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PART I

As used in this report, unless the context suggests otherwise, the terms "we," "our," "ours," "us," and the "Company"
refer to Leap Wireless International, Inc., or Leap, and its subsidiaries and consolidated joint ventures, including
Cricket Communications, Inc., or Cricket. Unless otherwise specified, information relating to population and potential
customers, or POPs, is based on 2013 population estimates provided by Claritas Inc., a market research company.

Cautionary Statement Regarding Forward-Looking Statements

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

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

•our ability to successfully implement product and service plan offerings and execute effectively on our strategic
activities;

•
our ability to compete effectively against wireless carriers with nationwide networks and significantly greater
deployment of 4G Long Term Evolution, or LTE, network technology, and the impact of competitors' initiatives
(including new service plans and pricing) and our ability to anticipate and respond to such initiatives;

•our ability to offer customers cost-effective 4G LTE services and to meet increasing customer demand for
high-quality, high-speed data services;

•
uncertainties with respect to the proposed merger with AT&T Inc., or AT&T, including the possibility that the
proposed merger may not close or may be delayed, including due to the failure to timely receive required regulatory
approvals or satisfy other closing conditions;

•the effect of the announcement of the proposed merger with AT&T on our customers, employees, suppliers, vendors,
distributors, dealers, retailers, content and application providers, operating results and business generally;
•the diversion of management's time and attention while the proposed merger transaction is pending;
•the amount of the costs, fees, expenses and charges related to the merger;

•
limitations on our ability to make significant changes to our business in light of the proposed merger with AT&T and
the covenants contained in the Agreement and Plan of Merger, dated as of July 12, 2013, between Leap, AT&T and
the other parties thereto, or the Merger Agreement;

•
changes in economic conditions, including interest rates, consumer credit conditions, consumer debt levels, consumer
confidence, unemployment rates, energy and transportation costs and other macro-economic factors that could
adversely affect demand for the services we provide;
•our ability to meet significant purchase commitments under agreements we have entered into;

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

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

•our ability to obtain and maintain 3G and 4G roaming and wholesale services from other carriers at cost-effective
rates;
•our ability to acquire or obtain access to additional spectrum in the future at a reasonable cost or on a timely basis;
•our ability to cost-effectively procure handsets compatible with our network technology and frequency channels;

•failure of our network or information technology systems to perform according to expectations and risks associated
with the ongoing operation and maintenance of those systems, including our customer billing system;
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•our ability to attract, integrate, motivate and retain an experienced workforce, including members of senior
management;
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•our ability to maintain effective internal control over financial reporting; and
•other factors detailed in "Part I - Item 1A. Risk Factors" below.
All forward-looking statements in this report (including any statements with respect to the proposed AT&T merger)
should be considered in the context of these risk factors. These forward-looking statements speak only as of the filing
date of this report, and we undertake no obligation to publicly update or revise any forward-looking statements,
whether as a result of new information, future events or otherwise. In light of these risks and uncertainties, the
forward-looking events and circumstances discussed in this report may not occur and actual results could differ
materially from those anticipated or implied in the forward-looking statements. Accordingly, users of this report are
cautioned not to place undue reliance on the forward-looking statements.

2
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Item 1. Business

Overview

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

Cricket service is offered by Cricket, a wholly-owned subsidiary of Leap. Cricket service is also offered in South
Texas by STX Wireless Operations, LLC, or STX Operations, which Cricket controls through a 75.75% membership
interest in STX Wireless, LLC, or STX Wireless, the parent company of STX Operations. For more information
regarding this joint venture, see "Part II - Item 7. Management's Discussion and Analysis of Financial Condition and
Results of Operations - Liquidity and Capital Resources - STX Wireless Joint Venture."

