeaaaa s 101,886 99,587 186,527 214,548

Intangible asset amOortization ...............cceeemeeiieeieeeeie e — 623 — 1,247

Restructuring and impairment Charges........ccoovveceennieeee e, 705 2 726 1,410

Total COSt OFf SAIES ....coievieieeee e 102,591 100,212 187,253 217,205

LC 1L o] (o] 1 R TOPPPRRP 41,989 35,898 71,800 68,650
Operating expenses:

Sales and Marketing...........uuuuuueeeeeiis e e e e eeenreeerneraeereeeeees 8,362 8,854 17,758 18,595

Research and development..............uuviimceeeecriiniiiniiiiieeeee e s e 15,685 14,592 29,961 29,740

General and admMiNISrAtiVE ...............vee e e et 11,302 12,752 22,576 24,851

Intangible asset amOortization ...............ueemmemeereeeeeeeeeeeiiesiesreeeesa — 207 — 534

Restructuring and impairment Charges........cceooviaceeeniiieeeeeeenneen, 214 151 560 1,649

Total operating EXPENSES........uuvruriririieieeeeeeeieeeiesseeeenreerenensmnn s 35,563 36,556 70,855 75,369

Operating iNCOME (I0SS) .....ccciiiuriiiiiie i ieeee ettt 6,426 (658) 945 (6,719)
Other iNCome (EXPENSE), NEL ... et e e e e (4,564) 2,499 (8,137) 5,658
Income (10sS) before INCOME tAXES.......iiiieecceeei it e 1,862 1,841 (7,192) (1,061)
Income tax provision (DENEit) ...........ooiimmmmee e i i 1,638 (718) 3,402 752
NEL INCOME (I0SS) ..eevveeiiieiiiieiiieestremrrem e e eteesteesteesbeesteesteesnbeeseeenaeesneenens $ 224 % 2,559 $ (10,594) $ (1,813)
Basic earnings (10SS) Per Share: ... e eeveeeeiiee e 0.00 $ 0.02 $ (0.08) $ (0.01)
Diluted earnings (I0SS) PEr SNAre: .........ccecceerieeiiieiie e see e memmmee e $ 0.00 $ 0.02 $ (0.08) $ (0.01)
Shares used in the computation of earnings (lcss}ipare:

BaSIC ..ttt e e e e e 132,609 131,654 132,516 131,572

D1 0] 1= PSPPI 135,340 134,447 132,516 131,572

The accompanying notes are an integral part ottbeasolidated financial statements.



POWERWAVE TECHNOLOGIES, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
(Unaudited)
(In thousands)

Three Months Ended Six Months Ended
July 4, June 28, July 4, June 28,
2010 2009 2010 2009
NEt INCOME (I0SS) ...uvviiiiiriie ittt mreee e et s e s e e eare e e ar e e e enea e $ 224 $ 2559 $ (10,594) $ (1,813
Other comprehensive income (loss):
Foreign currency translation adjustments, net ofine taxes..................... (1,898) 1,648 (4,285) (1,71p
Comprehensive iNCOME (I0SS) ....icvuviivireiieeseeesee e e sieeseesbe e sreesaeesaeesne e $ (1,674 $ 4207% (14,879) $ (3,529

The accompanying notes are an integral part ottbeasolidated financial statements.



POWERWAVE TECHNOLOGIES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(In thousands)

Six Months Ended

July 4, June 2¢,
2010 200¢
CASH FLOWS FROM OPERATING ACTIVITIES:
NEBE LOSS 1.ttt ettt i e ettt e et e e et e e ebb e e sate e eaee e et b e eneaetbeesaeeesbeeeetbeeeateeeteeeteas $ (10,594) $ (1,813
Adjustments to reconcile net loss to net cash piexbiby (used in) operating activities:
(=T 0] (=T o1 = L1 o 1P EEUPPRRPR 9,162 9,751
F Y1410 ] (4= (1o ] o [OOSR USRI 2,925 5,282
Non-cash restructuring and impairment charges..........ccccvvvviii e, 1,286 3,059
Provision for sales returns and doubtful CCOUNS mn...co.vvveiiiiiienic e 1,077 1,672
Provision for excess and 0bSOlete INVENTOMES o vieivvviiiiiie e 4,857 4,371
Compensation costs related to stock-based awardS ........ccccccceiiiiiiiiiiiiieeee. 1,741 2,186
Gain on repurchase of convertible debt ... (85) (9,767
Gain on exchange of convertible debt ... (483) —
Gain on disposal of property, plant and equipment ................cuueeiiiiiiiiiee e, (221) (84)
Gain on settlement of IIgatioN ........ooi i — (645)
Changes in operating assets and liabilities, natqtiisitions:
ACCOUNLS rECEIVANIE ... 334 48,044
T 1YY 01 (0 =S (1,960 3,416
Prepaid expenses and other CUITeNt aSSELS .ceeeueeeiviiiiiiiiiiiiiieieeeee e (8,412 725
ACCOUNES PAYADIE. ... .uiiiiiiiiiiiie e r e e e e e e e e e s e e s e e e annnnes 3,674 (42,009
Accrued expenses and other current llabilitieS............uvvevvieiieiiiii e 1,515 (18,699
Other NON-CUIMTENE ASSELS ......vviiiiiiiie s seeeecmr ettt e e 7 538
Other NOFCUITENt IabilitiE........vvii e e (43) 89
Net cash provided by operating activities 4,780 6,124
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of property, plant and eqUIPMENt .. ..ccooae it (1,900 (3,246
TS 1 Tox (Yo [ o= T o TSRO 1,716 909
Proceeds from the sale of property, plant and Q@I ............cooooiiiieeiiiiiiie e 266 323
Acquisitions, Net Of CAS ACHUIL...........uuuiiiiiiiiiiii et — 1,96(
Net cash provided by (used in) investing actiVitieS. ..........ccccceeeeeeeiniiiniiees 76 (54)
CASH FLOWS FROM FINANCING ACTIVITIES:
DEDE ISSUANCE COSES ...ttt ettt ettt e e e e e e e e e e e e nnneben b s eeeeeeees (1,23 (1,309
Proceeds from stock-based compensation arrangements............ooooviiiiiiiiviiiieeiieeeeeenn 399 131
Repurchase of COMMON STOCK ..........uuuuiiiimmmercr e e e e e e e e e e s e e e ee e s e e s e e eennennes (12) (2)
Retirement of [0N-term dek..........cooviii i (2,68%) (12,44%)
Net cash used in financing activities .......cccccce oo (3,561) (13,62))
EFFECT OF EXCHANGE RATES ON CASH AND CASH EQUIVALEMS .........coovvviveeeennnns (299) 487
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT ......ccccviveeiiiiiiiiee e 996 (7,069
CASH AND CASH EQUIVALENTS, beginning of Period..........cccccevviiiiireeeiiiiiiiee e cciiiiiee e 60,439 46,906
CASH AND CASH EQUIVALENTS, end Of Period.......ccceiveiiiiiiiiieeiiiiiiieee e $ 61,435 $ 39,842
SUPPLEMENTAL CASH FLOW INFORMATION:
Cash paid for:
INEEIESE EXPENSE ..cocciiiiiiiee e e e ettt eteeee e e e e ettt e e e e e e et e e e e e e e ettt e e e e e e saneeeeesantbneeeeeeannreeas $ 4,425 $ 4,713
INCOIME TAXES ...ttt etttk ettt et h e re ekttt b ettt esae e et be e e bt e eab e $ 6419 $ 3,014
SUPPLEMENTAL SCHEDULE OF NON-CASH ACTIVITIES:
Unpaid purchases of property and €qUIPMENT..........uuuiiririiiieiiereee e s e s sesseeneeeeeeeeeeeeeas $ 332 $ 124
Exchange of 1.875% Convertible Subordinated Notes2024 (see Note 4).........ccccvvveeeee. $.. 60,000 $ —

The accompanying notes are an integral part ottbeasolidated financial statements.



POWERWAVE TECHNOLOGIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Tabular amounts in thousands, except per share daj

Note 1. Nature of Operations

Powerwave Technologies Inc. (the “Company”) is abgl supplier of end-to-end wireless solutions Vareless
communications networks. The Company designs, naatwfes and markets antennas, boosters, combioabiets,
shelters, filters, radio frequency power amplifiaespeaters, tower-mounted amplifiers, remote rédiad transceivers and
advanced coverage solutions for use in cellula§,FBG and 4G networks throughout the world.

Note 2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial stateméantkide the accounts of the Company and its whoilyred
subsidiaries. These financial statements have pegpared in accordance with accounting principkesegally accepted in
the United States of America for interim financiaformation and in accordance with the instructit@d=orm 10-Q and
Article 10 of Regulation S-X. Accordingly, they dwt include certain footnotes and financial preastoms normally
required under accounting principles generally ptax in the United States of America for complaétaricial statements.
The interim financial information is unaudited; hewer, it reflects all normal adjustments and adsrwéhich are in the
opinion of management considered necessary to geavifair presentation for the interim periods enésd. All significant
intercompany balances and transactions have beeimaied in the accompanying consolidated finarsialements.

The results of operations for the interim periods aot necessarily indicative of the results toelpected for the
future quarters or full year ending January 2, 2(fiscal 2010"). The accompanying consolidatedaficial statements
should be read in conjunction with the audited otidated financial statements included in the ConyfgAmendment No.
1 to Annual Report on Form 10-K for the fiscal yeaded January 3, 2010.

New Accounting Pronouncements

In October 2009, the Financial Accounting StandaBdmrd (FASB) issued an update to Accounting Statsla
Codification (ASC) Topic 605;Revenue Recognition."This Accounting Standards Update (ASU) No. 2089-Multiple
Deliverable Revenue Arrangements — A ConsensuhefFASB Emerging Issues Task Forc@fovides accounting
principles and application guidance on whether iplgltdeliverables exist, how the arrangement shbeldeparated, and the
consideration allocated. This guidance eliminates requirement to establish the fair value of undetd products and
services and instead provides for separate revexnagnition based upon management’s estimate asetieg price for an
undelivered item when there is no other means teroéne the fair value of that undelivered itemeWous accounting
guidance required that the fair value of the uneeéd item be the price of the item either soldhiseparate transaction
between unrelated third parties or the price chihfge each item when the item is sold separatelyheyvendor. This was
difficult to determine when the product was notiudually sold because of its unique features. Unglevious accounting
guidance, if the fair value of all of the elemeintshe arrangement was not determinable, then reveras deferred until all
of the items were delivered or fair value was dateed.

In October 2009, the FASB issued an update to AB@ICT985,"Software.” This ASU No. 2009-14;Software —
Certain Revenue Arrangements that Include SoftviEesnents,” modifies the software revenue recognition guidattce
exclude from its scope tangible products that daritath software and non-software components tiiattfons together to
deliver a product’s essential functionality.

These new updates are effective prospectivelydoemue arrangements entered into or materially fieddin fiscal
years beginning on or after June 15, 2010. Eatbption is permitted. The Company is currently aatihg the potential
impact of these standards on its business, finhooralition and results of operations.

Stock-Based Compensation

The Company accounts for stock-based compensatiaedordance with accounting guidance now codifisdASC
Topic 718,“Compensation — Stock CompensationUnder the fair value recognition provision of AS©@pic 718, stock-
based compensation cost is estimated at the gatmtbdsed on the fair value of the award. The Cosnpatimates the fair
value of stock options granted using the Black-&hdlerton option pricing model and a multiple optiaward approach.
The fair value of restricted stock awards is basedthe closing market price of the Company’s commsimek on the date of



POWERWAVE TECHNOLOGIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Tabular amounts in thousands, except per share daj

grant. Stock-based compensation, adjusted fomatgd forfeitures, is amortized on a straight-lxasis over the requisite
service period of the award, which is generallyvbsting period.

Stock-based compensation expense was recognifetiioags in the consolidated statement of operati@gmshousands):

Three Months Ended Six Months Ended
July 4, June 28, July 4, June 28,
2010 2009 2010 2009

COSt Of SAIES.....vvi e et teeeeeete e e $ 106 $ 336 $ 214 $ 603

Sales and marketing EXPENSES .......cvvviiiiccccmmre e e ee e e e eeea e 48 121 86 212

Research and development EXPENSES........ e eeeeseesinssinnrnnrnnnnnnneeemens 126 297 317 544

General and administrative EXPENSES .......cccccuuuririiiiieiieereeeee e e e e e ee s 496 534 1,124 827

Increase to operating loss before iNCOMe taxes e .cooeeeeieiiiiiccciniinnn, 776 1,288 1,741 2,186

Income tax benefit recognized — — — —

Impact on Net iNCOME (I0SS) ....eceivvieeiiiemmmmreee e, $ 776 $ 1,288 $ 1,741 $ 2,186
Increase to net income (loss) per share:

Basic and diluted .............cooiiuiiiiii e $ 001 $ 001 $ 001 $ o0.02

As of July 4, 2010, unrecognized compensation expeelated to the unvested portion of the Compastgsk-based
awards and employee stock purchase plan was apmatedy $2.2 million, net of estimated forfeiturés$0.2 million, which
is expected to be recognized over a weighted-aeguagod of 1.3 years.

The Black-Scholes-Merton option valuation model waseloped for use in estimating the fair valuérafled options
that have no vesting restrictions and are fullygfarable. Option valuation methods require thesirgf highly subjective
assumptions including the weighted average risk-interest rate, the expected life, and the exgestieck price volatility.
The weighted average risk-free interest rate wadsrogned based upon actual U.S. treasury rates @ware to ten year
horizon and the actual life of options granted. Tmmpany grants options with either a five yeartear year life. The
expected life is based on the Company’s actuabticstl option exercise experience. For the emplateek purchase plan,
the actual life of 6 months is utilized in this @alation. The expected life was determined basemh wtual option grant
lives over a 10 year period. The Company has atlizarious market sources to calculate the implielatility factor
utilized in the Black-Scholes-Merton option valaatimodel. These included the implied volatilityliméd in the pricing of
options on the Company’s Common Stock as well asiittiplied volatility utilized in determining marketrices of the
Company’s outstanding convertible notes. UsingBleek-Scholes-Merton option valuation model, théneated weighted
average fair value of options granted during theosd quarter and first half of fiscal year 2010 99 and $0.67
respectively and the second quarter and firstdf2009 were $0.47 per share and $0.43 per shespectively.

The fair value of options granted under the Compmastpck incentive plans during the first half &1® and 2009 was
estimated on the date of grant according to thelB&choles-Merton option-pricing model utilizingetimultiple option
approach and the following weighted-average assomgt

Three Months Ended Six Months Ended
July 4, June 28, July 4, June 28,
2010 2009 2010 2009
Weighted average risk-free interest tate..........coovveviviiiennnenes 1.7% 2.4% 2.5% 1.8%
Weighted average expected life (in years) ....cccocevvveeeeiiiemninnnenn. 4.6 5.2 4.6 5.2
Expected Stock VOIALIlitY ...........ooveviiiiiiiinieeiieee e 74% 81% 68% 142%
DIvVIdend Yield........oooiiiiiiiiiei et None None None None



POWERWAVE TECHNOLOGIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)
(Tabular amounts in thousands, except per share daj

Note 3. Supplemental Balance Sheet Information

Inventories

Net inventories are as follows:

July 4, January 3,
201( 201(
Parts and COMPONENTS.......coiiiiiiiiiii ettt e e e e e e e e e e e $ 23,370 $ 27,937
Work-in-process 2,747 1,363
FiNISNEA QOOC ... i 29,69 31,244
TOtal INVENTOTIES ....veeecveee ettt e e $ 55,809 $ 60,544

Inventories are net of an allowance for excessalrslete inventory of approximately $25.8 milliomdae$22.6 million
as of July 4, 2010 and January 3, 2010, respeytivel

Accrued Expenses and Other Current Liabilities
Accrued expenses and other current liabilitiesaaréollows:

July 4, January 3,
201( 201(
Accrued Warranty COSES . ...ouiiiiiiiiiiiii et $ 6,854 $ 7,038
Other accrued expenses and other current liald.................ccoeoeeeennn. 16,9(3 16,90¢
Total accrued expenses and other current liatslitie...................... $ 23,757 $ 23,946

Warranty
Accrued warranty costs are as follows:

Six Months Ended

July 4, June 28
Description 201c¢ 200¢
Warranty reserve beginning balance ..., $ 7,038 $ 10,763
Reductions for warranty costs incurred.......ccceco.ooooooiiiieeeennnnn, (3,749 (5,787)
Warranty accrual related to current period saleS...........cccccceeeeee 3,565 3,482
Effect of exchange rat..........coooveeiiiiiiiie e — 32
Warranty reserve ending balance ............oeeeeeenvvneeeeesisinneeeesnnnien B 6,854 $ 8,490
Note 4. Financing Arrangements and Long-Term Debt
Long-term debt
July 4, January 3,
201( 201(
3.875% Convertible Subordinated Notes due 2021...........cccccceeeeee. $ 150,000 $ 150,000
1.875% Convertible Subordinated Notes due 2024................cccceeee 67,887 130,887
1.875% Convertible enior Subordinated Notes due 2C....................... 60,00C —
Y0 o] (o] - 1 SRS SSRR 277,887 280,887
Less unamortized discot (4,607) (11,90¢)
Total long-term debt............cceeiveiivvimmme e $ 273,280 $ 268,983
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During the second quarter of 2010, the Companyromsed $3.0 million in aggregate par value obittstanding
1.875% Convertible Subordinated Notes due 2024 ‘{Ehesting Notes”), resulting in a net gain of $0dillion on the
purchase. After the purchase, the Company had $6illién remaining outstanding on the Existing Nate

On March 15, 2010, the Company completed separatat@ly negotiated exchange agreements under wt€hO
million in aggregate principal amount of its ExifiNotes were exchanged for $60.0 million in aggtegrincipal amount
of new 1.875% Convertible Senior Subordinated Ndigs 2024 (the “New Notes”). The New Notes weseiésl under an
Indenture between the Company, as issuer, and €rmuBank Trust Company Americas, as trustee (théetture”). The
New Notes are convertible into the Company’s comstoick at a conversion price of $1.70 per shareamadue interest at
an annual rate of 1.875%, which is payable semutaltiynon June 15 and December 15 of each year cowing on June
15, 2010. Holders may convert the New Notes attang prior to the maturity date, which is Novemtér, 2024. The
Company may redeem the notes beginning on Nove@the2012. Holders of the New Notes may requireGbenpany to
repurchase all or a portion of their notes for castiNovember 15, 2013, 2014 and 2019 at 100% optimeipal amount of
the notes, plus accrued and unpaid interest upitodt including the date of such repurchase. Thmpany may elect to
automatically convert the New Notes in whole opart at any time on or prior to the maturity ddtéhe closing price of the
Company’s Common Stock has exceeded 125% of theecsion price then in effect for at least 20 tradilays in any 30
day trading period. However, if the Company eléotautomatically convert the New Notes in this meam it must make a
cash payment to each holder in an amount equaktadgregate interest payments that would have fgable on the New
Notes from the last day through which interest wail through November 15, 2011, discounted at hkerest rate of US
Treasury bonds with an equivalent remaining terrlédwember 15, 2011. Holders of the New Notes mayp atquire the
Company to repurchase all or a portion of their Ndotes in the case of a change in control, as défin the Indenture. In
the event of a repurchase of the New Notes asudt ifsa change in control, under certain circumsts, the Company may
be obligated to issue additional shares to holdsts “make-whole premium” on the New Notes, whitére amounts are set
forth in a table to the Indenture. The Indentusswiot qualified under the Trust Indenture Act #rel Company does not
expect to qualify the Indenture.

