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THE THIRD GENERATICON
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2 1S REAL

REAL near doubling of voice capacity.
REAL fast data speeds.

REAL cost-effective networks.

REAL colorful multimedia devices.
REAL useful wireless data applications.
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HIGH-SPEED MO

BILE DATA

SERVICES HAVE ARRIVED

The power of the third generation of devices is
unlike anything the wireless industry has ever
seen. The handset is no longer a simple device
for voice communications. It has become a multi-
media platform operating up to 10 times faster
than traditional wireless phones. Read e-mail.
Surf the wireless Internet. Enjoy a host of
graphics-rich games.

In a growing number of regions, you can even

be located by emergency services workers when
you need them. The devices that deliver these types
of exciting new services have arrived, enabled by
QUALCOMM technology.

And this is only the beginning.
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IT'S HAPPENING IN Cl

ONE OF THE FASTEST-GROWING MARKETS

CDMA is growing in China, the world’s largest wireless market. Seventeen domestic Chinese
telecommunications equipment manufacturers are now licensed by QUALCOMM to develop, manufacture
and sell 3G handsets and/or infrastructure equipment.

CHINA UNICOM

O This year, China Unicom completed the first
phase of the nationwide rollout of its multibillion
dollar "Horizon" network based on QUALCOMM's
industry-leading CDMA technology.

3 China Unicom completed the first phase of its
CDMA network deployment under budget. The
project yielded a network capacity of approxi-
mately 16 million subscribers™.

0O As part of the second phase of the project,

the entire network is now being upgraded to
CDMA2000 1X. When completed in the second
quarter of 2003, the network will have the
capacity to serve over 31 million subscribers*.

O Also this year, China Unicom agreed to
offer BREW applications to a portion of its
subscriber base.

O As 2002 drew to a close, more than a billion
dollars in CDMAZ2000 1X equipment contracts
were awarded to participating vendors including
ZTE, Motorola, Lucent, Nortel and Ericsson.

CHINA UNICOM CDMA WIRELESS
SUBSCRIBER GROWTH IN 2002

* Source: China Unicom.
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IT'S HAPPENING IN JAPAN

GROWING DEMAND FOR MORE MULTIMEDIA

Many subscribers to Japan's newest 3G CDMA network have handsets with built-in cameras. The CDMA SUBSCRIBER GROWTH
country’s second largest operator, KDDI, is rapidly gaining market share and improving customer JAPAN
loyalty thanks to a growing number of innovative devices and services. 1M
KDDI O The newest handsets record and send video oM \ i
0O More than one million camera-embedded phones “Movie Mail” in 5-, 10- and 15-second increments. ™ 5, .
were sold during the first six months of service Users can mput text over the images, create a N
for KDDI's 3G COMA network [called “au”). voice-over track and a GPS attachment that ™ h
provides a map detailing the precise location of
0O By year’s end, coverage extended to approximately the sender. . .
90 percent of Japan and testing was underway . T T - -
for an evolution to the next-generation high-speed NTT DoCoMo 1999 2000 2001 2002
data-optimized service (CDMA2000 1xEV-DQ). 0O “Photo Mail” users can send images to PCs
and Internet-enabled phones such as the Notes: The 2002 figure includes 136,000 FOMA
subscribers as reported on the NTT DoCoMo web site.
01 Over 100 applications based on QUALCOMM's FOMA handsets used by Japan's NTT DoCoMo, The 1999-2001 data as of 12/99, 12/00, 12/01.
gpsOne technology are now available in Japan. the first commercial network based on WCDMA Mﬂwﬁmmﬁ.ﬁﬁ.ﬁﬂj DoCoMo web site, 11/02.
KDDI's "eznavigation” provides emergency {Wideband CDMA) technology.

services, a child finder, detailed navigational
maps, and many other applications for con-
sumers and enterprises.
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QUALCOMM PROVIDES HIGHLY INTEGRATED
PRODUCTS, SOFTWARE AND SERVICES TO THE
WORLD’S LEADING CDMA MANUFACTURERS

QUALCOMM'’s complete chipset and system software solutions embody the most advanced wireless GROWTH DRIVERS
technologies, including cdmaOne, CDMA2000 1X, CDMA2000 1xEV-DO and WCDMA/UMTS. The 0 QUALCOMM’s MSMb5xxx family of chips
Company supports 3G CDMA and is active in the standards arena, in chip and software development achieved market acceptance in 2002, leading
and in testing activity aimed at helping these technologies achieve fast time to market with high the way for 3G deployments worldwide and
voice and data performance. enabling the wave of multimedia devices now

QUALCOMM NOW SUPPLIES coming to market at an ever-growing pace.

36 COMAZ2000 1X CRIPSETS TO
50 MANUEACTURERS WORLDWIDE O We achieved on-time sampling of the 9th gener-

ation MSMéxxx family of radioOne™ chipsets
which is key to the development of multimode
devices that are expected to come to market in
the coming year.

O Increasing demand for color screens and high-
AN speed wireless data services resulted in a strong
\ take-up rate for multimedia features and gpsOne,
AN the industry-leading position location technology.

Additional information about all QCT products
and technologies is available on the web at
http://www.cdmatech.com.
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QUALCOMM’S BREW SOLUTION IS FUELING THE CROWTH OF A WHOLE
NEW INDUSTRY FOR APPLICATION DEVELOPERS
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BREW DISTRIBUTION SYSTEM

A centralized marketplace for acquiring, sharing and
managing applications.

QUALCOMM DEVELOPERS
MANAGES THE MARKETPLACE AND SHOWCASES THE DEPTH MARKET APPLICATIONS DIRECTLY
AND DIVERSITY OF BREW APPLICATIONS TO OPERATORS

WIRELESS SERVICE PROVIDERS DEVICE MANUFACTURERS

CHOOSE FROM A WIDE ARRAY OF APPLICATIONS TO OFFER INTEGRATE AN ASSORTMENT OF APPLICATIONS ACROSS

SUBSCRIBERS AND MANAGE EVERY ASPECT OF APPLICATION MULTIPLE DEVICES AT ANY STAGE OF DEVICE DEVELOPMENT
DISTRIBUTION FROM ACQUISITION TO BILLING

GROWING MARKET ACCEPTANCE

BRAND LICENSORS & CONTENT PROVIDERS
O Five wireless operators have launched or are planning commercial
services based on BREW. IDENTIFY OPPORTUNITIES TO EXTEND THEIR REACH INTO

THE WIRELESS WORLD
O Ten additional wireless operators are in various stages of evaluation.

O Thirty different models of BREW-enabled wireless handsets are
commercially available worldwide.

O Thirty manufacturers have contracted to port BREW to their devices
or have committed to developing BREW handsets or devices.
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QUALCOMM'S INNOVATIVE PATENT PORTFOLIO
PROVIDES A GROWING REVENUE STREAM THAT
SERVES AS A SOLID FOUNDATION FOR GROWTH

EXTENSIVE INTELLECTUAL PROPERTY
QUALCOMM owns patents that are essential to all
CDMA wireless standards. To date, the Company
has more than 2,400 U.S. patents and patent appli-
cations applicable to CDMA and other technologies.

Through the efforts of QUALCOMM Technology
Licensing (QTL), the Company has licensed its
essential CDMA patent portfolio to more than 115
telecom equipment and consumer electronics
manufacturers worldwide.

QUALCOMM earns revenues from license fees
and royalties collected for the use of its intellectual
property. This high-margin business accounted for
over 62 percent of the Company’s pro forma earn-
ings before taxes in fiscal 2002.

CUMULATIVE U.S. PATENTS AND
APPLICATIONS

ISSUED TOTAL
January 1999 245 815
January 2000 388 1,264
January 2001 531 1,582
September 2002 888 2,451

QUALCOMM TECHNOLOGY LICENSING (QTL)

QTL generates revenue from license fees for our
CDMA (e g., cdmaOne, COMA2000, WCDMA/UMTS
and TD-SCDMA] technologies and patents as well
as ongoing royalties based on worldwide sales by
licensees that design, manufacture and sell products
incorporating our CDMA technology. QTL revenues
comprised 28 percent, 29 percent and 22 percent
of total consolidated GAAP revenues for QUALCOMM
in fiscal 2002, 2001 and 2000, respectively.

QUALCOMM HAS AGREEMENTS THAT ENABLE
THE COMPANY TO EARN ROYALTIES ON ALL 3G
CDMA TECHNOLOGIES

0 CDMA2000 1X

0 CDMA2000 1xEV-DO
0 CDMAZ000 1xEV-DV
0 WCDMA/UMTS

0 TD-SCDMA

QUALCOMM HAS SIGNED OVER 55
BILATERAL WCDMA/UMTS AGREEMENTS WITH
THE WORLD’S LEADING MANUFACTURERS

This year the Company added the last two remaining
major wireless infrastructure equipment manufac-
turers to its list of 3G licensees.

0 An agreement with Siemens covers 36 WCDMA/
UMTS and TD-SCDMA infrastructure and
subscriber equipment.

O An agreement with Alcatel covers 3G WCDMA/
UMTS and TD-SCDMA infrastructure equipment.
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QUALCOMM IS ON THE MOVE

IF YOU WANT TO RUN A MISSION-CRITICAL BUSINESS APPLICATION
IN A WIRELESS ENVIRONMENT, WE CAN MAKE IT HAPPEN FOR YOU

QUALCOMM WIRELESS BUSINESS SOLUTIONS®
(QWBS)

0O QWBS has provided wireless data communica-
tions to the transportation industry since 1988.

O QUALCOMM continues to be the industry leader
in providing value-added wireless data solutions
and has shipped over 450,000 OmniTRACS® and
related products to businesses in 39 countries
on four continents.

O Thirty-four of the top 35 U.S. truckload fleets rely
on the system for their mohile data communications.

0O QUALCOMM's U.S. Network Management Center
(NMC) processes over a million transactions per
day, making it one of the world’s largest wireless
data networks.

EXPANDING PRODUCT OFFERINGS

O OmniExpress® provides terrestrial voice, two-way
data and GPS vehicle positioning.

0 OmniOne (a BREW application) targets owner
operators and small affiliate fleets.

0 The FleetAdvisor® fleet management system
provides a turnkey solution for increased driver
and vehicle productivity and improved customer
service. Versatile on-board applications automate
U.S. Department of Transportation (DOT)-compliant
logs, arrivat and departure information, state

mileage tracking and shipment updates.

EXPANDING MARKETS

O Heavy equipment industry
O Private fleets

O Europe

MAJOR CLIENT WINS

O Safeway [in the U.K)

O United Rentals [the world’s largest heavy
equipment rental company)

O PepsiCo (owner of Frito-Lay, the leading
multinational snack chip company)

DRIVER AND VEHICLE SECURITY

0 Since 1988 QUALCOMM has empowered
customers with mobile communications systems
that increase load, driver and vehicle security.

0O QUALCOMM is uniguely positioned to support
high-value cargo monitoring and homeland
security initiatives. Our systems provide reliable,
nationwide driver communication and vehicle
tracking in real time.

O This year QWBS supported local and nationat
homeland security efforts through the advanced
security features provided by its OmniTRACS
satellite-based mobile communications and
tracking system.

@DDDDDDDDDDDDDUDDDDDDDD

f /'VN

0O Our specialized equipment and services include
driver authentication, remote and installed vehicle
and trailer monitoring, panic buttons and tamper-
activated alerts.

O More than 2,000 fleets in the North American
Free Trade Association [NAFTA) region rely on
QUALCOMM to increase safety and security with
secure messaging, emergency notification and
shared data capabilities.

0 This year QWBS served as technical integrator
on a winning team awarded $2.5 million from
the U.S. DOT for hazardous materials trans-
portation safety and security operations
testing including vehicle tracking and disabling,
cargo seals, driver authentication/biometrics

and other safety and security features.
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QUALCOMM

WHERE TECHNOLOGY HAS A HUMAN FACE

QUALCOMM has earned a distinguished reputation that goes beyond CDMA. The Company is powered
by people with the ability to shape new concepts into breakthrough technologies. We call it the spirit
of invention. Our people are inventors at heart with a thirst for education and lifelong learning.
QUALCOMM is committed to meeting that need by providing a wide range of support services to the
people inside our Company and the communities where we work and live.

QUALCOMM EMPLOYEES COME FROM
OVER 100 DIFFERENT COUNTRIES AND SPEAK
MORE THAN 50 DIFFERENT LANGUAGES

ACKNOWLEDGED BY THE
U.S. SECRETARY OF LABOR

The Department of Labor awarded QUALCOMM
the 2002 Secretary of Labor’s Opportunity Award.
Each year, the Department awards the Secretary
of Labor’s Opportunity Award to one company that
has an exceptional equal employment opportunity
(EEO] program. The Department chose QUALCOMM
from a field of very impressive nominees.
QUALCOMM has made outstanding efforts to
develop and maintain an exemplary EEO program.

OTHER AWARDS AND HONORS

3 AARP's "Best Company for Workers Over 507

O BestJobsUSA.com’s "Employer of Choice 500°

00 Black Collegian's "Top 50 Companies in America
for Diversity”

0O Business Ethics’ "100 Best Corporate Citizens”

0 Business Week's "Hottest of the Hot”

O Electronic Business "Global 1000”

O Fabtess Semiconductor Association “Best
Financially Managed Company”

Q Fortune’s "100 Best Companies to Work for
in America™”

O Fortune's "100 Fastest-Growing Companies
in America™”

1 Fortune's 2002 America’s Most Admired
Companies”

0 Fortune's "America’s 10 Most Admired
Companies” (3rd place in network
communications industry)

O

Industry Week's "100 Best Managed Companies”

O

Training Magazine's "Top 100 Training
Organizations”

O Wireless Future Magazine's "Fifteen of
the Future”
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TO OUR STOCKHOLDERS,

We are pleased with the substantial progress achieved this year in each of our
businesses. QUALCOMM has outperformed most communications technology
companies, largely because of the strong acceptance of COMA2000 by CDMA
operators and their customers. We continue to lead the industry in the devel-
opment and delivery of digital wireless solutions based on CDMA, including
CDMA2000 and WCDMA, both based on the innovative technology we pioneered
over a decade ago. Based on results to date for operators in South Korea,
Japan, and North America, third-generation (3G] features are proving very pop-
ular with customers and enterprises, resulting in an increase in average revenue
per user (ARPU).

CDMA was first envisioned as a new way to make wireless voice calls more
efficient and reliable. It has rapidly evolved into a new way for people to learn,
play, navigate and work. Users are finding that their always-on wireless con-
nection to the Internet—supporting a growing number of applications and content
—makes life safer and easier, more productive and just plain fun. QUALCOMM
was first-to-market with the best high-speed wireless data solutions for enabling
these new services.

THE THIRD GENERATION 1S HERE

3G CDMA technology is now in commercial operation with 32 operators in 16
countries. New systems are being installed in countries such as India and
Indonesia, and existing systems are being upgraded from second-generation
cdmaOne to third-generation COMA2000 1X and 1xEV-DO.

Dr. Irwin Mark Jacobs (left)
Chairman & CEC

Anthony S. Thornley [right)
President & CO0

QUALCOMM HAS A HIGHLY FOCUSED
BUSINESS STRATEGY THAT HAS ENABLED
OUR COMPANY TO STRENGTHEN ITS
POSITION IN THE MARKETPLACE THIS
YEAR EVEN THOUGH THE TELECOM
SECTOR CONTINUED TO FEEL THE IMPACT
OF A STRUGGLING ECONOMY.

A key reason for this rapid acceptance is the economic benefit that CDMA2000
provides to wireless carriers. They can upgrade their existing networks,
increasing voice and data capacity, coverage and quality with moderate expen-
ditures for infrastructure equipment. With chips and software supplied by
QUALCOMM, the upgrade for phones and infrastructure is relatively easy and
low-cost and is backwards-compatible, allowing subscribers to use both old
and new phones and to roam seamlessly among COMA networks. With our
newest generation of chips and software, roaming will be extended to most
second- and third-generation networks, including GSM.

