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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934.
For the quarterly period ended March 31, 2003

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934.

For the transition period from to

Commission File Number 0-29752

Leap Wireless International, Inc.

(Exact name of registrant as specified in its charter)

Delaware 33-0811062
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)
10307 Pacific Center Court, San Diego, CA 92121
(Address of principal executive offices) (Zip Code)

(858) 882-6000
(Registrant s telephone number, including area code)
Not applicable

(Former name, former address and former fiscal year, if changed since last reported)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been
subject to such filing requirements for the past ninety days. Yesx Noo

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act). Yeso Nox

The number of shares of registrant s common stock outstanding on May 9, 2003 was 58,704,192.
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PART I
FINANCIAL INFORMATION
Item 1. Financial Statements
LEAP WIRELESS INTERNATIONAL, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands)
March 31, December 31,
2003 2002
(Unaudited)
Assets
Cash and cash equivalents $ 125,459 $ 100,860
Short-term investments 76,824 80,205
Restricted cash equivalents and short-term investments 26,203 25,922
Inventories 19,283 30,403
Other current assets 29,441 28,504
Total current assets 277,210 265,894
Property and equipment, net 1,014,670 1,106,856
Wireless licenses, net 728,834 729,200
Other assets 62,011 61,752
Total assets $ 2,082,725 $ 2,163,702
I I
Liabilities and Stockholders Deficit
Accounts payable and accrued liabilities $ 72,536 $ 85358
Amounts payable to equipment vendors (Note 2) 49,938 55,077
Debt in default (Note 2) 2,264,665 2,209,984
Other current liabilities 72,501 59,895
Total current liabilities 2,459,640 2,410,314
Other long-term liabilities 53,296 50,174
Total liabilities 2,512,936 2,460,488
Commitments and contingencies (Notes 2 and 6)
Stockholders deficit:
Preferred stock  authorized 10,000,000 shares; $.0001 par
value, no shares issued and outstanding
Common stock authorized 300,000,000 shares; $.0001 par
value, 58,704,192 and 58,600,212 shares issued and
outstanding at March 31, 2003 and December 31, 2002,
respectively 6 6
Additional paid-in capital 1,156,214 1,156,379
Unearned stock-based compensation (582) (986)
Accumulated deficit (1,584,532) (1,450,994)
Accumulated other comprehensive loss (1,317) (1,191)
Total stockholders deficit (430,211) (296,786)
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Total liabilities and stockholders deficit $ 2,082,725 $ 2,163,702

See accompanying notes to condensed consolidated financial statements.
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LEAP WIRELESS INTERNATIONAL, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)
(In thousands, except per share data)
Three Months Ended
March 31,
2003 2002
Revenues:
Service revenues $ 160,648 $ 128,020
Equipment revenues 23,199 12,161
Total revenues 183,847 140,181
Operating expenses:
Cost of service (exclusive of items shown separately
below) (52,748) (41,891)
Cost of equipment (42,440) (84,011)
Selling and marketing (21,265) (30,159)
General and administrative 47,414) (49,994)
Depreciation and amortization (76,615) (61,888)
Disposal of long-lived assets and related charges (Note 3) (8,725)
Total operating expenses (249,207) (267,943)
Gains on sales of wireless licenses 1,472 364
Operating loss (63,888) (127,398)
Interest income 694 1,760
Interest expense (68,147) (52,909)
Other income (expense), net (268) 92
Loss before income taxes (131,609) (178,455)
Income taxes (1,929) (18,192)
Net loss $(133,538) $(196,647)
I I
Other comprehensive loss:
Unrealized holding losses on investments, net (126) (752)
Comprehensive loss $(133,664) $(197,399)
I I
Basic and diluted net loss per common share $ (228 $ (532
I I
Shares used in per share calculations:
Basic and diluted 58,594 36,998
I I

