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As filed with the Securities and Exchange Commission on August 14, 2006
Registration No. 333-134103

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

AMENDMENT NO. 2
TO
Form S-1
REGISTRATION STATEMENT UNDER THE SECURITIES ACT OF 1933

LEAP WIRELESS INTERNATIONAL, INC.
(Exact name of registrant as specified in its charter)

Delaware 4812 33-0811062
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization) Classification Code Number) Identification Number)

10307 Pacific Center Court
San Diego, CA 92121
(858) 882-6000
(Address, including zip code, and telephone number, including area code, of registrant s principal executive
offices)
S. Douglas Hutcheson
Chief Executive Officer
Leap Wireless International, Inc.
10307 Pacific Center Court
San Diego, CA 92121
(858) 882-6000
(Name, address, including zip code, and telephone number, including area code, of agent for service)

Copies To:
Barry M. Clarkson, Esq. Andrew R. Schleider, Esq.
Ann C. Buckingham, Esq. Shearman & Sterling LLP
Brian J. Wolfe, Esq. 599 Lexington Avenue
Latham & Watkins LLP New York, NY 10022
12636 High Bluff Drive, Suite 400 (212) 848-4000

San Diego, CA 92130
(858) 523-5400

Approximate date of commencement of proposed sale to the public:
As soon as practicable after the effective date of this Registration Statement.
If any of the securities being registered on this form are to be offered on a delayed or continuous basis

pursuant to Rule 415 under the Securities Act of 1933, as amended (the Securities Act ), check the
following box. o
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If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the
Securities Act, check the following box and list the Securities Act registration statement number of the
earlier effective registration statement for the same offering. o____

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check
the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o______

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check
the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o

The Registrant hereby amends this Registration Statement on such date or dates as may be
necessary to delay its effective date until the Registrant shall file a further amendment which
specifically states that this Registration Statement shall thereafter become effective in accordance
with Section 8(a) of the Securities Act of 1933, as amended, or until the Registration Statement shall
become effective on such date as the Securities and Exchange Commission, acting pursuant to
said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an
offer to sell these securities and it is not soliciting offers to buy these securities in any state where the offer or sale is
not permitted.

Subject to Completion. Dated August 14, 2006.
5,600,000 Shares
Leap Wireless International, Inc.
Common Stock

We will enter into forward sale agreements with an affiliate of Goldman, Sachs & Co. and with an affiliate of
Citigroup Global Markets Inc., which we refer to as the forward counterparties. The forward counterparties or their
affiliates, at our request, will borrow and sell up to 5,600,000 shares of Leap common stock to hedge their obligations
under the forward sale agreements. If either forward counterparty or its affiliate determines, in its commercially
reasonable judgment, it is not able to borrow and deliver for sale all of the shares of common stock to be sold by it at
less than a specified cost of borrow, we will sell the number of shares of common stock that such forward
counterparty or affiliate does not borrow and sell. We will not initially receive any proceeds from the sale of shares of
common stock borrowed and sold by the forward counterparties or affiliates. We may settle the forward sale
agreements entirely by the physical delivery of shares of Leap common stock or, subject to certain conditions, we may
elect cash or net stock settlement for all or a portion of our obligations under either forward sale agreement. We
expect to settle the forward sale agreements on a date or dates specified by us within approximately twelve months of
the date of this prospectus.

Leap common stock is quoted on the Nasdaq National Market under the symbol LEAP. The last reported sale
price of Leap common stock on August 11, 2006 was $43.53 per share.

See Risk Factors on page 11 to read about factors you should consider before buying shares of Leap common
stock.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or
disapproved of these securities or passed upon the accuracy or adequacy of this prospectus. Any representation
to the contrary is a criminal offense.

Per Share Total
Initial price to public $ $
Underwriting discount $ $
Proceeds, before expenses, to Leap Wireless International, Inc.(1) $ $

(1) Depending on the price of our common stock at the time of settlement and the relevant settlement method, we may
receive proceeds from the sale of Leap common stock upon settlement of the forward sale agreements within
approximately one year of the date of this prospectus. For purposes of calculating the proceeds to us, we have
assumed that the forward sale agreements are physically settled based upon the initial forward sale price of $ on
the effective date of the forward sale agreements, which will be , 2006. The actual proceeds are subject to
the final settlement of each forward sale agreement, which settlement is expected to occur by , 2007, but
may occur earlier or later. See Underwriting for a description of the forward sale agreements.