The exchange was accounted for as an extinguishofi¢hé Existing Notes. The difference betweenfttievalue of
the Existing Notes and the carrying amount of tkistthg Notes, which included approximately $5.0liom in unamortized
debt discount, was recorded as a gain on extingnéshof convertible debt of $0.5 million, net ofaimortized debt issuance
costs of $0.3 million in the accompanying ConsdbdaStatement of Operations. In addition, $5.8iamllwas allocated to
the extinguishment of the equity component of tlestihg Notes, and was recorded as a reductiormmongon stock in the
accompanying Consolidated Balance Sheet.

In the second quarter of 2009, the Company repseth&20.0 million in aggregate par value of itssErg Notes,
resulting in a gain of approximately $6.4 million the purchase. In the first quarter of 2009, @wenpany repurchased
approximately $5.4 million in aggregate par valfié® Existing Notes, resulting in a gain of approately $3.4 million on
the purchase.

The following tables provide additional informatiabout the Company’s Existing Notes that are suittgeaccounting
guidance now codified as ASC Topic 470-2Debt with Conversion and Other Options”

July 4, January 3,
201( 201(
Carryingamoun of equity COMPONEL.......ciiieiieeiiiiiieiiiiieeee e $ 49,70: $ 55,52¢
Liability component:
Principal @amOUNL...........ooiiiiiee et e e e e ee e e e e e e e e e e e 67,881 130,887
UNAMOItiZEIN AiSCOUN....uuuiiiiieiiiiiiieeiiiiie et e s e e e e e e e e ae s e e e e e aeeeeeeenees (4,607) (11,90¢)
NEet Carrying amOUNL..........ccuuireeeeiiiiecmmiie e e e e e setree e e e e e srneessasrreeeeeeenens $ 63,28( $ 118,98:
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Three Months Ended Six Months Ended
July 4, June 28 July 4, June 28
2C10 2009 2010 2009
Effective interest rate on liability component................... 7.07% 7.07% 7.07% 7.01%
Contractual interest expense recognized on the
EXisting NOtES .....ccveevvviiiiiecie e, $ 327 % 938 $ 847 $ 187t
Amortization of the discount on liability component......... $ 814 $ 1565 $ 2,082 $ 3,232

The unamortized discount will be recognized usimg éffective interest method through November 18,12 As of
July 4, 2010, the if-converted value of the Exigtitotes did not exceed the principal amount.

Credit Agreement

On April 3, 2009, the Company entered into a Crégjteement (the “Credit Agreement”), with Wells garCapital
Finance, LLC (formerly Wells Fargo Foothill, LLC)Wells Fargo”), as arranger and administrative agParsuant to the
Credit Agreement, the Wells Fargo made availableh®s Company a senior secured revolving creditlifgcup to a
maximum of $50.0 million. Availability under the €it Agreement is based on the calculation of thenfany’s borrowing
base as defined in the Credit Agreement. The Chagtieement is secured by a first priority secunitierest on a majority of
the Company'’s assets, including without limitatiaf, accounts, equipment, inventory, chattel papecords, intangibles,
deposit accounts and cash and cash equivalentsCiiddit Agreement expires on August 15, 2011. Thedi€ Agreement
contains customary affirmative and negative coventor credit facilities of this type, includingiitations on the Company
with respect to indebtedness, liens, investmerdsijlolitions, mergers and acquisitions and dispostof assets. The Credit
Agreement also includes financial covenants inclgdminimum EBITDA and maximum capital expenditutést are
applicable only if the availability under the Compa line of credit falls below $20.0 million.

On March 11, 2010, the Company entered into AmemdiNember Two to the Credit Agreement with Wellsdea
which amendment updated the Credit Agreement tcerapgkropriate references to and provisions foiNb Notes.

On April 1, 2010, the Company entered into a Waivemendment Number Three to Credit Agreement and
Amendment Number Two to Security Agreement with M/élargo. This amendment amends certain provisainthe
Credit Agreement and Security Agreement enteredant April 3, 2009, by and among the Company, teeders and Wells
Fargo. The amendment waives certain technical étefander the Credit Agreement relating to the Canys obligation to
deliver certain reports. In addition, the amendrmeakes minor changes to certain defined terms atifids the thresholds
for certain covenants.

As of July 4, 2010, the Company is in compliancéhweill financial covenants. As of July 4, 2010z thompany had
approximately $41.4 million of availability unddret Credit Agreement, of which approximately $6.4lian was utilized by
outstanding letters of credit.

Note 5. Restructuring and Impairment Charges

2009 Restructuring Plan

In January 2009, the Company formulated and begamplement a plan to further reduce manufactudagrhead
costs and operating expenses. As part of this pren,Company initiated personnel reductions in htghdomestic and
foreign locations, with primary reductions in thaitéd States, Finland and Sweden. These reductiens undertaken in
response to economic conditions and the global sraconomic slowdown that began in the fourth quanfe2008. The
Company finalized this plan in the fourth quart€2609; however, additional amounts are expectdoetaccrued in 2010
related to actions associated with this plan.
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A summary of the activity affecting its accruedtresturing liability related to the 2009 Restrudtgy Plan for the first
half of 2010 is as follows:
Facility Closures

Workforce & Equipment
Reductions Write-downs Total
Balance at January 3, 2010...........cc.uvviccmmmmmereeeeee e $ 501 $ — $ 501
AMOUNES ACCIUET.........vviieeeeiiiiiiie e emeeeeriee e e, 562 10z 665
Amounts paid/incurred...............cooee e cceeeee e (85¢) (103) (961)
Effects of exchange rates ..........ccocovvceecee i, 10 — 10
Balance at July 4, 2010 ...........ccoovveees e e $ 21¢ — 21¢

The costs associated with these exit activitiesewecorded in accordance with the accounting geielarow codified
as ASC Topic 420'Exit or Disposal Obligations.” Pursuant to this guidance, a liability for a cassociated with an exit or
disposal activity shall be recognized in the periodwhich the liability is incurred, except for @alility for one-time
employee termination benefits that is incurred ofigre. In the unusual circumstance in which faalue cannot be
reasonably estimated, the liability shall be redoenh initially in the period in which fair value tdbe reasonably estimated.
The restructuring and integration plan is subjeatdntinued future refinement as additional infotiovabecomes available.
The Company expects that the workforce reductioawants will be paid through the second quarter df120

2008 Restructuring Plan

In June 2008, the Company formulated and begampdement a plan to further consolidate operatiams @duce
manufacturing and operating expenses. As part isfglan, the Company closed its Salisbury, Marylamahufacturing
facility and transferred most of the productionit® other manufacturing operations. In additiore thompany closed its
design and development center in Bristol, UK arstaintinued manufacturing operations in Kempelelgfioh These actions
were finalized in the first quarter of 2009.

A summary of the activity affecting its accruedtresturing liability related to the 2008 Restrudigy Plan for the first
half of 2010 is as follows:

Facility Closures

Workforce & Equipment
Reductions Write-downs Total
Balance at January 3, 2010...........cc.uvveccmmmmmrveeeeeseciirreeennn $ 177 $ 334  $ 511
AMOUNtS aCCrUEd...........ooeviiiiiceecee e — — —
Amounts paid/incurred.............ooooiiiiceeeee (14¢€) (240) (38¢)
Effects of exchange rates ..........oooiiiiccccime s 5 6 11
Balance at July 4, 2010 .........ccocooveiinrimeee e ereeere e $ 36 $ 100 $ 13€

The costs associated with these exit activitiesewecorded in accordance with the accounting guielém ASC Topic
420. The restructuring and integration plan is sabfo continued future refinement as additionérimation becomes
available. The Company expects that the faciliysate amounts which will be paid out over the retimg lease term,
which extends through September 2010. The Compksayexpects that the workforce reduction amountshw paid out
through the third quarter of 2010.

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

The Company recorded liabilities in connection wilte acquisitions for estimated restructuring amtdgration costs
related to the consolidation of LGP Allgon’s op@as and REMEC, Inc.’s wireless systems businegsyuding severance
and future lease obligations on excess facilitiésese estimated costs were included in the allmcadf the purchase
consideration and resulted in additional goodwilirquant to the accounting guidance now codifiedA8E€ Topic 805,

“Business Combinations.”The costs associated with these exit activitiesewecorded in accordance with the accounting

guidance in ASC Topic 420. The implementation eftlstructuring and integration plan is complete.
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A summary of the activity affecting the accruedtmesturing liability related to the integration &GP Allgon’s
operations and REMEC, Inc.’s wireless systems lassirfor the first half of 2010 is as follows:

Facility Closures

& Equipment

Write-downs

Balance at January 3, 2010........ccuviiieeoommmmmreeeieint it r e e e e e aa e e e e e e s sn i arraaaaaaaaas $ 791
F Y000 0 £=3R= ool (U [T o PP PPPRP —
AMOUNtS PAIA/INCUITEA. .......ccce it cceeee e e e e e e e e r e e e e aaaaaaaaes (279)
Effects Of @XChaNQe FALES ... ...t —
Balance at JUIY 4, 2000 ..........oeeiiuree e e etee e e et e e e ette e e s atbeeestae e e s ereeaatae e e s anae e e s eabeeearae e e, $ 51z

The Company expects that the facility closure an®uwill be paid out over the remaining lease terhiclw extends
through January 2011.

Restructuring and Impairment Charges

In the first half of 2010, the Company incurred esance charges of $0.6 million primarily relatedp@rsonnel
reductions in the United States, France, and Swed&e Company also recorded a charge of $0.7amiflor final closure

costs related to a previously closed site.

In the first half of 2009, the Company recordedharge of approximately $0.8 million to write dowmetSalisbury,
Maryland building to its fair value less the castsell. The Company also incurred severance charfg®2.2 million related
to personnel reductions primarily in the Unitedt&saFinland and Sweden and $0.1 million of facitibsure expenses.

Note 6. Other Income (Expense), Net
The components of other income (expense), negsafellows:

Three Months Ended Six Months Ended

July 4, June 28, July 4, June 28,

2010 2009 2010 2009
INEErESt INCOME......uiiiiiiiee ettt eee e, $ 46 $ 71 % 90 $ 469
INtErESt EXPENSE. ..ot (3,486) (4,525) (7,343) (8,872)
Foreign currency gain (I0SS), NEt ............oewmmmerveemmirrereeesenenns (1,784) 242 (2,481) 3,063
Gain on repurchase of convertible debt ........ccccccoiiiiieeins 85 6,399 85 9,767
Gain on exchange of convertible debt.............ccccooii s — — 483 —
Other iNCOME, NEL......ooiiiiii e 575 312 1,029 1,231

TOMAD e $ (4564 $ 2499% (8,137) $ 5,658

Other income (expense), net, for the three andmmrths ended July 4, 2010 includes a gain of apmately $0.1
million on the repurchase of $3 million in par valaf the Company’s Existing Notes and the six msmthded July 4, 2010
also includes a gain of approximately $0.5 milli@tated to the exchange of approximately $60 nmiliio par value of the

Company’s Existing Notes.

Other income (expense), net, for the three andmeirths ended June 28, 2009 includes a gain of appately $6.4
million and $9.8 million, respectively, related the repurchase of approximately $20.0 million arzb.8 million,

respectively, in aggregate par value of the ComjsaByisting Notes.

Note 7. Earnings (Loss) Per Share

In accordance with ASC Topic 26@arnings per Share,”basic earnings (loss) per share is based upowelghted
average number of common shares outstanding. Bikedenings (loss) per share is based upon the tegigltverage number
of common and potential common shares for eacloggrniesented and income available to common stéd&his adjusted
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to reflect any changes in income or loss that woeklilt from the issuance of the dilutive commoarsk. The Company’s
potential common shares include stock options utfteetreasury stock method and convertible subatdihdebt under the
if-converted method. Potential common shares 0638449 and 61,567,532 related to the Company'skstption
programs and convertible debt have been excluded fililuted weighted average common shares for liheetand six
months ended July 4, 2010 respectively, as thecteffmuld be anti-dilutive. In addition, potentiebmmon shares of
29,023,841 and 31,503,790 related to the Compasig'sk option programs and convertible debt have lexeluded from
diluted weighted average common shares for theetarel six months ended June 28, 2009, as the effadd be anti-

dilutive.

The following details the calculation of basic atilited loss per share:

Three Months Ended Six Months Ended
July 4, June 28, July 4, June 28,
2010 2009 2010 2009

Basic:

NEt iNCOME (I0SS) ...vviiiiiiieieiiie ettt eeeece e $ 224 $ 2,559 $ (10,593 $ (1,813)

Weighted average common shares............cccceeemeeiiiiieeennninne, 132,609 131,654 132,516 131,572

Basic earnings (10ss) per share............comecieeeeeeicieeeiiieeeee. $ 0.00 $ 0.02 $ (0.09 $ (0.01)
Diluted:

NEt iNCOME (I0SS) .vvviiiiiiieieiiie ettt eeeece e $ 224 $ 2,559 $ (10,593 $ (1,813)

Interest expense of convertible debt, net of taX..............eveeeeeeees — — — —

Net income (loss), as adjusted............cocceeeeererieesieeviee e, $ 224 % 2559 $ (10,594 $ (1,813)

Weighted average common shares............cccceeeecvvvvvvveveenennenn. 132,609 131,654 132,516 131,572

Potential common Shares..........cccovviiiiereene e e 2,731 2,793 — —

Weighted average common shares, as adjusted.....cccc.......o.u 135,340 134,447 132,516 131,572

Diluted income (l0SS) per share.............commmeeeeeeeeiieeeiiieesiiinee. $ 0.00 $ 0.02 $ (0.09 $ (0.01)

Note 8. Commitments and Contingencies

The Company is subject to legal proceedings anidhslin the normal course of business. Althoughdbtome of
legal proceedings is inherently uncertain, the Camypanticipates that it will be able to resolvesthenatters in a manner
that will not have a material adverse effect on @wmnpany’s consolidated financial position, resolt©perations or cash
flows.

Note 9. Contractual Guarantees and Indemnities

During the normal course of its business, the Campaakes certain contractual guarantees and indiesipursuant
to which the Company may be required to make fupagments under specific circumstances. The Comjasynot
recorded any liability for these contractual guéees and indemnities in the accompanying conselidtnancial
statements. A description of significant contratusmrantees and indemnities existing as of JuB040 is included below.

Intellectual Property Indemnities

The Company indemnifies certain customers andatgract manufacturers against liability arisingnfrahird-party
claims of intellectual property rights infringementlated to the Company’s products. These indeemifippear in
development and supply agreements with the Compatystomers as well as manufacturing service agresnwith the
Company’s contract manufacturers, are not limitedrmount or duration and generally survive the ratjain of the contract.
Given that the amount of any potential liabilitiedated to such indemnities cannot be determingd am infringement
claim has been made, the Company is unable torditerthe maximum amount of losses that it couldiirrelated to such
indemnifications. Historically, any amounts payaplesuant to such intellectual property indemnifmas have not had a
material effect on the Company’s business, findramadition or results of operations.
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Director and Officer Indemnities and Contractual &antees

The Company has entered into indemnification agesgsnwith its directors and executive officers vihiequire the
Company to indemnify such individuals to the fullestent permitted by Delaware law. The Compangtdemnification
obligations under such agreements are not limitedmount or duration. Certain costs incurred inngmtion with such
indemnifications may be recovered under certaioucistances under various insurance policies. Givanhthe amount of
any potential liabilities related to such indenasticannot be determined until a lawsuit has bded figainst a director or
executive officer, the Company is unable to detaarthe maximum amount of losses that it could irrelating to such
indemnifications. Historically, any amounts payaplesuant to such director and officer indemnifmas have not had a
material negative effect on the Company’s busin@sancial condition or results of operations.

The Company has also entered into severance agnéerand change in control agreements with certéiitso
executives. These agreements provide for the paymispecific compensation benefits to such exeestiupon the
termination of their employment with the Company.

General Contractual Indemnities/Products Liability

During the normal course of business, the Companigre into contracts with customers where it hased) to
indemnify the other party for personal injury ooperty damage caused by the Company’s producténacettain cases for
damages resulting from a breach of the Companyslyprit warranties. The Company’s indemnificationigdtions under
such agreements are not limited in duration andgareerally not limited in amount. Historically, amynounts payable
pursuant to such contractual indemnities have mat & material negative effect on the Company’snass, financial
condition or results of operations. The Companyntaéns product liability insurance as well as esrand omissions
insurance which may provide a source of recovethe¢ocCompany in the event of an indemnificatiorinsla

Other Guarantees and Indemnities

The Company occasionally issues guarantees faainarbntingent liabilities under various contrattaaangements,
including customer contracts, self-insured retergtioinder certain insurance policies, and governmhesatiue-added tax
compliance programs. These guarantees normallyttekéorm of standby letters of credit issued by @ompany’s banks,
which may be secured by cash deposits or pledgezriormance bonds issued by an insurance compéistorically, any
amounts payable pursuant to such guarantees haveda material negative effect on the Companysiness, financial
condition or results of operations. In additione tBompany, as part of the agreements to registecdhvertible notes it
issued in March 2010, September 2007 and Noven®@t,2agreed to indemnify the selling security hoddegainst certain
liabilities, including liabilities under the Sectigis Act of 1933. The Company’s indemnification ightions under such
agreements are not limited in duration and generait limited in amount.

Note 10. Income Taxes

The Company provides for income taxes in interimquks based on the estimated effective income ddex for the
complete fiscal year. The income tax provisionasputed on the pretax income of the consolidatéitiesilocated within
each taxing jurisdiction based on current tax |B&ferred tax assets and liabilities are determimaged on the future tax
consequences associated with temporary differeme®geen income and expenses reported for finaac@unting and tax
reporting purposes. A valuation allowance for deféitax assets is recorded to the extent that timep@ny cannot determine
that the ultimate realization of the net defer@ddssets is more likely than not.

Realization of deferred tax assets is principalgpehdent upon the achievement of future taxableniec the
estimation of which requires significant managenjadgment. The Company’s judgment regarding fupnditability may
change due to many factors, including future madatditions and the Company’s ability to succesgfalkecute its
business plans and/or tax planning strategies.€elrbkanges, if any, may require material adjustmenteese deferred tax
asset balances. Due to uncertainties surroundmgetilization of the Company’s cumulative federal atate net operating
losses and other factors, the Company has rec@deduation allowance against a portion of its grdeferred tax assets.
For the foreseeable future, the Federal tax prowistlated to future earnings will be offset subsédly by a reduction in the
valuation allowance. Accordingly, current and fettax expense will consist primarily of certainuggqd state income taxes
and taxes in certain foreign jurisdictions.

In addition to unrecognized tax benefits, the Comyplaas recorded valuation allowances against itsaxebenefits in
certain jurisdictions arising from net operatingdes. On a quarterly basis, the Company reasstssawxed for these
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valuation allowances based on operating results itgdassessment of the likelihood of future taxalileome and
developments in the relevant tax jurisdictions. TW@mpany continues to maintain a valuation alloveaagainst its net
deferred tax assets in the U.S. and various forjeigsdictions in 2010 where the Company believés more likely than not
that deferred tax assets will not be realized.

As of July 4, 2010, the liability for income taxassociated with uncertain tax positions was $15llom including
accrued penalties, interest, and foreign currehagtdations of $0.5 million. Of this amount, $&8llion, if recognized,
would affect the Company’s effective tax rate. the second quarter of 2010, only interest chargssdaated with all
relevant uncertain tax positions were recordedHerperiod.

As a result of the ongoing tax audits, the totability for unrecognized tax benefits may changthimithe next twelve
months due to either settlement of audits or efipmaof statutes of limitations. As of July 4, Z01the Company has
concluded all United States federal income tax enatfor years through 2006. All other material estddcal and foreign
income tax matters have been concluded for yeapsigh 2005.