NEW NETWORKS

QUALCOMM has a highly focused business strategy that has enabled our
Company to strengthen its position in the marketplace this year even though
the telecom sector continued to feel the impact of a struggling economy.
Second-generation network rollouts were scaled back and subscriber growth
slowed down as many operators found it difficult to raise the capital they needed
to invest in new equipment for their networks. This was in stark contrast to
what is happening with QUALCOMM and CDMA technology.

The primary CDMA markets in South Korea, Japan and the Americas have per-
formed very well and we saw evidence of that this year with the launch of new
networks and the introduction of many new phone models and other devices
based on 3G COMA technology. We also made substantial progress this year in
cementing relationships that will ensure continued growth for our Company

in many key new markets including China, India, Latin America, throughout
Asia, and hopefully, soon in Europe.
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enables our next evolution of capacity enhancements using antenna diversity to
achieve yet another doubling of CDMA voice capacity.

NEW PRODUCTS AND MARKETS

Our Company was an early innovator of wireless data applications and we have
a long track record of working with industry and government on mission-critical
wireless applications involving safety and security. Building on that foundation,
this year our Digital Media division produced the wortd’s only CDMA handset
that meets government security standards for ensuring the protection of top-
secret communications. QUALCOMM was recently awarded a contract to support
the provisioning of this secure handset in South Korea.

As part of the Homeland Security initiative, QUALCOMM is also participating
with the U.S. Department of Transportation (DOT) in an operational test to
determine the effectiveness of high-tech systems in enhancing security for
transportation of hazardous materials by truck. The 18-month operational test
is part of a DOT program to ensure our nation’s safety against further terrorist
attacks. The U.S. DOT awarded the project to Battelle Memorial Institute.
QUALCOMM is a core member of the team as the technical integrator for the
project, which will test capabilities such as biometric driver verification, off-
route vehicle alerts, stolen vehicle alerts, cargo tampering alerts and remote
vehicle disabling.

QUALCOMM technology is helping address the need for secure wireless voice
and data cornmunications on many fronts. Our industry-leading truck tracking
business now features a growing number of services and products focused on
meeting the needs of customers in new transportation markets including the
less-than-truckload and private fleet markets and the gigantic heavy equip-
ment market. And the anti-hijacking technologies introduced and tested in
Brazil are now being looked at by the U.S. Defense Transportation Tracking
System {DTTS).

OUR STRATEGY FOR THE FUTURE

To help speed the worldwide transition to wireless services based on 3G COMA,
we are making strategic investments and working closely with operators and
manufacturers around the world. For example, we invested in a U.K.-based
company called Inquam, which is using the 450 MHz frequency band to migrate
networks to CDMA, supporting dispatch and other business applications.

IN MANY RESPECTS, QUALCOMM IS
ENERGIZING THE CONSUMER ELECTRONICS
INDUSTRY BY PROVIDING THE ENABLING
TECHNOLOGIES FOR PROLIFERATING

NEW PRODUCTS AND SERVICES THAT
WILL TAKE ADVANTAGE OF TODAY’S HIGH-
SPEED NETWORK DATA CAPABILITIES.

Development of multimode devices that will communicate between all types of
networks and allow for effective roaming between existing second-generation
and third-generation networks around the world has been a major focus for
us. We introduced chipsets and system software this year that will support
development of 3G phones with multimode capabilities for either CDMA2000
or WCDMA/UMTS networks.

We also introduced an alternative for GSM operators to migrate to third-
generation CDMA by overlaying their existing GSM networks with COMA2000
radio equipment while preserving their investment in systems and equipment.
We named this GSM1x. We continue to explore new areas of opportunity for the
future development of wireless systems and are dedicating engineers in our
own organization to this task as well as investing in smaller companies who
have innovative ideas that will be complementary to our capabilities in

the future.

FINANCIAL PERFORMANCE

QUALCOMM posted GAAP revenues of $3.0 billion in fiscal 2002, a 13 percent
increase over the $2.7 billion posted in fiscal 2001. GAAP reported earnings
were $360 million and EPS was $0.44 in fiscal 2002 compared with a loss of
$578 million (or $0.76 per share) in fiscal 2001,

Pro forma revenues from our core operations were $2.9 billion in 2002, which
was an increase of 9 percent over the year ago period. Pro forma earnings this
year were $794 million or $0.98 per share, an increase of 11 percent compared
to $710 million or $0.88 per share in fiscal 2001. (Pro forma results exclude
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GLOSSARY

THIRD GENERATION (3G6). A new generation

of wireless systems which provide high-speed
data transmission (144 kbps and higher] and
Internet Protocol (IP) based services in fixed,
portable and mobile environments. In 2000, the
International Telecommunications Union adopted
an industry standard for third-generation systems,
which includes three CDMA operating modes:
CDMA2000, WCDMA and TD-SCDMA. All of
these modes employ essential CDMA technology
from QUALCOMM.

CODE DIVISION MULTIPLE ACCESS [CDMA).

A digital wireless technology that uses a “spread
spectrum” technique to scatter a radio signal
across a wide range of frequencies. COMA provides
greater total capacity than other technologies,
along with outstanding voice quality and fewer
dropped calls. CDMA is the technology of choice
for new third-generation systems.

cDMA2000 1X. A 3G technology which provides
voice and data capabilities within a standard 1.25
MHz CDMA channel for outstanding spectral effi-
ciency and flexibility. COMA2000 builds on earlier
CDMA technology (known as cdmaOne] to provide
a simple evolution to 3G services. It nearly doubles
voice capacity over second-generation CDMA
networks and supports high-speed data services.

CDMA2000 1xEV-BO. An evolution of CDMAZ000, this
“data-optimized” version is also an approved 3G
standard. 1xEV-DO provides peak data rates of up
2.4 Mbps in a standard 1.25 MHz CDMA channel for
fixed, portable and mobile applications.

GSM. (GLOBAL SYSTEM FOR MOBILE
COMMUNICATIONS). A second-generation digital
wireless technology based on Time Division
Multiple Access (TDMA).

6sM1x. Developed this year by QUALCOMM,
GSM1x has been designed to overlay an existing
GSM network with CDMAZ2000 radio access to
improve efficiency of existing spectrum (800, 900,
1800 and 1900 MHz). GSM1x will increase an oper-
ator's voice and data capacity. The harmonization
of two powerful technologies, GSM1x connects the
spectrally efficient and proven COMAZ2000 1X radio
access to the GSM core network with no changes
to either, allowing an operator to simultaneously

support both GSM and CDMAZ000 users.

gpsOne. QUALCOMM's gpsOne solution, featuring
SnapTrack technology, offers robust data availability
under the most challenging conditions, whether in
concrete-and-steel high-rises, convention centers,
shopping malls or urban canyons. Using a hybrid
approach that utilizes signals from both the Global

Positioning System {GPS) satellite constellation
and COMA cell sites, the gpsOne solution
enhances location services availability, expands
terrain coverage, accelerates the location determi-
nation process and provides better accuracy for
callers, whether during emergency situations or
while using GPS-enabled commercial applications.

radioOne. A technology based on an architecture
called direct conversion or Zero IF (ZIF). Direct
conversion technology eliminates intermediate
frequencies, thereby reducing phone cost and size.

TDMA. [TIME DIVISION MULTIPLE ACCESS). A 26
digital wireless technology that divides a narrow
radio channel into framed time slots (typically three
or eight) and allocates a slot to each user.

TD-scbMA. A 3G CDMA technology based on Time
Division Duplexing and the synchranization of
mobile devices lo reduce interference.
WCDMA/UMTs. Wideband CDMA is an approved
3G standard which utilizes 5 MHz channels for
both voice and data, offering peak data speeds

up to 384 kbps. UMTS is ancther name for wide-
band CDMA.
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In this document, the words "we,” “our,” “ours” and “us” refer only to QUALCOMM
Incorporated and not any other person or entity.

FINANCIAL INFORMATION

The following is certain financial information of the Company that was originally
filed with the SEC on November 26, 2002 as part of the Company’s Annual Report on
Form 10-K for the fiscal year ended September 30, 2002. The Company has not
undertaken any updates or revisions to such information since the date it was origi-
nally filed with the SEC. Accordingly, you are encouraged to review such financial
information together with subsequent information filed by the Company with the SEC,
if any, and other publicly available information.

MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS

Market Information. Our Common Stock is traded on the Nasdaq National Market
under the symbol "“QCOM.” The following table sets forth the range of high and low sales
prices on the National Market of the Common Stock for the periods indicated, as reported
by Nasdag. Such quotations represent inter-dealer prices without retail markup, mark-
down or commission and may not necessarily represent actual transactions.

High ($) Low ($)
Fiscal 2001
First Quarter 107.81 61.00
Second Quarter 89.38 47.25
Third Quarter 71.04 42.75
Fourth Quarter 68.87 42.60
Fiscal 2002
First Quarter 62.49 38.31
Second Quarter 53.34 31.03
Third Quarter 40.35 24.49
Fourth Quarter 31.39 2321

As of November 20, 2002, there were 10,142 holders of record of our Common
Stock. On November 20, 2002, the last sale price reported on the Nasdag National
Market for our Common Stock was $39.15 per share. We have never paid cash divi-
dends on our Common Stock and have no present intention to do so.

Securities Authorized for Issuance Under Equity Compensation Plans.
Information about QUALCOMM equity compensation plans at September 30, 2002
was as follows (number of shares in thousands):

Number of Weighted Number of
Shares to be Average Shares
Issued Upon Exercise Remaining
Exercise of Price of Available for
Outstanding Outstanding Future
Plan Category Options Options Issuance
Equity compensation plans
approved by shareholders™ 116,830 $29.56 35,710
Equity compensation plans
not approved by shareholders™ Lbh 1.94 78
Total 117,274 $29.45 35,788

{a} Consists of six QUALCOMM plans: 1991 Stock Option Plan, 2001 Stock Option Plan, 1998 Non-
Employee Directors’ Stock Option Plan, 2001 Non-Employee Directors’ Stock Option Plan, 2001
Employee Stock Purchase Plan, and the Executive Retirement Matching Contribution Plan.

[b) Consists of two plans: QUALCOMM 1996 Non-Qualified Employee Stock Purchase Plan and
the SnapTrack, Inc. 1995 Stock Option Plan. See “Notes to Consolidated Financial Statements,
Note 10 — Employee Benefit Plans.”

(¢} Includes 11,012 shares reserved for issuance under the 2001 Employee Stock Purchase Plan.

[d] All shares remaining available for future issuance are related to the 1996 Non-Qualified Employee
Stock Purchase Plan.

Information about employee and executive stock option grants at September 30
was as follows:

2002 2001 2000
Net grants during the period as
% of outstanding shares 3.4% 2.0% 1.3%
Grants to named executive officers*
as % of total options granted 6.0% 9.6% 10.7%

Grants to named executive officers*
as % of outstanding shares 0.2% 0.2% 0.1%

Cumulative options heltd by named
executive officers* as % of total
options outstanding 11.9%

14.0% 13.0%

* Named executive officers are defined by the SEC for inclusion in the Proxy Statement as the
Chief Executive Officer and each of the four other most highly compensated executive officers
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MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION

Except for the historical information contained heretn, the following discussion
contains forward-looking statements that are subject to risks and uncertainties.
Actual results may differ substantially from those referred to herein due to a number
of factors, including but not limited to risks described in the section entitled Risk
Factors and elsewhere in this Annual Report. Our consolidated financial data
includes SnapTrack, Inc., Vésper Holding Ltd. and other consolidated subsidiaries.

OVERVIEW

We design, manufacture and market digital wireless telecommunications products
and services based on our CDMA and other technologies. We derive revenue princi-
pally from license fees and royalties from our intellectual property, from sales of
integrated circuit products, from services and related hardware sales and from software
development and related services. Operating expenses primarily consist of cost of
revenues, research and development, selling, general and administrative, amortization
of goodwill and other acquisition-related intangible assets, and asset impairment
and related charges.

Our QUALCOMM CDMA Technologies [QCT) segment is a leading developer and
supplier of COMA-based integrated circuits and system software for wireless voice
and data communications and global positioning system products. QCT software
products are the interface link between the operating system that controls the phone
and the functionality embedded in our integrated circuit products. QCT products are
sold to many of the world's leading wireless phone and infrastructure manufacturers.
QCT revenues comprised 52%, 51% and 39% of total consolidated revenues in fiscal
2002, 2001 and 2000, respectively. QCT's operating margin was 28% in fiscal 2002,
compared to 22% in 2001 and 32% in 2000. The increase in operating margin in
2002 as compared to 2001 was primarily related to a change in product mix toward
higher end devices utilizing our CDMA2000 1X products. The decrease in operating
margin in 2001 as compared to 2000 was primarily related to increased research and
development costs associated with new integrated circuit product and technology
initiatives, as well as increased advertising expenses.

Our QUALCOMM Technology Licensing [QTL) segment receives license fees and
royalty payments for use of our CDMA technology by domestic and international wire-
less telecommunications equipment suppliers. QTL generates revenue from license
fees for our patented COMA [e.g., cdmaOne, CDMA2000, WCDMA and TD-SCDMA)
technologies as well as ongoing royalties based on worldwide sales by licensees that
design, manufacture and sell products incorporating our COMA technology. QTL
revenues comprised 28%, 29% and 22% of total consolidated revenues in fiscal 2002,
2001 and 2000, respectively. QTL's operating margin was 89% in fiscal 2002, compared
to 90% in 2001 and 2000.

Cur QUALCOMM Wireless & Internet {QWI) segment, which inctudes QUALCOMM
Wireless Business Solutions (QWBS), QUALCOMM Internet Services (QIS) and
QUALCOMM Digital Media (QDMJ, generates revenue primarily through mobile
communication products and services, software, and software development aimed at
support and delivery of wireless applications. QWI| revenues comprised 14%, 16% and
14% of total consolidated revenues in fiscal 2002, 2001 and 2000, respectively. QWI's
operating margin was a negative 2% in fiscal 2002, compared to positive 8% in 2001
and 19% in 2000. The decrease in operating margin from 2001 to 2002, and from 2000
to 2001, was primarily due to expenses incurred in the development, support and
marketing efforts related to the BREW product.

Our QUALCOMM Strategic Initiatives [QSI} segment makes strategic investments
to promote the worldwide adoption of CDMA products and services for wireless voice
and Internet data communications. Our strategy is to invest in CDMA carriers,
licensed device manufacturers and start-up companies that we believe open new
markets for CMDA technology, support the design and introduction of new CDMA-
based products or possess unique capabilities or technology to promote Internet data
communications. The QS| segment’s revenues relate primarily to the consolidation of
our investment in Vésper Holding. QSI revenues comprised 4% of fiscal 2002 total
consolidated revenues. Q5! did not generate revenues in 2001 or 2000. QS5I's operat-
ing margin was negative 401% in 2002 and was not meaningful in 2001 or 2000.

Recent global economic weakness has had wide-ranging effects on markets that
we serve, particularly wireless communications equipment manufacturers and
network operators. We cannot predict whether a recovery will occur or what effects
negative events, such as war, may have on the economy. Further, an economic recov-
ery, if it occurs, may not benefit us in the near term. If it does not, our ability to
increase or maintain our revenues and operating results may be impaired. To
increase our revenues and market share in future periods, we are dependent upon
the adoption and commercial deployment of 3G wireless communications equipment,
products and services based on our CDMA technology. Although network operators
have commercially deployed COMA2000 1X, we cannot predict the timing or success
of other commerciat deployments. If existing deployments are not commercially
successful, or if new commercial deployments of COMA2000 1X are delayed or
unsuccessful, our business and financial results may be harmed.