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

Proposed Merger

On July 12, 2013, Leap entered into the Merger Agreement with AT&T, Mariner Acquisition Sub Inc., a Delaware
corporation and wholly-owned subsidiary of AT&T, which we refer to as Merger Sub, and Laser, Inc., a Delaware
corporation (which will act as the stockholders' representative for certain purposes under the Merger Agreement),
pursuant to which, upon the terms and subject to the conditions set forth in the Merger Agreement, AT&T will acquire
Leap in a transaction in which Leap stockholders would receive $15.00 in cash for each outstanding share of Leap's
common stock, plus one non-transferable contingent value right, or CVR, per share (together, referred to in this report
as the Merger Consideration). The CVR will entitle each Leap stockholder to a pro rata share of the net proceeds, if
any, resulting from the future sale of our 700 MHz A block license in Chicago, which we refer to as the 700 MHz
License. The Merger Agreement provides that, on the terms and subject to the conditions thereof, Merger Sub will be
merged with and into Leap, with Leap continuing as the surviving corporation in the Merger (which we refer to as the
Merger), and each outstanding share of common stock of Leap (other than excluded shares) will cease to be
outstanding and will be converted into the right to receive the Merger Consideration. Subject to the satisfaction or
waiver of the conditions to closing, we expect to complete the proposed Merger with AT&T no later than the end of
the first quarter of 2014.

Each outstanding stock option, whether vested or unvested, that was granted under one of Leap's stock plans and that
has an exercise price equal to or below the $15.00 per share cash merger consideration will be cancelled at the
effective time of the Merger and will entitle the holder to receive (1) cash equal to the product of the total number of
shares underlying the stock option multiplied by the difference, if any, of the per share cash merger consideration and
the exercise price per share underlying each stock option, less any applicable withholding taxes and (2) one CVR for
each share underlying the stock option. Holders of an outstanding stock option, whether vested or unvested, with an
exercise price greater than the per share cash merger consideration, will have the opportunity to exercise such stock
option prior to the effective time of the Merger by providing Leap with a notice of exercise and, for each share
underlying the stock option, a cash amount equal to the difference of the exercise price underlying the stock option
less the per share cash merger consideration. Each stock option that is so exercised will be settled at the effective time
of the Merger and the holder will receive one CVR in respect of each share underlying the stock option and, to the
extent the stock option is not exercised prior to the effective time of the Merger, the stock option will be cancelled at
the effective time of the Merger for no consideration to the holder. Each outstanding share of restricted stock granted
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under Leap's stock plans will be cancelled at the effective time of the Merger and the holder will receive the per share
cash merger consideration, less any applicable withholding taxes, plus one CVR in respect of such share of restricted
stock. Each outstanding stock unit granted under Leap's stock plans (including performance stock units, deferred stock
units and deferred cash units but excluding any cash award with a value that is not determined based on the price of
Leap common stock), whether vested or unvested, will be cancelled and will entitle the holder to receive an amount in
cash equal to the product of the number of shares covered by the unit (assuming target level of performance for any
incomplete performance periods) multiplied by the per share cash merger consideration, less any applicable
withholding taxes, plus one CVR in respect of such unit.

Leap has made customary representations, warranties and covenants in the Merger Agreement, including, among
others, covenants not to solicit proposals relating to alternative transactions or enter into discussions concerning or
provide information

3
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in connection with alternative transactions. On October 30, 2013, the Merger Agreement was adopted and approved
by the requisite vote of Leap's stockholders at the special meeting of stockholders.

Consummation of the Merger is subject to various customary conditions, including, among others, expiration of the
applicable waiting period under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended; approval of
the transaction by the Federal Communications Commission, or FCC; and approval of the transaction by applicable
state public utility commissions. The parties have agreed to use their respective reasonable best efforts to obtain all
necessary regulatory approvals for the Merger, provided that AT&T will not be obligated to agree to divestitures or
other restrictions that would have any effect on AT&T or to divestitures or other restrictions that would reasonably be
expected to have a material adverse effect on Leap and its subsidiaries, taken as a whole. It is a condition to AT&T's
obligation to consummate the Merger that the FCC approval has been obtained by final order and that other regulatory
approvals have been obtained, in each case without the imposition of an adverse regulatory condition.