See accompanying notes to condensed consolidated financial statements.
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LEAP WIRELESS INTERNATIONAL, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
(In thousands)
Three Months Ended
March 31,
2003 2002
Operating activities:
Net cash provided by (used in) operating activities $ 29,181 $(100,909)
Investing activities:
Purchase of property and equipment (4,222) (35,284)
Refund of deposits for wireless licenses 14,720
Net proceeds from sales of wireless licenses 1,472 380
Purchase of investments (22,440) (99,412)
Sale and maturity of investments 25,254 100,114
Restricted cash equivalents and investments, net (281) (21,526)
Net cash used in investing activities (217) (41,008)
Financing activities:
Proceeds from long-term debt 25,881
Repayment of long-term debt (4,365) (613)
Issuance of common stock 319
Payment of debt financing costs (5,949)
Net cash provided by (used in) financing activities (4,365) 19,638
Net increase (decrease) in cash and cash equivalents 24,599 (122,279)
Cash and cash equivalents at beginning of period 100,860 242,979
Cash and cash equivalents at end of period $125,459 $ 120,700
I I

See accompanying notes to condensed consolidated financial statements.
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LEAP WIRELESS INTERNATIONAL, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1. The Company and Nature of Business

Leap Wireless International, Inc., a Delaware corporation, together with its wholly owned subsidiaries (the Company ), is a wireless
communications carrier that offers digital wireless service in the United States under the brand Cricket®. Leap Wireless International, Inc.
( Leap ) conducts operations through its subsidiaries. Leap has no independent operations or sources of operating revenue other than through
dividends, if any, from its operating subsidiaries. Cricket service is operated by the Company s wholly owned subsidiary, Cricket
Communications, Inc. ( Cricket ), a wholly owned subsidiary of Cricket Communications Holdings, Inc. ( Cricket Communications Holdings ).
Cricket and the related subsidiaries of Leap and Cricket that hold assets that are used in the Cricket business or that hold assets pledged under
Cricket s senior secured vendor credit facilities are collectively referred to herein as the Cricket companies. The Company has launched wireless
service in 40 markets, which together constitute what the Company refers to as its 40 Market Plan.

Note 2. Subsequent Event Proceedings Under Chapter 11 of the Bankruptcy Code

On April 13, 2003 (the Petition Date ), Leap, Cricket and substantially all of their subsidiaries filed voluntary petitions for relief under
Chapter 11 of the United States Bankruptcy Code ( Chapter 11 ) in the United States Bankruptcy Court for the Southern District of California
(jointly administered as Case Nos. 03-03470-LA to 03-03535-LA). These entities comprise substantially all of the operations of the Company.
Each of the debtors continues to manage its properties and operate its business as a debtor-in-possession under the jurisdiction of the Bankruptcy
Court and in accordance with Sections 1107(a) and 1108 of Chapter 11. The Company continues to negotiate with its creditors and with
potential investors to reach agreement on a plan of reorganization.

The Company s Chapter 11 filing raises substantial doubt about its ability to continue as a going concern.

Plan of Reorganization Procedures

As provided by Chapter 11, for 120 days after the Petition Date, the debtors have the exclusive right to propose and file a plan of
reorganization with the Bankruptcy Court and an additional 60 days within which to solicit acceptance by creditors and equity security holders,
if required, of any such plan. The Bankruptcy Court may shorten or extend the period of exclusivity for cause shown and, as long as the period
of exclusivity continues, no other party may file a plan of reorganization. In addition, the debtors may request an extension of the exclusivity
period. However, there can be no assurance that the Bankruptcy Court will grant such an extension. If the debtors fail to obtain confirmation of
their proposed plan of reorganization and the Bankruptcy Court terminates the exclusivity period, any party in interest, including a creditor, an
equity security holder or a committee of creditors, following the expiration of the exclusivity period, may file a plan of reorganization for the
debtors. Even if the debtors file a plan of reorganization within the exclusivity period, there can be no assurance that the proposed plan of
reorganization will be confirmed by the Bankruptcy Court, or that such plan will be consummated. Conversely, the Bankruptcy Court may
confirm a plan even though it was not accepted by one or more impaired classes of creditors, if certain requirements of Chapter 11 are met.

Under Chapter 11, the debtor files a disclosure statement with the Bankruptcy Court at the time it files a plan of reorganization. The
disclosure statement summarizes the terms of the debtor s plan of reorganization and contains information concerning, among other matters, the
debtor s history, business, results of operations, management, properties and liabilities and the assets available for distribution under its plan, as
well as the anticipated organization and operation of the reorganized company. The disclosure statement also describes certain effects of plan
confirmation, certain risk factors associated with the plan, the manner in which distributions will be made to the debtor s creditors under the plan
for all amounts that were owed to such
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LEAP WIRELESS INTERNATIONAL, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

parties on the petition date, and the confirmation process and voting procedures that holders of claims in impaired classes must follow for their
votes to be counted.