We currently face significant competition in our markets and expect that competition
will continue. Historically, this competition has resulted and is expected to continue
to result in reduced average selling prices for our products and those of our
customers and licensees. Reductions in the average selling price of our licensees’
products generally results in reduced average royalties. While this trend has, to a
large extent, been mitigated by the introduction of new features and functionality in
our licensees’ products, there is no guarantee that such mitigation will continue.
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MANAGEMENT'S DISCUSSION AND ANALYSIS continued

based on estimates, we adjust revenues for the period in which the reports are
received. Revenues from sales of our CDMA-based integrated circuits are recognized
at the time of shipment, or when title and risk of loss passes to the customer, if later.
Revenues and expenses from sales of certain satellite and terrestnal-based two-way
data messaging and position reporting hardware and related software products are
recognized ratably over the shorter of the estimated useful life of the hardware prod-
uct or the expected messaging service period, which is typically five years, as the
messaging service is considered integral to the functionality of the hardware and
software. Revenues from providing services are recorded when earned. Revenues
from long-term contracts are generally recognized using the percentage-of-completion
method of accounting, based on costs incurred compared with total estimated costs.
The percentage-of-completion method relies on estimates of total contract revenue
and costs. Revenues and profit are subject to revisions as the contract progresses to
completion. Revisions in profit estimates are charged or credited to income in the
period in which the facts that give rise to the revision become known. If actual con-
tract costs are greater than expected, reduction of contract profit would be required.
Billings on uncompleted contracts in excess of incurred cost and accrued profits are
classified as unearned revenue. Estimated contract losses are recognized when
determined. If substantive uncertainty related to customer acceptance exists or the
contract’s duration is relatively short, we use the completed-contract method.

Revenues from software license fees are recognized when all of the following cri-
teria are met: the written agreement is executed; the software is delivered; the
license fee is fixed and determinable; collectibility of the license fee is probable; and
if applicable, when vendor-specific objective evidence exists to allocate the total
license fee to elements of multiple-element arrangements, including post-contract
customer support. When contracts contain multiple elements wherein vendor-
specific objective evidence exists for all undelivered elements, we recognize revenue
for the delivered elements and defer revenue for the undelivered elements until the
remaining obligations have been satisfied. If vendor-specific objective evidence does
not exist for all undelivered elements, revenue for the delivered and undelivered
elements is deferred until remaining obligations have been satisfied, or if the only
undelivered element is post-contract customer support, revenue is recognized ratably
over the support period. Significant judgments and estimates are made in connection
with the recognition of software license revenue, including assessments of collectibil-
ity and the fair values of deliverable elements. The amount or timing of our software
license revenue may differ as a result of changes in these judgments or estimates.

ALLOWANCES FOR DOUBTFUL ACCOUNTS

We maintain allowances for doubtful accounts for estimated losses resulting from
the inability of our customers to make required payments. We consider the following
factors when determining if collection of a fee is reasonably assured: customer

credit-worthiness, past transaction history with the customer, current economic
industry trends and changes in customer payment terms. If we have no previous
experience with the customer, we typically obtain reports from various credit organi-
zations to ensure that the customer has a history of paying its creditors. We may also
request financial information, including financial statements or other documents
le.g., bank statements] to ensure that the customer has the means of making pay-
ment. If these factors do not indicate collection is reasonably assured, revenue is
deferred until collection becomes reasonably assured, which is generally upon
receipt of cash. If the financial condition of our customers were to deteriorate,
adversely affecting their ability to make payments, additional allowances would
be required.

We also maintain allowances for doubtful accounts for estimated losses resutting
from the inability of entities we have financed to make required payments. We evaluate
the adequacy of allowances for doubtful finance and note receivables based on analyses
of the financed entities’ credit-worthiness, current economic trends or market conditions,
review of the entities” current and projected financial and operational information,
and consideration of the fair value of collateral to be received, if applicable. From time
to time, we may consider third party evaluations, valuation reports or advice from
investment banks. If the financial condition of the financed entities were to deterio-
rate, adversely affecting their ability to make payments, additional allowances would
be required.

VALUATION OF INTANGIBLE ASSETS AND INVESTMENTS

Our business acquisitions typically result in goodwill and other intangible assets,
and the recorded values of those assets may become impaired in the future. The
determination of the value of such intangible assets requires management to make
estimates and assumptions that affect our consolidated financial statements. We
assess potential impairments to intangible assets when there is evidence that events
or changes in circumstances indicate that the carrying amount of an asset may not
be recovered. Our judgments regarding the existence of impairment indicators and
future cash flows related to intangible assets are based on operational performance
of our acquired businesses, market conditions and other factors. Future events could
cause us to conclude that impairment indicators exist and that goedwill associated
with our acquired businesses is impaired. Any resulting impairment loss could have
an adverse impact on our results of operations.

We hold minority strategic investments in publicly-traded companies whose share
prices may be highly volatile. We record impairment charges when we believe an
investment has experienced a decline that is other than temporary. The determination
that a decline is other than temporary is subjective and influenced by many factors.
Future adverse changes in market conditions or poor operating results of investees
could result in losses or an inability to recover the carrying value of the investments,
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MANAGEMENT'S DISCUSSION AND ANALYSIS continued

(expense) income. During fiscal 2002, we recognized $230 million in charges related
to other-than-temporary losses on marketable and private securities. In some cases,
we make strategic investments in early stage companies which require us to consol-
idate or record our equity in the losses of those companies. The consolidation of these
losses can adversely affect our financial results until we exit from or reduce our expo-
sure to the investments.

From time to time, we may accept equity interests in a licensee as consideration
for a portion or all of the license fees payable under our CDMA license agreements.
We record license fee revenues based on the fair values of the equity instruments
received, if determinable. The measurement date for determination of fair value is the
earlier of the date on which the parties establish a commitment to perform or the
date at which the performance is complete. The evaluation procedures used to deter-
mine fair value include, but are not limited to, examining the current market price for
the shares if the licensee is publicly traded, examining recent rounds of financing and
the licensee’s business plan if not publicly traded, and performing other due diligence
procedures. We account for the equity received using APB 18 or FAS 115, as appro-
priate. This program will not affect the licensees’ obligations to pay royalties under
their COMA license agreements. The amount of cash consideration and the timing of
revenue recognition vary depending on the terms of each agreement. As of
September 30, 2002, nine licensees have participated in this program. We recognized
$6 million and $7 million of revenue in fiscal 2002 and 2001, respectively, and no rev-
enue in fiscal 2000 related to equity received as consideration for license fees.

VELOCOM, INC.

On November 29, 2001, we forgave $119 million under our debt facility with
VeloCom, Inc. (VeloCom), an investor in Vésper Holding. We also converted our
remaining $56 million convertible promissory note into equity securities of VeloCom
[the VeloCom exchange) in conjunction with our acquisition of Vésper Holding. The
VeloCom exchange increased our equity interest in VeloCom to 49.9%. We use the
equity method to account for our investment in VeloCom. At September 30, 2002, our
investment in VeloCom was $33 million, net of our equity in VeloCom'’s losses.

VESPER HOLDING, LTD.

In fiscal 1999, we acquired an approximate 16% ownership interest in Vésper Sao
Paulo S.A. and Vésper S.A. (the Vésper Operating Companies or collectively, Vésper).
The Vésper Operating Companies were formed by a consortium of investors
to provide fixed wireless and wireline telephone services in the northern, northeast
and eastern regions of Brazil and in the state of Sao Paulo. In addition, we extended
long-term financing to the Vésper Operating Companies related to our financing
arrangement with Ericsson. On November 13, 2001, we consummated a series of
transactions as part of an overall financial restructuring {the Restructuring) of the
Vésper Operating Companies.

Pursuant to the Restructuring, we committed to invest $266 million, and VeloCom
committed to invest $80 million, in a newly formed holding company called Vésper
Holding. Vésper Holding acquired certain liabilities of the Vésper Operating
Companies from their vendors for $135 million and the issuance of warrants to
purchase an approximate 7% interest in Vésper Holding, and the vendors released in
full any claims that they might have against us, VeloCom, the Vésper Operating
Companies and other related parties arising from or related to the acquired liabitities.
fn a series of related transactions, Vésper Holding agreed to contribute the acquired
lLiabilities to the Vésper Operating Companies in exchange for equity securities and to
cancel the contributed liabilities. At September 30, 2002, we directly owned 72% of the
issued and outstanding equity of Vésper Holding, and we indirectly owned an addi-
tional 11.9% of Vésper Holding through our ownership interest in VeloCom, totaling
an 83.9% direct and indirect interest.

The purchase price allocation, based on the estimated fair values of acquired
assets and liabilities assumed, included $307 million for property, plant and equip-
ment, $39 miltion for licenses, and $31 million for other intangible assets. Property,
plant and equipment are depreciated over useful lives ranging from 2 to 18 years.
Licenses and other intangible assets are amortized over their useful lives of 18 years
and 3 to 18 years, respectively.

When we obtained the controlling interest in Vésper Holding, Accounting
Principles Board Opinion No. 18, "The Equity Method of Accounting for Investments
in Common Stock,” required that we adjust our prior period results to account for our
original 16% ownership interest in the Vésper Operating Companies, predecessors to
Vésper Holding, using the equity method of accounting. As a result, we recorded
$6 million, $150 million and $48 million of equity in losses of the Vésper Operating
Companies for fiscal 2002 [pre-acquisition}, 2001 and 2000, respectively. We recorded
a $59 million reduction in finance receivables, an $18 million reduction in other
assets and a $77 million reduction in retained earnings at September 30, 2001. We
previously recorded $121 million in asset impairment charges and other-than-
temporary losses on other investments during fiscal 2001. Because those charges did
not exceed the losses recorded as a result of using the equity method, our net loss for
fiscal 2001 increased by $29 million. We did not record any asset impairment charges
or other-than-temporary losses during fiscal 2000, and as a result of using the equity
method, the net income for fiscal 2000 decreased by $48 million.

In July 2002, a group of Brazilian mobile operators sued the Vésper Operating
Companies, claiming Vésper violated its STFC {fixed] license by allowing full mability
on its network. The court issued an order temporarily restraining Vésper from con-
tinued sales of its timited mobility product pending the trial. This order did not impact
Vésper’s existing customers, nor sales of other types of products. Subsequently,
Anatel, the Brazilian telecommunications regulatory agency, placed a similar
administrative hold on Vésper until such time as it could determine whether Vésper
was in compliance with existing regulations. Vésper successfully appealed the court
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MANAGEMENT'S DISCUSSION AND ANALYSIS continued

PEGASO TELECOMUNICACIONES, S.A. DE C.V.

We have various financing arrangements, including a bridge loan facility, an
equipment loan facility and an interim loan facility, with Pegaso Comunicaciones y
Sistemas S.A. de C.V., a wholly-owned subsidiary of Pegaso Telecomunicaciones, S.A.
de C.V., a CDMA wireless operating company in Mexico (collectively referred to as
Pegaso). On September 10, 2002, Telefénica Méviles (Telefénica) acquired a 65% con-
trolling interest in Pegaso (the Close].

The bridge facility was payable in full on October 31, 2001, was in default and was
subject to a farbearance agreement at September 30, 2002. At September 30, 2002,
$413 million was outstanding under the bridge loan facility, net of deferred interest
and unearned fees. We stopped recognizing interest on the bridge loan facility effec-
tive at the beginning of the fourth fiscal quarter of 2001. Pegaso paid $435 million in
full satisfaction of the bridge loan facility on November 8, 2002 {the Bridge Payment).

The equipment loan facility and related financing were in default and subject to a
forbearance agreement at September 30, 2002. At September 30, 2002, $318 million
was outstanding under the equipment loan facility, net of deferred interest and
unearned fees. The equipment loan facility was payable through December 31, 2007
and bears interest at the London Interbank Offered Rate (LIBOR) plus 4.5% (or LIBOR
plus 6.5% when in default]. We stopped recognizing interest on the equipment loan
facility and related financing effective at the beginning of the fourth fiscal quarter of
2001. The terms of the equipment loan facility and related financing were modified,
retroactive to September 10, 2002, upon receipt of the Bridge Payment and the satis-
faction of other conditions. We will be required to use approximately $139 million of
the bridge loan proceeds to purchase outstanding vendor debt owed by Pegaso to
other lenders. Financing related to the equipment loan facility in the amount of
$4 million will be payable in March 2003. The remaining equipment loan facility,
including the acquired vendor debt, will be payable quarterly starting in March 2006
through December 2008 and will bear interest at LIBOR plus 1% for two years, LIBOR
plus 3% for the next three years and LIBOR plus 6% thereafter. We recognized
$0.5 million in interest income on the equipment loan facility during fiscal 2002 frem
the Close through fiscal year end at LIBOR plus 1%.

During fiscal 2002, we provided to Pegaso $65 miltion of interim financing, including
$5 million in capitalized fees, and $65 mitlion of additional interim financing. Prior to
the Close, a Pegaso shareholder purchased $25 million and $23 million participations
in the interim and additional interim finance receivables, respectively, from us, and at
Close, converted those portions of the interim and additional interim financings into
equity in Pegaso. At September 30, 2002, $40 million and $42 million were outstanding
under the interim and additional interim facilities, respectively. The interim and additional
interim financing commitments were cancelled at Close, and the interim and additional
interim finance receivables were repaid in full with interest on October 10, 2002.

Also in connection with the Close, Telefénica paid $9 million to us in consideration
for warrants to acquire equity in Pegaso at Close, and Pegaso paid $12 mitlion to us
in October 2002 related to certain fees and expense reimbursements.

As a result of the Close, we recognized a total of $9 million in interest income in
fiscal 2002. At September 30, 2002, finance and other receivables from Pegaso totaled
$821 million, net of $45 million in deferred interest income that will be amortized over
the remaining term of the equipment loan facility as an adjustment to yield. We
received $90 million of this amount in October 2002 and an additional $295 million
when the Bridge Payment was made in November 2002, excluding the $139 million
portion of the Bridge Payment that will be used to acquire vendor debt. After receipt
of the Bridge Payment, $436 million of the September 30, 2002 finance receivables
remains, net of deferred interest. In the event that Pegaso were to initiate the com-
mercialization of GSM or TDMA services in its spectrum, Pegaso would be obliged to
prepay $285 million of that amount. Telefénica has recently indicated its intention to
deploy GSM in Mexico.

Our aggregate commitments to provide additional long-term financing to Pegaso
under our arrangements with Ericsson were $105 million as of September 30, 2002,
subject to Pegaso meeting certain conditions. Of this amount, $9 million was can-
celled when Pegaso made the Bridge Payment, and the remaining $96 million is no
tonger available to Pegaso as a result of a series of events that occurred in Novermnber
2002. We also had $4 million in other financing commitments to Pegaso as of
September 30, 2002 that were cancelled when Pegaso made the Bridge Payment.

Pegaso is at an early stage of development and may not be able to compete
successfully. Competitors in Mexico have greater financial resources and more estab-
lished operations than Pegaso. As is normal for early stage wireless operators,
Pegaso is experiencing significant losses and negative cash flows from operations.
Based on current information and available evidence, including the acquisition of
Pegaso by Telefénica, we believe that we will ultimately be able to collect the remaining
long-term financing from Pegaso. Failure to collect our finance receivables could
have a material adverse effect on our operating results and financial condition.