The Merger Agreement also provides for certain termination rights, including the right of either party to terminate the
Merger Agreement if the Merger is not consummated by July 11, 2014 (which we refer to in this report as the
Termination Date, as it may be extended in certain circumstances to January 11, 2015).

If the Merger Agreement is terminated because the Termination Date has been reached because there is an order of a
governmental entity permanently preventing completion of the transaction or as a result of a breach by AT&T and
AT&T's breach materially contributed to the failure to receive regulatory approval, and, at the time of such
termination, all regulatory approvals have not been received or the transaction has been enjoined, Leap, subject to
certain exceptions, will have the option within 30 days of termination of the Merger Agreement to enter into a
three-year LTE data roaming agreement with AT&T, which will provide coverage in certain of Leap's markets not
covered by Leap's LTE network. If Leap enters into the roaming agreement, AT&T will then have the option within
30 days after entry into the roaming agreement to purchase certain of Leap's spectrum assets. If AT&T does not
exercise its right to purchase all of the specified spectrum assets, Leap may, within 60 days after expiration of AT&T's
option, require AT&T to purchase all of the specified assets.

More information regarding the Merger, including the CVR, is available in our other filings with the SEC, including
the definitive proxy statement filed with the SEC on September 17, 2013 and the additional soliciting materials filed
with the SEC on October 18, 2013.

Cricket Business Overview

Cricket Service

As of December 31, 2013, Cricket service was offered in 48 states and the District of Columbia across an extended
area covering approximately 292 million POPs. As of December 31, 2013, we had approximately 4.6 million
customers, and we owned wireless licenses covering an aggregate of approximately 137.7 million POPs (adjusted to
eliminate duplication from overlapping licenses). The combined network footprint in our operating markets covered
approximately 97.1 million POPs as of December 31, 2013. The licenses we own provide an average of 23 MHz of
spectrum capacity in our operating markets. In addition to our Cricket network footprint, we have entered into
roaming relationships with other wireless carriers that enable us to offer Cricket customers nationwide voice and data
roaming services (including 4G LTE roaming services) over an extended service area. In 2010 we entered into a
wholesale agreement, which we use to offer Cricket services in a limited number of nationwide retailers outside of our
current network footprint.

Cricket Business Strategy
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•

Deliver Superior Customer Experience. Because we offer monthly services without a fixed-term contract, we are
required to earn our customers' business every month. As a result, we are focused on improving the experience we
provide customers so that they choose to remain a Cricket customer for a longer period. We have improved our device
activation process by spending more time with customers to help ensure that they understand and are comfortable
with the device they are purchasing. We have also significantly improved the quality of our device portfolio in recent
years, including introducing higher-end smartphones such as the iPhone® and Samsung Galaxy handsets. In addition,
we are introducing improvements to the in-store experience we and our dealers provide our customers. We are also
working to improve ways that we resolve customer service issues, including by introducing more self-service
alternatives and improving the quality of call center services we provide.

4
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•

Retain and Expand Our Customer Base by Providing Value. The foundation of our business is to provide unlimited,
nationwide wireless services, and we design and market our products and services to appeal to customers seeking
increased value. We continually update our product and service offerings to better meet the needs of our current
customers and to attract and retain new ones, including customers who may have previously entered into
contract-based service plans with other nationwide carriers. The service offerings we have introduced in recent years
include Muve Music®, an unlimited music download service we offer that is designed specifically for mobile
handsets, which we offer for no additional cost in service plans for our Android-based smartphones. We have also
introduced Lifeline service offerings in a number of states, which provide qualifying low-income customers with a
subsidized discount on their wireless service. We offer current and new customers a diverse handset line-up, ranging
from higher-end smartphones to lower-cost feature phones. In addition, through a third party we have introduced a
device financing program in our markets to help customers manage the cost of purchasing a handset. We plan to
continue to develop our product and service offerings in 2014 and beyond.