On May 10, 2003, Leap, Cricket and substantially all of their subsidiaries filed with the Bankruptcy Court a plan of reorganization (the
Preliminary Plan ) and disclosure statement, which remain subject to further negotiation and amendment. The Preliminary Plan and disclosure
statement reflect the general parameters of terms that are under negotiation between Leap and Cricket, an informal committee of Leap
noteholders, and an informal committee of Cricket senior secured vendor debtholders. A hearing in Bankruptcy Court to approve the debtors
plan of reorganization and disclosure statement has been scheduled for June 17, 2003.

The Company continues to negotiate with its creditors and with potential investors to reach agreement on a plan of reorganization and hopes
to finalize negotiations on the plan and disclosure statement with the informal creditors committees in the next few weeks. However, there can
be no assurance that such an agreement will be reached. The terms of any plan of reorganization agreed to could differ materially from the
Preliminary Plan.

Under the general parameters set forth in the Preliminary Plan, Cricket s senior secured vendor debtholders would receive, on a pro rata
basis, (1) $300-$500 million of senior secured notes issued by reorganized Cricket, and (2) newly-issued shares of reorganized Leap common
stock constituting 95-97% of the issued and outstanding equity of reorganized Leap. Holders of general unsecured claims against Leap
(including the unsecured claims of holders of Leap s senior notes and senior discount notes) would receive, on a pro rata basis, (1) the unsecured
cash, cash equivalents and short-term investments at the Leap level (which aggregated approximately $84.7 million as of March 31, 2003) and
interest thereon, (2) newly issued shares of reorganized Leap common stock constituting 3-5% of the issued and outstanding equity of
reorganized Leap, and (3) other assets not used in the Cricket business to be transferred to a creditor trust and liquidated. Holders of secured
claims with respect to Leap s senior notes also would receive, on a pro rata basis, approximately $14.1 million in cash previously pledged to
secure payments of interest to the senior noteholders. On May 7, 2003, approximately $14.1 million of restricted cash was distributed to the
holders of Leap s senior notes, as permitted by an order of the Bankruptcy Court. Holders of outstanding shares of Leap common stock would not
receive any distribution under the plan. The terms of any plan of reorganization agreed to could differ materially from the Preliminary Plan but
under any plan of reorganization in the Chapter 11 proceedings. Creditors of Leap and Cricket have stated that there will be no value flowing to
Leap as a result of its ownership interests in Cricket and its related companies, and that there will be no value available for distribution to the
common stockholders of Leap.

The Preliminary Plan contains other customary terms and conditions, and would require FCC approval of the transfer of control of wireless
licenses to become effective.

The foregoing summary does not purport to be complete and is qualified in its entirety by reference to the petitions and the motions,
pleadings and papers on file with the Bankruptcy Court.

First Day Motions and Other Chapter 11 Matters

At hearings held on April 14, April 25 and May 13, 2003, the Bankruptcy Court granted various debtor motions for relief designed to
continue their operations and business relationships with customers, vendors, employees and others and entered orders authorizing the debtors to
pay pre-petition and post-petition employee wages, salaries, benefits and certain other employee obligations, including executive severance
agreements, during the pendency of the Chapter 11 proceedings. In addition, on April 14, 2003, the Bankruptcy Court granted Cricket s motion
for an interim order authorizing the use of its cash collateral pursuant to a budget approved by the informal committee of senior secured vendor
debtholders and its financial advisor. An evidentiary hearing on Leap s motion for a final order authorizing the use of its cash collateral has been
set for June 3, 2003.
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LEAP WIRELESS INTERNATIONAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Although the debtors are authorized to operate their business and manage their properties as debtors-in-possession, they may not engage in
transactions outside the ordinary course of business without complying with the notice and hearing provisions of Chapter 11 and obtaining prior
Bankruptcy Court approval. An official committee of Leap s unsecured creditors is expected to be formed by the United States Trustee in the
near future. The unsecured creditors committee and various other parties in interest, including creditors holding pre-petition claims, such as
Leap s noteholders and Cricket s senior secured vendor creditors, have the right to appear and be heard on all matters that come before the
Bankruptcy Court.