LEAP WIRELESS INTERNATIONAL INC.

in fiscal 2000, we purchased 308,000 units of Leap Wireless International Inc.’s
(Leap Wireless) senior discount notes with detachable warrants for $150 million. The
notes mature in April 2010 and bear interest at 14.5% payable beginning in 2005. In
addition, we hold 489,000 shares of Leap Wireless’ common stock and a warrant to
purchase 3,375,000 shares of common stock issued to us in connection with our spin-
off of Leap Wireless in September 1998. During fiscal 2002, we determined that
declines in the market values of our investments in Leap Wireless were other than
temporary, as the market values of the investments had declined significantly during
our third quarter of fiscal 2002 as a result of unfavorable developments in Leap
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MANAGEMENT'S DISCUSSION AND ANALYSIS continued

development activities, particularly in China, and $13 million resulting from the con-
solidation of Wireless Knowledge, Inc. [Wireless Knowledge), partially offset by a
$22 million reduction in support efforts related to the Globalstar business and a
$14 million reduction in bad debt expense.

Amortization of goodwill and other acquisition-related intangible assets was $259
million for fiscal 2002, compared to $255 million in fiscal 2001. Amortization charges
were primarily related to the acquisition of SnapTrack in March 2000.

For fiscal 2002, asset impairment and related charges were less than $1 million,
compared to $518 million of such charges in fiscal 2001. Asset impairment and related
charges during fiscal 2001 were comprised primarily of $519 million in charges
resulting from management’s determination that certain assets related to the
Globalstar business were impaired.

For fiscal 2002, other operating expenses were $9 million, compared to $51 million
in fiscal 2001. Other operating expenses for fiscal 2002 resutted from the write down
of a note receivable from a development stage CDMA carrier. Other operating expenses
for fiscal 2001 were comprised of a $62 million arbitration decision against us, offset
by $11 million in other income related to the irrevocable transfer of a portion of an
FCC Auction Discount Voucher to a third party.

Interest expense was $26 million for fiscal 2002, compared to $10 million for fiscal
2001. Interest expense for fiscal 2002 was primarily related to the long-term debt of
Vésper Holding. Interest expense for fiscal 2001 was primarily related to interest
charges resulting from the arbitration decision made against us.

Net investment expense was $186 million for fiscat 2002 compared to $317 million
for fiscal 2001. The change was primarily comprised as follows {in millions):

Years Ended September 30,

2002 2001 Change

Interest income:
Corporate $102 $135 $133)
Qs 33 108 (751
Net realized gains on investments:
Corporate — 11 (11)
Qs 2 59 (57
Other-than-temporary losses
on marketable securities (206) (147) (59)
Other-than-temporary losses
on other investments [24) (51 27
Change in fair values of
derivative investments (58) (243) 185
Minority interest in loss (income) of
consolidated subsidiaries 52 (4) 56 .
Equity in losses of investees (87) {185) 98

${186) $(317) $131

The decline in interest income on corporate cash and marketable debt securities
was a result of lower interest rates. The decline in QS! interest income was a result
of the cessation of interest income recognition on Pegaso debt facilities starting in the
fourth fiscal gquarter of fiscal 2001 and on Leap Wireless bonds starting in the third
quarter of fiscal 2002. The other-than-temporary losses on marketable securities
during fiscal 2002 primarily related to $162 million and $18 million in losses on our
investments in Leap Wireless bonds and common stock, respectively. We determined
that the declines in fair values were other than temporary, as the market values of the
bond and common stock had significantly declined during our third quarter of fiscal 2002
as a result of unfavorable developments in Leap Wireless’ business. The other-than-
temporary losses on marketable securities during fiscal 2001 primarily related to a
$134 million loss on our investment in NetZero, Inc., which subsequently completed
a merger with Juno Online Services, Inc. and became United Online, Inc. The change
in fair values of derivative instruments primarily resulted from $59 million in losses
resulting from declines in the price of Leap Wireless common stock, which reduced
the fair values of our warrants to acquire Leap Wireless common stock. The warrants
had insignificant value at September 30, 2002. Equity in losses of investees decreased
as a result of the consolidation of Vésper Holding effective November 13, 2001, as
these losses are now included in operations.

For fiscal 2002 there were no other non-operating charges, compared to
$167 million in fiscal 2001. Other non-operating charges in fiscal 2001 were primarily
comprised of a $120 million write-down of the note receivable from VeloCom ta its fair
value and $58 million in write-downs of recorded values of a note receivable from
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MANAGEMENT'S DISCUSSION AND ANALYSIS continued

For fiscal 2001, asset impairment and related charges were $518 million, com-
pared to $46 million for fiscal 2000. Asset impairment and related charges during
fiscal 2001 were comprised primarily of $519 million in charges resulting from
management’'s determination that certain assets related to the Globalstar business
were impaired. Asset impairment and related charges during fiscal 2000 were pri-
marily related to the sale of the terrestrial-based CDMA wireless consumer phone
business in February 2000.

For fiscal 2001, other operating expenses were $51 million, compared to $32 million
in fiscal 2000. Gther operating expenses for fiscal 2001 were comprised of a $62 million
arbitration decision against us, offset by $11 million in other income related to the
irrevocable transfer of a portion of an FCC Auction Discount Voucher to a third-party.
Other operating expenses during fiscal 2000 were comprised primarily of employee
termination and other costs related to the sale of the terrestrial-based COMA wire-
less consumer phone business in February 2000.

Interest expense was $10 million for fiscal 2001, compared to $5 million for fiscal
2000. The increase was primarily related to interest charges resulting from an arbi-
tration decision against us, offset by lower interest expense resulting from decreased
bank borrowings.

Net investment expense was $317 million for fiscal 2001, compared to net invest-
ment income of $446 million for fiscal 2000. The change was primarily comprised as
follows {in millions]:

Years Ended September 30,

2001 2000 Change

Interest income:
Corporate $ 135 $108 $ 27
Qs 108 137 (29}
Net realized gains on investments:
Corporate " — "
Qs! 59 270 (211)
Other-than-temporary losses
on marketable securities (147) — (147)
Other-than-temporary losses
on other investments (51) — (51
Change in fair values of
derivative investments (243) — (243)
Minority interest in income of
consolidated subsidiaries (4} (6) 2
Equity in losses of investees (185) (63) (122}

$(317] $446 $1763)

The increase in interest income on corporate cash and marketable debt securities
was a result of higher average interest-bearing balances. The decline in QSI interest
income was primarily a result of the cessation of interest income recognition on
Globalstar finance receivables in fiscal 2001. The other-than-temporary losses on
marketable securities during fiscal 2001 primarily related to a $134 million loss on
our investments in Netzero, Inc., which subsequently completed a merger with Juno
Online Services, Inc. and became United Online, Inc. The market value of our invest-
ment in United Online, Inc. was $38 million as of November 22, 2002, as compared to
our adjusted cost basis of $10 million. We did not record any other-than temporary losses
on marketable securities during fiscal 2000. The change in fair values of derivative
instruments primarily resulted from $213 million in losses related to declines in the
price of Leap Wireless common stock, which reduced the fair values of our warrants to
acquire Leap Wireless common stock. Equity in losses of investees increased primarily
as a result of an increase in the equity in losses of Vésper Holding in fiscal 2001.

There were no distributions on Trust Convertible Preferred Securities in fiscal
2001 due to the conversion of all remaining Trust Convertible Preferred Securities into
common stock during fiscal 2000. We recorded $13 million in distributions for fiscat 2000.

Other non-operating charges were approximately $167 million in fiscal 2001, com-
pared to $2 million in fiscal 2000. Other non-operating charges in fiscal 2001 were
primarily comprised of a $120 million write-down of the note receivable from
VeloCom to its fair value and $58 mitlion in write-downs of recorded values of a note
receivable from Globalstar and warrants to acquire partnership interests in
Globalstar to their estimated fair values.

Income tax expense was $105 million for fiscal 2001, compared to $527 million for
fiscal 2000. The annual effective tax rate was negative 23% for fiscal 2001, compared
to a 46% rate for fiscal 2000. The estimated annual effective tax rate was negative
primarily as a result of foreign taxes paid for which it is more likely than not we will
not receive a tax benefit. The difference in the tax rate from the prior year is primarily
due to the loss for fiscal 2001 resulting from certain asset impairment and related
charges. We have provided a valuation allowance on substantially all of our deferred
tax assets because of uncertainty regarding their realizahility due to the expectation
that deductions from future employee stock option exercises will exceed future tax-
able income. Our net deferred tax assets increased by $631 million in fiscal 2001, and
the resulting increase in the valuation allowance was reflected in part as an increase
to the tax expense and in part as a reduction of stockholders’ equity. The total expense
related to the increase in the valuation allowance was $185 million.

We recorded an $18 million loss, net of taxes, in fiscal 2001 as the net cumulative
effect of changes in accounting principle at September 30, 2000. The cumulative
effect of the adoption of SAB 101 was a $147 million loss, net of taxes, offset by a
$129 million gain, net of taxes, resulting from the cumulative effect of the adoption of
FAS 133. The gain resulting from the adoption of FAS 133 related primarily to the
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MANAGEMENT’'S DISCUSSION AND ANALYSIS continued

Vésper Holding receivables, partially offset by the timing of cash receipts for royalty
receivables. Excluding Vésper Holding receivables and revenues, days sales out-
standing, using a daily three month rolling average, were 53 days at September 30,
2002 compared to 72 days at September 30, 2001. The change in days sales out-
standing is consistent with the increase in revenue and improved cash collections
resulting in the accounts receivable balance remaining relatively unchanged.

We believe our current cash and cash equivalents, marketable securities and cash
generated from operations will satisfy our expected working and other capital
requirements for the foreseeable future based on current business plans, including
investments in other companies and other assets to support the growth of our business,
financing for customers of CDMA infrastructure products in accordance with the
agreements with Ericsson, financing under agreements with COMA telecommunications
carriers, and other commitments. We intend to continue our strategic investment
activities to promote the worldwide adoption of CDMA products and the growth of
COMA-based wireless data and wireless Internet products. As part of these invest-
ment activities, we may provide financing to facilitate the marketing and sale of COMA
equipment by authorized suppliers. In the event additional needs for cash arise, we
may raise additional funds from a combination of sources including potential debt
and equity issuance.

At September 30, 2002, our outstanding commitments included (in millions):

Long-term financing under Ericsson arrangement [excluding Pegaso) $368
Senior credit facility with Leap Wireless” 125
Pegaso:
Commitment to acquire long-term financing to be provided by Ericsson 105
Other 4
Equity investments:
Inquam 27
Other 30
Other debt commitments 6
Total debt and equity commitments |o|om
Long-term purchase commitments"” 71
Operating leases™ 124
Other 3
Total wmw

P

{al Under the terms of our senior secured credit facility with Leap Wireless, we are committed to fund
up to $125 million in connection with Leap Wireless’ bid for PCS spectrum licenses in the FCC's
Auction No. 35, however it appears unlikely that Leap Wireless will be able to use this credit facility.
See "Notes to Consolidated Financial Statements, Note 11 — Commitments and Contingencies.”

[b) Information regarding our long-term purchase commitments and operating leases at
September 30, 2002 is provided in the Consolidated Financial Statements. See "Notes to
Consolidated Financial Statements, Note 11 — Commitments and Contingencies.”

The majority of these commitments do not have fixed funding dates, and the
expected funding dates cannot be forecast.

At September 30, 2002, commitments to extend long-term financing to certain
CDMA customers of Ericsson totaled approximately $473 million. The commitment to
fund $346 million of this amount expires on November 6, 2003. The funding of the
remaining $127 mullion, if it occurs, is not subject to a fixed expiration date, however,
on November 12, 2002, $9 million of this commitment was cancelled. The financing
commitments are subject to the CDMA customers meeting conditions prescribed in
the financing arrangements and, in certain cases, to Ericsson also financing a
portion of such sales and services. Such financing is generally collateralized by the
related equipment. Commitments represent the maximum amounts to be financed
under these arrangements; actual financing may be in lesser amounts. Financing
provided by us to Pegaso included $203 million funded under these commitments
with Ericsson. Financing provided by us to the Vésper Operating Companies included
$108 million funded under these commitments. All other financings made related to
these commitments were repaid prior to September 30, 2002.

The Inquam equity investment commitment is expected to be funded by March
2003, and the remaining equity commitments are expected to be funded through
fiscal 2009. Our existing commitments over the next 12 months related to long-term
purchase commitments (including capital expenditures), future minimum operating
lease payments, capital leases and long-term debt totat $70 million. We expect
Vésper Holding to require approximately $60 to $70 million in cash funding during the
first six months of fiscal 2003, including license payments.

In December 2001, we agreed to invest up to $200 million in exchange for up to 4%
of the common shares of Reliance Infocomm Limited [RIL], formerly Reliance
Communications Limited, a wireless carrier in India. RIL intends to construct and
operate a CDMA commercial network deploying CDMA2000 1X technology to provide
basic telephone services, Wireless Local Loop [WLL) with limited mobility, national
long distance and international long distance services in India. Our obligation to make
this investment became subject to termination during fiscal 2002 because RIL failed
to meet certain milestones. However, we may purchase the shares upon RILs com-
pletion of certain closing conditions. If we complete the investment, funding is likely
to occur through September 2003. At September 30, 2002, we had not pur
shares related to this agreement.

ased any

Information regarding our other financial commitments at September 30, 2002 is
provided in the Notes to the Consolidated Financial Statements. See “"Notes to
Consolidated Financial Statements, Note 4 — Investments in Other Entities, Note 11 -
Commitments and Coentingencies and Note 13 — Acquisitions.”
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MANAGEMENT'S DISCUSSION AND ANALYSIS continued

Interest Rate Sensitivity
Principal Amount by Expected Maturity

Average Interest Rate No
There- Single Fair
(Dollars in millions} 2003 2004 2005 2006 2007 after  Maturity Total Value
Fixed income securities  $295  $548 $209 $ 61 & 5t $230 $ 296 $1.690 $1.692

Interest rate 41% 3.6% 3.7% 4.8% 6.6% 9.3% 4.0%

Finance receivables:

Fixed rate $392 % 2 ¢ 1 $ — % — $148 $ — $ 543 $ 533
Interest rate 0.5% 8.9% 8.0% 03%
Variable rate (LIBOR) $ - $ - & —~ $8 $113 $141 $ — $ 339 $ 293
Margin over LIBOR 59%  61%  5.6%

Notes receivable in
other assets:

Fixed rate $12 $27 % - % - % - $6 % — $ 43 % 4
Interest rate 7.8% 7.5% 0.0%
Variable rate (LIBOR]  $ 24 % - ¢ - $ — $ 1 $25 $ - ¢ 50 $ 9
Margin over LIBOR 12.8% 1.9%  0.0%

We consolidate all assets and liabilities of the Vésper Operating Companies,
including bank loans and capital lease obligations. Bank loans totaled $66 million at
September 30, 2002, of which $16 miltion is payable in fiscal 2005 and $50 million is
payable in fiscal 2006. The bank loans bear interest at variable rates, based on the
Certificate of Deposit Inter Bank [CDI) rate {the LIBOR rate equivalent in Brazil) plus
1.5%. Capital lease obligations totaled $42 million at September 30, 2002. The aggre-
gate maturities on the capital lease obligations over the next three years from fiscal
2003 through 2005 are $14 million, $22 million and $6 million, respectively. The cap-
ital lease obligations bear interest at fixed interest rates, ranging from 11.25% to
14.5%. The fair values of bank loans and capital lease obligations will change as
interest rates change. Interest expense will be affected by changes in the CDI.

Equity Price Market Risk. We hold marketable securities and derivative instru-
ments subject to equity price risk. Available-for-sale equity securities and derivative
instruments recorded at fair value under FAS 115 and FAS 133, respectively, subject
us to equity price risk. The recorded values of marketable equity securities increased
to $155 million at September 30, 2002 from $122 million at September 30, 2001. As
of September 30, 2002, one equity position constituted approximately 71% of the fair
value of the marketable securities portfolio. The recorded value of derivative instru-
ments subject to FAS 133 at September 30, 2002 was $1 million. We generally invest
in companies In the high-technology industry, and typically do not attempt to reduce
or eliminate our market exposure on these securities. The portfolio’s concentrations
in specific companies and industry segments may vary over time, and changes in con-
centrations may affect the portfolio’s price volatility.