The forward counterparties have granted to the underwriters an option to purchase up to 840,000 additional shares
of Leap common stock at the public offering price, less the underwriting discounts and commissions, such option to
be exercised within 30 days from the date of this prospectus. In connection with such option, we have agreed to
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increase the number of shares of our common stock under the forward sale agreements by an amount corresponding to
the number of additional shares purchased by the underwriters if the underwriters option is exercised. If, in connection
with the exercise of the underwriters option, either forward counterparty determines, in its commercially reasonable
judgment, it is not able to borrow and deliver for sale all of the shares to be sold in connection with the option at less
than a specified cost of borrow, we will sell the number of shares of common stock that such forward counterparty or
its affiliate does not borrow and sell.

The underwriters expect to deliver the shares in New York, New York on or about , 2006.
Goldman, Sachs & Co. Citigroup
Banc of America Securities LLC Deutsche Bank Securities Morgan Stanley

Jefferies & Company

Prospectus dated , 2006.
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ABOUT THIS PROSPECTUS

You should rely only on the information contained in this prospectus. Neither we nor the underwriters
have authorized anyone to provide you with information different from that contained in this prospectus or
additional information. We are offering to sell, and seeking offers to buy, shares of Leap common stock only
in jurisdictions where offers and sales are permitted. The information contained in this prospectus is
accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or any
sale of Leap common stock.

MARKET AND INDUSTRY DATA

This prospectus includes market and industry data and other statistical information, which are based
on independent industry publications, government publications, reports by market research firms or other
published independent sources. Some data are also based on our internal estimates, which are derived
from our review of internal surveys as well as independent sources. We have not independently verified this
information, or any of the data or analyses underlying such information, and cannot assure you of its
accuracy and completeness in any respect. As a result, you should be aware that market and industry data
set forth herein, and estimates and beliefs based on such data, may not be reliable. Unless otherwise
specified, information relating to population and potential customers, or POPs, is based on 2006 population
estimates provided by Claritas Inc.
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PROSPECTUS SUMMARY

This summary highlights selected information from this prospectus and does not contain all the
information that you should consider before buying shares in this offering. You should read the entire
prospectus carefully, especially Risk Factors and the financial statements and notes, before deciding to
invest in shares of Leap common stock. As used in this prospectus, the terms we, our, ours and us refer
Leap Wireless International, Inc., a Delaware corporation, or Leap, and its wholly owned subsidiaries,
unless the context suggests otherwise. Leap is a holding company and conducts operations only through
its wholly owned subsidiary Cricket Communications, Inc., or Cricket, and Cricket s subsidiaries.

Overview of Our Business

Leap is a wireless communications carrier that offers digital wireless service in the United States under
the Crické® and JuiipMobile brands. Our Cricket service offers customers unlimited wireless service in
their Cricket service area for a flat monthly rate without requiring a fixed-term contract or a credit check.
Our new Jump Mobile service offers customers a per-minute prepaid service. Cricket and Jump Mobile
services are also offered in certain markets by Alaska Native Broadband 1 License, LLC, or ANB 1 License,
in which Leap owns an indirect 75% non-controlling interest, and by LCW Wireless, LLC, or LCW Wireless,
in which Leap owns an indirect 72% non-controlling interest.

At June 30, 2006, Cricket and Jump Mobile services were offered in 20 states in the U.S. and had
approximately 1,836,000 customers. As of June 30, 2006, we and ANB 1 License owned wireless licenses
covering a total of 70.0 million potential customers, or POPs, in the aggregate, and our networks in our
operating markets covered approximately 37.3 million POPs. We are currently building out and launching
the new markets that we, ANB 1 License and LCW Wireless have acquired, and we anticipate that our
combined network footprint will cover 47 million or more POPs by the end of 2006 or early 2007.

We believe that our business model is different from most other wireless companies. Our services
primarily target market segments underserved by traditional communications companies: our customers
tend to be younger, have lower incomes and include a greater percentage of ethnic minorities. We have
designed the Cricket service to appeal to customers who value unlimited mobile calling with a predictable
monthly bill and who make the majority of their calls from within their Cricket service area. Results from our
internal customer surveys indicate that approximately 50% of our customers use our service as their sole
phone service and 90% as their primary phone service. For the year ended December 31, 2005, our
customers used our Cricket service for an average of 1,450 minutes per month, which we believe was
substantially above the U.S. wireless national carrier customer average.

Our premium Cricket service plan, which is our most popular service plan, offers customers unlimited
local and domestic long distance service from their Cricket service area combined with unlimited use of
multiple calling features and messaging services for a flat rate of $45 per month. More than 60% of Cricket
customers as of June 30, 2006 subscribed to this premium plan, and a substantially higher percentage of
new Cricket customers in the quarter ended June 30, 2006 purchased this plan. We also offer a basic
service plan which allows customers to make unlimited calls within their Cricket service area and receive
unlimited calls from any area for $35 per month and an intermediate service plan which also includes
unlimited long distance service for $40 per month. In 2005 we launched our first per-minute prepaid
service, Jump Mobile, to bring Cricket s attractive value proposition to customers who prefer active control
over their wireless usage and to better target the urban youth market.