Shortly after the Petition Date, the debtors began notifying all known or potential creditors of the Chapter 11 filing. The Chapter 11 filing
triggered defaults on substantially all debt and lease obligations of the debtors. Under Section 362 of Chapter 11, most pending pre-petition
claims and litigation against the debtors are stayed automatically and, absent further order of the Bankruptcy Court, no party may take any action
to recover such pre-petition claims, enforce any pre-petition lien against or obtain possession of any property from the debtors. In addition,
pursuant to Section 365 of Chapter 11, the debtors may reject or assume pre-petition executory contracts and unexpired nonresidential real
property leases, and parties affected by rejections of these contracts or leases may file claims with the Bankruptcy Court in accordance with
Chapter 11. Unless otherwise agreed, the assumption of an executory contract or lease generally will require the debtors to cure all prior defaults
under the related executory contract or lease, including all pre-petition liabilities. In this regard, the Company expects that liabilities subject to
the proceedings will arise in the future as a result of the rejection of additional executory contracts and leases, and from the determination of the
Bankruptcy Court (or agreement by parties in interest) of allowed claims for contingencies and other disputed amounts. Due to the uncertain
nature of many of the potential claims, the Company is unable to project the magnitude of such claims with any degree of certainty.

Under Chapter 11, the rights and treatment of pre-petition creditors and equity security holders may be substantially altered. At this time, it
is not possible to predict the outcome of either the Chapter 11 proceedings or the effect such proceedings will have on the debtors creditors and
common stockholders. Under the priority scheme established by Chapter 11, certain post-petition liabilities and pre-petition liabilities need to be
satisfied before stockholders are entitled to receive any distribution. The ultimate recovery to the debtors creditors and common stockholders, if
any, will not be determined until confirmation of a plan of reorganization. Under any plan of reorganization in the Chapter 11 proceedings,
creditors of Leap and Cricket have stated that there will be no value flowing to Leap as a result of its ownership interests in the Cricket
companies, that unsecured claims against Leap will be satisfied at a fraction of their face value, and that there will be no value available for
distribution to the common stockholders of Leap. Because of this possibility, any investment in Leap or Cricket is highly speculative.
Accordingly, the Company urges that appropriate caution be exercised with respect to existing and future investments in any equity or debt
securities of Leap or Cricket.

The Company currently expects that the Chapter 11 proceedings will not affect its ability to provide uninterrupted service to its customers.
The Company expects that it will experience some loss of customers and some failure to attract new customers as a result of the Chapter 11
filing in the near term, but does not expect this impact to be significant beyond the restructuring period. The rights of the Company s creditors
and equity security holders will be determined through the Chapter 11 proceedings. However, the Company cannot provide any assurances on
the effect of the Chapter 11 proceedings on its business, creditors or equity security holders. The Company s future results are dependent upon
the Company finalizing, filing, confirming and implementing, on a timely basis, a plan of reorganization with the Bankruptcy Court.

Liquidity

The Company is highly leveraged. At March 31, 2003, the Company had debt totaling $2,264.7 million, all of which is currently in default
due to the Chapter 11 filing.
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LEAP WIRELESS INTERNATIONAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