Note 11. Fair Value of Financial Instruments

The estimated fair value of the Company’s finandi@truments has been determined using available&keha
information and valuation methodologies. Considkrghdgment is required in estimating fair valuéscordingly, the
estimates may not be indicative of the amountOhvapany could realize in a current market exchange.

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

Cash and Cash Equivalents and Restricted Cash

The carrying amount approximates fair value becatfighe short maturity (less than 90 days) and higidit quality
of these instruments.

Long-Term Debt

The fair value of the Company’s long-term debt stireated based on the quoted market prices fodéie. The
Company’s long-term debt consists of convertibl®osdinated notes, which are not actively tradedaasinvestment
instrument and therefore, the quoted market pricag not reflect actual sales prices at which tmedes could be traded.

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

July 4, 2010 January 3, 2010
Carrying Fair Carrying Fair
Amount Value Amount Value

Cash and cash equivalents $ 61,43t $ 61,438 $ 60,43¢ $ 60,43¢

Restricted cash .......ccccoeeeeeeeen.n. 884 884 2,60( 2,60(
Long-term debt... ...
3.875% Convertible Subordinated Notes due 2027................. $ 150,00 $ 108,37¢ $ 150,00 $ 99,00(
1.875% Convertible Subordinated Notes due 2024................. 67,88 61,50( 130,88 113,54«
1.875% Conveible Senior Subordinated Notes due Z............... 60,00C 62,117 — —
YU o] (] = R 277,88 280,88
Less unamortized diSCOL............cevvvvviieiieieeciiiiieeee e, (4,607) (11,904)
Total long-term debt ...........ccccvvviiieii e, $ 273,28l $ 268,98

Note 12. Gain on Settlement of Litigation

As part of the Company’s acquisition of REMEC, kelireless systems business, $15 million of thelmse price
was held in escrow to cover any potential indematfon claims. In March 2009, the Company settlelisaute arising out
of certain claims made against the escrow. As altre$ this settlement, the Company received apipnately $2 million in
cash. This payment was accounted for as an adjnstinghe total consideration paid for this acdiosi. As a result, the
remaining net book value of the intangible assetd fixed assets acquired in this acquisition wamiehted and the
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Company recorded a net gain of approximately $0IBom This amount is included inther income (expense), riatthe
accompanying consolidated statement of operatianthé first quarter of 2009.

Note 13. Customer Concentrations

The Company’s product sales have historically bmmcentrated in a small number of customers. Fofitht half of
2010 and 2009, sales to customers that accountetiOfid or more of revenues totaled $68.2 million &id0.7 million,
respectively. For the first half of 2010, Nokia Bens accounted for approximately 26% of total adg¢ss and in the first
half of 2009, Nokia Siemens and Alcatel-Lucent esginted 37% and 12% of sales, respectively.

As of July 4, 2010, approximately 27% of total axets receivable related to customers that accouiotled0% or
more of the Company’s total revenue during the fiaf of 2010. For the first half of 2010, Nokig&eBens accounted for
approximately 27% of total accounts receivable. iHadility to collect outstanding receivables fronese customers or any
other significant customers, the delay in collegtiutstanding receivables within the contractuginpent terms, or the loss
of, or reduction in, sales to any of these custengeuld have a material adverse effect on the Cagipdusiness, financial
condition and results of operations.

Note 14. Supplier Concentrations

Certain of the Company’s products, as well as campts utilized in such products, are availablehi& $hort-term
only from a single or a limited number of sourcksaddition, in order to take advantage of volumieipg discounts, the
Company purchases certain customized components siogle-source suppliers as well as finished petedérom single-
source contract manufacturers. The inability tcaobsingle-source components or finished producthé amounts needed
on a timely basis or at commercially reasonablegsrhas resulted in delays in product introductiorterruption in product
shipments and increases in product costs, whicle had a material adverse effect on the Companysbss, financial
condition and results of operations and may coetittudo so until alternative sources could be dpad at a reasonable
cost.

Note 15. Segments and Geographic Data

The Company operates in one reportable businesseseg“Wireless Communications.” The Company’s rexes are
derived from the sale of wireless communicationsvoek products and coverage solutions, includinteanas, boosters,
combiners, cabinets, shelters, filters, radio fesgpy power amplifiers, repeaters, tower-mountedlifiens and advanced
coverage solutions for use in cellular, PCS, 3G4@Advireless communications networks throughoutitbdd.

The Company manufactures multiple product categaiets manufacturing locations and produces icep@ducts at
more than one location. With regards to salesCiimpany sells its products through two major selemnels. One channel
is the original equipment manufacturers channelclhonsists of large global companies such astéldaicent, Ericsson,
Huawei, Motorola, Nokia Siemens and Samsung. Therathannel is direct to wireless network operatsush as AT&T,
Bouygues, Clearwire, Orange, Sprint, T-Mobile, Yeri Wireless and Vodafone. A majority of the Compsaiproducts are
sold to both sales channels. The Company mainwglioisal relationships with most of the Company’s tougers. The
Company’s original equipment manufacturer customersnally purchase on a global basis and the saldsese customers,
while recognized in various reporting regions, managed on a global basis. For network operatdoguss, which have a
global presence, the Company typically maintairgdadbal purchasing agreement. Individual sales aaelemon a regional
basis.

The Company measures its performance by monitatsniget sales by product and consolidated grosgimarwith a
short-term goal of maintaining a positive operatiagh flow while striving to achieve long-term ogérg profits.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following discussion should be read in conjiorciwith the consolidated financial statements aotes thereto
included under Item 1Financial Statements (Unaudited)his discussion contains forward-looking stateragrthe
realization of which may be impacted by certain émgnt factors including, but not limited to, thodiscussed irRisk
Factors in Part II, Item 1A included herein.

Introduction and Overview

We are a global supplier of end-to-end wirelessatsmts for wireless communications networks. Ousibess consists
of the design, manufacture, marketing and sale roflycts to improve coverage, capacity and datadspeewireless
communications networks, including antennas, bessteombiners, cabinets, shelters, filters, radieqdency power
amplifiers, remote radio head transceivers, repgatewer-mounted amplifiers and advanced covesagetions. These
products are utilized in major wireless network®tighout the world which support voice and data momications by use
of cell phones and other wireless communicationasy We sell our products to both original equiptn@anufacturers,
who incorporate our products into their propriethase stations (which they then sell to wireledsvoek operators), and
directly to individual wireless network operatoos tleployment into their existing networks.

During the last ten years, demand for wireless camiaations infrastructure equipment has fluctuatesimatically.
While demand for wireless infrastructure was strdagng 2005, it weakened for us during 2006 an@72@ue to significant
reductions at three major customers, as well asreergl slowdown in overall demand within the wisslénfrastructure
industry. For most of 2008, demand once again asmd, however, in the fourth quarter of 2008 denfan@ur products
was negatively impacted by the global economic sgice. The recession significantly impacted demduning 2009 and
our revenues fell by 36% from 2008 levels, thusatiegly impacting our financial results. During &@nd 2009, we
initiated several cost cutting measures aimedwaétimg our operating expenses. These initiativdsoontinue, and we may
be required to further reduce operating expensb&it is a significant or prolonged reductionpersding by our customers.

In the past there have been significant deferratsapital spending by wireless network operators tudelays in the
expected deployment of infrastructure equipmentfarahcial difficulties on the part of the wirelesstwork operators who
were forced to consolidate and reduce spendingrémgthen their balance sheets and improve thefitability. Economic
conditions, such as the turmoil in the global egaihd credit markets, as well as the global reoessand the rise of
inflationary pressures related to rising commodglitices, have also had a negative impact on cagi@hding by wireless
network operators, and will likely have a negatingact going forward in the near term. All of thefsetors can have a
significant negative impact on overall demand fdreless infrastructure products, and at variousesijmhave directly
reduced demand for our products and increased poicgetition within our industry which has in thaspled to reductions
in our revenues and contributed to our reportedaijmg losses. In addition to the significant retitut in revenues during
2009, an example of prior reductions was duringali2006 and 2007, when we experienced a signifislowdown in
demand from one of our direct network operator@mustrs, AT&T, as well as reduced demand from sewaralr original
equipment manufacturing customers, including Ndkiamens and Nortel Networks, all of which combirtedresult in
directly reduced demand for our products and cbuted to our operating losses for both fiscal 2806 2007.

We believe that we have maintained our overall maghare within the wireless communications infragtire
equipment market during this period of changing dedh for wireless communications infrastructure pment. We
continue to invest in the research and developmwwireless communications network technology aradiversification of
our product offerings, and we believe that we hane of our industry’s leading product portfoliostérms of performance
and features. We believe that our proprietary detghnology is a further differentiator for oupgucts.

Looking back over the last six years, beginnindiscal 2004, we focused on cost savings while weaeged our
market presence, as evidenced by our acquisitikrGef Allgon. This acquisition involved the integoat of two companies
based in different countries that previously opedtahdependently, and was a complex, costly and-tonsuming process.
During fiscal 2005, we continued to focus on castilsgs while we expanded our market presence, iaemsed by our
acquisition of selected assets and liabilities dEMEC, Inc.’s wireless systems business (the “REMBQreless
Acquisition.”) We believe that this acquisition fiaer strengthened our position in the global wielafrastructure market.
In October 2006, we completed the Filtronic plceMss acquisition. We believe that this strategipuisition provided us
with the leading position in transmit and receiileef products, as well as broadened our RF camitig and base station
solutions product portfolio and added significadtliéional technology to our intellectual propertyrigolio. For fiscal years
2007, 2008 and 2009, we completed the integratfidhese acquisitions, as well as focused on couatitig operations and
reducing our overall cost structure. During thimeaime, we encountered a significant unanticipagehliction in revenues,
which caused us to revise our integration and dafeon plans with a goal of further reducing ayerating costs and
significantly lowering our breakeven operating stare. As has been demonstrated during the lastysats, these
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acquisitions do not provide any guarantee thatreuenues will increase. We currently have a smathiper of ongoing
restructuring activities which are aimed at furthestucing our overall operating cost structure.

We measure our success by monitoring our net gl@soduct and consolidated gross margins, withaatserm goal
of maintaining a positive operating cash flow wrskeiving to achieve long-term operating profitseWelieve that there
continues to be long-term growth opportunities wmitthe wireless communications infrastructure mgoleee, and we are
focused on positioning Powerwave to benefit froesthlong-term opportunities.

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financiahdition and Results of Operations is based onumaudited
consolidated financial statements included in @igrterly Report on Form 10-Q, which have been ameg in accordance
with accounting principles generally accepted i@ United States for interim financial informationdain accordance with
the instructions to Form 10-Q and Article 10 of Riegion S-X. The preparation of these financiatesteents requires our
management to make estimates and assumptions ffieat the reported amounts of assets and liaksliged related
disclosure of contingent assets and liabilitiethatdate of the financial statements and the redamounts of revenues and
expenses during the reporting periods. On an oggbasis, we evaluate these estimates and assumsypiiciuding those
related to revenue recognition, allowances for dolikaccounts, inventory reserves, warranty obl@ys, restructuring
reserves, asset impairment, income taxes and sasdd compensation expense. We base these estonabes historical
experience and on various other factors which vievweto be reasonable under the circumstancesethts of which form
the basis for making judgments about the carryimiges of assets and liabilities and the amountedhin expenses that are
not readily apparent from other sources. Thesenastis and assumptions by their nature involve @asksuncertainties, and
may prove to be inaccurate. In the event that d&hguo estimates or assumptions is inaccurate inraaterial respect, it
could have a material adverse effect on our redaxtaounts of assets and liabilities at the dateffinancial statements
and the reported amounts of revenues and expenseg the reporting periods.

For a summary of our critical accounting policiesl &stimates, see ItemManagement's Discussion and Analysis of
Financial Condition and Results of Operatioms Part Il of our Amendment No. 1 to Annual Repon Form 10-K for the
year ended January 3, 2010.

Accruals for Restructuring and Impairment Charges

In the first half of 2010 and 2009, the Companyorded restructuring and impairment charges of apprately $1.3
million and $3.1 million, respectively. Such chasgelate to our Restructuring Plans. See furtregsudision of these plans in
Note 5 of theNotes to Consolidated Financial Statemamsler Part |, Item IFinancial Information.

Restructuring and impairment accruals related pilgngo workforce reductions, consolidation of féoés, and the
discontinuation of certain product lines, includitige associated write-downs of inventory, manufactu and test
equipment. Such accruals were based on estimattsassumptions made by management about mattersh widce
uncertain at the time, including the timing and amtoof sublease income that will be recovered arated property and the
net realizable value of used equipment that isomgér needed in our continuing operations. Whileuged our best current
estimates based on facts and circumstances awaiktbthe time to quantify these charges, differestimates could
reasonably be used in the relevant periods toeagiudifferent accruals and/or the actual amounttsried or recovered may
be substantially different from the assumption$izgtil, either of which could have a material impaotthe presentation of
our financial condition or results of operations # given period. As a result, we periodically esvithe estimates and
assumptions used and reflect the effects of thexgsions in the period that they become known.

New Accounting Pronouncements

For a summary of our New Accounting Pronouncemesats,Note 2 of thBlotes to Consolidated Financial Statements
under Part |, Item [Financial Information.
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Results of Operations

The following table summarizes Powerwave’s resofteperations as a percentage of net sales fothtlee and six
months ended July 4, 2010 and June 28, 2009:

Three Months Ended Six Months Ended
July 4, June 28, July 4, June 28,
2010 2009 2010 2009
Net sales 100.0% 100.0% 100.0% 100.0%
Cost of sales:
Cost of goods 70.5 73.2 72.0 75.1
Intangible asset amortization — 0.4 — 0.4
Restructuring and impairment charges 0.5 — 0.3 0.5
Total cost of sales 71.0 73.6 72.3 76.0
Gross profit 29.0 26.4 27.7 24.0
Operating expenses:
Sales and marketing 5.8 6.5 6.9 6.5
Research and development 10.8 10.7 11.6 10.4
General and administrative 7.8 9.4 8.7 8.7
Intangible asset amortization — 0.2 — 0.2
Restructuring and impairment charges 0.2 0.1 0.1 0.6
Total operating expenses 24.6 26.9 27.3 26.4
Operating income (loss) 4.4 (0.5) 0.4 (2.4)
Other income (expense), net (3.1) 1.8 (3.2) 2.0
Income (loss) before income taxes 1.3 1.3 (2.8) (0.4)
Income tax provision (benefit) 1.1 (0.6) 1.3 0.2
Net income (loss) 0.2% 1.9% (4.1)% (0.6)%

Three Months ended July 4, 2010 and June 28, 2009

Net Sales
Our sales are derived from the sale of wirelessnoonications network products and coverage solutioruding
antennas, boosters, combiners, cabinets, shdfitegss, radio frequency power amplifiers, remogalio head transceivers,

repeaters, tower-mounted amplifiers and advancedrage solutions for use in cellular, PCS, 3G a@ wireless
communications networks throughout the world.

The following table presents a further analysiswf sales based upon our various customer groups:

Three Months Ended
(in thousands)

Customer Group July 4, 2010 June 28, 2009
Wireless network operators and other........ccccceeeciceviiieeeieeeceeenn, $ 80,627 56% $ 41,817 31%
Original equipment ManUfaCIUIerS............ .o vvvemreenrreereineeeeeeeeenss 63,953 44% 94,293 69%

TOLAL . $ 144,580 100% $ 136,110 100%

Sales increased by 6% to $144.6 million for theosdoquarter of 2010, from $136.1 million, for thecend quarter of
2009. This increase was due to several factorjdimg increased demand from our direct operatstarners which offset
the decrease in demand from our original equipmeamufacturer customers. While sales increased cadga the prior
year, we are still experiencing reduced demande®lto the global macro-economic crisis and assediglobal credit crisis
and economic recession that began in the fall 682(h addition, we continued to experience composepply constraints
during the second quarter of 2010 which negatiueiyacted our revenues. These component supply redmtst resulted in
longer than anticipated lead times, which impactedability to meet customer requirements in theoad quarter of 2010.
While we have taken actions to adjust our procurgraetivities, we expect to encounter supply caists for the remainder
of this fiscal year.
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The following table presents a further analysisuf sales based upon our various product groups:

Three Months Ended
(in thousands

Wireless Communications Product Group July 4, 2010 June 28,2009
ANtENNA SYSIEMS ......uvviiiieiiiiiiiee e e $ 56,71 39% $ 31,75! 23%
Base station SyStemMS........cooveeeeeeiiiiiiccee e 77,533 54% 96,37« 71%
Coverage SYSIEMS .....ciiiiii e 10,334 7% 7,98: 6 %
Total .o $ 144,580 100% $ 136,110 100 %

Antenna systems consist of base station antenndgoaver-mounted amplifiers. Base station systemssist of
products that are installed into or around the bstagion of wireless networks and include prodwsiish as boosters,
combiners, filters, radio frequency power amplgiand VersaFlex cabinets. Coverage systems cqmsisdrily of repeaters
and advanced coverage solutions. Antenna systetnsaised in the first quarter of 2010 versus 2008eawork operators
increased the capacity and technology of their agtsv The decrease in base station systems saleg dive second quarter
of 2010 as compared with the second quarter of 20@8e to the significantly reduced demand fromanginal equipment
manufacturing customers related to several factochiding the global economic crisis and comporsuply constraints,
as well as our strategic initiative to not pursoev Imargin commodity type business. In addition, porent supply
constraints negatively impacted our ability to mesginal equipment manufacturer requirements im $bcond quarter of
2010.

We track the geographic location of our sales bagesh the location of our customers to which we shir products.
Since many of our original equipment manufactugstamers purchase products from us at centralitotatind then re-
ship the product with other base station equipnerbcations throughout the world, we are unablédentify the final
installation location of many of our products.

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

Three Months Ended
(in thousands’

Geographic Area July 4, 2010 June 28,2009

PN g1 o= 1= $ 52,44* 36% $ 41,88: 31%

ASIA PaCIfiC.........ooviiiiiiiieci e 48,517 34% 48,752 36%

BUIOPE oot e 34,801 24% 34,374 25%

Other nternatione............ccveeieiiiiie i 8,817 6 % 11,10 8%
B0 7= | U $ 144,580 100% $ 136,110 100 %

Revenues increased in the Americas and Europen®giothe second quarter of 2010 as compared teebend
quarter of 2009. Since wireless network infrasutetspending is dependent on individual networkecage and capacity
demands, we do not believe that our revenue fltictos for any geographic region are necessariljcattve of a trend for
our future revenues by geographic area.

A large portion of our revenues are generated irecgies other than the U.S. Dollar. During the {esar, the value of
the U.S. Dollar has fluctuated significantly agaimany other currencies. We have calculated thawiomparing exchange
rates in effect for the second quarter of 200%tws¢ in effect for the second quarter of 2010,cthenge in the value of
foreign currencies as compared with the U.S. Daldmot have a material impact on our net sales.

For the second quarter of 2010, sales to Nokia &isnaccounted for approximately 25% of our totedssaand sales
to Raycom, one of our European direct resellerspaated for approximately 10% of our total sal€®r the second quarter
of 2009, total sales to Nokia Siemens accountedyfqroximately 39% of sales and sales to Alcatedelni accounted for
approximately 15% of sales. Our business remangela dependent upon a limited number of custométtsin the wireless
communications market and we cannot guaranteevikawill continue to be successful in attracting newstomers or
retaining or increasing business with our existingtomers.