•

Focus on Smart Investments. Our strategy is to be disciplined in pursuing investment initiatives and to remain focused
on our position as a low-cost provider of wireless telecommunications. Beginning in the second half of 2012, we
increased pricing on our devices in an effort to better manage device subsidies and promote the addition of
longer-tenured customers, although such changes have also had the effect of decreasing gross customer additions. In
addition, we have streamlined and reduced our number of dealer locations and Cricket-owned stores to increase sales
activity for more productive locations and reduce costs. The extent to which these initiatives and others we may
introduce will positively impact our future financial and operational results will depend upon our ability to anticipate
and respond to competitors' initiatives, our continued efforts to enhance the productivity of our distribution channels,
continued customer acceptance of our product and service offerings and our ability to retain and expand our customer
base. Our current investment initiatives also include the ongoing maintenance, development and enhancement of our
network and other business assets, including improving the 3G and LTE network coverage and capacity in existing
markets. To date, we have covered approximately 21 million POPs with next-generation LTE network technology.
However, given the significant decrease in the size of our customer base in recent quarters, our high level of
indebtedness and the high cost of LTE deployment, we have generally determined not to deploy LTE network
technology in additional markets at this time.

Cricket Business Operations

Cricket Products and Services

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

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

Muve Music. We also offer Muve Music, an unlimited music download service designed specifically for mobile
handsets. We launched Muve Music in 2011 and the service is now offered for no additional cost in service plans for
our Android-based smartphones. Muve Music was available to more than 2.3 million Cricket customers as of
December 31, 2013 and is currently among the largest on-demand music subscription services in the U.S. as measured
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by the number of paid users.

Cricket Lifeline. We participate in the federal government's Lifeline program, which provides support from the federal
universal service fund, or USF, to subsidize discounted telecommunications services for qualified low-income
consumers. Through our Cricket Lifeline program, we provide qualified customers with a monthly credit that they can
apply to their phone service with us. In order to participate in the Lifeline program in any given state, a carrier must be
designated as an eligible telecommunications carrier, or ETC, in that state. As of December 31, 2013, Cricket had
been designated as an ETC in 28 states and the District of Columbia.

5
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Cricket PAYGoTM. Cricket PAYGo is a pay-as-you-go, unlimited prepaid wireless service designed for customers
who prefer the flexibility and control offered by traditional prepaid services. Monthly pay-as-you-go versions of our
Cricket PAYGo product are generally available through nationwide retailers.

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

We expect to continue to develop our product and service offerings in 2014 and beyond to better meet our customers'
needs.

Devices

Our current device portfolio ranges widely from higher-end smartphones to lower-cost feature phones. Our portfolio
of devices provides features that include full web capabilities, mobile web browsers, picture-enabled caller ID,
high-resolution cameras with digital zoom and flash, integrated FM radio and MP3 stereo, USB, infrared and
Bluetooth connectivity, on-board memory and other features to facilitate digital data transmission. The higher-quality,
higher-priced devices in our portfolio include devices manufactured by Apple, Samsung, HTC and others. We
currently offer five LTE-compatible devices and expect to offer additional LTE devices in 2014.

Beginning in the second half of 2012, we increased the average out-the-door selling price for our devices as part of
our strategy to manage the amount we spend to subsidize devices we sell to new and current customers. In addition,
through a third party we have introduced a device financing program in certain of our markets to help customers
manage the cost of purchasing a device.

Customer Care and Billing

We outsource our call center operations to multiple call center vendors to manage the cost of providing care to our
customers, while still maintaining the quality of our customer care. One of our strategic priorities is to continue to
improve ways that we resolve customer service issues, including by introducing more self-service alternatives for
customers and improving the quality of the call center services we provide. We are focused on improving the
experience we provide our customers so that they choose to remain a Cricket customer for a longer period.

We outsource our billing, device provisioning and payment systems to external vendors and also outsource bill
presentment, distribution and fulfillment services. In recent years, we have upgraded a number of our significant,
internal business systems, including implementing a new inventory management system, a new point-of-sale system
and a new customer billing system. We believe that these systems have improved customer experience, increased our
efficiency, enhanced our ability to provide products and services, enabled us to better scale our business operations
and reduced our operating costs.