The majority of existing wireless customers in the U.S. subscribe to post-pay services that require
credit approval and a contractual commitment from the subscriber for a period of at least one year, and
include overage charges for call volumes in excess of a specified maximum. According to International
Data Corporation, or IDC, U.S. wireless penetration was approximately 75% at June 30, 2006. We believe
that customers who require a significantly larger amount of voice usage than average, are price-sensitive,
have lower credit scores or prefer not to enter into fixed-term contracts represent a large

1
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portion of the remaining growth potential in the U.S. wireless market. We believe our services appeal
strongly to these customer segments. We believe that we are able to serve these customers and generate
significant OIBDA (operating income before depreciation and amortization) because of our high-quality
networks and low customer acquisition and operating costs.

We sell our Cricket handsets and service primarily through two channels: Cricket s own retail locations
and kiosks (the direct channel); and authorized dealers and distributors, including premier dealers, local
market authorized dealers, national retail chains and other indirect distributors (the indirect channel).
Premier dealers are independent dealers that sell Cricket products, usually exclusively, in stores that look
and function similar to our company-owned stores, enhancing the in-store experience and level of service
for our customers and expanding our brand presence within a market. As of June 30, 2006, we and ANB 1
License had 117 direct locations and 1,823 indirect distributors, including 450 premier dealers. Premier
dealers tend to generate significantly more business than other indirect dealers, and we plan to continue to
significantly expand the number of premier dealer locations in 2006. Our direct sales locations were
responsible for approximately 32% of our gross customer additions in 2005. We place our direct and
indirect retail locations strategically to focus on our target customer demographic and provide the most
efficient market coverage while minimizing cost. As a result of our product design and cost-efficient
distribution system, we believe that we have been able to achieve a cost per gross customer addition
(CPGA), which measures the average cost of acquiring a new customer, that is significantly lower than
most of our competitors.

We believe that our business model is scalable and can be expanded successfully into adjacent and
new markets because we offer a differentiated service and an attractive value proposition to our customers
at costs significantly lower than most of our competitors. By building or enhancing market clusters, we are
able to increase the size of our unlimited Cricket service area for our customers, while leveraging our
existing network investments to improve our economic returns. An example of our market-cluster strategy is
the Fresno, California market we launched in 2005 to complement the adjacent Visalia and Modesto,
California markets, which doubled the covered POPs in our Central Valley cluster. We are also strategically
expanding into new markets that meet our internally developed customer demographics and population
density criteria. An example of this strategy is the license for the San Diego, California market that we
acquired in the Federal Communication Commission s, or FCC s, Auction #58. We believe that we will be
able to offer Cricket service on a cost-competitive basis in this market and the other markets we have
acquired. We, ANB 1 License and LCW Wireless have launched 11 markets in 2006, and we currently
expect to launch additional markets by the end of 2006. In addition, we are currently participating (directly
through a wholly owned subsidiary and indirectly through Denali Spectrum License, LLC, or Denali License,
an entity in which we own an indirect 82.5% non-controlling interest) as a bidder in the FCC s auction for

Advanced Wireless Services, or Auction #66.
Our Business Strengths
Simple, Yet Differentiated, Service. Our service plans are designed to attract customers by offering
simple, predictable and affordable wireless services that are a competitive alternative to traditional
wireless and wireline services. Unlike traditional wireless service providers, we offer high-quality
service on a flat-rate, unlimited-usage basis, without requiring fixed-term contracts, early termination
fees or credit checks, providing a high value/low price proposition for customers.

Proven Business Model. Our business model has enabled us to achieve significant growth in our
subscriber numbers in our existing markets, allowing us to spread our fixed costs over a growing
customer base. Over the last eighteen months, we also have experienced significant growth in our
average revenue per user (ARPU), while maintaining customer acquisition and operation costs that
are among the lowest in the industry. As a result, we are able to generate substantial cash flow in our
existing markets.
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Low-Cost Provider. Our business model is designed to provide service to customers at a cost
significantly lower than most of our competitors, enabling us to achieve attractive economics. We
minimize capital costs by engineering our high-quality, efficient networks to cover only the areas of

our markets where most of our potential customers live, work and play. We reduce general operating
costs through our efficiently designed networks that focus on densely populated areas, lean overhead
structure, fast follower approach that reduces development costs, streamlined billing procedures and
control of customer care expenses. We maintain low customer acquisition costs through our focused
sales and marketing, low handset subsidies and cost-effective distribution strategies.

Attractive Growth Prospects. We believe that our business model is highly scalable, with the
potential to generate increased cash flow over time by increasing penetration in our existing markets,
building and enhancing market clusters and selectively investing in new strategic markets that reflect
our target customer demographics and other internal criteria for expansion.