A number of factors have caused delays and mayechusare delays in new wireless infrastructure apgrade
deployment schedules throughout the world, inclgdieployments in the United States, Europe, Asiautls America and
other areas. In addition, a number of factors nayse original equipment manufacturers to alter theisourcing strategy
concerning certain wireless communications netwwdducts, which could cause such original equipnmesrufacturers to
reduce or eliminate their demand for external siegpbf such products or shift their demand to al#ve suppliers or
internal suppliers. Such factors include lower pared internal manufacturing costs and competit@asons to remain
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vertically integrated. Due to the possible uncettas associated with wireless infrastructure dgplents and original
equipment manufacturer demand, we have experieanddexpect to continue to experience, significdnttfiations in

demand from our original equipment manufacturer agiivork operator customers. Such fluctuations lwaesed and may
continue to cause significant reductions in ourerales and/or operating results, which has adveisgdgcted and may
continue to adversely impact our business, findrciadition and results of operations.

Cost of Sales and Gross Profit

Our cost of sales includes both fixed and varialolst components and consists primarily of materedsembly and
test labor, overhead, which includes equipment #mdlity depreciation, transportation costs, watyarcosts and
amortization of product-related intangibles. Comgmais of our fixed cost structure include test emépt and facility
depreciation, purchasing and procurement expensgsjaality assurance costs. Given the fixed nabiireuch costs, the
absorption of our overhead costs into inventoryrel@ges and the amount of overhead variances expama®st of sales
increases as volumes decline since we have fewtsr tonabsorb our overhead costs against. Conyerded absorption of
our overhead costs into inventory increases andatheunt of overhead variances expensed to costle$ slecreases as
volumes increase since we have more units to absorloverhead costs against. As a result, our gposfit margins
generally decrease as revenue and volumes dedli@godlower sales volume and higher amounts ofhmad variances
expensed to cost of sales. Our gross profit margéererally increase as our revenue and volumesaserdue to higher
sales volume and lower amounts of overhead varsgaexpensed to cost of sales.

The following table presents an analysis of ousgnorofit;

Three Months Ended
(in thousands)

July 4, 2010 June 28,2009

NEL SAIES ...cceiiiiiiee et $ 144,58( 100.C% $ 136,11C 100.C%
Cost of sales:

Cost Of SAlES ..ooveiiiiiie e, 101,88¢ 70.5% 99,587 73.2%

Intangible amortization..........ccccccvvvvvvecccceeeennnn. — — 623 0.4%

Restructuring and impairment charges............ 705 0.5% 2 0.0%

Total cost of saleS.......oeeeveiiiiiiiiiiiiiiiis 102,591 71.0% 100,212 73.6%

GroSS Profit........eeeeeeeieiiiii $ 41,98¢ 29.0% $ 35,89¢ 26.4%

Our gross profit increased during the second quarftdiscal 2010, compared to the second quartefischl 2009,
primarily as a result of our increased revenueslangr cost of sales as a percent of revenue. psreentage of revenue,
our gross profit margin increased during the secgualrter of fiscal 2010 compared to the secondtgquarf fiscal 2009
primarily resulting from favorable manufacturingst®, and better overhead absorption due to ouedamyvenues. We
incurred $0.7 million of restructuring charges darithe second quarter of fiscal 2010 related tesace charges and
facility closure charges. We incurred minimal rasturing and impairment charges during the secaradtgr of fiscal 2009.
We incurred no intangible amortization charges@d@as the last of the intangible assets were antprtized in the fourth
quarter of 2009.

The wireless communications infrastructure equipnieafustry is extremely competitive and is chardzesl by rapid
technological change, new product development andygt obsolescence, evolving industry standardssagnificant price
erosion over the life of a product. Certain of competitors have aggressively lowered prices imttempt to gain market
share. Due to these competitive pressures andréssyres of our customers to continually lower pobaosts, we expect
that the average sales prices of our productsowiitinue to decrease and negatively impact oursgneergins. In addition,
we have introduced new products at lower salegprimd these lower sales prices have impactedsénage sales prices of
our products. We have also reduced prices on astix products in response to our competitors eustomer demands.
We currently expect that pricing pressures will agmstrong in our industry. Future pricing actidnsour competitors and
us may adversely impact our gross profit margirg mrofitability, which could result in decreaseduidity and adversely
affect our business, financial condition and resaftoperations.

We continue to strive for manufacturing and engimggcost reductions to offset pricing pressure®onproducts, as
evidenced by our decisions to close or transfer Salrsbury, Estonia, Maryland, Finland, Hungarya&ghai and Wuxi,
China manufacturing operations as part of our wesdring plans to reduce our manufacturing costswéler, we cannot
guarantee that these cost reductions, and our uragiag or product redesign efforts will keep padéhvprice declines and
cost increases. If we are unable to further reducecosts through our manufacturing, outsourcirdf@mengineering efforts,
our gross margins and profitability will be advédysaffected.
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Operating Expenses

The following table presents a breakdown of ourrafieg expenses by functional category and as eeptage of
net sales:

Three Months Ended
(in thousands)

July 4, 2010 June 28,2009

Operating Expenses
Sales and marketing..........cccceeoveuviescmeeeeeee e $ 8,362 58% $ 8,854 6.5%
Research and development..............ccoooieeeeeeeeenn. 15,68¢ 10.8% 14,59 10.7%
General and administrative..................cmeeveeeeen. 11,30z 7.8% 12,75 9.4%
Intangible amortization..............cc.evvvicecceiiiiieeeeeen. — — 20, 0.2%
Restructuring and impairment charges........ce....... 214 0.2% 15! 0.1%

Total operating eXpenses..........ccoececeveeeeeeeeenn. $ 35,568 24.6% $ 36,55¢€ 26.9%

Sales and marketing expenses consist primarily atdries and commissions, travel expenses, advegtisnd
marketing expenses, selling expenses, charges ustormer demonstration units and trade show exper&aes and
marketing expenses decreased by $0.5 million, 5%5during the second quarter of 2010 as comparétetsecond quarter
of 2009. The decrease was due to lower commissinddrade show expenditures.

Research and development expenses consist prinediriipgoing design and development expenses forwiegless
communications network products, as well as foraaded coverage solutions. We also incur designresqgeassociated
with reducing the cost and improving the manufaadbility of our existing products. Research and ttgument expenses can
fluctuate dramatically from period to period depi@gdon numerous factors including new product idtretion schedules,
prototype developments and hiring patterns. Rekesnd development expenses increased by $1.1 mithio7.4%, during
the second quarter of 2010 as compared to the degoarter of 2009 primarily due to higher reseaaad development
materials costs.

General and administrative expenses consist prynafi salaries and other expenses for manageméardnde,
information systems, legal fees, facilities and humesources. General and administrative experesaeabked $1.5 million,
or 11.3%, during the second quarter of 2010 as eoeapto the second quarter of 2009. This decreaselavgely due to
lower tax, audit and legal fees.

Our intangible assets were fully amortized during fourth quarter of 2009, and therefore, no expeveas recorded in
the second quarter of 2010. Amortization of custonelated intangibles from our acquisitions amedrib $0.2 million for
the second quarter of fiscal 2009.

Restructuring charges of $0.2 million were recoraethe second quarter of fiscal 2010, primarily $everance costs
in the Europe and Asia Pacific regions. Restruntucgharges of $0.2 million in the second quartefiszfal 2009 primarily
related to severance costs in North America anititieclosing costs.

Other Income (Expense), net

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

Three Months Ended
(in thousands)

July 4, 2010 June 28,2009
INtErest iNCOME ......ocoeeeeciie e $ 46 00% $ 71 0.0%
INterest EXPENSE .....uvvvrvvreeeereerieeeeeemmmeeeenes (3,48€) (2.4)% (4,52E) (3.3)%
Foreign currency gain (loss), net............ (1,784) (1.2)% 242 0.2%
Gain on repurchase of convertible debt 85 0.0% 6,39¢ 4.7%
Other iNCoOMe, Nt ......ccooviiiiiiiie e 575 0.5% 312 0.2%
Other income (expense), Net..........cceeveeenneen. $ (4,564) BL)% $ 2,49¢ 1.8%
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Interest income during the second quarter of 2046 lwwer than the second quarter of 2009 as iritesiess on our
cash balances have continued to decline. Interpstinse decreased by $1 million during the secomdteuof fiscal 2010 as
compared to the second quarter of 2009 due intpatie retirement of approximately $5.4 million afr long-term debt
during the first quarter of 2009 and the reductiothe debt discount amortization which is includedhterest expense. Also
included in other income (expense), net, is a raéh @f $0.1 million recognized on the repurchase$s8f0 million in
aggregate principal amount of our outstanding 198 Convertible Subordinated Notes due 2024 comptrednet gain of
$6.4 million recognized on the repurchase of $20ioni in aggregate principal amount of our outstagd1.875%
Convertible Subordinated Notes due 2024 in the rmtcmarter of 2009. Included in interest expensenan-cash charges
related to the amortization of debt issuance castsdebt discount of $1.3 and $2.0 million for $eeond quarters of 2010
and 2009, respectively. Additionally, we recognizeadhet foreign currency translation loss of $1.8iom in the second
quarter of 2010, primarily due to the fluctuatiarighe U.S. Dollar versus the Euro and severalratberencies, as compared
to the second quarter of 2009 when we recogniZede@gn currency translation gain of $0.2 million.

Income Tax Provision

Our effective tax rate for the second quarter di®Was an expense of approximately 88% of our gxdartcome of
$1.9 million. We have recorded a valuation alloveagainst a portion of our deferred tax assetsupntsto Accounting
Standards Codification (ASC) Topic 74hcome Taxes,"due to the uncertainty as to the timing and ultewaalization of
those assets. As such, for the foreseeable futireax provision or tax benefit related to futltés. earnings or losses will
be offset substantially by a reduction in the vabraallowance. Accordingly, the tax expense cdesigprimarily of taxes
from operations in foreign jurisdictions, primariGhina and India. We expect our tax rate to camtito fluctuate based on
the percentage of income earned in each jurisdictio

Net Income

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

Three Months Ended
(in thousands)

July 4, 2010 June 28,2009
Operating iNCOME (I0SS) ..vvviiiiiiieee et s $ 6,42¢ $ (65€)
Other iNCoOME (EXPENSE), NEL.......uuiiiiiiiiieeeeeertrerrr e e e e e e aeeaeeeeaee s (4,56¢) 2,49¢
Income before INCOME taXES .....ooiii i 1,862 1,841
Income tax provision (DENEFIL) ........ooiiiiiee e 1,63¢ (718)
NEEINCOIME ...ttt et e e e et e e e s tbe e sate e ebbeesreeeteesaree e $ 224 $  2,55¢

Our net income for the second quarter of 2010 v@&a2 fillion, compared to net income of $2.6 millifm the second
quarter of 2009. The higher net income in the séaprarter of 2009 was largely due to the $6.4 amligain recognized on
the purchase of convertible debt during that period

Six Months ended July 4, 2010 and June 28, 2009

Net Sales

The following table presents a further analysiswuf sales based upon our various customer groups:

Six Months Endec
(in thousands’

Customer Group July 4,2010 June 28,2009

Wireless network operators and other ...................  $ 132,01: 51% $ 96,38 34%

Original equipment manufacturi..................cevvvunee. 127040 48 % 189,47 66 %
TOtAl e $ 259,053 100% $ 285,855 100 %

Sales decreased by 9.4% to $259.1 million for the half of 2010, from $285.9 million, for the dir half of 2009.
This decrease was due to lower demand from ouimatigquipment manufacturer customers, offset i ipathe increase in
our direct sales to wireless network operatorsathdrs to improve both the bandwidth and the teldgyoof their networks.
The global recession and associated tight credikets have impacted our customers’ demand for mtsdihroughout the
first half of 2010.
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The following table presents a further analysisuf sales based upon our various product groups:

Six Months Endec
(in thousands

Wireless Communications Product Group July 4,2010 June 28,2009
ANtENNA SYSIEMS ......uviiiiiiiiiiiieee e e $ 96,13 37% $ 67,50¢ 24%
Base station SyStemMS........ccovveeeeiiiiiiicee e 142,750 55% 198,79 69 %
COoVerage SYSIeI .....ciiiiiiiii i 20,16¢ 8% 19,55: 7%
Total .o ———— $ 259,053 100% $ 285,855 100 %

The decrease in base station systems is due ing#ré significantly reduced demand related toglodal recession
impacting the capital investments of both our erdiequipment manufacturer and direct operatoroousts during the first
half of 2010 as compared with the first half of 20This was offset partially by the growth in amtarsystems as network
operators grow and improve their networks.

The following table presents an analysis of our sees based upon the geographic area to whiclodugr was
shipped:

Six Months Endec
(in thousands’

Geographic Area July 4,2010 June 28,2009
AMEBIICAS....uu i e e et e e eeeaans $ 86,61¢ 33% $ 77,48 27%
ASIA PaCifiC......coieiiiiieiiieiee e, 94,186 37% 107,27. 38%
BUIOPE e 66,988 26% 77,86: 27%
Other nternatione............cveeieeiiiieiecieeeeee e 11,26( 4% 23,24( 8%
TOtAl e $ 259,053 100% $ 285,855 100 %

Revenues increased in the Americas region foritke Half of 2010 due to increased demand from les® network
operators embarking on increased infrastructuradipg plans. This was offset by continued decreasal other regions in
the first half of 2010 as compared with the firatflof 2009. The decrease in the other regionslamely due to contraction
in both the operator direct channel as well asatiginal equipment manufacturer sales channel,ltiagufrom the global
recession. Since wireless network infrastructurendmg is dependent on individual network coverage capacity
demands, we do not believe that our revenue fltictos for any geographic region are necessariljcaitve of a trend for
our future revenues by geographic area. In additisrpreviously noted, growth in one geographiation may not reflect
actual demand growth in that location due to thetredized buying processes of our original equipmeanufacturer
customers.

A large portion of our revenues are generated irecgies other than the U.S. dollar. During thet leear, the value of
the U.S. dollar has fluctuated significantly agaim®st other currencies. We have calculated tiernwcomparing exchange
rates in effect for the first half of 2009 to thoseeffect for the first half of 2010, the changethe value of foreign
currencies as compared with the U.S. Dollar hadsitige impact on our revenues for the first hdl2610 of less than 1%.
This impact did not have a material impact on atrsales.

For the first half of 2010, total sales to Noki@/®ens accounted for approximately 26% of sales. tHeofirst half of
2009, total sales to Nokia Siemens accounted fpragimately 37% of sales, and sales to Alcatel-lnicaccounted for
approximately 12% of sales for the period.
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Cost of Sales and Gross Profit

The following table presents an analysis of ousgnorofit;

Six Months Ended
(in thousands)

July 4,2010 June 28,2009

NEL SAIES ...oeeiiiiiiee et $ 259,05: 100% $ 285,85t 100.0%
Cost 0f SAlES: ..vvviiiiiii i

Cost Of SAIES ...oveeviiieiii e, 186,521 72.0% 214,54¢ 75.1%

Intangible amortization..........ccccccvvvvviicccceeeennnn. — — 1,247 0.4%

Restructuring and impairment charges............ 726 0.3% 1,41C 0.5%

Total cost of sales.......covvvviieiiiiiiiiieennnns 187,25: 72.3% 217,20¢ 76.0%

GroSS Profit.....ccccuveeeeeiiiiiiiie e, $ 71,80C 27.7% $ 68,65C 24.0%

Our gross profit increased during the first halfie€al 2010 compared with the first half of fis@009, primarily as a
result of our decreased cost of goods sold. Thisedese in our cost of goods sold is due primadlptr cost reduction
activities over the last several years and the ahigroducts sold which reflects a larger mix ofedir and wireless network
operator sales versus sales to our original matwfaaustomers. As a percentage of revenue, owssgooofit margin
increased during the first half of 2010 comparethwuie first half of 2009 due primarily to favoralbmanufacturing costs,
but also due to lower amortization and restructugosts. The decrease in the intangible amortizatimsts is due to the
intangible assets being fully amortized during 208& incurred approximately $0.7 million of restiwing and impairment
charges during the first half of fiscal 2010 rethte severance and facility closure charges. Warmed approximately $1.4
million of restructuring and impairment chargesidgrthe first half of fiscal 2009 related to sevara charges in the United

States, Finland and the UK.

Operating Expenses

The following table presents a breakdown of ourrafieg expenses by functional category and as eepé&ge of net
sales:

Six Months Ended
(in thousands)

July 4,2010 June 28,2009

Operating Expenses
Sales and marketing..........cccceeoveuvvescmmeeeeee e $ 17,75¢ 6.9% $ 18,59 6.5%
Research and development..............coocoieeeeeeeeennn. 29,961 11.6% 29,74( 10.4%
General and administrative.................. e eeeeeeenns 22,57¢ 8.7% 24,851 8.7%
Intangible amortization..............cc.evvviicecceiiieieeeeeen. — — 534 0.2%
Restructuring and impairment charges........ccece-.... 560 0.1% 1,64¢ 0.6%

Total operating EXPENSES........ccvveeeeeiiveeeeennnns $ 70,85t 27.3% $ 75,36¢ 26.4%

Sales and marketing expenses decreased by $0i8mdr 4.5%, during the first half of 2010 as cargd with the
first half of 2009. The decrease resulted primairitym lower bad debt expense as well as decreammthissions and trade
show expenditures.

Research and development expenses increased byn#ilod, or 0.7%, during the first half of 2010 esmpared with
the first half of 2009, primarily due to higher reaéls costs used in research and developmenitagiv

General and administrative expenses decreasedn$ilfich, or 9.1%, during the first half of 2010 asmpared with
the first half of 2009. This decrease was due Weeldtax, audit and legal fees.

There was no amortization of customer-related mgitdas from our acquisitions for the first half 2010, compared
with $0.5 million for the first half of 2009. Ountangible assets were fully amortized in 2009.

Restructuring charges of $0.6 million were recordethe first half of 2010, primarily for severancests compared
with charges of $1.6 million for the first half 2009 which included severance costs and faciligule expenses.
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Other Income (Expense), net

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

Six Months Ended
(in thousands)

July 4, 2010 June 28,2009

INtErest iNCOME ......ccvceeeeiiee e $ 90 0.0% $ 469 0.1%
INtEreSt EXPENSE ....uvvvriiiiiieieeeeee e e e e e cmmeeeeeeiveeereeeees (7,343) (2.9% (8,872) (3.1)%
Foreign currency gain (10SS), Net............coummmmeeennn (2,481) (0.9% 3,063 1.1%
Gain on repurchase of convertible debt............... 85 0.0% 9,767 3.5%
Gain on exchange of convertible debt 483 0.2% — —
Other income, Net ... 1,02¢ 0.5% 1,231 0.4%

Other income (expense), Net............eeveeueeen. $ (8,137) B)% $ 5,65¢ 2.0%

Interest income decreased during the first haB@¥0 compared with the first half of 2009 due tavdo cash balances
related to the repurchase of $25.4 million of Ieegn convertible debt during the first half of 2088d lower interest rates.
Interest expense decreased due to the retiremeapmximately $25.4 million of long-term debt ihet first half of
2009. The gain on exchange of convertible debt0o5 $nillion was realized in the exchange of $60ilion aggregate par
value of long term convertible debt during thetfiyjsarter of 2010. Included in interest expensenarecash charges related
to the amortization of debt issuance costs and dsigbunt of $2.9 and $3.9 million for the firstlhaf 2010 and 2009,
respectively. The net gain on repurchase of coiblertiebt of $0.1 million was realized on the refhase of $3.0 million
aggregate par value long term convertible debtndutihe second quarter of 2010. In the first h&lR@09, we recorded a
$9.8 million net gain on the repurchase of $25.4lioni in aggregate par value of our outstanding7% Subordinated
Convertible Notes due 2024. Additionally, we regizgd a net foreign currency translation loss ab%aillion in the first
half of 2010 compared to a gain of $3.1 milliontlw first half of 2009, primarily due to fluctuati® of the U.S. Dollar in
relation to the Euro, Swedish Krona, Indian Rupse @hinese Renminbi.