We recetved a warrant in connection with the Leap Wireless spin-off to purchase
Leap Wireless common stock at $6.11 per share. At September 30, 2002, we were
entitled to purchase 3,375,000 shares of Leap Wireless common stock [see Note 1 to
the Consclidated Financial Statements for a description of our accounting policy for
this instrument]. The warrant's remaining value at September 30, 2002 was insignif-
icant, as compared to the $49 million value at September 2001. The estimated fair
value of the warrant is directly correlated to movements in the price of the Leap
Wireless common stock. The warrant is held for purposes other than trading. During
fiscal 2002, we recorded $5% million in losses on derivative instruments, primarily
related to this warrant.

We strategically invest in companies in the high-technology industry, and typically do
not attempt to reduce or eliminate our market exposure on these securities. During
fiscal 2002 and 2001, many high-technology stocks experienced significant decreases
in value, negatively affecting the fair values of our available-for-sale equity securities
and derivative instruments. Investment concentrations in specific companies and
industry segments may vary over time, and changes in concentrations may affect the
overall price volatility. A 10% decrease in the market price of our marketable equity
securities at September 30, 2002 would cause a corresponding 10% decrease in the
carrying amounts of these securities.

Our strategic investments in other entities consist substantially of investments
accounted for under the equity and cost methods that are predominantly closely held
and not publicly traded. These investments are held for purposes other than trading.
Accordingly, we believe that our exposure to market risk from these investments is
not material. Additionally, we do not anticipate any near-term changes in the nature
of our market risk exposures or in management’s objectives and strategies with
respect to managing such exposures.

Foreign Exchange Market Risk. See Note 1 to the Consolidated Financial
Statements for a description of our foreign currency accounting policies. We manage
our exposure to foreign exchange market risks, when deemed appropriate, through
the use of derivative financial instruments, consisting primarily of forward contracts.
Derivative financial instruments are viewed as risk management tools and are not
used for speculative or trading purposes. At September 30, 2002, no foreign currency
forward contracts were outstanding.

Financial instruments held by consolidated subsidiaries and equity method
investees which are not denominated in the functional currency of those entities are
subject to the effects of currency fluctuations, which may affect reported earnings. As
a global concern, we face exposure to adverse movements in foreign currency
exchange rates. We may hedge currency exposures associated with certain assets
and liabilities denominated in nonfunctional currencies and certain anticipated non-
functional currency transactions. As a result, we could experience unanticipated
gains or losses on anticipated foreign currency cash flows, as well as economic loss
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CONSOLIDATED BALANCE SHEETS {in thousands, except per share data)

September 30,

2002 2001+
ASSETS
Current assets:
Cash and cash equivalents $1.406,704 $1,388,602
Marketable securities 1,387,915 894,577
Accounts receivable, net 536,950 517,557
Finance receivables, net 388,396 10,345
Inventories, net 88,094 95,863
Other current assets 132,707 147 814
Total current assets 3,940,766 3,054,758
Marketable securities 381,630 297.333
Finance receivables, net 442,934 674,391
Other investments 276,414 245,220
Property, plant and equipment, net 686,283 431,396
Goodwill, net 344,803 585,046
Other assets 436,691 381,589
Total assets $6,509,521 $5.669.733
LIABILITIES AND STOCKHOLDERS  EQUITY
Current liabilities:
Trade accounts payable $ 209418 $ 106,433
Payrolt and other benefits related liabilities 126,005 117,795
Unearned revenue 183,482 184,461
Other current liabilities 156,081 112,300
Total current Liabilities 674,986 520,989
Unearned revenue 259,995 295,005
Long-term debt 94,288 235
Other liabilities 43,756 35,202
Total liabilities 1,073,025 851,431
Commitments and contingencies (Notes 3, 4 and 11}
Minority interest in consolidated subsidiaries 44,540 5,887
Stockholders’ equity:
Preferred stock, $0.0001 par value; issuable in series; 8,000 shares
authorized; none outstanding at September 30, 2002 and 2001 - —
Common stock, $0.0001 par value; 3,000,000 shares authorized;
778,549 and 763,289 shares issued and outstanding at
September 30, 2002 and 2001 79 76
Paid-in capital 4,918,202 4,791,559
Retained earnings 604,624 244,947
Accumulated other comprehensive loss [130,949) (224,167)
Total stockholders’ equity 5.391.956 4,812,415
Total liabilities and stockholders’ equity $6,509.521 $5.669,733

* As adjusted {Note 13}
See accompanying notes.
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CONSOLIDATED STATEMENTS OF CASH FLOWS (in thousands)

Years Ended September 30,

2002 2001+ 2000*
OPERATING ACTIVITIES:
Net income (loss] $ 359677 $ (578,078) $ 622,146
Depreciation and amortization 394,257 319,811 243,842
Purchased in-process technology - — 60,030
Asset impairment and related charges and credits 459 746,330 59,806
Net realized gains on marketable securities and other investments (2,010 (70,146) {270,132)
Change in fair values of derivative investments 58,408 243,308 —
Other-than-temporary losses on marketable securities and other investments 230,491 198,398 —
Minority interest in [loss) income of consolidated subsidiaries {52,498) 3,769 6,264
Equity in losses of investees 86,958 185,060 63,182
Non-cash income tax expense 12,394 29,948 481,621
Accounting changes, net of tax — 17,937 —
Other non-cash charges and credits 24,057 [44,611) 16,066
Increase (decrease) in cash resulting from changes in:
Net purchases of trading securities (2,036) — —
Accounts receivable, net (4,544) 69,541 233,281
Finance receivables, net (146,800) (354,140) (372.072)
Inventories, net 11,187 [40,735) (68,776)
Other assets 4,448 27519 (29.757)
Trade accounts payable 411 {13,838) [164,756)
Payroll, benefits, and other liabilities 31,565 (67,440) (99,976)
Unearned revenue (38,457) 18,858 10,012
Net cash provided by operating activities 967,967 691,491 790,781
INVESTING ACTIVITIES:
Capital expenditures (141,578) (114,191) [163,182)
Purchases of wireless licenses - (83,774) —
Purchases of available-for-sale securities {1,754,055) (1,182,698) (993,512}
Proceeds from sale of available-for-sale securities 1,049,404 977,285 571.492
Purchases of held-to-maturity securities (188,846) (301,870) (1,392.310)
Maturities of held-to-maturity securities 257,371 973.879 1,218,189
Issuance of notes receivable (3,914) [225,747) [214,267)
Collection of notes receivable 16,202 15,581 229,654
Proceeds from sale of businesses — — 246,990
Proceeds from sale of other investments 9.374 26,730 —
Other investments and acquisitions (320,655) (246,538) (273,668)
Other items, net 7.274 11,921 5,963
Net cash used by investing activities $(1,069,423) (149,422) (764,651)
FINANCING ACTIVITIES:
Net borrowings under bank lines of credit — — (112,000)
Net proceeds from issuance of common stock 119,671 132.690 143,768
Repurchase and retirement of common stock (5,773 - —
Proceeds from minority shareholders in consolidated subsidiary 10,000 — —
Proceeds from the issuance of long-term debt 16,896 501 —
Payments on long-term debt (20,187) {620) (4,826)
Other items, net — 1,014 678
Net cash provided by financing activities 120,607 133,585 27,620
Effect of exchange rate changes on cash (1,049} {3,923) 3,105
Net increase in cash and cash equivalents 18,102 671,731 56,855
Cash and cash equivalents at beginning of year 1,388,602 716,871 660,016
Cash and cash equivalents at end of year $ 1,406,704 $ 1,388,602 $ 716,871

* As adjusted [Note 13)
See accompanying notes.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. THE COMPANY AND I7S SIGNIFICANT ACCOUNTING POLICIES

THE COMPANY

QUALCOMM Incorporated (the Company or QUALCOMM], a Delaware corporation,
develops, designs, manufactures and markets digital wireless telecommunications
products and services based on its Code Division Multiple Access [COMA] technology.
The Company licenses its COMA technology and receives license fees and ongoing roy-
alty payments on the sale of equipment by domestic and international wireless
telecommunications equipment suppliers.

The Company is also a leading developer and supplier of COMA-based integrated
circuits and system software for wireless voice and data communications and global
positioning system products. These products provide customers with advanced wire-
less technology, enhanced component integration and interoperability, and reduced
time to market. The Company provides integrated circuits and system software to
many of the world’s leading wireless handset and infrastructure manufacturers.

The Company provides satellite and terrestrial-based two-way data messaging
and position reporting services for transportation companies, private fleets and heavy
equipment fleets. The Company designs, manufactures and distributes products and
provides services for its satellite-based and terrestrial-based mobile communica-
tions systems throughout parts of the world. Transportation companies, private fleets
and heavy equipment fleets use the Company’'s products to communicate with drivers,
monitor vehicle location, provide automated driver logs and fuel tax reporting and
provide customer service. The Company also integrates the mobile data with opera-
tions software, such as dispatch, payroll and accounting, so end-users can manage
their information and operations.

The Company provides the BREW (Binary Runtime Environment for Wireless)
product and services to network operators, handset manufacturers and application
developers with the systems and support for developing and delivering wireless appli-
cations and services. The BREW product and services include the BREW SDK {software
development kit) for developers, the BREW applications platform li.e. software
programs) and interface tools for device manufacturers, and the BREW Distribution
Systern that enables network operators to get applications from developers to market
and coordinate the billing and payment process. The BREW platform is an application
execution environment that provides an open, standard platform for wireless devices,
which means that BREW can be made to interface with many software applications,
including those developed by others outside of the Company.

PRINCIPLES OF CONSOLIDATION

The Company's consolidated financial statements include the assets, liabilities
and operating results of majority-owned subsidiaries and other subsidiaries con-
trolled by the Company. The ownership of the other interest holders of consolidated
subsidiaries is reflected as minority interest. All significant intercompany accounts
and transactions have been eliminated.

FINANCIAL STATEMENT PREPARATION

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect the reported amounts and the disclosure of contingent
amounts in the Company’s financial statements and the accompanying notes. Actual
results could differ from those estimates. Certain prior year amounts have been
reclassified to conform to the current year presentation.

FISCAL YEAR

The Company operates and reports using a 52-53 week fiscal year ending on the
last Sunday in September. As a result, the fiscal years ended September 30, 2002,
2001, and 2000 include 52 weeks, 53 weeks, and 52 weeks, respectively. For presen-
tation purposes, the Company presents its fiscal years as ending on September 30.

REVENUE RECOGNITION

The Company derives revenue principally from royatties, from sales of integrated
circuit products, from services and related hardware sales, from software develop-
ment and related services, and from license fees for intellectual property. The timing
of revenue recognition and the amount of revenue actually recognized in each case
depends upon a variety of factors, including the specific terms of each arrangement
and the nature of the Company’s deliverabtes and obligations.

In December 1999, the Securities and Exchange Commission (SEC) issued Staff
Accounting Bulletin No. 101 [SAB 101), “Revenue Recognition in Financial
Statements” which the Company adopted in the fourth quarter of fiscal 2001 and
applied retroactively to the first quarter of fiscal 2001. The Company recorded a
$147 million toss, net of taxes of $98 million, as the cumulative effect of the account-
ing change as of the beginning of fiscal 2001 to reflect the deferral of revenue and
expenses related to future periods. The Company recognized $66 million and $95 million
during fiscal 2002 and 2001, respectively, in income before income taxes and accounting
changes related to revenue and expense that was recognized in prior years. The
Company continues to monitor developments in Emerging Issues Task Force discus-
sions of Issue 00-21, “Accounting for Revenue Arrangements with Multiple
Deliverables™ and lssue 02-G, "Recognition of Revenue from Licensing Arrangements
on Intellectual Property,” to determine what, if any, impact a final consensus may
have on the Company’s revenue recognition poticy.

The unaudited pro forma effect of the adoption of SAB 101 on the Company's
fiscal 2000 results of operations, assuming SAB 101 had been adopted in that year, is
as follows [in thousands, except per share datal:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

SHIPPING AND HANDLING COSTS

Costs incurred for shipping and handling are included in cost of revenues at the
time the related revenue is recognized. Amounts billed to a customer for shipping and
handling are reported as revenue. _

INCOME TAXES

The asset and liability approach is used to recognize deferred tax assets and lia-
bilities for the expected future tax consequences of temporary differences between
the carrying amounts and the tax bases of assets and liabilities. Tax law and rate
changes are reflected in income in the period such changes are enacted.

The Company records a valuation allowance to reduce the deferred tax assets to
the amount that is mare likely than not to be realized.

CASH EQUIVALENTS

The Company considers all highly liquid investments with original maturities of
three months or less to be cash equivalents. Cash equivalents are comprised of
money market funds, certificates of deposit, commercial paper and government
agencies’ securities. The carrying amounts approximate fair value due to the short
maturities of these instruments.

MARKETABLE SECURITIES

Management determines the appropriate classification of marketable securities
at the time of purchase and reevaluates such designation as of each balance sheet
date. Held-to-maturity securities are carried at amortized cost, which approximates
fair value. Avaitlable-for-sale securities are stated at fair value as determined by the
most recently traded price of each security at the balance sheet date. The net unre-
alized gains or losses on available-for-sale securities are reported as a component of
comprehensive income (loss), net of tax, unless the Company provides a valuation
allowance against the tax benefit or liability resulting from the loss or gain. The spe-
cific identification method is used to compute the realized gains and losses on debt
and equity securities.

The Company regularly monitors and evaluates the realizable value of its mar-
ketable securities. When assessing marketable securities for other-than-temporary
declines in value, the Company considers such factors as, among other things, how
significant the decline in value is as a percentage of the original cost, how long the
market value of the investment has been less than its original cost, the performance
of the investee’s stock price in relation to the stock price of its competitors within the
industry and the market in general, analyst recommendations, any news that has
been released specific to the investee and the outlook for the overall industry in which
the investee operates. The Company also reviews the financial statements of the
investee to determine if the investee is experiencing financial difficulties and considers

new products/services that the investee may have forthcoming that will improve its
operating results. If events and circumstances indicate that @ decline in the value of
these assets has occurred and is other than temporary, the Company records a
charge to investment (expense) income.

ALLOWANCES FOR DOUBTFUL ACCOUNTS

The Company maintains altowances for doubtful accounts for estimated losses
resulting from the inabitity of the Company’s customers to make required payments.
The Company considers the following factors when determining if collection of a fee
is reasonably assured: customer credit-worthiness, past transaction history with the
customer, current economic industry trends and changes in customer payment
terms. If the Company has no previous experience with the customer, the Company
typically obtains reports from various credit organizations to ensure that the cus-
tomer has a history of paying its creditors. The Company may also request financial
information, including financial statements or other documents [e.g., bank statements)
to ensure that the customer has the means of making payment. If these factors do not
indicate collection is reasonably assured, revenue is deferred until collection becomes
reasonably assured, which is generally upon receipt of cash. If the financial condition
of the Company's customers were to deteriorate, adversely affecting their ability to
make payments, additional allowances would be required.

The Company also maintains allowances for doubtful accounts for estimated losses
resulting from the inability of entities it has financed to make required payments. The
Company evaluates the adequacy of atlowances for doubtful finance and note receiv-
ables based on analyses of the financed entities’ credit-worthiness, current economic
trends or market conditions, review of the entities’ current and projected financial and
operational information, and consideration of the fair value of collateral to be received,
if applicable. From time to time, the Company may consider third party evaluations,
valuation reports or advice from investment banks. if the financial condition of the
financed entities were to deteriorate, adversely affecting their ability to make pay-
ments, additional allowances would be required.