High-Quality Networks. We have deployed in each of our markets a 100% Code Division Multiple
Access radio transmission technology, or CDMA 1xRTT, network that delivers high capacity and
outstanding quality at a low cost that can be easily upgraded to support enhanced capacity. We
expect to deploy CDMA2000® 1xEV-DO technology in most existing and new markets to support next
generation high-speed data services. Our networks have regularly been ranked by third party surveys
commissioned by us as one of the top networks within the advertised coverage area in the markets
Cricket serves.

Our Business Strategy
Target Underserved Customer Segments. Our services are targeted primarily toward market
segments underserved by traditional communications companies. On average, our customers tend to
be younger and have lower incomes than the customers of other wireless carriers. Moreover, our
customer base also reflects a greater percentage of ethnic minorities than those of the national
carriers. We believe these underserved market segments are among the fastest growing population
segments in the U.S.

Continue to Develop and Evolve Products and Services. We continue to develop and evolve our
product and service offerings to better meet the needs of our target customer segments. For example,
during the last two years, we have added instant messaging, multimedia (picture) messaging, games
and our Travel Tim& roaming option to our product portfolio. In 2006 we broadened, and expect to
continue to broaden, our data product and service offerings to better meet the needs of our
customers. With our deployment of 1xEV-DO technology, we believe we will be able to offer an
expanded array of services to our customers, including high-demand wireless data services such as
mobile content, location-based services and high-quality music downloads at speeds of up to 2.4
Megabits per second.

Build Our Brand and Strengthen Our Distribution. We are focused on building our brand
awareness in our markets and improving the productivity of our distribution system. Since our target
customer base is diversified geographically, ethnically and demographically, we have decentralized
our marketing programs to support local customization while optimizing our advertising expenses. We
have redesigned and re-merchandized our stores and introduced a new sales process aimed at
improving both the customer experience and our revenue per user. We have also initiated our premier
dealer program, and in 2006 we plan to enable our premier dealers and other indirect dealers to
provide greater customer support services. We expect these changes will enhance the customer
experience and improve customer satisfaction.
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Enhance Market Clusters and Expand Into Attractive Strategic Markets. We intend to seek
additional opportunities to enhance our current market clusters and expand into new geographic
markets, by acquiring spectrum in FCC auctions, such as Auction #66, or in the spectrum aftermarket,
or by participating in partnerships or joint ventures. Examples of our market-cluster strategy include
the Fresno, California market we launched in 2005 to comple-
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ment the adjacent Visalia and Modesto, California markets in our Central Valley cluster and the

Oregon cluster we created by contributing our Salem and Eugene, Oregon markets to LCW Wireless,

a joint venture which also owns a license for Portland, Oregon. Examples of our strategic market

expansion include the five licenses in central Texas, including Houston, Austin and San Antonio, and

the San Diego, California license that we and ANB 1 License acquired in Auction #58, all of which

meet our internally developed criteria concerning customer demographics and population density.
Corporate Information

Leap was formed as a Delaware corporation in June 1998. Leap s shares began trading publicly in
September 1998, and we launched our innovative Cricket service in March 1999. In April 2003, Leap,
Cricket and substantially all of their subsidiaries filed voluntary petitions for relief under Chapter 11 in
federal bankruptcy court. On August 16, 2004, our plan of reorganization became effective and we
emerged from Chapter 11 bankruptcy. On that date, a new board of directors of Leap was appointed,

Leap s previously existing stock, options and warrants were cancelled, Leap s long-term indebtedness was
reduced substantially, and Leap issued 60 million shares of new Leap common stock to two classes of
creditors. See Business Chapter 11 Proceedings Under the Bankruptcy Code. On June 29, 2005, Leap
became listed on the Nasdaqg National Market under the symbol LEAP.

Our principal executive offices are located at 10307 Pacific Center Court, San Diego, California 92121
and our telephone number at that address is (858) 882-6000. Our principal websites are located at
www.leapwireless.com, www.mycricket.com and www.jumpmobile.com. The information contained in, or
that can be accessed through, our websites is not part of this prospectus.