Income Tax Provision

Our effective tax rate for the first half of 2010asvan expense of approximately 47.3% of our preldas of
$7.2 million. We have recorded a valuation alloweagjainst a portion of our deferred tax assetsupmtsto Accounting
Standards Codification (ASC) Topic 740ntome Taxes due to the uncertainty as to the timing andnudtie realization of
those assets. As such, for the foreseeable futirdax provision or tax benefit related to futlteés. earnings or losses will
be offset substantially by a reduction in the vitraallowance. For the first half of 2009, we reted an income tax
expense from operations in certain foreign jurigdics, primarily China, and tax expense associat@d uncertain tax
positions. We expect our effective tax rate totiewe to fluctuate based on the percentage of imcearned in each tax
jurisdiction.

Net Loss

The following table presents a reconciliation oérgting (loss) to net loss:

Six Months Ended
(in thousands)

July 4,2010 June 28,2009
Operating iNCOME (I0SS) ..eviiiiiiieeei i $ 94t $ (6,719
Other iNCOMEe (EXPENSE), NEL........uuiiiiiiiieeeeeeeiiit ittt e e e e e e e e e e e e e e e (8,13%) 5,65¢
LOSS hefore iINCOME taXES ..ovocveee e e (7,192) (1,0617)
INCOME tAX PrOVISION ..uvvveviieiieeeeeeeee e e eeeeeeeeeeaaaaaeaeesammmeeeeesessessnnannnnnnes 3,40z 752
N = (0T PRSP $ (10,59¢) $ (1,817

Our net loss for the first half of 2010 was $10.iom compared with a loss of $1.8 million for tfiest half of 2009.
The increase in our net loss during the first b&2010 as compared with the first half of 200®igely the result of smaller
gains on our debt repurchases during the periatitff@foreign currency loss incurred during thstfiralf of 2010.
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Liquidity and Capital Resources

We have historically financed our operations thfoagcombination of cash on hand, cash provided foperations,
equipment lease financings, available borrowingseurour bank line of credit, private debt placermed both private and
public equity offerings. Our principal sources mjfuiidity consist of existing cash balances, funggeeted to be generated
from future operations and borrowings under ouergbles credit facility. As of July 4, 2010, wedhaorking capital of
$169.6 million, including $61.4 million in unrestted cash and cash equivalents as compared tongockpital of $168.4
million at June 28, 2009, which included $39.8 mill in unrestricted cash and cash equivalents. Weently invest our
excess cash in short-term, investment-grade, marayet instruments with maturities of three morah$ess. We typically
hold such investments until maturity and then restwthe proceeds in similar money market instrumeffte believe that all
of our cash investments would be readily availables should the need arise.

Cash Flows

The following table summarizes our cash flows fa $ix months ended July 4, 2010 and June 28, 2009:

Six Months Ended
(in thousands)

July 4, 2010 June 28,2009

Net cash provided by (used in):
Operating aCtiVItIES ........ccuvviiii ettt cmmer e e $ 4,78C % 6,124
INVESHING ACHVILIES ...t rmems e 76 (54)
FINanNCiNg aCtiVItIES ......cooeiiiii it (3,567) (13,627)
Effect of foreign currency translation on cash aagh equivalents.......... (29¢ 487
Net increase in cash and cash equivalents....ceeccccccccvveevcceeeeeccnn. $ 99¢€ $ (7,064)

Operating Activities

Net cash provided by operations in the first h&l2010 was $4.8 million as compared to $6.1 milliorthe first half
of 2009. The $1.3 million reduction in cash flowrn operations from the prior year period is duthtolarger net loss in the
first six months of 2010, offset by various workicgpital changes.

Investing Activities

Net cash provided by investing activities duringtbthe first half of 2010 and 2009 was not matefidie $0.1 million
in net cash provided by investing activities durihg first half of 2010 reflects capital expend#siof $1.9 million, partially
offset by a reduction in our restricted cash of7$hillion and proceeds from the sale of propertgnpand equipment of
$0.3 million. Total capital expenditures during tfiest half of 2010 and 2009 were approximately%million and $3.2
million, respectively. The majority of the capitabending during both periods related to computedwaare and test
equipment utilized in our manufacturing and reskeaned development areas. We expect our capitadspgmequirements
for the remainder of this year to range betweemiBon and $5 million, consisting of test and pumtion equipment, as
well as computer hardware and software.

Financing Activities

Net cash used in financing activities of $3.6 miiliduring the first half of 2010 relates primaritythe $1.3 million
debt issuance costs related to the exchange df.8@6% Convertible Subordinated Notes and the odfase of $3 million
in aggregate par value of our outstanding 1.875%v€Exible Subordinated Notes due 2024, partialfgatfby $0.4 million
in proceeds related to our employee stock purchise Net cash used in financing activities of $1illion during the first
half of 2009 relates primarily to the repurchase$@b.4 million in aggregate par value of our 1.87&6nvertible
Subordinated Notes due 2024, as well as $1.3 millialebt issuance costs related to our Credit &gemnt.

Future Cash Requirements

We currently believe that our existing cash balanéends expected to be generated from operatiodsarrowings
under our Credit Agreement will provide us withfaiént funds to finance our current operationsdbteast the next twelve
months. We also anticipate that of our 1.875% Cdible Senior Subordinated Notes due 2024 may bevexded into
shares of our common stock at some point over éxt two years, thereby potentially eliminating flaéure repayment of
the associated principal amount of $60 million. k&gularly review our cash funding requirements attémpt to meet those
requirements through a combination of cash on lantticash provided by operations. Our ability taeéase revenues and
generate profits is subject to numerous risks amzkmainties, and any significant decrease in euemues or profitability
would reduce our operating cash flows and erodeerigting cash balances. No assurances can be tiaewe will be able
to generate positive operating cash flows in ther&uor maintain and/or grow our existing cash heés.
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During the second quarter of 2010, the Companyroffased $3.0 million in aggregate par value obitsstanding
1.875% Convertible Subordinated Notes due 2024 ‘{Ehésting Notes”), resulting in a net gain of $0nillion on the
purchase. After the purchase, the Company had $6ilién remaining outstanding on the Existing Nete

In the first quarter of 2010, we entered into sefmiprivately negotiated exchange agreements untieh $60.0
million in aggregate principal amount of our outeteng 1.875% Existing Notes were exchanged for @@dillion in
aggregate principal amount of new 1.875% Convert®dnior Subordinated Notes due 2024 (the "New $NpteThe New
Notes were issued under an Indenture between ussaar, and Deutsche Bank Trust Company Amerasdrustee (the
“Indenture”). The New Notes are convertible intor @@mmon stock at a conversion price of $1.70 pares and accrue
interest at an annual rate of 1.875%, which is peyaemi-annually on June 15 and December 15 d¢f gear commencing
on June 15, 2010. Holders may convert the New Nateany time prior to the maturity date, whiciNsvember 15, 2024.
We may redeem the notes beginning on November @12.2 Holders of the New Notes may require the Camypto
repurchase all or a portion of their notes for castiNovember 15, 2013, 2014 and 2019 at 100% optimeipal amount of
the notes, plus accrued and unpaid interest upttadt including the date of such repurchase.

We had a total of $277.9 million of long-term cortitde subordinated notes outstanding at July 402@onsisting of
$67.9 million of the Existing Notes, $60 million die New Notes and $150 million of 3.875% ConvéetiBubordinated
Notes due 2027 (2027 Notes”). Holders of the EngstNotes may require us to repurchase all or &goof their notes for
cash on November 15, 2011, 2014 and 2019 at 1008teqgfrincipal amount of the notes, plus accruedl @mpaid interest.
Holders of the New Notes may require us to repwsetal or a portion of their notes for cash on Noker 15, 2013, 2014
and 2019 at 100% of the principal amount of theesoplus accrued and unpaid interest. Holders @227 Notes may
require us to repurchase all or a portion of theites for cash on October 1, 2014, 2017 and 202BG%o of the principal
amount of the notes, plus accrued and unpaid sitel®o assurance can be given that we will be abigenerate positive
operating cash flows in the future or maintain andjfrow our existing cash balances. If we do notegate sufficient cash
from operations, or improve our ability to generagsh, we may not have sufficient funds availabl@ady our maturing
debt. If we have not retired the debt prior to miaguand if we do not have adequate cash availabthat time, we would be
required to refinance the notes and no assurancéegiven that we will be able to refinance théermn terms acceptable
to us or at all given current conditions in thedirenarkets and our credit rating. If our finangmdrformance is poor or if
credit markets remain tight, we will likely encoant. more difficult environment in terms of raisiadditional financing. If
we are not able to repay or refinance the notéswe experience a prolonged period of reducedarust demand for our
products, our ability to maintain operations mayirbpacted.

Credit Agreement

As indicated in Note 4 of thHotes to Consolidated Financial Statemamtsler Part I, Item IFinancial Information
the Company entered into a Credit Agreement onl&pr2009. Pursuant to the Credit Agreement, timeldes thereunder
have made available to us a senior secured cuediity in the form of a revolving line of credipuo a maximum of $50.0
million. Availability under the Credit Agreement lmsed on the calculation of our borrowing basdedmed in the Credit
Agreement. The Credit Agreement is secured bysa fifiority security interest on a majority of assets, including without
limitation, all accounts, equipment, inventory, ttbepaper, records, intangibles, deposit accowatsh and cash equivalents
and proceeds of the foregoing. The Credit Agreeragpires on August 15, 2011. The Credit Agreementains customary
affirmative and negative covenants for credit fies of this type, including limitations on us titespect to indebtedness,
liens, investments, distributions, mergers and mdipns and dispositions of assets. The Crediteggnent also includes
financial covenants including minimum EBITDA and xiraum capital expenditures that are applicable offilyhe
availability under our line of credit falls belov2®.0 million.

On March 11, 2010, we entered into Amendment Nunibheo to the Credit Agreement with Wells Fargo Cabit
Finance, LLC, which amendment updated the Credite@ment to make appropriate references to and giomé for the
New Notes.

On April 1, 2010, we entered into a Waiver, Amendtidumber Three to Credit Agreement and Amendmemhber
Two to Security Agreement with Wells Fargo. Thimemdment amends certain provisions of the Credie&gent and
Security Agreement entered into on April 3, 2009 and among us, the Lenders and Wells Fargo. Trendment waives
certain technical defaults under the Credit Agresimelating to our obligation to deliver certairpogts. In addition, the
amendment makes minor changes to certain defimetstend modifies the thresholds for certain covenan

As of July 4, 2010, we were in compliance with falancial covenants. As of July 4, 2010, we hagrapimately
$41.4 million of availability under the Credit Agnment, of which approximately $6.4 million was ia8d by outstanding
letters of credit.

On occasion, we have previously utilized both opegaand capital lease financing for certain equeptpurchases
used in our manufacturing and research and developoperations and may selectively continue toamshe future. We
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may also require additional funds in the futurestport our working capital requirements or forestpurposes such as
acquisitions, and we may seek to raise such adaditifunds through the sale of public or private iggand/or debt
financing, as well as from other sources. Our gbith secure additional financing or sources ofdfag is dependent upon
our financial performance, credit rating and thekaaprice for our Common Stock, which are all dilg impacted by our
ability to grow revenues and generate profits. didion, our ability to obtain financing is diregtdependent upon the
availability of financial markets to provide souscef financing on reasonable terms and conditidbaring the last half of
2008 and throughout 2009 and 2010, the capitalcasdit markets experienced extreme volatility arsduption. In several
cases, the markets exerted downward pressure ok pstiwes and credit capacity for certain issu@isven current market
conditions, we can make no guarantee that we véllable to obtain additional financing or secure rnfavancing
arrangements in the future. If our operating penfonce was to deteriorate and our cash balancestwdre significantly
reduced, we would likely encounter a more difficalivironment in terms of raising additional funditag support our
business, the cost of additional funding or borrmvcould increase, and we may be required to funtbéuce operating
expenses or scale back operations.

Off-Balance Sheet Arrangements

Our off-balance sheet arrangements consist priynafilconventional operating leases, purchase comemts and
other commitments arising in the normal courseusitess, as further discussed in our AmendmentlNo.Form 10-K for
the year ended January 3, 2010, in Part Il, Itamder the headinGontractual Obligations and Commercial Commitments
As of July 4, 2010, we did not have any other reteghips with unconsolidated entities or finangiaftners, such as entities
often referred to as structured finance or spemimpose entities, which would have been establishedhe purpose of
facilitating off-balance sheet arrangements or otioatractually-narrow or limited purposes.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Our financial instruments include cash and caslivatpnts, restricted cash, short-term investmergpijtal leases and
long-term debt. As of July 4, 2010, the carryingues of our financial instruments approximated tifeir values based upon
current market prices and rates except for longrtéebt, for which the fair value is estimated basedhe quoted market
price for the debt.

We are exposed to a number of market risks in théary course of business. These risks, whichuphelforeign
currency risk, interest rate risk and commoditygeriisk, arise in the normal course of businedserahan from trading. We
have examined our exposures to these risks anddmvduded, as we similarly concluded in our AmerdtriNo. 1 to Form
10-K for the preceding fiscal year, that none of eMposures in these areas are material to fairegalcash flows or
earnings.

Foreign Currency Risk

Our international operations represent a substgdigion of our operating results and asset b maintain various
operations in multiple foreign locations includifigrazil, China, Estonia, Finland, France, Germamgdid, Singapore,
Sweden, Thailand and the United Kingdom. Thesenaténal operations generally incur local opetiosts and generate
third-party revenues in currencies other than th8. Dollar. These foreign currency revenues ances@s expose us to
foreign currency risk and give rise to foreign emey exchange gains and losses. We do not presettlye against the risks
of foreign currently fluctuations. In the eventsignificant fluctuations in foreign currencies, way experience declines in
revenue and adverse impacts on operating resultswrh changes could be material.

We regularly pursue new customers in various irgonal locations where new deployments or upgradexisting
wireless communication networks are planned. Asesult, a significant portion of our revenues areiveel from
international sources (excluding North America)thmaur international customers accounting for agpnately 67% of our
net sales during the first half of 2010, 74% of aat sales during fiscal 2009 and 70% of our nkgssduring fiscal 2008.
International sources include Europe, Middle EAftca, Asia and South America, where there hasdestorical volatility
in several of the regions’ currencies. Changesténvalue of the U.S. Dollar versus the local curyeim which our products
are sold exposes us to foreign currency risk stheeweakening of an international customer’s laeatency and banking
market may negatively impact such customer’s ahiititmeet their payment obligations to us. Altenredy, if a sale price is
denominated in U.S. Dollars and the value of théldddalls, we may suffer a loss due to the lowalue of the Dollar. In
addition, some of our international customers regjthat we transact business with them in their deaal currency,
regardless of the location of our operations, whildo exposes us to foreign currency risk. Sinceelleproducts or services
in foreign currencies, we are required to convegtgayments received into U.S. Dollars, which giiss to foreign currency
gains or losses. Given the uncertainty as to winenvehat specific foreign currencies we may be nemglior choose to accept
as payment from our international customers, waatpredict the ultimate impact that such a denisimuld have on our
business, financial condition and results of openat For the first half of 2010, we recorded aefgn exchange translation
loss of $1.8 million due to fluctuations in the walof the U.S. Dollar. There can be no assuranaevie will not incur
foreign exchange translation losses in the futgrtha value of the Dollar fluctuates.

Interest Rate Risk

As of July 4, 2010, we had cash equivalents of exprately $62.3 million in both interest and noteirest bearing
accounts, including restricted cash. We also h&atad of $67.9 million of Convertible Subordinatélbtes due 2024 at a
fixed annual interest rate of 1.875%, $60 millidrCmnvertible Senior Subordinated Notes due 202 fated annual rate of
1.875% and $150.0 million of Convertible SubordéthiNotes due 2027 at a fixed annual interest a8875%. We have
exposure to interest rate risk primarily through tmng-term debt, our Credit Agreement and our daskstment portfolio.
Short-term investment rates decreased significathtifng 2009 and have further declined in 2010 hes W.S. Federal
Reserve has attempted to mitigate the impact ofdhession. Despite this exposure, we believewleaare not subject to
material fluctuations in principal given the shtetm maturities and high-grade investment qualityoar investment
portfolio, and the fact that the effective intereaste of our portfolio tracks closely to variousogkiterm money market
interest rate benchmarks. Therefore, we currertdlpat use derivative instruments to manage oureésteate risk. Based on
our overall interest rate exposure at July 4, 20&0do not believe that a 100 basis point changet@nest rates would have
a material effect on our consolidated businesaniiial condition or results of operations.

Commodity Price Risk

Our internal manufacturing operations and contra@nufacturers require significant quantities ofngiators,
semiconductors and various metals for use in thaufe&ture of our products. Therefore, we are exghase certain
commodity price risks associated with variationshiea market prices for these electronic componasthese prices directly
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impact the cost to manufacture products and theepsie pay our contract manufacturers to manufaaiuregproducts. We
attempt to manage this risk by entering into suggiseements with our contract manufacturers andwssuppliers of these
components in order to mitigate the impact of dagtfiations in commodity prices. These supply ages are not long-
term supply agreements. If we or our contract mactufers become subject to a significant increagée price of one of
these components, we may be unable to pass sutk @o® our customers. During the first half of @0lve have
experienced supply shortages of various electrooioponents as well as significantly increased ofelad times for such
components. While we have not yet experiencedifgignt price increases for such components, ifehsontinues to be
significant shortages, the prices may increasdtiegun a negative impact on our product costtSshortages have had an
adverse effect on our business and results of tipesa In addition, certain transistors and semittmtors are regularly
revised or changed by their manufacturers, whicl reault in a requirement for us to redesign a pobdhat utilizes these
components or cease the production of such prodiuictsuch events, our business, financial conditiwnresults of
operations could be adversely affected. Additignalle require specialized electronic test equipmedich is utilized in
both the design and manufacture of our products.élctronic test equipment is available from ladisources and may not
be available in the time periods required for usnet our customers’ demand. If required, we majfobeed to pay higher
prices for equipment and/or we may not be ablédtaio the equipment in the time periods requiredictv would then delay
our development or production of new products. €hdslays and any potential additional costs coaldeha material
adverse effect on our business, financial conditioresults of operations. Prior increases to timepf oil and energy have
translated into higher freight and transportatiosts and, in certain cases, higher raw materigblgugsts. These higher
costs negatively impacted our production costs.rivdg not be able to pass on these higher costsrtoustomers and if we
insist on raising prices, our customers may cuttair purchases from us. There are significantceams in the business
community about inflationary pressures on coststhen increases in energy prices may negativelyachpur business,
financial condition and results of operations.
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ITEM 4. CONTROLS AND PROCEDURES
Controls and Procedures

We have established disclosure controls and praesdido ensure that material information relatingutoand our
consolidated subsidiaries is made known to theef§ who certify our financial reports, as wellotiser members of senior
management and the Board of Directors, to allovelyndecisions regarding required disclosures. Athefend of the period
covered by this report, we carried out an evalmtionder the supervision and with the participatdérour management,
including our Chief Executive Officer and Chief Rircial Officer, of the effectiveness of the desagd operation of our
disclosure controls and procedures pursuant to RB&15 of the Exchange Act. Based upon that etialyathe Chief
Executive Officer and Chief Financial Officer comdéd that our disclosure controls and procedurestiective in timely
alerting them to material information related tathist is required to be included in our annual pedodic SEC filings.