INVENTORIES

Inventories are valued at the lower of cost or market (replacement cost, not
to exceed net realizable value} using the first-in, first-out method. Recoverability
of Inventory is assessed based on review of committed purchase orders from
customers, as well as purchase commitment projections provided by customers,
among other things.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are recorded at cost and depreciated or amortized
using the straight-line method over their estimated useful lives. Buildings and building
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

GOODWILL AND OTHER INTANGIBLE ASSETS

Gooduwill represents the excess of purchase price and related costs over the vatue
assigned to the net tangible and identifiable intangibte assets of businesses acquired.
Goodwill is amortized on a straight-line basis over its useful life, ranging from three
to four years. The Company will no longer record goodwill amortization starting in fis-
cal 2003 as a result of the adoption of Statement of Financial Accounting Standards
Board No. 142 [Note 1). Other intangible assets are amortized on a straight-line basis
over their useful lives, ranging from three to twenty years. Software development
costs are capitalized when a product’s technological feasibility has been established
through the date a product is available for general release to customers.

VALUATION OF LONG-LIVED AND INTANGIBLE ASSETS

The Company assesses potential impairments to its long-lived and intangible
assets when there is evidence that events or changes in circumstances indicate that
the carrying amount of an asset may not be recovered. An impairment loss is recog-
nized when the undiscounted cash flows expected to be generated by an asset {or
group of assets) is less than its carrying amount. Any required impairment toss is
measured as the amount by which the asset’s carrying value exceeds its fair value,
and is recorded as a reduction in the carrying value of the related asset and a charge
to operating results.

LITIGATION

The Company is currently involved in certain legal proceedings. The Company
estimates the range of liability related to pending litigation where the amount and
range of loss can be estimated. The Company records its best estimate of a loss when
the loss is considered probable. Where a liability is probable and there is a range of
estimated loss, the Company records the minimum estimated liability related to the
ctaim. As additional information becomes available, the Company assesses the poten-
tial liability related to the Company’s pending litigation and revises its estimates.

WARRANTY
Estimated future warranty obligations related to certain products are provided by
charges to operations in the period in which the related revenue is recognized.

STOCK-BASED COMPENSATION

The Company measures compensation expense for its stock-based employee
compensation using the intrinsic value method and provides pro forma disclosures of
net income and net earnings per common share as if the fair value method had been
applied in measuring compensation expense.

Equity instruments issued to non-employees for goods or services are accounted
for at fair value and are marked to market untit service is complete or a performance
commitment date is reached.

FOREIGN CURRENCY

Foreign subsidiaries operating in a local currency environment use the local cur-
rency as the functional currency. Assets and liabilities are translated to United States
dollars at year-end exchange rates; revenues, expenses, gains and losses are trans-
lated at rates of exchange that approximate the rates in effect at the transaction date.
Resulting remeasurement gains or losses are recognized as a component of other
comprehensive income. The functional currency of the Company’s foreign investees
that do not use local currencies is the United States dollar. Where the United States
dollar is the functional currency, the monetary assets and liabilities are translated
into United States dollars at the exchange rate in effect at the balance sheet date.
Revenues, expenses, gains and losses associated with the monetary assets and lia-
bilities are translated at the rates of exchange that approximate the rates in effect at
the transaction date. Non-monetary assets and liabilities and related elements of
expense, gains and losses are translated at historical rates. Resulting remeasure-
ment gains or losses of these foreign investees are recognized in the statements of
operations.

During fiscal 2002, net foreign currency transaction losses included in the
Company’s statements of operations were $11 million. During fiscal 2001 and 2000,
net foreign currency transaction gains and losses included in the Company’s state-
ments of operations were not material.

COMPREHENSIVE INCOME

Comprehensive income (loss] is defined as the change in equity of a business
enterprise during a period from transactions and other events and circumstances
from non-owner sources, including foreign currency translation adjustments and
unrealized gains and losses on marketable securities. The Company presents other
comprehensive income [loss) in its consolidated statements of stockholders’ equity.

The reclassification adjustment for other-than-temporary losses on marketable
securities results from the recognition of unrealized losses in the statement of oper-
ations resulting from declines in the market prices of those securities deemed to be
other than temporary. The reclassification adjustment for net realized losses [gains)
results from the recognition of the net realized losses or gains in the statement of
operations when the marketable securities are sotd. The reclassification adjustment
for losses included in the accounting change results from the recognition of unreal-
ized losses attributable to derivative instruments as of the beginning of fiscal 2001 in
the statement of operations as a result of the imptementation of FAS 133. Unrealized
losses on certain derivative instruments subject to FAS 133 were previously recorded
as a component of other comprehensive income (loss).

Components of accumulated other comprehensive loss consisted of the following
thousands):
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

FASB issued FAS 144 to establish a single accounting model, based on the framework
established in FAS 121, as FAS 121 did not address the accounting for a segment of a
business accounted for as a discontinued operation under APB 30, "Reporting The
Results of Operations — Reporting The Effects of Disposal of a Segment of a Business.
and Extraordinary Unusual and Infrequently Occurring Events and Transactions.” FAS 144
also resolves significant implementation issues related to FAS 121. Companies are
required to adopt FAS 144 for fiscal years beginning after December 15, 2001, but early
adoption is permitted. The Company will adopt FAS 144 as of the beginning of fiscal
2003. The Company does not expect the adoption of FAS 144 to have a material impact
on its operating results and financial position.

NOTE 2. MARKETABLE SECURITIES

Marketable securities were comprised as follows (in thousands):

Current Noncurrent
September 30, September 30,
2002 2001 2002 2001
Held-to-maturity:
Certificates of deposit $ 75008 $ 290 $ - % —
Commercial paper — — 6,200 6,200
Corporate medium-term notes 93,774 227,022 89,418 99,698
168,782 227,312 95,618 105,898
Available-for-sale:
Federal agencies 267,997 96,078 - -
U.S. government securities 235,663 231903 — —
Corporate medium-term notes 295,670 216,512 — —
Mortgage and asset-backed securities 289,537 115,095 — -
Non-investment grade debt securities — - 259,196 76,681
Equity securities 130,266 7,677 24,956 114,754
1,219,133 667.265 284,152 191,435
Trading:
Corporate convertible bonds — — 1.860 —
— — 180 -

$1,387,915 $894,577 $381,630 $297.333

As of September 30, 2002, the contractual maturities of debt securities were as
follows [in thousands]:

Years to Maturity

Greater No Single

Less than One to Five to than  Maturity

One Year Five Years Ten Years Ten Years Date Total
Held-to-maturity $167,211 $ 90,989 $ - $ — % 6200% 264,400
Available-for-sale 50,460 777,736 221,935 8,396 289,536 1,348,063
Trading - 1,860 - - — 1,860

$217,671 $870,585 $221,935 $8.396 $295,736 $1,614,323

Securities with no single maturity date include mortgage-backed securities and
asset-backed securities.

Available-for-sale securities were comprised as follows at September 30
(in thousands):

Unrealized Unrealized Fair
Cost Gains Losses Value
2002
Equity securities $ 210,769 $ 18,520 $ (74,067) $ 155,222
Debt securities 1,343,703 21,535 (17175} $1,348,063
Total $1,554,472 $40,055  $ (91,242)  $1503.285
2001
Equity securities $ 227,537 $ 3,388 $(108,494)  $ 122,431
Debt securities 790,793 16,070 (70,594) 736,269
Total $1.018,330 $19.458  $(179,088) $ 858,700

The fair values of held-to-maturity debt securities at September 30, 2002 and 2001
approximate cost.

In fiscal 2000, the Company purchased approximately 11,500,000 shares of the
common stock of NetZero, Inc. [NetZero), representing a 9.9% interest, for $144 million
in cash. NetZero was a publicly-traded company that provided Internet access and
services to consumers and on-line direct marketing services to advertisers. Effective
September 26, 2001, NetZero and Juno Online Services, Inc. completed a merger and
became United Online, Inc. [United Online). The Company received 2,300,000 shares
of United Online for its 11,500,000 shares of NetZero, representing an approximate
5.7% interest in United Online. During fiscal 2001, the Company recorded an other-
than-temporary impairment charge of $134 million in investment (expense) income
related to this investment. The fair value of the United Online investment was
$22 mitlion at September 30, 2002.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

During fiscal 2002, the Company wrote off $622 million in finance receivables from
Globalstar L.P. [Note 4) against the allowance for doubtful receivables previously
established. At September 30, 2002 and 2001, the fair value of finance receivables
approximated $826 million and $685 million, respectively. The fair value of finance
receivables is estimated by discounting the future cash flows using current interest
rates at which similar financing would be provided to similar customers for the same
remaining maturities.

Maturities of finance receivables at September 30, 2002 were as follows
(in thousands):

Fiscal Year Ending September 30, Amount
2003 $391,653
2004 2,138
2005 1,413
2006 84,796
2007 112,935
Thereafter 288,924

$881,859

Maturities after 2007 include finance receivables which have been fully reserved
or which the Company has not or does not expect to receive payments in accordance
with the scheduled maturities.

At September 30, 2002, commitments to extend long-term financing by the
Company to certain CDMA customers of Ericsson totaled approximately $473 million.
The commitment to fund $346 million of this amount expires on November 6, 2003.
The funding of the remaining $127 million, if it occurs, is not subject to a fixed expi-
ration date, however, on November 12, 2002, $9 million of this commitment was
cancelled (Note 15]. The financing commitments are subject to the COMA customers
meeting conditions prescribed in the financing arrangements and, in certain cases,
to Ericsson also financing a portion of such sales and services. This financing is gen-
erally collateralized by the related equipment. Commitments represent the maximum
amounts to be financed under these arrangements; actual financing may be in
lesser amounts.

INVENTORIES
September 30,
(In thousands) 2002 2001
Raw materials $19.583 $18,251
Work-in-process 4,315 3,346
Finished goods 64,196 74,266
$88,094 $95,863

PROPERTY, PLANT AND EQUIPMENT

September 30,

(In thousands) 2002 2001
Land $ 41,668 $ 38,093
Buildings and improvements 294,186 280,851
Computer equipment 348,208 283,293
Machinery and equipment 442,098 176,300
Furniture and office equipment 29.841 16,393
Leasehold improvements 53,769 44,990
1,209,770 839,920

Less accumulated depreciation
and amortization (523,487) (408,524}
$ 686,283 $ 431,396

Property, plant and equipment increased during fiscal 2002 primarily as a result
of the acquisition of Vésper Holding (Note 13). Depreciation and amortization expense
related to property, plant, and equipment for fiscal 2002, 2001, and 2000 was
$133 million, $91 million and $109 million, respectively. At September 30, 2002 and
2001, buildings and improvements and leasehold improvements with a net book value
of $86 million and $91 million, respectively, including accumulated depreciation and
amortization of $43 million and $37 million, respectively, were leased or held for
lease to third parties. Future minimum rentals, including the Kyocera rentals [Note 14},
in each of the next three years from fiscal 2003 to 2005 are $21 miltion, $17 million and
$4 million.

INTANGIBLE >mmm._.m.

At September 30, 2002 and 2001, goodwill was presented net of $634 million and
$389 million in accumulated amortization, respectively. Goodwill amortization will
cease beginning in fiscal 2003 (Note 1).

At September 30, 2002 and 2001, intangible assets totaled $179 million and
$121 million, respectively, net of $43 million and $21 million in accumulated amortization,
respectively. During fiscal 2002, the Company acquired intangible assets, including
wireless licenses, as a result of its acquisitions {Note 13); at September 30, 2002,
these intangible assets totaled $62 million. During fiscal 2001, the Company acquired
licenses in the Australian 3G wireless spectrum auctions for $84 million. The
Company will begin amortizing the licenses in Australia, over their expected useful
lives of 15 years when they become effective in October 2002.

Capitalized software development costs were $24 million and $16 million, at
September 30, 2002 and 2001, respectively. Accumulated amortization was $14 and
$6 million at September 30, 2002 and 2001, respectively. Amortization expense related
to capitalized software for fiscal 2002, 2001 and 2000 was $10 million, $1 million and
$1 million, respectively.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

GLOBALSTAR L.P.

Under now-terminated contracts with Globalstar L.P. (Globalstar), the Company
designed, developed and manufactured subscriber products and ground communications
systems utilizing CDOMA technology and provided contract development services.
Globalstar was formed to design, construct, and operate a worldwide, low-Earth-orbit
satellite-based telecommunications system (the Globalstar System).

Through partnership interests held in certain intermediate limited partnerships
and other indirect interests, the Company owns an approximate 6.3% interest in
Globalstar. The Company uses the equity method to account for its investment
in Globalstar.

On June 30, 2000, Globalstar defaulted on a $250 million bank facility that the
Company partially guaranteed in 1996. As a result of this default, the Company’s
guaranty was called, and the Company paid $22 million to the subject banks in full
satisfaction of this guaranty plus interest. Pursuant to an agreement entered into in
1996, with respect to the original provision of this guaranty, the Company accepted a
subordinated promissory note issued by Globalstar with a principal amount equal to
the amount the Company paid under its guaranty. The promissory note bears interest
at LIBOR plus 3%, and principal and interest are due and payable in full an June 30, 2003.

Starting in the first quarter of fiscal 2001, the Company decided to not recognize
revenue on business with Globalstar related entities until cash is received. Revenues
resulting from agreements with Globalstar and its consolidated subsidiaries for
fiscal 2002, 2001 and 2000 were $4 million, $35 million and $219 million, respectively.

On January 16, 2001, Globalstar announced that, in order to have sufficient funds
available for the continued progress of its marketing and service activities, it had
suspended indefinitely principal and interest payments on all of its debt, including its
vendor financing obligations. As a result, Globalstar did not make an approximately
$22 million payment for principal and interest due to QUALCOMM on January 15, 2001.
Globalstar also announced its intent to restructure its debt. As a result, the Company
recorded total net charges of $49 million in cost of revenues, $519 million in asset
impairment and related charges, $10 million in investment expense and $58 million
in other non-operating charges during fiscal 2001 related primarily to the impairment

of certain assets. Globalstar filed for Chapter 11 bankruptcy protection during fiscal
2002. During fiscat 2002, the Company recorded net credits of $4 million in cost of
revenues retated to recoveries on assets impaired in fiscal 2001. The Company does
not anticipate receiving any of the contractual amounts due from Globalstar. The
Company did not recognize any interest income during fiscal 2002 or 2001 and does
not anticipate recognition of any interest income in the future.

QUALCOMM PERSONAL ELECTRONICS

In fiscal 1994, a subsidiary of the Company and a subsidiary of Sony Electronics
Inc. (Sony Electronics) entered into a general partnership, QUALCOMM Personal
Electronics (QPE), to manufacture CDMA consumer equipment for wireless applica-
tions. The Company owns 51% of QPE and consolidates QPE in its financial statements.
In February 2000, the Company sold its terrestrial-based CDMA wireless consumer
phone business [Note 14]. As a result, QPE has no on-going operations.

During fiscal 2001, QPE distributed certain assets to its owners based on their
pro-rata ownership interests. Sony Electronics’ 49% share of the distribution reim-
bursed the Company for cash advanced to and the forgiveness of receivables from
Sony Electronics in February 2000 related to the sale of the Company’s terrestrial-
based CDMA wireless consumer phone business [Note 14). The distribution by QPE
reduced the minority interest liability to Sony Electronics and a related receivable
included in other current assets by $40 million. During fiscal 2000, QPE sales to Sony
Electronics and purchases of inventory and capital equipment from Sony Electronics
and other Sony affitiates were not material. At September 30, 2002 and 2001, there
were no outstanding accounts receivable from Sony Electronics.

OTHER

Other strategic investments as of September 30, 2002 and 2001, amounted to
$130 million and $184 million, respectively, including $73 million and $80 million,
respectively, accounted for using the cost method. The fair vaiues of cost method
investments approximate their recorded values. At September 30, 2002, effective own-
ership interests in the investees ranged from 1% to 50%.