Sales and Distribution

Our sales and distribution strategy is designed to increase our market penetration, while minimizing expenses
associated with sales, distribution and marketing, by focusing on improving the sales process for customers, and by
offering easy-to-understand service plans and attractive device pricing and promotions.
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We sell our Cricket devices and service through direct and indirect channels of distribution. Our direct channel is
comprised of our own Cricket retail stores. As of December 31, 2013, we had 168 direct locations, which were
responsible for approximately 16% of our gross customer additions in 2013. In addition, we and third-party retailers
also sell Cricket services over the internet.

Our indirect channel consists of our authorized dealers and distributors, including premier dealers and local market
authorized dealers. Premier dealers are independent dealers that sell Cricket products exclusively in stores that look
and function similar to our company-owned stores, enhancing the in-store experience and the level of customer
service and expanding our brand presence within a market. Premier dealers tend to generate significantly more
business than other indirect dealers. As of December 31, 2013, we had approximately 2,530 indirect dealer locations,
of which approximately 2,100 were premier dealer locations.

6
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Our indirect channel also includes national retail locations. Beginning in September 2011, we began to significantly
expand our nationwide sales presence by offering Cricket products and services in thousands of nationwide retail
locations. However, our mobile virtual network operator (MVNO) offering has fallen short of expectations.
Accordingly, we determined to focus our efforts on those nationwide retailers that we believe provide the most
attractive opportunities for our business. As a result, we reduced our total presence in the nationwide retail channel by
nearly two-thirds, from approximately 13,000 locations at June 30, 2012 to approximately 5,100 locations at
December 31, 2013. "Top-up" cards for our Cricket Broadband and Cricket PAYGo services are also available in
approximately 6,200 convenience stores and other indirect outlets.

We are focused on improving the productivity of our distribution system. We strategically select our direct and
indirect retail locations to enable us to focus on our target customer demographic and provide the most efficient
market coverage while minimizing cost.

In addition, we are focused on building and maintaining brand awareness in our markets. We combine mass and local
marketing strategies to build brand awareness for Cricket service within the communities we serve. In order to reach
our target segments, we advertise primarily on television, radio and online and also use out-of-home marketing (such
as billboards). We also maintain the Cricket website (www.mycricket.com) for informational, e-commerce and
customer service purposes.

Network Operations and Partnerships

As of December 31, 2013, Cricket service was offered in 48 states and the District of Columbia across an extended
area covering approximately 292 million POPs.

Network Operations

We offer Cricket service, in part, through a network footprint in our operating markets that covered approximately
97.1 million POPs as of December 31, 2013. We have deployed a high-quality network with CDMA2000® 1xRTT
(referred to as CDMA 1xRTT) and CDMA2000 1xEV-DO (referred to as EvDO) capability. In addition, to date we
have covered approximately 21 million POPs with next-generation LTE network technology. Our current investment
initiatives include improving our 3G and LTE network coverage and capacity in existing markets. However, given the
significant decrease in the size of our customer base in recent quarters, our high level of indebtedness and the high
cost of LTE deployment, we have generally determined not to deploy LTE network technology in additional markets
at this time.

As of December 31, 2013, our wireless network consisted of approximately 9,600 cell sites (most of which were
co-located on leased facilities) and 27 switches in 25 switching centers. A switching center serves several purposes,
including routing calls, supervising call originations and terminations at cell sites, managing call handoffs and access
to and from the public switched telephone network, or PSTN, and other value-added services. These locations also
house platforms that enable services including text messaging, picture messaging, voice mail and data services. In
operating our network, we monitor quality metrics, including dropped call rates and blocked call rates. We rely upon a
network operations center, or NOC, to provide dedicated monitoring capabilities 24 hours a day, every day of the
year, to ensure highly reliable service to our customers. We have outsourced the operation of our NOC to a third party
in order to improve monitoring and reporting functions and to reduce costs associated with these operations.