Our management, including our Chief Executive @ifiand Chief Financial Officer, does not expectt thar
disclosure controls and procedures or our intecoakrols will prevent all error and all fraud. Ardool system, no matter
how well conceived and operated, can provide oehsonable, not absolute, assurance that the olgealif the control
system are met. Further, the design of a contrslesy must reflect the fact that there are resouoesstraints, and the
benefits of controls must be considered relativéh&ar costs. Because of the inherent limitatiansll control systems, no
evaluation of controls can provide absolute assigrahat all control issues and instances of fréuhy, within Powerwave
have been detected.

Internal Control Over Financial Reporting

There has been no change in our internal contret timancial reporting during the second quartefisdfal 2010 that
has materially affected, or is reasonably likelyrtaterially affect, our internal control over fir@al reporting.
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PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are subject to legal proceedings and claim$iénnormal course of business. We are currentlgrabfig these
proceedings and claims, and, although the outcdrtegal proceedings is inherently uncertain, wacipate that we will be
able to resolve these matters in a manner thatnetllhave a material adverse effect on our constdifinancial position,
results of operations or cash flows.
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ITEM 1A. RISK FACTORS

Our business faces significant risks. The risksdiesd below may not be the only risks we face.ithuhdl risks that
we do not yet know of or that we currently think anmaterial also may impair our business operatidhany of the events
or circumstances described in the following risksually occur, our business, financial conditiondaresults of operation
could suffer, and the trading price of our CommaocE could decline, and you may lose all or a mdryour investment.

Risks Related to the Business

We rely upon a few customers for the majority afrevenues and the loss of any one or more of thesemers, or a
significant loss, reduction or rescheduling of asiérom any of these customers, would have a nastadverse effect on
our business, financial condition and results péations.

We sell most of our products to a small number wdtemers, and while we are continually seekingxjpaad our
customer base, we expect this will continue. Ferfitst half of 2010, sales to Nokia Siemens actedifior approximately
26% of revenues. Nokia Siemens accounted for appedely 37% of our revenues during fiscal 200uribg fiscal 2009,
sales to Alcatel-Lucent declined below 10% of oawenues. Any decline in business with our origirguipment
manufacturer customers, including Nokia Siemens/Alodtel-Lucent, will have an adverse impact on business, financial
condition and results of operations. For the fivalf of 2010, our total sales declined by 9% coradawith the first half of
2009. During this same period, our sales to N&ké&mnens declined approximately 36% which has haelgative impact on
our business and results of operations. Our fusuceess is dependent upon the continued purchéses products by a
small number of customers such as Nokia SiemeneatéliLucent, other original equipment manufactiraretwork
operator customers, and resellers who sell to métwperators. We have strategically focused ouinaiss and sales efforts
on growing the sales of our higher margin prodwastd solutions, as we are not pursuing lower macgimmodity-like
business. This strategy is having an effect of cedusales to original equipment manufacturers. Agductions in demand
from such customers or other customers will negatiimpact our business, financial condition ansuits of operations. If
we are unable to broaden our customer base ansh@xpkationships with major wireless original equgnt manufacturers
and major operators of wireless networks, our essnwill continue to be impacted by unanticipatedhdnd fluctuations
due to our dependence on a small number of custordgranticipated demand fluctuations can have athegimpact on
our revenues and business, and an adverse effamirdpusiness, financial condition and results pérations. In addition,
our dependence on a small number of major custoexgrases us to numerous other risks, including:

. a slowdown or delay in deployment of wirelesswagks by any one or more customers could signiflgan
reduce demand for our products;

. reductions in a single customer’s forecasts amdahd could result in excess inventories;

. the recent recession could negatively affect @nmore of our major customers and cause themgtafgantly
reduce operations, or file for bankruptcy;

. consolidation of customers can reduce demand el a8 increase pricing pressure on our products tdu
increased purchasing leverage;

. each of our customers has significant purchakimgrage over us to require changes in sales tarohsding
pricing, payment terms and product delivery schesiul

. direct competition should a customer decide traase its level of internal designing and/or maaotufring of
wireless communication network products; and

. concentration of accounts receivable credit ngkich could have a material adverse effect onliguidity and
financial condition if one of our major customeescthred bankruptcy or delayed payment of theirivatdes.

Our operating results have been adversely impalbtethe worldwide economic crisis and credit tiglibgn

Beginning in the fourth quarter of 2008, worldwideonomic conditions significantly deteriorated daethe credit
crisis and other factors, including slower econoradativity, recessionary concerns, increased eneagts, decreased
consumer confidence, reduced corporate profitsyaed or canceled capital spending, adverse bustwditions and
liquidity concerns. All of these factors combineae aaving a negative impact on the availabilitfio&dncial capital which is
contributing to a reduction in demand for infrasture in the wireless communication market. Theseditions make it
difficult for our customers and vendors to accusaferecast and plan future business activitiegysaeg domestic and
foreign businesses to slow or suspend spendinguopreducts and services. As customers face ttafieriging economic
time, they are finding it difficult to gain suffient credit in a timely manner, which has resultecm impairment of their
ability to place orders with us or to make timelgyments to us for previous purchases. If this omes to occur, our
revenues will be further reduced, thereby havingegative impact on our business, financial conditemd results of

36



operations. In addition, we may be forced to inseeaur allowance for doubtful accounts and our adysales outstanding
may increase significantly, which would have a niegaimpact on our cash position, liquidity anddintial condition. We
cannot predict the magnitude, timing or duratiorthig economic recession or its impact on the waglindustry.

We have previously experienced significant reduastim demand for our products by certain custonserd if this
continues, our operating results will be adverseipacted.

We have a history of significant unanticipated mthns in demand that demonstrate the risks reltatenir customer
and industry concentration levels. While our revenhave increased at times during fiscal years, 20035, 2007 and 2008,
a significant portion of this increase was duedo\@rious acquisitions. During fiscal 2009 anaitite first half of 2010, the
global economic crisis and related recession caoatinto have an impact on our customers and theiradd for our
products. It is possible that our customers mayticoa to reduce their demand for wireless infradtice products in the
near term, thereby negatively impacting all companwithin our industry. This possible reductiordemand would have a
negative impact on our business, financial conditiad results of operations.

Also, in the past we have experienced significar@nticipated reductions in wireless network operd@nand as well
as significant delays in demand for 3G and 4G, et igeneration service based products, due toitffepgrojected capital
cost of building such networks and market conceeggrding the inoperability of such network protgcdn combination
with these market issues, a majority of wirelessvnek operators have in the past regularly redubedt capital spending
plans in order to improve their overall cash floWhere is a substantial likelihood that the globadreomic recession will
have continuing effects throughout 2010 and intt12@hereby having a negative impact on networkape deployment
spending plans. The impact of any future reductiorapital spending by wireless network operatomjpled with any
delays in deployment of wireless networks, willukksn reduced demand for our products, which widive a material
adverse effect on our business.

We depend on single sources or limited sourcekdgrcomponents and products, which exposes usk® melated to
product shortages or delays, as well as potentiatpct quality issues, all of which could incredke cost of our products
thereby reducing our operating profits.

During the first half of 2010, we have experienaighificant supply shortages of various electrazdmponents as
well as significantly increased order lead timessfoch components. This combined supply shortagerameased material
order lead times have impacted our ability to tyngloduce products which negatively impacted owenees in the first
half of 2010. We presently expect the supply slygsaand increased lead times to continue througkoL. If these
shortages and extended lead times continue, ourefuevenues will be negatively impacted and ounufecturing costs
may significantly increase. In addition, a numbg&pur products and the parts used in our prodaiesavailable from only
one or a limited number of outside suppliers duenimue component designs, as well as certain tyuatid performance
requirements. To take advantage of volume pricisgalints, we also purchase certain products, amjakith our contract
manufacturers, purchase certain customized comp®ifremn single or limited sources. We have expe&seh and expect to
continue to experience, shortages of single-soancelimited-source components. Shortages have ddpes to adjust our
product designs and production schedules and hawsed us to miss customer requested delivery delissed customer
delivery dates have had a material adverse impaaus financial results. If single-source or lingitsource components
become unavailable in sufficient quantities in ttesired time periods, are discontinued or are abkl only on
unsatisfactory terms, we would be required to pasehcomparable components from other sources apdeneequired to
redesign our products to use such components vauoicld delay production and delivery of our produttgroduction and
delivery of our products are delayed such that wenat meet the agreed upon delivery dates of osiooters, such delays
could result in lost revenues due to customer diations, as well as potential financial penalfes/able to our customers.
Any such loss of revenue or financial penaltiesl@¢dave a material adverse effect on our busirfesmcial condition and
results of operations.

Our reliance on certain single-source and limitedrse components and products also exposes usuancbotract
manufacturers to quality control risks if these [digrs experience a failure in their production qass or otherwise fail to
meet our quality requirements. A failure in a sa@xgburce or limited-source component or productdctarce us to repair or
replace a product utilizing replacement compondhtse cannot obtain comparable replacements oesigt our products,
we could lose customer orders or incur additior@dts, which would have a material adverse effectoon business,
financial condition and results of operations.

We have begun pursuing a strategy of focusing asiness and sales on higher margin products andtisols, as
opposed to lower margin commodity-like productsjctvhhas and will reduce our business with origirequipment
manufacturers. Such reductions in our sales toinabequipment manufacturers may have a materiakaske impact on our
business, financial condition and results of opienadt.

As part of our efforts to improve our profitabilityye made the strategic decision to no longer gufew margin,
commodity-type business. A large portion of thigeyof business has traditionally been done withomajiginal equipment
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manufacturers within the wireless infrastructurdustry. Pursuing this strategy has and will leadbteer sales with such
customers. While the ultimate goal of our strateggio improve our operating margins and profitapilif we are unable to
grow our direct and wireless network operator bessnor other higher margin businesses selling gtscand solutions to
offset any reductions in our lower margin business, overall business will be materially adverseffected. We cannot
provide any assurance that we will be successfekecuting this strategy. If we are not succes#fuljll have a material
adverse effect on our business, financial conditiod results of operations.

We will need additional capital in the future antth additional financing may not be available oudeable terms or
at all.

As of July 4, 2010, we had approximately $62.3 ioillof total cash, including $ 0.9 million in rasted cash. We
cannot provide any guarantee that we will genesaféicient cash in the future to maintain or grow @perations over the
long-term. We rely upon our ability to generateifies cash flow from operations to fund our busgd$ we are not able to
generate positive cash flow from operations, we megd to utilize sources of financing such as owwd® Agreement or
other sources of cash. While our Credit Agreemeavides us with additional sources of liquidity, wey need to raise
additional funds through public or private debtequity financings in order to fund existing opesas or to take advantage
of opportunities, including more rapid internatibeapansion or acquisitions of complementary busses or technologies.
In addition, if our business deteriorates, we mipght unable to maintain compliance with the covemantour Credit
Agreement which could result in reduced availapilinder the Credit Agreement or an event of defantier the Credit
Agreement, or could make the Credit Agreement uitebla to us. If we are not successful in growingr dusinesses,
reducing our inventories and accounts receivabteraanaging the worldwide aspects of our company,operations may
not generate positive cash flow, and we may consmumeash resources faster than we anticipate. Basks would make it
difficult to obtain new sources of financing. Indiibn, if we do not generate sufficient cash fll@m operations, we may
need to raise additional funds to repay our $2TilBon of remaining outstanding convertible subioated debt that we
issued. The holders of this convertible subordishatebt may require us to repurchase $67.9 milloutstanding debt
issued in 2004 on November 15, 2011, $60 milliorNmvember 15, 2013 and $150.0 million in outstagdiebt issued in
2007 on October 1, 2014. Our ability to secureitamthl financing or sources of funding is depertdepon numerous
factors, including the current outlook of our bsig, our credit rating and the market price of @ammon Stock, all of
which are directly impacted by our ability to inase revenues and generate profits. In additionattadability of new
financing is dependent upon functioning debt anditggnarkets with financing available on reasondelens. Given the
recent credit crisis and our credit rating thera ba no guarantee that such a market would beadaito us. If such a
market is not available, we may be unable to ra@& financing, which would negatively impact ousimess and possibly
impact our ability to maintain operations as prégeronducted.

Our ability to increase revenues and generate tpridi subject to numerous risks and uncertaintietuding the
likelihood of decreased revenues in the currentroemnomic environment. Any significant decreas®un revenues or
profitability could reduce our operating cash floarsl erode our existing cash balances. Our abditgduce our inventories
and accounts receivable and improve our cash #oskeependent on numerous risks and uncertaintielsif ave are not able
to reduce our inventories, we will not generate ¢hsh required to operate our business. Our altdityecure additional
financing is also dependent upon not only our kessrprofitability, but also the credit markets, ethhave recently become
highly constrained due to credit concerns arisirogf the subprime mortgage lending market and sulesgqworldwide
economic recession. If we are unable to secureiaddi financing or such financing is not available acceptable terms, we
may not be able to fund our operations, otherwéspond to unanticipated competitive pressureseay our convertible
debt.

We may be adversely affected by the bankruptcyrafisstomers.

One of our original equipment manufacturer custanbiortel, filed for bankruptcy protection in thiest quarter of
2009, and in the third quarter of 2009, they reegigovernment approval of the sale of their ass@&sien the current
economic climate, it is possible that one or mdrew other customers will suffer significant fira@al difficulties, including
potentially filing for bankruptcy protection. In slu an event, the demand for our products from tbese®mers may decline
significantly or cease completely. We cannot gutathat we will be able to continue to generate® demand to offset any
such reductions from existing customers. If we wamable to continue to generate new demand, ountegewill decrease
and our business, financial condition and resultgerations will be negatively impacted.

We may not successfully evaluate the creditworttsnef our customers. While we maintain allowanagsdbubtful
accounts for estimated losses resulting from thability of our customers to make required paymegigater than
anticipated nonpayment and delinquency rates cbalun our financial results and liquidity. Given thecent global
economic recession, there are potential risks edtgr than anticipated customer defaults. If tharfcial condition of any of
our customers were to deteriorate, resulting itngwairment of their ability to make payments, adlial allowances would
be required and would negatively impact our businsancial condition and results of operations.

38



We may incur unanticipated costs as we completeetteucturing of our business.

We have previously encountered difficulties andaglglin integrating and consolidating operationscivhiave had a
negative impact on our business, financial conditmd results of operations. The failure to sudadigsintegrate these
operations could undermine the anticipated benefiid synergies of the restructuring, which couldeasely affect our
business, financial condition and results of openst The anticipated benefits and synergies ofresiructurings relate to
cost savings associated with operational efficieseind greater economies of scale. However, theggpated benefits and
synergies are based on projections and assumptionactual experience, and assume a smooth andssial integration of
our business.

We may need to undertake restructuring actionsénftiture.

We have previously recognized restructuring chatigessponse to slowdowns in demand for our pradactd in
conjunction with cost cutting measures and measirésprove the efficiency of our operations. Asesult of economic
conditions, we may need to initiate additional mestiuring actions that could result in restructgragharges that could have a
material impact on our business, financial conditand results of operations. Such potential resiring actions could
include cash expenditures that would reduce ouilabla cash balances, which would have a negatimeact on our
business.

The potential for increased commodity and energstconay adversely affect our business, financiaditmn and
results of operations.

The world economy has experienced significant flatibns in the price of oil and energy during 20809 and the
first half of 2010. Such fluctuations resulted iigréficant price increases which translated intgHher freight and
transportation costs and, in certain cases, higiaer material supply costs. These higher costs negjatimpacted our
production costs. We were not able to pass on thigeer costs to our customers, and if we insistaising prices, our
customers may curtail their purchases from us. ddss of energy and items directly related to thst ©f energy will
fluctuate due to factors that may not be predigtablich as the economy, political conditions arel wleather. Further
increases in energy prices or the onset of infietip pressures could negatively impact our busjrfesmncial condition and
results of operations.

We have experienced, and will continue to expeegs@nificant fluctuations in sales and operatirggults from
quarter to quarter.

Our quarterly results fluctuate due to a numbédacfors, including:

. the lack of obligation by our customers to pusshtheir forecasted demand for our products;

. costs associated with restructuring activitiegluding severance, inventory obsolescence andityaclosure
costs;

. variations in the timing, cancellation, or resthkng of customer orders and shipments;

. costs associated with consolidating acquisitions;

. high fixed expenses that increase operating esggerespecially during a quarter with a sales fibrt
. product failures and associated warranty andeild-Eervice support costs;

. discounts given to certain customers for largiem@ purchases; and

. shortages of materials and components to manur&acur products.

We have regularly generated a large percentagerofewenues in the last month of a quarter. Becagsattempt to
ship products quickly after we receive orders, wa/mot always have a significant backlog of unfilerders at the start of
each quarter and we may be required to book aantidtportion of our orders during the quarteminich these orders ship.
Our major customers generally have no obligatiopucchase forecasted amounts and may cancel octersge delivery
schedules or change the mix of products ordereld mitimal notice and without penalty. As a resw, may not be able to
accurately predict our quarterly sales. Becauseegpense levels are partially based on our expentabf future sales, our
expenses may be disproportionately large relativeur revenues, and we may be unable to adjustdspgin a timely
manner to compensate for any unexpected revenuédaghdAny shortfall in sales relative to our qtenly expectations or
any delay of customer orders would adversely affectbusiness, financial condition and resultsggrations.

Order deferrals and cancellations by our custonuErslining average sales prices, changes in theofrixoducts sold,
shortages of materials, delays in the introductbmew products and longer than anticipated sajetes for our products
have adversely affected our business, financiatlitimm and results of operations in the past. Diesfhiese factors, we, along
with our contract manufacturers, maintain significéinished goods, work-in-progress and raw makeiiiaventory to meet
estimated order forecasts. If our customers puechhess than their forecasted orders or cancel lay dexisting purchase
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orders, there will be higher levels of inventorgtiiace a greater risk of obsolescence. If ourornsts choose to purchase
products in excess of the forecasted amounts aa iifferent product mix, there might be inadequateentory or
manufacturing capacity to fill their orders.

Due to these and other factors, our past resutsar reliable indicators of our future performan€ature revenues
and operating results may not meet the expectatibngarket analysts or investors. In either case price of our Common
Stock could be materially adversely affected.

Our average sales prices have declined, and weipate that the average sales prices for our praslwall continue
to decline and negatively impact our gross profitrgins.

Wireless service providers are continuing to plpdeing pressure on wireless infrastructure martufaes, which in
turn, has resulted in lower selling prices for puwducts, with certain competitors aggressivelyoag prices in an effort to
increase their market share. The consolidation rafiral equipment manufacturers such as Alcateldnicand Nokia
Siemens has concentrated purchasing power at thiwiag entities, placing further pricing pressumsthe products we sell
to such customers. Moreover, the current recessaancaused wireless service providers to become mggressive in
demanding price reductions as they attempt to edosts. As a result, we are forced to further cechur prices to such
customers, which has had a negative impact on asinéss, financial condition and results of operei If we do not agree
to lower our prices as some customers requeste thestomers may stop purchasing our products, whatlld significantly
impact our business. We believe that the averalps gaices of our products will continue to declioe the foreseeable
future. The weighted average sales price for oadpets declined approximately 2% to 11% from fis2@08 to fiscal 2009
and we expect that this will continue going forwasihce wireless infrastructure manufacturers fesdly negotiate supply
arrangements far in advance of delivery dates, wetmften commit to price reductions for our pradugefore we know
how, or if, we can obtain such cost reductions.hémgoing consolidation in our industry, the ina@@ size of many of our
customers allows them to exert greater pressungsdn reduce prices. In addition, average saleepiare affected by price
discounts negotiated without firm orders for lakgdume purchases by certain customers. To offselindleg average sales
prices, we must reduce manufacturing costs anchatély develop new products with lower costs othhigaverage sales
prices. If we cannot achieve such cost reductionsaeases in average selling prices, our grosgimawill decline.