Leap is a U.S. registered trademark of Leap, and a trademark application for the Leap logo is pending.
Cricket is a U.S. registered trademark of Cricket. In addition, the following are trademarks or service marks
of Cricket: Unlimited Access, Unlimited Plus, Unlimited Classic, Jump, Travel Time, Cricket Clicks and the
Cricket K.
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Common stock offered

Common stock to be
outstanding after
settlement of the forward
sale agreements
assuming physical
settlement

Use of proceeds

Accounting treatment of
the transaction

Nasdaq National Market
symbol

Risk factors

The Offering
5,600,000 shares

66,854,519 shares

We will not receive any proceeds from the sale of the shares of common stock
borrowed and sold by the forward counterparties (or their affiliates) pursuant to
this prospectus. If the forward sale agreements are physically settled, then we
will receive proceeds from the sale of common stock upon settlement of the
forward sale agreements within approximately one year of the date of this
prospectus (although we may be required to physically settle all or a portion of
the forward sale agreements earlier under our bridge loan facility). If the forward
sale agreements are not physically settled, then, depending on the price of Leap
common stock at the time of settlement and the relevant settlement method, we
may receive no proceeds from, or we may incur obligations as a result of, the
settlement of the forward sale agreements. See Underwriting for a description of
the forward sale agreements. To the extent the forward counterparties (or their
affiliates) do not borrow the full amount of common stock to be sold in this
offering, we will sell and receive proceeds from such number of shares of
common stock as part of this offering. We intend to use the net proceeds, if any,
received upon the settlement of the forward sale agreements and from any sales
by us in this offering for general corporate purposes and working capital,
including the acquisition of wireless licenses (and/or the repayment of bridge
loans used to acquire wireless licenses in Auction #66).

The forward sale agreements allow us to elect to physically settle the
transactions, or to issue shares of our common stock in satisfaction of our
obligations under the forward sale agreements, in all circumstances (unless we
have previously elected otherwise). As a result, it is expected that these forward
sale agreements will be initially measured at fair value and reported in
permanent equity. Subsequent changes in fair value will not be recognized
provided that the forward sale agreements remain classified as equity.

LEAP
See Risk Factors on page 11 and the other information in this prospectus for a

discussion of the factors you should carefully consider before deciding to invest
in Leap common stock.

The number of shares of common stock to be outstanding after settlement of the forward sale agreements
assuming physical settlement is based on our shares outstanding as of August 1, 2006, and this

information excludes:

600,000 shares of common stock issuable upon the exercise of outstanding warrants at an exercise

price of $16.83;
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2,334,179 shares of common stock reserved for issuance upon the exercise of outstanding stock
options at a weighted-average exercise price of $32.13;

778,989 shares of common stock available for future issuance under our Employee Stock Purchase
Plan;

an aggregate of 1,232,313 shares of common stock available for future issuance under our 2004
Stock Option, Restricted Stock and Deferred Stock Unit Plan; and

shares reserved for potential issuance to CSM Wireless, LLC, or CSM. Leap has reserved five
percent of its outstanding common stock, which was 3,062,726 shares as of August 1, 2006, for
potential issuance to CSM upon the exercise of CSM s option to put its entire equity interest in LCW
Wireless to Cricket. Subject to certain conditions and restrictions in our senior secured credit facility,
we will be obligated to satisfy the put price in cash or in shares of Leap common stock, or a
combination of cash and common stock, in our sole discretion. See Business Arrangements with
LCW Wireless.
In addition, except where we stated otherwise, the information we present in this prospectus assumes
no exercise of the underwriters option to purchase additional shares.

6
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Summary Consolidated Financial Data

The following tables summarize the financial data for our business, which are derived from our
consolidated financial statements and have been restated as of and for the five months ended
December 31, 2004 and for the six months ended June 30, 2005 to reflect adjustments that are further
discussed in Note 3 to the audited annual consolidated financial statements included elsewhere in this
prospectus. For a more detailed explanation of our financial condition and operating results, you should
read Selected Consolidated Financial Data, Management s Discussion and Analysis of Financial Condition
and Results of Operations and our consolidated financial statements and related notes included elsewhere
in this prospectus. References in these tables to Predecessor Company refer to Leap and its subsidiaries
on or prior to July 31, 2004. References to Successor Company refer to Leap and its subsidiaries after
July 31, 2004, after giving effect to the implementation of fresh-start reporting. The financial statements of
the Successor Company are not comparable in many respects to the financial statements of the
Predecessor Company because of the effects of the consummation of the plan of reorganization as well as
the adjustments for fresh-start reporting.

Predecessor Company Successor Company

Seven Five

Months Months Six Months Ended

Year Ended December 31, Ended Ended Eﬁz:r d June 30,
July 31, December Iecember 31,
2001 2002 2003 2004 2004 2005 2005 2006
(As (As
Restated) Restated)

Statement
of
Operations
Data:
Revenues:
Service

(in thousands, except per share data)

revenues $ 215917 $§ 567,694 $ 643,566 $ 398,451 $ 285,647 $ 763,680 $ 375,685 $ 446,626

Equipment
revenues 39,247

Total
revenues 255,164

Operating
expenses:

Cost of

service

(exclusive

of items

shown

separately

below) (94,510)