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

Roaming and Wholesale Services

In addition to utilizing our Cricket network footprint, we provide Cricket voice and data services through roaming and
wholesale relationships that have enabled us to offer enhanced Cricket products and services, strengthen our retail
presence in our existing markets and expand our distribution nationwide. We have entered into roaming relationships
with national and regional wireless carriers that enable us to offer Cricket customers nationwide voice and data
roaming services over an extended service area. We currently rely on one key carrier for 3G data roaming services and
recently entered into an agreement with that carrier for 4G LTE roaming services. We have also entered into a
wholesale agreement with an affiliate of Sprint Nextel, which we use to offer Cricket voice and data services in a
limited number of nationwide retailers outside of our current network footprint. We recently amended
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that agreement to enable us to offer 4G LTE services. Since introducing our products in nationwide retailers in
September 2011, our MVNO offering has fallen short of expectations. Accordingly, we determined to focus our
efforts on those nationwide retailers that we believe provide the most attractive opportunities for our business. As a
result, we reduced our total presence in the nationwide retail channel by nearly two-thirds, from approximately 13,000
locations at June 30, 2012 to approximately 5,100 locations at December 31, 2013.

Competition

The wireless telecommunications industry is very competitive. In general, we compete with national facilities-based
wireless providers and their prepaid affiliates or brands, local and regional carriers, non-facilities-based MVNOs,
voice-over-internet-protocol (VoIP) service providers, traditional landline service providers, cable companies and
mobile satellite service providers. In addition, we may face additional competition from new entrants in the wireless
marketplace. Competition in the wireless industry has increased and intensified in recent quarters, particularly from
carriers and their affiliated brands with robust nationwide networks and significantly greater deployment of 4G LTE
technology.

Many of our competitors have greater advantages of scale, larger spectrum holdings, larger network footprints, access
to greater amounts of capital, greater technical, sales, marketing and distribution resources, greater name and brand
recognition and established relationships with a larger base of current and potential customers. Many of our
competitors also offer LTE services over a significantly larger geographic area than we do, enabling them to better
meet increasing customer demand for higher data throughput speeds to support mobile applications and mobile
broadband use. These advantages may allow our competitors to provide service offerings with more extensive features
and options than those we currently provide; to offer the latest and most popular devices through exclusive vendor
arrangements; to offer lower out-the-door pricing for smartphone devices by offering greater device subsidies than we
do; to market to broader customer segments and offer service over larger geographic areas than we can; to offer
bundled service offerings that include landline phone, television and internet services that we are not able to duplicate;
to better attract and retain third-party dealers and distributors; and to purchase equipment, supplies, devices and
services at lower prices than we can. As device selection and pricing become increasingly important to customers, any
restriction on our ability to offer customers the latest and most popular devices as a result of exclusive dealings
between device manufacturers and our larger competitors could put us at a significant competitive disadvantage and
make it more difficult for us to attract and retain customers. We also anticipate that demand for CDMA-AWS
handsets will decrease in the future and, as a result, that the selection of such handsets will diminish and prices will
increase. In addition, further industry consolidation may result in vendors and suppliers devoting an increasing
percentage of their time and resources to assisting larger wireless companies or terminating relationships with us. In
addition, some of our competitors are able to offer their customers roaming services at lower rates. As consolidation in
the industry creates even larger competitors, advantages that our competitors may have, as well as their bargaining
power as wholesale providers of roaming services, may increase. For example, in connection with the offering of our
nationwide voice and data roaming services, we have encountered problems with certain large wireless carriers in
negotiating terms for roaming arrangements that we believe are reasonable, and we believe that consolidation has
contributed significantly to some carriers' control over the terms and conditions of wholesale roaming services.