Our suppliers, contract manufacturers or custonmrsld become competitors.

Many of our customers, particularly our originaluggment manufacturer customers, internally desigwl/@r
manufacture their own wireless communications netwwoducts. These customers also continuouslyuat@lwhether to
manufacture their own wireless communications netweroducts or utilize contract manufacturers toduce their own
internal designs. Certain of our customers regylprbduce or design wireless communications netwwodducts in an
attempt to replace products manufactured by uadtition, some customers threaten to undertake aciibities if we do
not agree to their requested price reductions. Alie\e that these practices will continue. In therg that our customers
manufacture or design their own wireless commuitnatnetwork products, these customers might redueiminate their
purchases of our products, which would result iduced revenues and would adversely impact our bssjnfinancial
condition and results of operations. Wireless stitacture equipment manufacturers with internal ufacturing capabilities,
including many of our customers, could also sellreleiss communications network products externadly other
manufacturers, thereby competing directly with brs.addition, our suppliers or contract manufactsireray decide to
produce competing products directly for our custanand, effectively, compete against us. If, foy e#ason, our customers
produce their wireless communications network potsliunternally, increase the percentage of theierimal production,
require us to participate in joint venture manufisicly with them, require us to reduce our pricegjage our suppliers or
contract manufacturers to manufacture competinglymts, or otherwise compete directly against us,reuenues would
decrease, which would adversely impact our busjriggmcial condition and results of operations.

Our success is tied to the growth of the wirelessises communications market and our future reeegrowth is
dependent upon the expected increase in the sthésaharket.

Our revenues come from the sale of wireless comeations network products and coverage solutions. fGture
success depends solely upon the growth and inateasailability of wireless communications servicedlireless
communications services may not grow at a rate dastugh to create demand for our products, as we bBaperienced
periodically throughout the past six years. Somewfnetwork operator customers rely on creditinarice the build-out or
expansion of their wireless networks. The currenedit environment and the worldwide economic reicessesulted in
lower revenues in fiscal 2009 and 2010 and wikl§kresult in a reduction of demand from some af customers in the
near term. Another example of unanticipated reduastiwas during fiscal 2006 and into fiscal 2007ewla major North
American wireless network operator significantlglueed demand for new products. In addition, dutimg same period,
several major equipment manufacturers began a ggamfeconsolidating their operations, which sigmifitly reduced their
demand for our products. This reduced spending meless networks had a negative impact on our tipgraiesults. If
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wireless network operators delay or reduce levélgapital spending, our business, financial conditand results of
operations would be negatively impacted.

Our reliance on contract manufacturers exposeoussks of excess inventory or inventory carryiogts.

We use contract manufacturers to produce printediciboards for our products, and in certain casesnanufacture
finished products. If our contract manufacturees amable to respond in a timely fashion to chamgesistomer demand, we
may be unable to produce enough products to respgondudden increases in demand, resulting in lesenues.
Alternatively, in the case of order cancellationslecreases in demand, we may be liable for exaresbsolete inventory or
cancellation charges resulting from contractualchase commitments that we have with our contractufisturers. We
regularly provide rolling forecasts of our requirembs to our contract manufacturers for planningppses, pursuant to our
agreements, a portion of which is binding uponAdditionally, we are committed to accept deliverytbe forecasted terms
for a portion of the rolling forecast. Cancellasoof orders or changes to the forecasts providednioof our contract
manufacturers may result in cancellation costs Iplayay us. In the past, we have been requiredki® dalivery of materials
from our suppliers and subcontractors that werexitess of our requirements, and we have previaesiggnized charges
and expenses related to such excess material. Péetethat we will incur such costs in the future.

By using contract manufacturers, our ability toedity control the use of all inventories is redusitce we do not
have full operating control over their operationt.we are unable to accurately forecast demand dor contract
manufacturers and manage the costs associatedouiticontract manufacturers, we may be requiredutclase excess
inventory and incur additional inventory carryingsts. If we or our contract manufacturers are wnabltilize such excess
inventory in a timely manner, and are unable td setess components or products due to their cusemmature, our
business, financial condition and results of openstwould be negatively impacted.

Future additions to, or consolidations of manufaittg operations may present risks, and we may lablento achieve
the financial and strategic goals associated withtsactions.

We have previously added new manufacturing locatias well as consolidated existing manufacturigtions in an
attempt to achieve operating cost savings and iwgatooperating results. We continually evaluate g¢héges of
opportunities. We may acquire or invest in newatans, or we may consolidate existing locatiorts iither existing or
new locations in order to reduce our manufactudosts. In 2009, we established a new manufactdwitetion in Thailand.
Such activities subject us to numerous risks amgdainties, including the following:

. difficulty integrating the new locations into oexisting operations;
. difficulty consolidating existing locations intme location;

. inability to achieve the anticipated financiabasirategic benefits of the specific new locatioransolidation;
. significant unanticipated additional costs inegrto start up a new manufacturing location;

. inability to attract key technical and managepiaisonnel to a new location;

. inability to retain key technical and managepatsonnel due to the consolidation of locationa t@w location;

. diversion of our management’s attention from otgsiness issues;

. failure of our review and approval process toniifg significant issues, including issues relatedmanpower,
raw material supplies, legal and financial contimgjes.

If we are unable to manage these risks effectieaypart of any investment in a new manufacturingation or
consolidation of locations, our business would theeasely affected.

Future acquisitions, or strategic alliances, mayegent risks, and we may be unable to achieve ttamdial and
strategic goals intended at the time of any actjoisior strategic alliance.

In the past, we have acquired and made investnierdther companies, products and technologies ateted into
strategic alliances with other companies. We caatiy evaluate these types of opportunities. We @aayuire or invest in
other companies, products or technologies, or wg emder into joint ventures, mergers or stratedjiareces with other
companies. Such transactions subject us to numeigkss including the following:

. difficulty integrating the operations, technoloayd personnel of the acquired company;
. inability to achieve the anticipated financiabastrategic benefits of the specific acquisitiorstategic alliance;

. significant additional warranty costs due to pretdfailures and or design differences that wereidentified
during due diligence, which could result in chartgesarnings if they are not recoverable from tikes

. inability to retain key technical and managepetsonnel from the acquired company;

. difficulty in maintaining controls, proceduresdapolicies during the transition and integrationqass;
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. diversion of our management’s attention from othgsiness concerns;

. failure of our due diligence process to idensifgnificant issues, including issues with respegiroduct quality,
product architecture, legal and financial continges, and product development; and

. significant exit charges if products acquiredirsiness combinations are unsuccessful.

If we are unable to manage these risks effectiaslyart of any acquisition or joint venture, ousibess would be
adversely affected.

We may fail to develop products that are suffidjenmtanufacturable, which could negatively impact ahility to sell
our products.

Manufacturing our products is a complex process thguires significant time and expertise to meggt@mers’
specifications. Successful manufacturing is sultistiin dependent upon the ability to assemble am tthese products to
meet specifications in an efficient manner. In tiigard, we largely depend on our staff of assemlagkers and trained
technicians at our internal manufacturing operatiom the United States, Europe and Asia, as welbas contract
manufacturers’ staff of assembly workers and tmiteehnicians. If we cannot design our productmiteimize the manual
assembly and tuning process, or if we or our cehtraanufacturers lose a number of trained assemiolgkers and
technicians or are unable to attract additionahéw assembly workers or technicians, we may beélant have our
products manufactured in a cost effective manner.

We may fail to develop products that are of adegjuptality and reliability, which could negativelppact our ability
to sell our products and could expose us to sigaif liabilities.

We have had quality problems with our productsudiilg those we have acquired in acquisitions. Weg have
similar product quality problems in the future. \Wave replaced components in some products andcegpkntire products
in accordance with our product warranties. We belithat our customers will demand that our produstet increasingly
stringent performance and reliability standardswvéf cannot keep pace with technological developsjentolving industry
standards and new communications protocols, ifalldd adequately improve product quality and nmbetquality standards
of our customers, or if our contract manufacturfaisto achieve the quality standards of our cugtsnwe risk losing
business which would negatively impact our businésancial condition and results of operationssiga problems could
also damage relationships with existing and prasgecustomers and could limit our ability to markeir products to large
wireless infrastructure manufacturers, many of Whicild their own products and have stringent dyalontrol standards.
In addition, we have incurred significant costsradding quality issues from products that we haggiiaed in certain of our
acquisitions. We are also required to honor certaamranty claims for products that we have acquiirecbur recent
acquisitions. While we seek recovery of amounts e have paid, or may pay in the future to resaliagranty claims
through indemnification from the original manufaety this can be a costly and time consuming pceés our contracts
with customers, we negotiate liability limits bubtrall of the contracts contain liability limits érsome contracts contain
limits which are greater than the price of the jicid sold. As a result, if we have quality proldewith our products that
we cannot fix and our customers bring a claim agais, we could incur significant liabilities whigtould have a material
adverse effect on our business, financial conditiod results of operations.

If we are unable to hire and retain highly-qualdiéechnical and managerial personnel, we may nadtide to sustain
or grow our business.

Competition for personnel, particularly qualifiedgineers, is intense. The loss of a significant lbemnof qualified
engineers, as well as the failure to recruit aathtadditional technical personnel in a timely memmrould have a material
adverse effect on our business, financial conditind results of operations. The departure of angunfmanagement and
technical personnel, the breach of their confiddityi and non-disclosure obligations to us or thdufe to achieve our
intellectual property objectives may also have &ema adverse effect on our business.

We believe that our success depends upon the kdge/land experience of our management and techpgcabnnel
and our ability to market our existing products amdevelop new products. Our employees are gdpemaployed on an at-
will basis and do not have non-compete agreeme&hexefore, we have had, and may continue to haap|ayees leave us
and go to work for competitors.

There are significant risks related to our interrzald contract manufacturing operations in Asia &dope.

As part of our manufacturing strategy, we utilizngact manufacturers to make finished goods apglgyrinted
circuit boards in China, Europe, India, Singapone dhailand. We also maintain our own manufacturapgrations in
China, Estonia, the United States and our newltdished manufacturing facility in Thailand.

The Chinese legal system lacks transparency, whiebs the Chinese central and local governmentoaitis a
higher degree of control over our business in Chiven is customary in the United States which makesprocess of
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obtaining necessary regulatory approval in Chinkeiantly unpredictable. In addition, the protectiaocorded our
proprietary technology and know-how under the Céénand Thai legal systems is not as strong asittiited States and,
as a result, we may lose valuable trade secretcampetitive advantage. Also, manufacturing ourdpiis and utilizing
contract manufacturers, as well as other supptiemsughout the Asia region, exposes our busineshdorisk that our
proprietary technology and ownership rights may lm®tprotected or enforced to the extent that thay be in the United
States.

Although the Chinese government has been purswoganic reform and a policy of welcoming foreigwestments
during the past two decades, it is possible thatGhinese government will change its current padich the future, making
continued business operations in China difficultnprofitable.

In September 2006, Thailand experienced a milicayp which overturned the existing governmentate 2008, anti-
government protests and civilian occupations custeid with a court-ordered ouster of Thailand’s griminister. In 2009
and the first half of 2010, continuing turmoil hiaspacted the government of Thailand, and at thisignificant civil
unrest continues. To date, this has not had aterg-impact on our operations in Thailand. If thare future coups or some
other type of political unrest, such activity magpiact the ability to manufacture products in tlagion and may prevent
shipments from entering or leaving the country. Angh disruptions could have a material negatiygachon our business,
financial condition and results of operations.

We require air or ocean transport to deliver prasidmilt in our various manufacturing locationsaior customers.
High energy costs have increased our transportatamts which have had a negative impact on our ymtozh costs.
Transportation costs would also escalate if thezeeva shortage of air or ocean cargo space andigniicant increase in
transportation costs would cause an increase inegpenses and negatively impact our business, diaboondition and
results of operations. In addition, if we are ueatal obtain cargo space or secure delivery of carapts or products due to
labor strikes, lockouts, work slowdowns or work pgiages by longshoremen, dock workers, airline pilot other
transportation industry workers, our delivery obgucts could be delayed.

The initial sales cycle associated with our produist typically lengthy, often lasting from ninedighteen months,
which could cause delays in forecasted sales andecais to incur substantial expenses before werdeaoy associated
revenues.

Our customers normally conduct significant techine@aluations, trials and qualifications of our guots before
making purchase commitments. This qualificationcpss involves a significant investment of time egsburces from both
our customers and us in order to ensure that amdyat designs are fully qualified to perform asuieed. The qualification
and evaluation process, as well as customer figddst may take longer than initially forecastedereby delaying the
shipment of sales forecasted for a specific custdorea particular quarter and causing our opegatasults for the quarter
to be less than originally forecasted. Such a stestfall would reduce our profitability and neigaty impact our business,
financial condition and results of operations.

We conduct a significant portion of our businegsrimationally, which exposes us to increased bissimisks.

For the first half of 2010, and for fiscal year20and 2008, international revenues (excluding IN@rnerican sales)
accounted for approximately 67%, 74% and 70% ofrmirsales, respectively. There are many risksahatently impact,
and will continue to impact, our international mess and multinational operations, including thHe¥ang:

. compliance with multiple and potentially confling regulations in Europe, Asia and North and Sdrtferica,
including export requirements, tariffs, import estiand other trade barriers, as well as health safety
requirements;

. potential labor strikes, lockouts, work slowdovarsl work stoppages at U.S. and international ports
. differences in intellectual property protectidghsoughout the world;

. difficulties in staffing and managing foreign epgons in Europe, Asia and South America, inclgdialations
with unionized labor pools in Europe and in Asia;

. longer accounts receivable collection cyclesundpe, Asia and South America;
. currency fluctuations and resulting losses omenay translations;
. terrorist attacks on American companies;

. economic instability, including inflation and érest rate fluctuations, such as those previousgn sn South
Korea and Brazil;

. competition for foreign-based suppliers througttbe world;
. overlapping or differing tax structures;
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. the complexity of global tax and transfer pricmdes and regulations and our potential inabtiitypenefit/offset
losses in one tax jurisdiction with income from Hrew;

. cultural and language differences between théddristates and the rest of the world; and
. political or civil turmoil, such as that occurgiin Thailand.

Any failure on our part to manage these risks ¢iffety would seriously reduce our competitivenasghe wireless
infrastructure marketplace.

Protection of our intellectual property is limited.

We rely upon trade secrets and patents to protectirgellectual property. We execute confidentialénd non-
disclosure agreements with certain employees anduppliers, as well as limit access to and distiiim of our proprietary
information. We have an ongoing program to iderdifyl file applications for U.S. and other interoaél patents.

The departure of any of our management and tedhpécaonnel, the breach of their confidentialitglaron-disclosure
obligations to us, or the failure to achieve ouellectual property objectives could have a mateiverse effect on our
business, financial condition and results of openat We do not have non-compete agreements witlkeployees who are
generally employed on an at-will basis. Therefave, have had, and may continue to have, employes las and go to
work for competitors. If we are not successful intpbiting the unauthorized use of our proprietgghnology or the use of
our processes by a competitor, our competitive aidge may be significantly reduced which would hesu reduced
revenues.

We are at risk of third-party claims of infringentéat could harm our competitive position.

We have received third-party claims of infringeménthe past and have been able to resolve sudémshaithout
having a material impact on our business. As thabar of patents, copyrights and other intellecpraperty rights in our
industry increases, and as the coverage of thghtsrand the functionality of the products in tharket further overlap, we
believe that we may face additional infringemeiatiras. These claims, whether valid or not, couldilteés substantial cost
and diversion of our resources. A third-party claigninfringement may also obtain an injunction t¢hey equitable relief,
which could effectively block the distribution oale of allegedly infringing products, which wouldversely affect our
customer relationships and negatively impact ovemees.

The communications industry is heavily regulatee. Must obtain regulatory approvals to manufactunel aell our
products, and our customers must obtain approval®perate our products. Any failure or delay by arsany of our
customers to obtain these approvals could negativepact our ability to sell our products.

Various governmental agencies have adopted regnfathat impose stringent radio frequency emissitaisdards on
the communications industry. Future regulations megguire that we alter the manner in which radgnals are transmitted
or otherwise alter the equipment transmitting ssigfmals. The enactment by governments of new lawggulations or a
change in the interpretation of existing regulagionuld negatively impact the market for our prdduc

The increasing demand for wireless communicati@ssdxerted pressure on regulatory bodies worldteidelopt new
standards for such products, generally followintgesive investigation and deliberation over competechnologies. The
delays inherent in this type of governmental apatqrocess have caused, and may continue to ctheseancellation,
postponement or rescheduling of the installatiooarhmunications systems by our customers. Thesstgpunanticipated
delays would result in delayed or canceled custangers.

We are subject to numerous governmental regulattmmeerning the manufacturing and use of our prasludVe
must stay in compliance with all such regulatiomsl @ny future regulations. Any failure to compligtmsuch regulations,
and the unanticipated costs of complying with fetteggulations, may adversely affect our businésan€ial condition and
results of operations.

We manufacture and sell products which containtela@ components, and as such components may inonta
materials that are subject to government regulatidmoth the locations that we manufacture andrableour products, as
well as the locations where we sell our productn example of a regulated material is the use afllen electronic
components. We maintain compliance with all currgovernment regulations concerning the materigilized in our
products, for all the locations in which we operatgince we operate on a global basis, this ismptex process which
requires continual monitoring of regulations andozagoing compliance process to ensure that we anduppliers are in
compliance with all existing regulations. There areas where future regulations may be enactechvdoiuld increase our
cost of the components that we utilize. While wendt currently know of any proposed regulatiorargiing components in
our products, which would have a material impactoum business, if there is an unanticipated newulegign which
significantly impacts our use of various componemtgequires more expensive components, that whalce a material
adverse impact on our business, financial condaiod results of operations.
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Our manufacturing process is also subject to nuosegovernmental regulations, which cover both tee of
various materials as well as environmental conceriiée maintain compliance with all current govermieegulations
concerning our production processes, for all lastiin which we operate. Since we operate on laagjloasis, this is also a
complex process which requires continual monitohgegulations and an ongoing compliance processnsure that we
and our suppliers are in compliance with all erigtiegulations. There are areas where future asigns may be enacted
which could increase our manufacturing costs. @mea which has a large number of potential chaitgesgulations is the
environmental area. Environmental areas such lgipa and climate change have had significantdiegive and regulatory
efforts on a global basis, and there are expeadzktadditional changes to the regulations in tle@eas. These changes
could directly increase the cost of energy whicly tmave an impact on the way we manufacture prodarctsilize energy to
produce our products. In addition, any new regufat or laws in the environmental area might insesthe cost of raw
materials we use in our products. While future ¢fesnin regulations appears likely, we are curremtlgtble to predict how
any such changes will impact us and if such impadise material to our business. If there iseavaw or regulation that
significantly increases our costs of manufacturargcauses us to significantly alter the way that mwanufacture our
products, this would have a material adverse affaaiur business, financial condition and resultsperations.

The wireless communications infrastructure equipniedustry is extremely competitive and is charezéa by rapid
technological change, frequent new product devedymrapid product obsolescence, evolving industandards and
significant price erosion over the life of a prodluié we are unable to compete effectively, ourifess, financial condition
and results of operations would be adversely adfixct

Our products compete on the basis of the follovanaracteristics:

. performance;

. functionality;

. reliability;
. pricing;
. quality;

. designs that can be efficiently manufacturecangé volumes;
. time-to-market delivery capabilities; and
. compliance with industry standards.

If we fail to address the above factors, there @¢dnd a material adverse effect on our businesandiml condition and
results of operations.