Table of Contents

50,781 107,730 83,196 58,713 150,983 79,514 87,916

618,475 751,296 481,647 344,360 914,663 455,199 534,542

(181,404) (199,987) (113,988) (79,148) (200,430) (99,805) (115,459)
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Cost of
equipment
Selling and
marketing
General
and
administrative(152,051)
Depreciation

and

amortization (119,177)
Impairment

of

indefinite-lived
intangible

assets

Loss on

disposal of

property

and

equipment

(202,355)

(115,222)

Total

operating

expenses
Gain on
sale of
wireless
licenses
and
operating
assets

(683,315)

143,633

Operating
income
(loss)
Equity in
net loss of
and
write-down
of
investments
in and
loans
receivable
from
unconsolidated
wireless
operating
companies
Minority
interest in

(284,518)

(54,000)

Table of Contents

(252,344)

(122,092)

(185,915)

(287,942)

(26,919)

(16,323)

(1,072,939)

364

(454,100)

(172,235)

(86,223)

(162,378)

(300,243)

(171,140)

(24,054)

(1,116,260)

4,589

(360,375)

(97,160)

(51,997)

(81,514)

(178,120)

(522,779)

532

(40,600)

(82,402)

(39,938)

(57,110)

(75,324)

(333,922)

10,438

(192,205)

(100,042)

(159,249)

(195,462)

(12,043)

(859,431)

14,587

69,819

(91,977)

(47,805)

(78,458)

(95,385)

(11,354)

(424,784)

30,415

(110,967)

(65,044)

(96,158)

(107,373)

(3,211)

(498,212)

36,330

(209)
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loss of

consolidated

subsidiary

Interest

income 26,424 6,345
Interest

expense (178,067) (229,740)
Foreign

currency

transaction

losses, net (1,257)

Gain on

sale of

unconsolidated

wireless

operating

company 39,518
Other

income

(expense),

net 8,443 (3,001)

779

(83,371)

(176)

(4,195)

(293)

1,812

(16,594)

(117)

9,957

(30,051)

1,423

3,079

(16,689)

(1,325)

9,727

(15,854)

(5,383)
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Income

(loss) before
reorganization
items,

income taxes
and
cumulative
effect of
change in
accounting
principle
Reorganization
items, net

Income

(loss) before
income taxes
and
cumulative
effect of
change in
accounting
principle
Income taxes

Income
(loss)
before
cumulative
effect of
change in
accounting
principle

Cumulative
effect of
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Predecessor Company

Table of Contents

Successor Company

Seven Five Six Months
Months Months Ended
Year Ended December 31, Ended Ended Year June 30,
Ended
July 31,December Décember 31,
2001 2002 2003 2004 2004 2005 2005 2006
(As (As
Restated) Restated)
(in thousands, except per share data)
(482,975) (640,978) (443,143) (45,088) (4,461) 51,117 15480 24,611
(146,242) 962,444
(482,975) (640,978) (589,385) 917,356 (4,461) 51,117 15480 24,611
(322) (23,821) (8,052) (4,166)  (3,930) (21,151) (6,861)
(483,297) (664,799) (597,437) 913,190 (8,391) 29,966 8,619 24,611
623
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change in
accounting
principle

Net income
(loss) $(483,297) $(664,799) $(597,437) $913,190 $ (8,391) $ 29,966 $ 8,619 $25,234

Basic net

income (loss)

per share(1):

Income

(loss) before

cumulative

effect of

change in

accounting

principle $ (1427)$ (1491) $ (10190 $ 1558 $ (0.14)$ 050 $ 0.14 $ 0.41
Cumulative

effect of

change in

accounting

principle 0.01

Basic net

income

(loss) per

share $ (1427)$ (1491)$ (1019 $ 1558 $ (0.14)$ 050 $ 0.14 $ 042

Diluted net

income (loss)

per share(1):

Income

(loss) before

cumulative

effect of

change in

accounting

principle $ (1427)$ (1491) $ (10190 $ 1558 $ (014)$ 049 $ 0.14 $ 0.40
Cumulative

effect of

change in

accounting

principle 0.01

Diluted net
income

(loss) per
share $ (1427)$ (1491)$ (10199 $ 1558 $ (014 $ 049 $ 0.14 $ 0.41

Shares used
in per share
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calculations(1):
Basic

Diluted

Balance Sheet
Data:

Cash and cash
equivalents
Working capital
(deficit)(2)
Restricted cash,
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33,861 44,591 58,604 58,623 60,000 60,135 60,015 60,282

33,861 44,591 58,604 58,623 60,000 61,003 60,234 61,651

Predecessor Company Successor Company

As of December 31,

As of
June 30,
2001 2002 2003 2004 2005 2006
(As
Restated)

(in thousands)

$ 242979 $ 100,860 $ 84,070 $ 141,141 $ 293,073 $ 553,038

189,507  (2,144,420) (2,254,809) 145,762 240,862 452,262

cash equivalents and

short-term
investments(3)
Total assets

Long-term debt(2)
Total stockholders

equity (deficit)