In August 2002, the Company issued 21,020,431 shares of its common stock to MCG PCS, Inc. ( MCG ) pursuant to a binding arbitration
award. The issuance of these shares constituted an event of default under the senior secured vendor credit facilities. After Leap s issuance of
these shares in August 2002, the lenders under Cricket s senior secured vendor credit facilities ceased funding new loan requests, including
requests to fund interest that had previously been financed through draws under the senior secured vendor credit facilities. Cricket chose not to
make interest payments that were due on the loans under these senior secured vendor credit facilities in September 2002, and did not make the
first principal payment that was due under its credit agreement with Lucent in December 2002. Each of these failures to make payment
constituted an event of default under the senior secured vendor credit facilities. These and other existing events of default provide the credit
facility lenders with certain rights under the credit agreements and related security agreements, including the right to terminate the commitments
under those agreements, to declare the existing loans to be immediately due and payable, and to foreclose on the assets that have been pledged to
secure these outstanding loans, subject to the approval of the Bankruptcy Court. As a result of the Chapter 11 filing, the indebtedness under these
facilities was accelerated by its terms. Lucent, Nortel and Ericsson previously terminated their commitments under their credit agreements with
Cricket. To date, the secured vendor credit facility lenders have not exercised any other material creditor remedies under the senior secured
vendor credit agreements. Because of the existing defaults under the senior secured vendor credit facilities and because Cricket is currently
unable to fully repay the amounts outstanding under such facilities, and has been unable to raise new funds which would enable it to repay such
amounts, there is substantial risk that the stock of the Cricket companies has no value to Leap. Payments of principal, interest and fees due under
the senior secured vendor facilities and the purchase agreements generally are stayed during the pendency of the Chapter 11 proceedings.

As aresult of Cricket s default on its senior secured vendor credit facilities, the Company has classified the principal and accrued interest
balances outstanding under those facilities and amounts payable to Lucent Technologies Inc. ( Lucent ), Nortel Networks Inc. ( Nortel ) and
Ericsson Credit AB and an affiliate (  Ericsson ) for the purchase of equipment and services as short-term obligations in the balance sheets as of
March 31, 2003 and December 31, 2002. In addition, the Company has classified the principal and interest balances outstanding under its senior
and senior discount notes, U.S. government financing and other financing arrangements as short-term obligations in the balance sheets as of
March 31, 2003 and December 31, 2002 as a result of the Chapter 11 filing, which constituted an event of default of the underlying agreements.
Unamortized debt discount and debt issuance costs of $147.2 million at March 31, 2003 may be subject to accelerated amortization or immediate
expense if the Chapter 11 proceedings result in a significant modification of the amounts payable under any of these credit facilities.

As aresult of its Chapter 11 filing, a significant amount of the Company s liabilities, including the secured debt, are subject to compromise.
As of March 31, 2003, the liabilities subject to compromise included the following (unaudited) (in thousands):

Accounts payable and accrued liabilities $ 72536
Amounts payable to equipment vendors 49,938
Debt in default 2,264,665
Other liabilities 50,466
$2,437,605

|

For goods and services furnished after the Petition Date, the Cricket companies intend to maintain normal and regular trade terms with their
vendors, suppliers and customers during the pendency of the Chapter 11 proceedings. However, there can be no assurance that vendors and
suppliers will continue to provide normal trade terms or credit on terms acceptable to the Cricket companies, if at all, or that customers
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LEAP WIRELESS INTERNATIONAL, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

will continue to do business with the Cricket companies. In the event that cash flows are not sufficient to meet future cash requirements, the
Cricket companies may be required to reduce planned capital expenditures, sell assets or seek additional financing. The Cricket companies can
provide no assurances that reductions in planned capital expenditures or proceeds from asset sales would be sufficient to cover shortfalls in
available cash or that additional financing would be available or, if available, offered on acceptable terms.

Further, if the Cricket companies are unable to implement a plan of reorganization or if implementation of a plan of reorganization is
substantially delayed, the Cricket companies may experience difficulty in acquiring and retaining customers which could, in turn, result in
significant revenue declines that would adversely impact Cricket s liquidity and jeopardize the ability of the Cricket companies to continue to
fund their operations. If Cricket becomes unable to use cash collateral or a plan of reorganization is not confirmed or does not become effective,
the Cricket companies may be forced to liquidate under the applicable provisions of the United States Bankruptcy Code. There can be no
assurance of the level of recovery the Cricket senior secured creditors would receive in such a liquidation, and it is unlikely that any unsecured
creditor of Cricket would receive any recovery in a liquidation.

Future Accounting Under Chapter 11

As of the Petition Date, the Company implemented American Institute of Certified Public Accountants Statement of Position ( SOP ) 90-7,
Financial Reporting by Entities in Reorganization under the Bankruptcy Code. SOP 90-7 requires that the Company s pre-petition liabilities that
are subject to compromise be reported separately on the balance sheet at an estimate of the amount that will ultimately be allowed by the
Bankruptcy Court. SOP 90-7 also requires separate reporting of certain expenses, realized gains and losses and provision for losses related to the
Chapter 11 filing as reorganization items.