These competitive pressures have continued to increase and intensify with recent market consolidation and other
strategic transactions, including Verizon Wireless' acquisition of significant amounts of spectrum from SpectrumCo in
August 2012, the combination of T-Mobile and MetroPCS in April 2013 and Softbank's acquisition of an
approximately 70% ownership position in Sprint in July 2013. In particular, we have been experiencing increased
competition in many of our core Cricket markets from nationwide carriers increasingly targeting the prepaid segment,
including from T-Mobile's nationwide expansion of the MetroPCS prepaid brand utilizing the T-Mobile 4G LTE
network.
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The competitive pressures of the wireless telecommunications industry and the attractive growth prospects in the
prepaid segment have caused a number of our competitors (including AT&T, Verizon Wireless, Sprint and T-Mobile)
to offer competitively-priced unlimited prepaid and postpaid service offerings. In addition, a number of carriers have
begun to offer bundled service offerings comprised of unlimited voice service and fixed amounts of data that
customers can share across all of their wireless devices. We also face additional competition in the prepaid segment
from Lifeline service offerings, which are available to consumers at reduced costs (and in some cases at no cost)
because carriers offering this service receive a subsidy payment from the federal USF program. These Lifeline service
offerings are also being provided by new MVNO providers who are utilizing other carriers' networks.

In addition to our voice offerings, many companies offer other products and services that compete with those we offer.
For example, there are numerous music services that compete with our Muve Music service, including the iTunes
service offered by

8
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Apple, and various streaming services offered by Rhapsody, Pandora, Spotify, Beats Music and others. These various
service offerings have presented, and are expected to continue to present, strong competition in markets in which our
offerings overlap.

The evolving competitive landscape has negatively impacted our financial and operating results in recent years, as
evidenced by a 26.5% reduction in the total number of our customers between March 31, 2012 and December 31,
2013. Our ability to remain competitive will depend, in part, on our ability to anticipate and respond to various
competitive factors, to provide LTE-based services and meet increasing customer demand for high data throughput
speeds, and to keep our costs low. Our competitiveness also will depend on our continued efforts to enhance the
productivity of our distribution channels, continued customer acceptance of our product and service offerings and our
ability to retain and expand our customer base. The evolving competitive landscape may result in more competitive
pricing, higher costs, lower customer additions and higher customer turnover than we project. Any of these results or
actions could have a material adverse effect on our business, financial condition and results of operations.

Government Regulation

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

Licensing of our Wireless Service Systems

We hold broadband Personal Communications Services, or PCS, licenses, Advanced Wireless Services, or AWS,
licenses and the 700 MHz License. The licensing rules that apply to these three categories of licenses are summarized
below.

PCS Licenses. A broadband PCS system operates under a license granted by the FCC for a particular market on one of
six frequency blocks allocated for broadband PCS. Broadband PCS systems generally are used for two-way voice and
data applications. Narrowband PCS systems, in contrast, generally are used for non-voice applications such as paging
and data service and are separately licensed. The FCC has segmented the U.S. PCS markets into 51 large regions
called major trading areas, or MTAs, which in turn are comprised of 493 smaller regions called basic trading areas, or
BTAs. The FCC awards two broadband PCS licenses for each MTA and four licenses for each BTA. Thus, generally,
six PCS licensees are authorized to compete in each area. The two MTA licenses authorize the use of 30 MHz of
spectrum. One of the BTA licenses is for 30 MHz of spectrum, and the other three BTA licenses are for 10 MHz each.
The FCC permits licensees to split their licenses and assign a portion to a third party on either a geographic or
frequency basis or both. Over time, the FCC has also further split licenses in connection with re-auctions of PCS
spectrum, creating additional 15 MHz and 10 MHz licenses.

All PCS licensees must satisfy minimum geographic coverage requirements within five and, in some cases, ten years
after the license grant date. These initial requirements are met for most 10 MHz licenses when a signal level sufficient
to provide adequate service is offered to at least one-quarter of the population of the licensed area within five years, or
in the alternative, a showing of substantial service is made for the licensed area within five years of being licensed.
For 30 MHz licenses, a signal level must be provided that is sufficient to offer adequate service to at least one-third of
the population within five years and two-thirds of the population within ten years after the license grant date. In the
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alternative, 30 MHz licensees may provide substantial service to their licensed area within the appropriate five- and
ten-year benchmarks. "Substantial service" is defined by the FCC as service that is "sound, favorable, and
substantially above a level of mediocre service which just might minimally warrant renewal." In general, a failure to
comply with FCC coverage req
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