40,755 25,922 55,954 31,427 13,759 9,758
2,450,895 2,163,702 1,756,843 2,220,887 2,506,318 2,903,537
1,676,845 371,355 588,333 891,000

358,440 (296,786) (893,356) 1,470,056 1,514,357 1,652,333
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Three Months Ended

June 30, September 30PDecember 31, March 31, June 30, September 30, December 31, March 31, .
2004 2004(4) 2004 2005 2005 2005 2005 2006

1,547,364 1,539,770 1,569,630 1,615,205 1,617,941 1,622,526 1,668,293 1,778,704

9,133 (7,594) 29,860 45,575 2,736 23,298(6) 45,767 110,409

3728 $ 36.97 §$ 3729 $ 39.03 $ 3924 $ 4022 $ 39.74 $ 4187 $
141§ 141§ 159 § 128 § 138 §$ 142 $ 158 § 130 $

18.47 $ 18.38 §$ 18.74 § 1894 $ 1843 § 19.52  § 18.67 $ 19.57 §
3.7% 4.5% 4.1% 3.3% 3.9% 4.4% 4.1% 3.3%

(1) Refer to Notes 3 and 6 to the audited annual consolidated financial statements included elsewhere in
this prospectus for an explanation of the calculation of basic and diluted net income (loss) per common
share.

(2) We have presented the principal and interest balances related to our outstanding debt obligations as
current liabilities in the consolidated balance sheets as of December 31, 2002 and 2003, as a result of
the then existing defaults under the underlying agreements.

(3) Restricted cash consists of cash held in reserve by Leap and funds set aside or pledged by Cricket to
satisfy payments and administrative and priority claims against us following our emergence from
Chapter 11 bankruptcy in August 2004, and cash restricted for other purposes.

(4) The financial data for the three months ended September 30, 2004 represents the combination of the
Predecessor and Successor Companies results for that period.

(5) Includes subscribers and net customer additions for the Cricket and Jump Mobile services offered by
Cricket and, commencing in the three months ended March 31, 2006, by ANB 1 License.

(6) Net customer additions for the three months ended September 30, 2005 exclude the effect of the
transfer of approximately 19,000 customers as a result of the closing of the sale of our operating
markets in Michigan in August 2005.

(7) ARPU is service revenue divided by the weighted-average number of customers, divided by the
number of months during the period being measured. Management uses ARPU to identify average
revenue per customer, to track changes in average customer revenues over time, to help evaluate how
changes in our business, including changes in our service offerings and fees, affect average revenue
per customer, and to forecast future service revenue. In addition, ARPU provides management with a
useful measure to compare our subscriber revenue to that of other wireless communications providers.
We believe investors use ARPU primarily as a tool to track changes in our average revenue per
customer over time and to compare our per customer service revenues to those of other wireless
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communications providers. Other companies may calculate this measure differently.

(8) CPGA is selling and marketing costs (excluding applicable share-based compensation expense
included in selling and marketing expense), and equipment subsidy (generally defined as cost of
equipment less equipment revenue), less the net loss on equipment transactions unrelated to initial
customer acquisition, divided by the total number of gross new customer additions during the period
being measured. The net loss on equipment transactions unrelated to initial customer acquisition
includes the revenues and costs associated with the sale of handsets to existing customers as well as
costs associated with handset replacements and repairs (other than warranty costs which are the
responsibility of the handset manufacturers). We deduct customers who do not pay their first monthly
bill from our gross customer additions, which tends to increase CPGA because we incur the costs
associated with this customer without receiving the benefit of a gross customer addition. Management
uses CPGA to measure the efficiency of our customer acquisition efforts, to track changes in our
average cost of acquiring new subscribers over time, and to help evaluate how changes in our sales
and distribution strategies affect the cost-efficiency of our customer acquisition efforts. In addition,
CPGA provides management with a useful measure to compare our per customer acquisition costs
with those of other wireless communications providers. We believe investors use CPGA primarily as a
tool to track changes in our average cost of acquiring new customers over time and to compare our
per customer acquisition costs to those of other wireless communications providers. Other companies
may calculate this measure differently.

(9) CCU is cost of service and general and administrative costs (excluding applicable share-based
compensation expense included in cost of service and general and administrative expense) plus net
loss on equipment transactions unrelated to initial customer acquisition (which includes the gain or loss
on sale of handsets to existing customers and costs associated with handset replacements and repairs
(other than warranty costs which are the responsibility of the handset manufacturers)), divided by the
weighted-average number of customers, divided by the number of months during the period being
measured. CCU does not include any depreciation and amortization expense. Management uses CCU
as a tool to evaluate the non-selling cash expenses associated with ongoing business operations on a
per customer basis, to track changes in these non-selling cash costs over time, and to help evaluate
how changes in our business operations affect non-selling cash costs per customer. In addition, CCU
provides management with a useful measure to compare our non-selling cash costs per customer with
those of other wireless communications providers. We believe investors use CCU primarily as a tool to
track changes in our non-selling cash costs over time and to compare our non-selling cash costs to
those of other wireless communications providers. Other companies may calculate this measure
differently.