Our current competitors include ADC Telecommuniwagi, Inc., CommScope, Inc., Fujitsu Limited, Hitaklbkusai
Electric Inc., Japan Radio Co., Ltd., Kathrein-WekG, Mitsubishi Electric Corporation, and Radi@fuency Systems, in
addition to a number of privately held companigstighout the world, subsidiaries of certain muliimaal corporations and
the internal manufacturing operations and desigugs of the leading wireless infrastructure manuf@es such as Alcatel-
Lucent, Ericsson, Huawei, Motorola, Nokia Siememnsl &amsung. Some competitors have adopted aggrepsning
strategies in an attempt to gain market share,wini¢urn, has caused us to lower our prices ireotd remain competitive.
Such pricing actions have had an adverse effedunrbusiness, financial condition and results aérafions. In addition,
some competitors have significantly greater finahdechnical, manufacturing, sales, marketing @theér resources than we
do and have achieved greater name recognitionhiair products and technologies than we have. Ifanee unable to
successfully increase our market penetration orowerall share of the wireless communications stfiecture equipment
market, our revenues will decline, which would riagdy impact our business, financial condition aedults of operations.

Our failure to enhance our existing products ord@velop and introduce new products that meet chpgustomer
requirements and evolving technological standamigd have a negative impact on our ability to self products.

To succeed, we must improve current products andlde and introduce new products that are competiti terms
of price, performance and quality. These productstnadequately address the requirements of wirelgssstructure
manufacturing customers and end-users. To devedapproducts, we invest in the research and devedopmf wireless
communications network products and coverage swistiWe target our research and development effortaajor wireless
network deployments worldwide, which cover a breadge of frequency and transmission protocols.dditeon, we are
currently working on products for next generatiaiworks, as well as development projects for preslvequested by our
customers and improvements to our existing produdis deployment of a wireless network may be dedawhich could
result in the failure of a particular research evelopment effort to generate a revenue producingyet. Additionally, the
new products we develop may not achieve marketpa@oee or may not be able to be manufactured dtesttigely in
sufficient volumes. Our research and developmeottsfare generally funded internally and our costts do not normally
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pay for our research and development efforts. Thexss are expensed as incurred. Therefore, ifedfarts are not
successful at creating or improving products thrat @urchased by our customers, there will be athegampact on our
business, financial condition and results of openstdue to high research and development expenses.

Our business depends on effective information mamagt systems.

We rely on our enterprise resource planning (ERRB)esns to support critical business operations sischvoicing
and processing sales orders, inventory controlchmaging and supply chain management, human resoarw financial
reporting. We periodically implement upgrades te #RP systems or migrate one or more of our a#giafacilities or
operations from one system to another. If we ar@blento adequately maintain these systems to stippordeveloping
business requirements or effectively manage anyadgggor migration, we could encounter difficultiat could have a
material adverse impact on our business, finamoiatlition and results of operations.

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

Variability in the mix and profitability of domestiand international activities, repatriation ofréags from foreign
affiliates, identification and resolution of var®tax uncertainties and the inability to realiz¢ ogerating losses and other
carry-forwards included in deferred tax assets,rayather matters, may significantly impact our efffee income tax rate in
the future. A significant increase in our effectiveome tax rate could have a material adverse éinpa our business,
financial condition and results of operations.

Our business is subject to the risks of earthquakekother natural catastrophic events, and tornfgtions by man-
made problems such as computer viruses or terrorism

Our corporate headquarters and a large portioruotlS.-based research and development operatiensaated in
the State of California in regions known for seismctivity. In addition, we have production faédg and have outsourced
some of our production to contract manufacturerésia, another region known for seismic activity.sfgnificant natural
disaster, such as an earthquake in either of treggens, could have a material adverse effect anboginess, financial
condition and results of operations. In additioaspite our implementation of network security measuour servers are
vulnerable to computer viruses, break-ins, andlamdisruptions from unauthorized tampering witlr samputer systems.
Any such event could have a material adverse effiectur business, financial condition and resultsprations.

At times during 2008 and 2009, our stock price dat meet the minimum bid price for continued Igtion the
NASDAQ Global Select Market. Our ability to publidr privately sell equity securities and the lidity of our Common
Stock could be adversely affected if we are delistem the NASDAQ Global Select Market or if we anable to transfer
our listing to another stock market.

The bid price for our Common Stock on the NASDA®I@&I Select Market was below $1.00 for a signiftqaeriod
of time during fiscal 2009. The NASDAQ MarketplaReles provide that one of the continuing listieguirements for an
issuer’'s common stock is having a minimum bid pride$1.00 per share. NASDAQ announced a moratoriumthe
enforcement of this minimum bid requirement. Hoem\this moratorium was rescinded on July 31, 2@0@, NASDAQ
has not indicated an intention to reinstate the atooium. We cannot control whether NASDAQ will neiate the
moratorium again in the future or whether NASDAQI wiake any other concessions to allow issuersvimdapotential
delisting. Accordingly, if the bid price of our @mnon Stock does not stay above $1.00 per shareiswéeing delisted
from the NASDAQ Global Select Market.

If our Common Stock is delisted by NASDAQ, our Coomtock may be eligible to trade on the OTC Bidl&oard
maintained by NASDAQ, another over-the-counter gtioh system, or on the pink sheets. Each of thésenatives will
likely result in it being more difficult for invests to dispose of, or obtain accurate quotation® dlse market value of our
Common Stock. In addition, there can be no asser#imt our Common Stock will be eligible for traglion any of such
alternative exchanges or markets.

In addition, delisting from NASDAQ could adverselifect our ability to raise additional capital thgh the public or
private sale of equity securities. Delisting frorASDAQ also would make trading our Common Stock niféicult for
investors, potentially leading to further declime®ur share price and inhibiting a stockholdebdity to liquidate all or part
of their investment in Powerwave.

The price of our Common Stock has been, and maynoento be, volatile and our shareholders may loetable to
resell shares of our Common Stock at or above tive paid for such shares.

The price for shares of our Common Stock has etddbinigh levels of volatility with significant volne and price
fluctuations, which makes our Common Stock unstététr many investors. For example, for the threarg ended January
3, 2010, the closing price of our Common Stock ezhfrom a high of $7.45 to a low of $0.23 per shdietimes, the
fluctuations in the price of our Common Stock magvén been unrelated to our operating performancesd troad
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fluctuations may negatively impact the market piéeshares of our Common Stock. The price of oum@won Stock may
also have been influenced by:

. fluctuations in our results of operations or tipeerations of our competitors or customers;
. the aggregate amount of our outstanding debpanckptions about our ability to make debt serpagments;

. failure of our results of operations and saleseneies to meet the expectations of stock markdystsaand
investors;

. reductions in wireless infrastructure demand>qreetations regarding future wireless infrastruetdemand by
our customers;

. delays or postponement of wireless infrastructleeloyments, including new 3G deployments;
. changes in stock market analyst recommendatigerding us, our competitors or our customers;
. the timing and announcements of technologicabwations, new products or financial results by wsoor

competitors;
. lawsuits attempting to allege misconduct by tleen@any and its officers;
. increases in the number of shares of our Comntock®utstanding; and

. changes in the wireless industry.

In addition, the potential conversion of our outsliiag convertible debt instruments would add apimexely
58.6 million shares of Common Stock to our outstagidshares. Such an increase may lead to saletaséss or the
perception that sales may occur, either of whicly adversely affect the market for, and the markitepof, our Common
Stock. Any potential future sale or issuance ofet®f our Common Stock or instruments convertitslexchangeable into
shares of our Common Stock, or the perceptionghelh sales or transactions could occur, could adiernffect the market
price of our Common Stock.

Based on the above, we expect that our stock pritecontinue to be extremely volatile. Therefonee cannot
guarantee that our investors will be able to resgllCommon Stock at or above the price at whiely fhurchased it.

Failure to maintain effective internal controls eviinancial reporting could adversely affect ourdiness and the
market price of our Common Stock.

Pursuant to rules adopted by the SEC under theaBasbOxley Act of 2002, we are required to asshss t
effectiveness of our internal controls over finahceporting and provide a management report orirdgarnal controls over
financial reporting in all annual reports. This oepcontains, among other matters, a statemend aghether our internal
controls over financial reporting are effective ahé disclosure of any material weaknesses in ot@rnal controls over
financial reporting identified by management. Sac#04 also requires our independent registereticpatcounting firm to
audit management’s report.

The Committee of Sponsoring Organizations of theafiway Commission (COSO) provides a framework for
companies to assess and improve their internata@osistems. Auditing Standard No. 5 provides thefgssional standards
and related performance guidance for auditorspgonteon the effectiveness of internal control ofieancial reporting under
Section 404. Management’s assessment of intermaitate over financial reporting requires managentemhake subjective
judgments, and some of these judgments will beréasthat may be open to interpretation. Therefoue, management’s
report on our internal controls over financial repw may be difficult to prepare, and our auditaray not agree with our
management’s assessment.

Subsequent to the issuance of our consolidateddiabstatements for the year ended January 3,,20&0dentified
an error in the accounting for our Existing Noted éhe application of ASC Topic 470-2@é&bt with Conversion and Other
Options,” to that instrument. We did not timely adopt théswnaccounting standard due to insufficient analg§ige impact
of the standard on our financial statements whéstulted in a restatement of the 2009 consolidateehéial statements. This
is a material weakness and during the first quat@010, we completed the design and implementaifccontrol activities
to remediate this issue. As a result, we curreléjeve our internal controls over financial repugtare effective. We are
required to comply with Section 404 on an annuaiand if, in the future, we identify one or monaterial weaknesses in
our internal controls over financial reporting dwithis continuous evaluation process, our managemay not be able to
assert that such internal controls are effectidthcigh we currently anticipate satisfying the rieginents of Section 404 in
a timely fashion, we cannot be certain as to thentj of completion for our future evaluation, testiand any required
remediation due in large part to the fact thatehare limited precedents available by which to meagompliance with
these new requirements. Therefore, if we are untabdssert that our internal controls over finah@aorting are effective in
the future, or if our auditors are unable to attkat our management’s report is fairly statedherytare unable to express an
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opinion on the effectiveness of our internal colstrave could lose investor confidence in the accyiend completeness of
our financial reports, which would have an adveffect on our business and the market price ofGammon Stock.

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

Recent dramatic changes in the global financialketarhave weakened global economic conditions. & lcbanges
have had, and we anticipate they will continue &veh an impact on our liquidity. These impacts udel some of our
customers facing liquidity shortages which affdmtit payments to us, and the general tightnesfiénfinancial credit
markets which limits credit available to us as veallsome of our customers. Given our current oipgragsh flow, financial
assets, access to the capital markets and avallabke of credit, we continue to believe that wél Wwe able to meet our
financing needs for the foreseeable future. Howetreare can be no assurance that global economditens will not
worsen, which could have a corresponding negatffecteon our liquidity. In addition, while we belie that we have
invested our financial assets in sound financiatifations, should these institutions limit acces®ur assets, breach their
agreements with us or fail, we may be adverselgcadtl. Furthermore, volatile financial and creditrkets may reduce our
ability to raise capital or refinance our debt aadrable terms, if at all, which could materialggact our ability to meet our
obligations. As market conditions change, we wlhtthue to monitor our liquidity position.

Our shareholder rights plan and charter documernsld make it more difficult for a third-party to quire us, even if
doing so would be beneficial to our shareholders.

Our shareholder rights plan and certain provisioingur certificate of incorporation and Delawarer lare intended to
encourage potential acquirers to negotiate witlang allow our Board of Directors the opportunityctansider alternative
proposals in the interest of maximizing shareholdaiue. However, such provisions may also discoairagquisition
proposals or delay or prevent a change in contrioich in turn, could harm our stock price and chargholders.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Issuer Purchases of Equity Securities
The following table details the repurchases thateweade during the second quarter of 2010:

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)
April5=May 9 ..o — — — —
May 10 —JUNE B.....oeeevvieeeciieeecmeee e 4,036 @ $ 1.78 — —
June 7 —JUly 4 ... — — — —

(1) During May 2010, 4,036 shares of Common Stock wereendered to us to cover tax withholding obligiasi with
respect to the vesting of 9,687 shares under casdirstock grants.
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ITEM 6. EXHIBITS
The following exhibits are filed as part of thipoet:

Exhibit
Number Description

31.1 Certification of the Chief Executive Officer pursiido Rule 13a-14(a) under the Securities Exchaxmef 1934.
31.2 Certification of the Chief Financial Officer pursuao Rule 13a-14(a) under the Securities Exchaxmef 1934.

32.1 Certification of the Chief Executive Officer pursuidao Section 906 of the Sarbanes-Oxley Act of 20@®U.S.C.
Section 1350.*

32.2 Certification of the Chief Financial Officer pursuao Section 906 of the Sarbanes-Oxley Act of 20@&U.S.C.
Section 1350.*

* |In accordance with Item 601(b)(32)(ii) of Regudet S-K, this exhibit shall not be deemed “filedirfthe purposes of

Section 18 of the Securities and Exchange Act @416 otherwise subject to the liability of thatgen, nor shall it be
deemed incorporated by reference in any filing utide Securities Act of 1933 or the Securities Exgie Act of 1934.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdréport to be
signed on its behalf by the undersigned, thereduatp authorized.

Date: August 4, 2010 POWERWAVE TECHNOLOGIES, INC.

By:/s/ KEVIN T. MICHAELS
Kevin T. Michaels
Chief Financial Officer
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EXHIBIT 31.1
CERTIFICATION

[, Ronald J. Buschur, certify that:

1.
2.

| have reviewed this Quarterly Report on ForrQLOf Powerwave Technologies, Inc. (the “Registiant

Based on my knowledge, this report does notadorgny untrue statement of a material fact or dmitate a
material fact necessary to make the statements,matight of the circumstances under which sudateshents
were made, not misleading with respect to the pecmvered by this report;

Based on my knowledge, the financial statemetd,other financial information included in theport, fairly
present in all material respects the financial éio results of operations and cash flows of Registrant as
of, and for, the periods presented in this report;

The Registrant’s other certifying officer andré responsible for establishing and maintainirsgldsure controls
and procedures (as defined in Exchange Act Ruleslb8) and 15d-15(e)) and internal control ovearicial
reporting (as defined in Exchange Act Rules 13d)X5(d 15d-15(f)) for the Registrant and have:

(@) Designed such disclosure controls and procsdarecaused such disclosure controls and procedaoree
designed under our supervision, to ensure thatriahteformation relating to the Registrant, incing its
consolidated subsidiaries, is made known to us twere within those entities, particularly duringeth
period in which this report is being prepared,;

(b) Designed such internal control over financi@parting, or caused such internal control over rfgial
reporting to be designed under our supervisiopréwide reasonable assurance regarding the rétjaofl
financial reporting and the preparation of finahatatements for external purposes in accordantie wi
generally accepted accounting principles;

(c) Evaluated the effectiveness of the Registradisslosure controls and procedures and presentedid
report our conclusions about the effectivenessefdisclosure controls and procedures, as of tbeoén
the period covered by this report based on sucluatian; and

(d) Disclosed in this report any change in the Reegnt's internal control over financial reportitigat
occurred during the Registrant’'s most recent figparter that has materially affected, or is reabbn
likely to materially affect, the Registrant’s inbat control over financial reporting; and

The Registrant’s other certifying officer andhdve disclosed, based on our most recent evaluafiagmernal
control over financial reporting, to the Registtarduditors and the audit committee of the Regitsaboard
of directors (or persons performing the equivalenttions):

(@) All significant deficiencies and material weakses in the design or operation of internal cortver
financial reporting which are reasonably likely adversely affect the Registrant's ability to record
process, summarize and report financial informatao

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifi
role in the Registrant’s internal control over ficéal reporting.

Date: August 4, 2010 By: /sl RONALD J. BUSCHUR

Ronald J. Buschur
President and Chief Executive Officer
Powerwave Technologies, Inc.



EXHIBIT 31.2
CERTIFICATION

I, Kevin T. Michaels, certify that:

1.
2.

| have reviewed this Quarterly Report on ForrQLOf Powerwave Technologies, Inc. (the “Registiant

Based on my knowledge, this report does notadorgny untrue statement of a material fact or dmitate a
material fact necessary to make the statements,matight of the circumstances under which sudateshents
were made, not misleading with respect to the pecmvered by this report;

Based on my knowledge, the financial statemetd,other financial information included in theport, fairly
present in all material respects the financial éio results of operations and cash flows of Registrant as
of, and for, the periods presented in this report;

The Registrant’s other certifying officer andré responsible for establishing and maintainirsgldsure controls
and procedures (as defined in Exchange Act Ruleslb8) and 15d-15(e)) and internal control ovearicial
reporting (as defined in Exchange Act Rules 13d)X5(d 15d-15(f)) for the Registrant and have:

(@) Designed such disclosure controls and procsdarecaused such disclosure controls and procedaoree
designed under our supervision, to ensure thatriahteformation relating to the Registrant, incing its
consolidated subsidiaries, is made known to us twere within those entities, particularly duringeth
period in which this report is being prepared,;

(b) Designed such internal control over financi@parting, or caused such internal control over rfgial
reporting to be designed under our supervisiopréwide reasonable assurance regarding the rétjaofl
financial reporting and the preparation of finahatatements for external purposes in accordantie wi
generally accepted accounting principles;

(c) Evaluated the effectiveness of the Registradisslosure controls and procedures and presentedid
report our conclusions about the effectivenessefdisclosure controls and procedures, as of tbeoén
the period covered by this report based on sucluatian; and

(d) Disclosed in this report any change in the Reegnt's internal control over financial reportitigat
occurred during the Registrant’'s most recent figparter that has materially affected, or is reabbn
likely to materially affect, the Registrant’s inbat control over financial reporting; and

The Registrant’s other certifying officer andhdve disclosed, based on our most recent evaluafiagmernal
control over financial reporting, to the Registtarduditors and the audit committee of the Regitsaboard
of directors (or persons performing the equivalencttions):

(@) All significant deficiencies and material weakses in the design or operation of internal cortver
financial reporting which are reasonably likely adversely affect the Registrant's ability to record
process, summarize and report financial informatao

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmifi
role in the Registrant’s internal control over ficéal reporting.

Date: August 4, 2010 By: /s KEVIN T. MICHAELS

Kevin T. Michaels
Chief Financial Officer
Powerwave Technologies, Inc.



EXHIBIT 32.1

CERTIFICATION

I, Ronald J. Buschur, Chief Executive Officer ofwgowave Technologies, Inc. (the “Company”), certipursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, 18.0. Section 1350, that:
1.  the Quarterly Report on Form 10-Q of the Compfmmythe quarterly period ended July 4, 2010 (tReport”)
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 183 U.S.C.
78m or 780(d)); and
2. the information contained in the Report fairhggents, in all material respects, the financialdition and results
of operations of the Company.

Date: August 4, 2010 By: /s RONALD J. BUSCHUR
Ronald J. Buschur
President and Chief Executive Officer
Powerwave Technologies, Inc.




EXHIBIT 32.2

CERTIFICATION

I, Kevin T. Michaels, Chief Financial Officer of Rerwave Technologies, Inc. (the “Company”), certipursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, 18.0. Section 1350, that:
1.  the Quarterly Report on Form 10-Q of the Compfmmythe quarterly period ended July 4, 2010 (tReport”)
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 183 U.S.C.
78m or 780(d)); and
2. the information contained in the Report fairhggents, in all material respects, the financialdition and results
of operations of the Company.

Date: August 4, 2010 By: /s/ KEVIN T. MICHAELS
Kevin T. Michaels
Chief Financial Officer
Powerwave Technologies, Inc.