Summarized financial information regarding our principal equity investments,
excluding both Vésper and Wireless Knowledge (Note 13), derived from their unaudited
financial statements, follows. These investments are noncontrolling interests in
venture capital funds. Information is presented in the aggregate, and net [loss)
income is generally presented from the acquisition date {in thousands}:

September 30,

2002 2001
Current assets $ 59,625 $ 43,254
Noncurrent assets 65,742 69,832
Total assets $125.367 $113,086
Current liabilities $ 257 $ 87
Total liabilities $ 257 $ 87

September 30,

2002 2001 2000

Net (loss] income $(15,259) $ 14,555 $ (5.828)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

NOTE 8. INCOME TAXES

The components of income tax provision for the years ended September 30 were
as follows (in thousands):

2002 2001 2000
Current provision:

Federal $ 5377 $ 274,316 $289,135
State 7.989 69,640 54,423
Foreign 85,903 77,276 62,385
99,269 421,232 405,943

Deferred [benefit] provision:
Federal (22) (279,730 97,522
State 2,201 (37,001} 23,129
2,179 (316,731 120,651
$101,448 $ 104,501 $526,594

The following is a reconciliation from the expected statutory federal income tax
provision to the Company’s actual income tax provision for the years ended
September 30 (in thousands):

2002 2001* 2000*

Expected income tax provision at

federal statutory tax rate $ 161,39 $1159,474) $402,059
State income tax [benefit] provision,

net of federal benefit 23,978 (23,693) 59.734
Goodwill amortization and purchased

in-process technology 96,642 95,728 79,811
Other permanent differences 7,649 6,567 8,382
Foreign differential 19,910 11,904 16,125
Vatuation allowance (179,324) 192,551 12,016
Tax credits {25,788) {28,549) [43,035)
Alternative Minimum Tax — 4,165 —
Other [3.013] 5,302 {8,498]
Actual income tax provision $ 101,448 $ 104,501 $526,594

* As adjusted [Note 13)

The Company did not provide for United States income taxes and foreign with-
holding taxes on a cumulative total of approximately $455 million of undistributed
earnings for certain non-United States subsidiaries. The Company considers the
operating earnings of non-United States subsidiaries to be indefinitely invested out-
side the United States. Should the Company have to repatriate foreign earnings, the

Company would have to adjust the income tax provision in the period in which the
facts that give rise to the revision become known.

At September 30, 2002 and 2001, the Company had net deferred tax assets as
follows (in thousands):

2002 2001+
Accrued liabilities $ 280,706 $ 451,912
Deferred revenue 170,608 186,094
Unrealized loss on marketable securities 35,600 71,988
Unused net operating losses 458,742 184,725
Tax credits 431,413 324,793
Unrealized loss on investments 247,930 109,070
Total gross assets 1,624,999 1,328,582
Valuation allowance {1,523,044) (1,227,457)
Total net deferred assets 101,955 101,125
Purchased intangible assets (4,022) (7.319]
Deferred contract costs (42,173) [42,524)
Unrealized gain on marketable securities {15,022] [7.817)
Other basis differences (33,889) [36,434)
Total deferred liabilities $  (95.106) $  (94.094)

* As adjusted (Note 13)

The Company has provided a valuation allowance on substantially all of its net
deferred tax assets because of uncertainty regarding their realizability due to the
expectation that deductions from future employee stock option exercises and related
deductions will exceed future taxable income. If and when recognized, the tax benefit
of these deferred assets will be accounted for primarily as a credit to stockholders’
equity rather than as a reduction of the income tax provision.

At September 30, 2002, the Company had unused net operating losses, manufac-
turing, research, foreign tax and alternative minimum tax credits expiring from 2003
through 2022. The unused net operating tax losses were generated by the exercise of
non-qualified employee stock options.

Cash amounts paid for income taxes were $89 million, $75 million and $44 million
for fiscal 2002, 2001 and 2000, respectively.

NOTE 9. CAPITAL STOCK

PREFERRED STOCK

The Company has 8,000,000 shares of preferred stock authorized for issuance in
one or more series, at a par value of $0.0001 per share. In conjunction with the
distribution of Preferred Share Purchase Rights, the Company’s Board of Directors
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

A summary of stock option transactions for the plans follows (number of shares

in thousands]:

Options Qutstanding

Exercise Price Per Share

Options
Shares

Available Number Weighted
for Grant of Shares Range Average

Balance at
September 30, 1999 66,196 125,206 $ 1.09 to $48.10 $ 6.56
Additional shares reserved® 1,560 - - -
Options assumed” (1,560) 1,560 0.02 to 5.30 1.32
Options granted (9,523) 9,523 4693 t0 172.38 84.30
Options cancelled 4,306 (4,306) 2.06 to 140.00 13.94
Options exercised — [22,015) 0.02to 11250 4.96

Balance at
September 30, 2000 60,979 109,968 $0.02 to $172.38 $13.25
Additional shares reserved"” ) — — -
Options assumed" [6) b 0.02 to 5.30 1.32
Plan shares expired" (58) - — -
Options granted {15,589) 15,589 45.54 to 100.50 71.17
Options cancelled 2.557 {2,557) 1.02 to 140.00 27.83
Options exercised - (14.831) 0.13 t0 83.50 6.28

Balance at
September 30, 2001 47,889 108,175 $0.02 to $172.38 $22.20
Plan shares expired® (31] - - -
Options granted (26,525) 26,525 25.61 1o 60.04 48.70
Options cancelled 3,101 3,101) 1.02 to 141.62 50.80
Options exercised — (14,325) 0.02t051.82 5.68

Balance at
September 30, 2002 24,434 117,274 $0.13 to $172.38 $29.45

o T e r———

(a) Represents activity related to options that were assumed as a result of the acquisiticn of

SnapTrack in March 2000.

{b) Represents shares available for future grant cancelled pursuant to the SnapTrack escrow agreement.

Information about fixed stock options outstanding at September 30, 2002 follows
(number of shares in thousands):

Options Outstanding

Weighted . .
Average Options Exercisable
Remaining Weighted Weighted
Contractual  Average Average
Range of Number Life  Exercise Number Exercise
Exercise Prices of Shares  (In Years) Price of Shares Price
$0.13 to $3.62 9,868 1.93 $ 3.08 9,754 $ 3.09
$3.64 to $6.39 24,243 4.01 5.31 22,952 5.28
$6.40 to $8.02 28,384 5.49 719 20,494 7.19
$8.09 to $32.40 12,530 8.20 25.47 3.318 17.35
$32.50 to $58.42 23,617 8.84 53.56 4,982 52.39
$58.81 to $83.50 12,209 7.91 71.88 4,793 73.75
$86.00 to $172.38 6,423 7.89 97.97 2,645 100.34
117,274 6.23 $29.45 68,938 $17.93

m—— ey mEr——

There were 60,748 options exercisable with a weighted average exercise price of
$11.52 at September 30, 2001. There were 48,850 options exercisable with a weighted
average exercise price of $7.13 at September 30, 2000.

Information about stock options outstanding at September 30, 2002 with exercise
prices less than or above $28.61, the closing price at September 30, 2002, follows
(number of shares in thousands):

Total

Exercisable Unexercisable
Weighted Weighted Weighted
Average Average Average
Number  Exercise Number Exercise Number Exercise
Stock Options of Shares Price of Shares Price of Shares Price
Less than $28.61 56,440 $ 6.27 11,791 $ 9.24 68,231 $ 6.78
Above $28.61 12,498 70.59 36,945 57.70 49,043 60.99
Total outstanding 68,938 $17.93 48,336 $4588 117,274 $29.45

sy ey e

EMPLOYEE STOCK PURCHASE PLANS

The Company has employee stock purchase plans for all eligible employees to
purchase shares of common stock at 85% of the lower of the fair market value on the
first or the last day of each six-month offering period. Employees may authorize the
Company to withhold up to 15% of their compensation during any offering period,
subject to certain limitations. The 2001 Employee Stock Purchase Plan (the 2001
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

The effects on pro forma disclosures of applying the fair value method are not tikely
to be representative of the effects on pro forma disclosures of future years
because the fair value method is applicable only to options granted subsequent to
September 30, 1995.

NOTE 11. COMMITMENTS AND CONTINGENCIES

LITIGATION

Schwartz, et al v. QUALCOMM. On December 14, 2000, 77 former QUALCOMM
employees filed a lawsuit against the Company in the District Court for Boulder
County, Colorado, alleging claims for intentional misrepresentation, nondisclosure
and concealment, violation of C.R.S. Section 8-2-104 [obtaining workers by misrepre-
sentation), breach of contract, breach of the implied covenant of good faith and fair
dealing, promissory estoppels, negligent misrepresentation, unjust enrichment, vio-
lation of California Labor Code Section 970, violation of California Civil Code Sections
1709-1710, rescission, violation of California Business & Professions Code Section
17200 and violation of California Civil Code Section 1575. Since then, 10 other individ-
uals have joined the suit as plaintiffs. The complaint seeks economic, emctional distress
and punitive damages and unspecified amounts of interest. On November 29, 2001,
the Court granted the Company’s motion to dismiss 17 of the plaintiffs from the law-
suit. Subsequently, the Court dismissed 3 other plaintiffs from the lawsuit. On
November 18, 2002, the Court granted the Company’'s motion to dismiss é6 of the
remaining 67 plaintiffs from the lawsuit {Note 15). Although there can be no assur-
ance that an unfavorable outcome of the dispute would not have a material adverse
effect on the Company’s operating results, liquidity or financial position, the Company
believes the claims are without merit and will vigorously defend the action.

GTE Wireless Incorporated (GTE) v. QUALCOMM. On June 29, 1999, GTE filed an
action in the United States District Court for the Eastern District of Virginia seeking
damages and injunctive relief and asserting that wireless telephones sold by the
Company infringe a single patent allegedly owned by GTE. On September 15, 1999, the
Court granted the Company’s motion to transfer the action to the United States
District Court for the Southern District of California. On February 14, 2002, the District
Court granted QUALCOMM'’s motion for summary judgment that QUALCOMM's products
did not infringe GTE’s asserted patent and denied GTE's mation seeking summary
judgment of infringement. QUALCOMM's counterclaims that the patent is invalid or
unenforceable remain pending in the District Court and have been stayed while the
ruling granting QUALCOMM’s motion and denying GTE's motion is on appeal.
Although there can be no assurance that an unfavorable outcome of the dispute
would not have a material adverse effect on the Company’s operating results, liquidity
or financial position, the Company believes the action is without merit and will vig-
orously defend the action.

Durante, et al v. QUALCOMM. On February 2, 2000, three former QUALCOMM
employees filed a putative class action against the Company, ostensibly on behalf of
themselves and those former employees of the Company whose employment was
terminated in April 1999. Virtuatly all of the purported class of plaintiffs received sev-
erance packages at the time of the termination of their employment, in exchange for
a release of claims, other than federal age discrimination claims, against the
Company. The complaint was filed in California Superior Court in and for the County
of Los Angeles and purports to state ten causes of action including breach of con-
tract, age discrimination, violation of Labor Code Section 200, violation of Labor Code
Section 970, unfair business practices, intentional infliction of emotional distress,
unjust enrichment, breach of the covenant of good faith and fair dealing, declaratory
retief and undue influence. The complaint seeks an order accelerating all unvested
stock options for the members of the class, plus economic and liquidated damages
of an unspecified amount. On June 27, 2000, the case was ordered transferred from
Los Angeles County Superior Court to San Diego County Superior Court. On July 3,
2000, the Company removed the case to the United States District Court for the
Southern District of California, and discovery commenced. On May 29, 2001, the Court
dismissed all plaintiffs’ claims except for claims arising under the federal Age
Discrimination in Employment Act. On July 16, 2001, the Court granted conditional

" class certification on the remaining claims, to be revisited by the Court at the end of

the discovery period. Currently, there are 83 individuals included in the class.
Although there can be no assurance that an unfavorable outcome of the dispute
would not have a material adverse effect on the Company’s operating results, liquid-
ity or financial position, the Company believes the claims are without merit and will
vigorously defend the action.

Zoltar Satellite Alarm Systems, Inc. v. QUALCOMM and SnapTrack. On March 30,
2001, Zoltar Satellite Alarm Systems, Inc. {Zoltar] filed suit against QUALCOMM and
SnapTrack, a QUALCOMM wholly-owned subsidiary, seeking damages and injunctive
relief and alleging infringement of three patents. On August 27, 2001, Zoltar filed an
amended complaint adding Sprint Corp. as a named defendant and narrowing certain
infringement claims against QUALCOMM and SnapTrack. Since then, Zoltar has dis-
missed Sprint Corp. as a defendant. On September 23, 2002, the court denied Zoltar’s
motion for summary judgment that the accused products infringe. QUALCOMM and
SnapTrack’s various motions for summary judgment of noninfringement and invalidity
are currently pending and await hearing. Trial has been set for February 11, 2003.
Although there can be no assurance that an unfavorable outcome of this dispute
would not have a material adverse effect on QUALCOMM's operating results, liquidity
or financial position, the Company believes the claims are without merit and will
vigorously defend the action.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

facilities, respectively. The interim and additional interim financing commitments
were cancelled at Close, and the interim and additional interim finance receivables
were repaid in full with interest on October 10, 2002.

Also in connection with the Close, Telefonica paid $9 million to the Company in
consideration for warrants to acquire equity in Pegaso at Close, and Pegaso paid
$12 miltion to the Company in October 2002 related to certain fees and
expense reimbursements.

As a result of the Close, the Company recognized a total of $9 million in interest
income in fiscal 2002. At September 30, 2002, finance and other receivables from
Pegaso totaled $821 million, net of $45 million in deferred interest income that will
be amortized over the remaining term of the equipment loan facility as an adjustment
to yield. The Company received $90 mitlion of this amount in October 2002 and an
additional $295 million when the Bridge Payment was made in November 2002,
excluding the $139 million portion of the Bridge Payment that will be used to acquire
vendor debt. After receipt of the Bridge Payment, $436 million of the September 30, 2002
finance receivables remains, net of deferred interest. In the event that Pegaso were
to initiate the commercialization of G5M or TDMA services in its spectrum, Pegaso
would be obliged to prepay $285 million of that amount. Telefdnica has recently
indicated its intention to deploy GSM in Mexico.

The Company’s aggregate commitments to provide additional long-term financ-
ing to Pegaso under its arrangements with Ericsson (Note 3] were $105 million as of
September 30, 2002, subject to Pegaso meeting certain conditions. Of this amount,
$9 million was cancelled when Pegaso made the Bridge Payment, and the remaining
$96 million is no longer available to Pegaso as a result of a series of events that
occurred in November 2002. The Company also had $4 million in other financing
commitments to Pegaso as of September 30, 2002 that were cancelled when Pegaso
made the Bridge Payment.

LEAP WIRELESS INTERNATIONAL INC.

The Company has a commitment to provide $125 million of cash loans under a
senior secured credit facility with Leap Wireless to facilitate Leap Wireless' purchase
of licenses in the FCC’s Auction Na. 35. At QUALCOMM's option, and subject to FCC
consent, QUALCOMM may transfer all or a portion of any remaining amounts of its
Auction Discount Youcher (ADV] in satisfaction of a like dollar amount of such com-
mitment, with a cash commitment equal to any difference between $125 million and
the actual amount of the ADV transferred to Leap Wireless. The ADV was awarded to
QUALCOMM by the FCC in June 2000 as the result of a legal ruling. The terms of the
ADV allow QUALLCOMM to use the voucher in whole or in part in any FCC spectrum
auction over a period of three years. The ADV is fully transferable and may, subject to
certain conditions, be used in whole or in part by any entity in any auction, including
those in which QUALCOMM is not a participant.