As of the Petition Date, the Company may be required to present subsidiaries that have filed under Chapter 11 under either the equity or
cost method of accounting. See Note 7 for the balance sheet, statement of operations and cash flow information of Leap on a stand-alone basis,
which presents the investments in its subsidiaries under the equity method of accounting.

The Company expects that upon the effective date of a plan of reorganization, it will implement fresh start reporting under the provisions of
SOP 90-7, because the reorganization value of the emerging entity immediately before the date of confirmation is expected to be less than the
total of all post-petition liabilities and allowed claims, and the holders of existing voting shares immediately before confirmation are expected to
receive less than 50 percent of the voting shares of the emerging entity on a non-temporary basis. Under fresh start reporting:

the Company s reorganization value will be allocated to the fair value of its assets and any portion of the reorganization value that cannot
be attributed to specific tangible or identified intangible assets will be reported as an intangible asset referred to as reorganization value in
excess of amounts allocable to identifiable assets ;

the Company s liabilities will be stated at present values of amounts to be paid;
the Company s accumulated deficit will be eliminated; and

the Company s new equity will be issued according to the plan.

The Company anticipates that the adoption of SOP 90-7 and fresh start reporting will have a material effect on its financial statements. As a
result, the Company s financial statements published for periods following the effective date of the plan of reorganization will not be comparable
with those published before the plan is effective.

10
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LEAP WIRELESS INTERNATIONAL, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The Company s issuance of shares to MCG caused a change in the Company s ownership as defined under Internal Revenue Code
Section 382. Accordingly, there will be a significant annual limitation on its ability to utilize its net operating loss and credit carryforwards.
There is also likely to be an additional change in the Company s ownership in connection with the Chapter 11 filing, which may result in a
further limitation on its ability to utilize its net operating loss and credit carryforwards. If there is a significant elimination or reduction of the
Company s outstanding indebtedness as a result of the Chapter 11 filing, the Company will realize a significant amount of cancellation of
indebtedness income. Although the Company should not be required to recognize such cancellation of indebtedness income for tax purposes, the
Company will be required to reduce its net operating loss and credit carryforwards by the amount of such income realized. If the amount of the
cancellation of indebtedness income exceeds the amount of the Company s net operating loss and credit carryforwards, the Company may be
required to reduce other tax attributes (e.g. tax basis in its assets) by the amount of such excess. The Chapter 11 filing may result in the merger
of certain subsidiaries and the transfer of assets among subsidiaries. If these mergers and transfers cannot be structured in a tax-efficient manner,
the Company may owe significant income taxes as a result.

Note 3. Basis of Presentation

Interim Financial Statements

The accompanying interim condensed consolidated financial statements have been prepared by the Company without audit, in accordance
with the instructions to Form 10-Q and, therefore, do not include all information and footnotes required by accounting principles generally
accepted in the United States of America for a complete set of financial statements. These condensed consolidated financial statements and notes
thereto should be read in conjunction with the consolidated financial statements and notes thereto included in the Company s Annual Report on
Form 10-K/A for the year ended December 31, 2002 filed with the Securities and Exchange Commission on April 15, 2003, and amended on
April 16, 2003. In the opinion of management, the unaudited financial information for the interim periods presented reflects all adjustments
necessary for a fair presentation. These adjustments are of a normal and recurring nature except for those adjustments described in Note 2.
Operating results for interim periods are not necessarily indicative of operating results for an entire fiscal year.

Revenues and Cost of Revenues

For the Company s Cricket business, revenues include wireless services and the sale of handsets and accessories. Wireless services are
provided on a month-to-month basis and for certain customers are paid in advance. Revenues from wireless services for customers who pay in
advance are recognized as services are rendered. Commencing in October 2002, new customers pay for their service in arrears. The Company
recognizes service revenues for customers who pay in arrears only after the service has been rendered and payment has been received. Amounts
received in advance are recorded as deferred revenue. The Company also charges customers for service plan changes and activation fees, and
requires new customers of its Cricket Talk service plan to maintain active service for 12 months or be subject to an early termination fee.
Revenues from activation and service plan change fees are deferred and recorded 