The credit facility may be used by Leap Wireless solely to pay for PCS spectrum
licenses acquired in the FCC's Auction No. 35, which was completed in January 2001.
Under the terms of the credit facility, the Company is committed to fund up to
$125 million until the earlier of settlement of the FCC’s Auction No. 35 of PCS spectrum
or Leap Wireless” withdrawal from Auction No. 35. In Auction No. 35, each of the
spectrum licenses as to which Leap Wireless was the highest bidder were licenses
the FCC reclaimed from NextWave Telecom, Inc. [NextWavel, a company currently in
a Chapter 11 reorganization proceeding. The validity of the FCC's rectamation and
reauction of these licenses in Auction No. 35 is currently subject to litigation between
NextWave and the federal government. NextWave has prevailed on certain of its
claims in the United States Court of Appeals for the District of Cotumbia Circuit. In
response to a petition by the FCC, the U.S. Supreme Court agreed to review the case
and heard oral argument on October 8, 2002. The grant to Leap Wireless of these
Auction 35 wireless licenses has been substantially delayed and has been brought
into question by the NextWave litigation. In addition, in November 2002, the FCC
adopted an order granting relief to Auction 35 bidders that were the high bidders for
NextWave licenses. Leap has until the end of December 2002 to elect to terminate its
obligation to purchase these licenses (Note 15). As a result, it is unclear when or if
Leap Wireless will be able to use the senior credit facility. Also, the Company believes
that Leap Wireless is not able to satisfy all of the conditions precedent to funding under
the credit facility. As a result, it appears unlikely that Leap Wireless will be able to use
the senior credit facility. The facility is repayable in a lump sum payment, inctuding
principal and interest accrued through October 2002, no later than March 9, 2006. After
October 2002, interest is payable semi-annually. The facility bears interest at LIBOR
ptus 7.5%. At September 30, 2002, no cash had been advanced to Leap Wireless.

OTHER

In addition to the financing commitments to Pegaso, Leap Wireless and Ericsson
[Note 3), the Company had $3 million of letters of credit and $6 million of
other financial commitments outstanding as of September 30, 2002, none of which
were collateralized.

NOTE 12. SEGMENT INFORMATION

The Company is organized on the basis of products and services. During the
first quarter of fiscal 2002, the Company formed two new operating segments,
QUALCOMM Wireless & Internet and QUALCOMM Strategic Initiatives, as a result of
changes in the Company’s businesses and in managerial reporting. Three divisions
have been aggregated into the QUALCOMM Wireless & Internet segment. Reportable
segments are as follows:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

Other reconciling items for the years ended September 30 were comprised as
fotlows [in thousands):

Specified items included in segment EBT for years ended September 30 were as
follows {in thousands):

2002 2001 2000 QcT QTL Qwl Qs
Revenues 2002
Revenues from external customers Revenues from external customers $1,586,864 $780,410 $428,920 $126,477
of QCP segment sold $ - $ - $ 541,856 Intersegment revenues 3,965 66,682 9,762 —
Elimination of intersegment Interest income 1726 1672 1013 32793
revenue (80,409} (62,114) (194,730)
Interest expense 41 214 108 24,939
Other products 116,889 169,208 473,573 2001
Reconciling items $ 36,480 $ 107.094 $ 820,699 Revenues from external custamers $1,360,427 $727,564 $422587 $ -
Intersegment revenues 4,260 54,375 3,479 —
Earnings before income taxes Interest income 2,366 122 888 108,183
Unallocated corporate expenses $(301,615) $1429,481) $(324,131)
interest expense 38 6 27 74
EBT of QCP segment sold — — (70,073] 2000
EBT from other products 1.663 177.486) 39,507 Revenues from external customers $1.130,216 $628,764 $422371 $ —
Unallocated interest expense Hw.w_w_ _Q_mm,\_ :.mbw_ _Dﬁm_ammm_‘jmjﬁ revenues aom.bma ,\Q.ﬂgw w.mwo _
Unallocated investment (loss) Interest income _ _ - 137710
income, net 89,138 139,226 108,311
. Interest expense 121 6 186 95
Distributions on Trust Convertible
Preferred Securities of subsidiary trust — — {13,039] o . )
Intracompany eliminations (6.911) 4544 (36,758 All equity in losses of investees [Note 6] are recorded in QSI.
Other (1.024) [2,504]) (1,138) Sales information by geographic area for the years ended September 30 was as
Reconciling items $(219.126) $(375,258) $1299,163) follows (in thousands):

Generally, revenues between operating segments are based on prevailing market
rates or an approximation thereof. Certain charges are allocated to the corporate
functional department in the Company’'s management reports based on the decision
that those charges should not be used to evaluate a segment’s operating performance.
The Company also routinely excludes amortization of goodwill and other acquisition-
related intangible assets from segments’ EBT in its management reports based on
the decision to exclude those charges from the evaluation of segment results.
Unallocated corporate expenses for fiscal 2002 included $259 million for amortization
of goodwill and other acquisition-related intangible assets. Unallocated corporate
expenses for fiscal 2001 included $256 million for amortization of goodwill and other
acquisition-related intangible assets, $62 million related to an arbitration decision
against the Company and $57 million related to Globalstar {Note 4). Unallocated
corporate expenses for fiscal 2000 included $146 million for amortization of goodwill
and other acquisition-related intangible assets, $83 million in charges related to the
sale of the terrestrial-based COMA wireless consumer phone business [Note 14), and
$60 million for in-process technology related to the SnapTrack acquisition (Note 13).

2002 2001 2000

United States $ 913,776 $ 942,579 $1,681,104
South Korea 1,133,481 937,504 711,588
Japan 534,312 576,958 410,883
Other foreign 457,991 222,745 393,205
$3.039,560 $2.679.786 $3.196,780

The Company distinguishes revenues from external customers by geographic
areas based on customer location.

The net book value of long-lived assets located outside of the United States was
$251 million, $10 million and $10 million at September 30, 2002, 2001 and 2000,
respectively. The increase over the prior years is due to Vésper Holding's long-lived
assets acquired during fiscal 2002 [Note 13).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

The Vésper Operating Companies’ summarized financial information, derived
from its unaudited financial statements for the periods prior to the Company obtain-
ing its controlling interest in Vésper Holding, is as fotlows (in thousands):

September 30,

2001
Current assets $ 74310
Noncurrent assets 844,387
Total assets $ 918,697
Current liabilities $ 314,221
Noncurrent liabilities 979.544
Total liabilities $1,293,765
September 30,
2001 2000
Revenues $ 125,480 $ 47,648
Gross profit {187,898) (101,877)
Net loss $(877.017) $(346,916)

CORPORACION NACIONAL DE RADIODETERMINACION, S.A. DE C.V.

During May 2002, the Company acquired the equity interests of certain minority
sharehotders in its consolidated subsidiary, Corporacion Nacional de
Radiodeterminacion, S.A. de C.V. [CNR), the exclusive distributor of the Company’s
OmniTRACS product in Mexico, for $24 million. The acquisition increased the
Company's equity ownership in CNR to approximately 97%. The Company used the
purchase method to account for this acquisition. The preliminary allocation of pur-
chase price, based on the estimated fair values of acquired assets and liabilities
assumed, reflects acquired goodwill and intangible assets of $3 million and $9 million,
respectively. The Company is in the process of finalizing the purchase price allocation
and does not anticipate material adjustments to the preliminary allocation. In accordance
with FAS 142, amounts allocated to goodwill are not amortized. Amounts allocated to
intangible assets are being amortized over their expected useful lives.

WIRELESS KNOWLEDGE, INC.

Wireless Knowledge, formed in November 1998 as a joint venture with Microsoft
Corparation (Microsoft], praovides software and professional services to allow users
real-time access to critical business information through a range of browser-
equipped wireless and wireline devices including mobile phanes, personal digital
assistants, laptops and landline connected personal computers. In October 2007,
Wireless Knowledge acquired all of the outstanding shares owned by Microsoft in

exchange for an agreement that Microsoft’s royalty obligations under a Development,
License and Alliance Agreement dated July 19, 2000 by and between Wireless
Knowledge and Microsoft are considered fully paid. The acquisition increased the
Company's ownership in Wireless Knowledge from approximately 50% to approxi-
mately 100%. The Company used the purchase method of accounting to record its
indirect acquisition of Wireless Knowledge in accordance with FAS 141. The allocation
of purchase price, based on the estimated fair values of acquired assets and liabilities
assumed, included acquired goodwill of $4 million. In accordance with FAS 142,
amounts allocated to goodwill are not amortized. The consolidated financial state-
ments include the operating results of Wireless Knowledge from the date of acquisition.
The Company had previously recorded its share of Wireless Knowledge's losses under
the equity method. Pro forma results of operations have not been presented because
the effect of this acquisition is not material.

SNAPTRACK, INC.

In March 2000, the Company completed the acquisition of all of the outstanding
capital stock of SnapTrack, Inc. (SnapTrack], a developer of wireless position location
technology, in a transaction accounted for as a purchase. The purchase price was
approximately $1 billion, representing the value of QUALCOMM shares issued to
effect the purchase, the value of vested and unvested options and warrants
exchanged at the closing date and estimated transaction costs of $2 million. The allo-
cation of purchase price, based on the estimated fair values of the acquired assets
and assumed liabilities, included acquired goodwill of $948 million, purchased
in-process technology of $60 million and other intangible assets of $34 mitlion.
Tangible assets acquired and liabilities assumed were not material to the Company’s
financial statements. Amounts allocated to goodwill and other intangible assets are
amortized on a straight-line basis over their estimated useful lives of four years. The
acquisition is presented as a non-cash transaction in the statement of cash flows.

The consolidated financial statements include the operating results of SnapTrack
from the date of acquisition. Unaudited pro forma operating results for the Company,
assuming the acquisition of SnapTrack had been made at the beginning of the years
ended September 30, were as follows [in thousands, except per share datal:

(Unaudited) 2000*
Revenues $3,197,119
Net incame $ 571,161
Basic earnings per common share $ 0.80
Diluted earnings per comman share $ 0.72

)

* As adjusted [Note 13]
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

The table below presents quarterly data for the years ended September 30, 2002
and 2001 [in thousands, except per share datal:

o)} Q2 Q3 Q4

2002
Revenues $498,642 $696.115 $770,917 $873,886
Operating incorne 182,081 99,804 138,618 252,765
Income (loss) before accounting changes 139,233 43,930  113,768) 190,282
Accounting changes, net of tax — — — —
Net income (loss) 139,233 43930 {13,768] 190,282
Basic net earnings (loss] per common share!”

Income {loss) before accounting changes $ 018 $ 006 $ (002)$ 024

Accounting changes, net of tax $ - % - % - % —

Net income [loss) $ 018 ¢ 006 $ (0020 % 024
Dituted net earnings (loss] per common share'

Income [loss) before accounting changes $ 017 $ 005 $ (0021$ 0.23

Accounting changes, net of tax $ — % - % - % —

Net income (loss) $ 017 ¢ 005 % ((O02% 023
2001
Revenues $655.209 $717,148 $656,598 $650,831
Operating [loss] income (424,769] 211,506 150,486 101,464
{Loss} income before accounting changes [401,288] 109.721 (193,516) [75,058)
Accounting changes, net of tax (17,937) — - —
Net (loss] income (419,225) 109,721 (193516]  (75,058]
Basic net [loss) earnings per common share™

(Loss) income before accounting changes $ (054 % 015 $ (026% {010

Accounting changes, net of tax $ (002 $ - % - % —

Net [loss) income $ (05)% 015 % (026 $ [0.10
Diluted net [loss) earnings per cammon share!"!

[Loss) income before accounting changes $ (054 % 014 $ (026} $ (0.10)

Accounting changes, net of tax $ (0.02] $ - $ - $ —

Net income $ (0560 % 014 ¢ (026 % (0.10)

[1} Earnings {loss] per share are computed independently for each quarter and the full year based
upon respective average shares outstanding. Therefore, the sum of the quarterty net earnings
(toss) per share amounts may not equal the annual amounts reported.

(2] Adjusted to account for the Company’s ariginal 16% ownership interest in the Vésper Operating
Companies using the equity method of accounting (Note 13].
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BOARD OF DIRECTORS & OFFICERS

BOARD OF DIRECTORS
[Pictured at right)

DR. IRWIN MARK JACOBS (01]

Chairman of the Board of Directors

and Chief Executive Officer, QUALCOMM Incorporated

Member: Stock Option Committee, Strategic Implementation Committee

DR. RICHARD ATKINSON (02
President of the University of California
Member: Strategic Implementation Committee

ADELIA A. COFFMAN (03
Financial Consultant

Chair: Stock Option Committee
Member: Audit Committee

THE HONORABLE DIANA LADY DOUGAN (04
Chairman, Cyber Century Forum and Senior Advisor and
Internationat Communications Studies Chair,

Center for Strategic and International Studies

Member: Finance Committee, Compensation Committee,
Strategic Implementation Committee

DR. ROBERT E. KAHN (05)

Chairman and Chief Executive Officer and President.

the Corporation for National Research Initiatives

Chair: Nominating Committee

Member: Strategic Implementation Committee, Governance Committee

JEROME S. KATZIN (04

Retired, Investment Banker

Chair: Compensation Committee

Member: Audit Committee, Nominating Committee,
Governance Committee

CORPORATE OFFICERS

DR. IRWIN MARK JACOBS I[01)
Chairman of the Board of Directors
and Chief Executive Officer

STEVEN R. ALTMAN (02
Executive Vice President and President,
QUALCOMM Technology Licensing

FRANKLIN P. ANTONIO (03]
Executive Vice President and Chief Scientist

SCOTT J. BECKER |v4)
Senior Vice President and General Manager,
QUALCOMM Wireless Systems

KIMBERLY M. KORO (05]
Senior Vice President and President,
QUALCOMM Digital Media

JEFFREY A. JACOBS (04
Senior Vice President and President,
Global Development

DR. PAUL E. JACOBS (07
Executive Vice President and Group President,
QUALCOMM Wireless and Internet Group

DUANE A. NELLES (o7

Certified Public Accountant

Chair: Audit Committee

Member: Stock Option Committee, Nominating Committee,
Compensation Committee, Governance Committee

PETER M. SACERDOTE (08}
Advisory Director, Goldman Sachs & Co.
Chair: Finance Committee

Member: Governance Committee

FRANK SAVAGE (09)
Chairman and Chief Executive Officer, Savage Holdings LLC
Member: Finance Committee, Nominating Committee

GENERAL BRENT SCOWCROFT (10
President, The Scowcroft Group
Member: Nominating Committee, Strategic Implementation Committee

MARC I. STERN 1)

President, The TCW Group, Inc.

Chair: Governance Committee

Member: Finance Committee, Compensation Committee

RICHARD SULPIZIO (12)

Former QUALCOMM President; President, QUALCOMM China
Chair: Strategic Implementation Committee

Member: Stock Option Committee

MARGARET L. “PEGGY” JOHNSON (08
Senior Vice President and President,
QUALCOMM Internet Services

WILLIAM E. KEITEL (09
Senior Vice President and Chief Financial Officer

LOUIS M. LUPIN (10}
Senior Vice President and General Counsel

DR. ROBERTO PADOVANI (11
Executive Vice President and Chief Technology Officer

DONALD E. SCHROCK (12
Executive Vice President and Group President,
QUALCOMM CDMA Technologies Group

DR. DANIEL L. SULLIVAN [13)
Executive Vice President,
Human Resources

ANTHONY S. THORNLEY 14
President and Chief Operating Officer

CHRIS A. WOLFE (15
Senior Vice President and President,
QUALCOMM Wireless Business Sclutions
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QUALCOMM Headquarters
5775 Morehouse Drive
San Diego, CA 92121
Phone (858] 587-1121

Fax (858) 658-2100
www.qualcomm.com