(10) Churn, which measures customer turnover, is calculated as the net number of customers that
disconnect from our service divided by the weighted-average number of customers divided by the
number of months during the period being measured. Customers who do not pay their first monthly bill
are deducted from our gross customer additions in the month that they are disconnected; as a result,
these customers are not included in churn. Management uses churn to measure our retention of
customers, to measure changes in customer retention over time, and to help evaluate how changes in
our business affect customer retention. In addition, churn provides management with a useful measure
to compare our customer turnover activity to that of other wireless communications providers. We
believe investors use churn primarily as a tool to track changes in our customer retention over time
and to compare our customer retention to that of other wireless communications providers. Other
companies may calculate this measure differently.

9
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Reconciliation of Non-GAAP Financial Measures

We utilize certain financial measures, as described above, that are not calculated based on GAAP.
Certain of these financial measures are considered non-GAAP financial measures within the meaning of
Item 10 of Regulation S-K promulgated by the SEC. For purposes of this discussion, the financial data for
the three months ended September 30, 2004 presented below represents the combination of the
Predecessor and Successor Companies results for that period.

CPGA The following tables reconcile total costs used in the calculation of CPGA to selling and
marketing expense, which we consider to be the most directly comparable GAAP financial measure to
CPGA (in thousands, except gross customer additions and CPGA):

Three Months Ended

Jun. 30, Sep.30, Dec.31, Mar.31, Jun.30, Sep.30, Dec.31, Mar.31, Jun. 30,
2004 2004 2004 2005 2005 2005 2005 2006 2006

Selling and

marketing

expense $ 21939 $ 23,574 $ 23,169 $ 22,995 $ 24,810 $ 25,535 $ 26,702 $ 29,102 $ 35,942
Less

share-based

compensation

expense

included in

selling and

marketing

expense (693) (203) (125) (327) (473)
Plus cost of

equipment 40,635 44,153 51,019 49,178 42,799 49,576 50,652 58,886 52,081
Less

equipment

revenue (33,676) (36,521) (33,941) (42,389) (37,125) (36,852) (34,617) (50,848) (37,068)
Less net

loss on

equipment

transactions

unrelated to

initial

customer

acquisition (3,453) (2,971) (5,090) (4,012) (3,484) (4,917) (3,775) (521) (412)

Total costs

used in the

calculation

of CPGA $ 25445 $ 28,235 $ 35,157 $ 25,772 $ 26,307 $ 33,139 $ 38,837 $ 36,292 $ 50,070
Gross

customer
additions 180,128 200,315 220,484 201,467 191,288 233,699 245,817 278,370 253,033
CPGA $ 141 § 141 $ 159 $ 128 $ 138 $ 142 $ 158 $ 130 $ 198
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CCU The following tables reconcile total costs used in the calculation of CCU to cost of service, which
we consider to be the most directly comparable GAAP financial measure to CCU (in thousands, except
weighted-average number of customers and CCU):

Three Months Ended

Jun. 30, Sep. 30, Dec. 31, Mar. 31, Jun. 30, Sep. 30, Dec. 31, Mar. 31, Jun.
2004 2004 2004 2005 2005 2005 2005 2006 200

of
e $ 47827 $ 51,034 $ 46,275 $ 50,197 $§ 49608 $ 50,304 $ 50,321 $ 55204 $ 6C

ral and
nistrative
nse 33,922 30,689 35,403 36,035 42,423 41,306 39,485 49,582 4¢€

2-based

ensation

nse

ded in

of

ce and

ral and

nistrative

nse (6,436) (2,518) (2,270) (4,399) (4,
net

on

oment

actions

lated to

I

mer

isition 3,453 2,971 5,090 4,012 3,484 4,917 3,775 521

| costs

d in the

ulation

CU $ 85202 $§ 84694 $ 86,768 $§ 90244 $ 89,079 $§ 94,009 $ 91,311 $ 100,908 $ 103
nted-average

er of

mers 1,537,957 1,536,314 1,543,362 1,588,372 1,611,524 1,605,222 1,630,011 1,718,349 1,79C

$ 18.47 $ 18.38 $ 18.74 $ 18.94 §$ 18.43 $ 19.52 § 18.67 $ 19.57 $ 1
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RISK FACTORS

You should consider carefully the following information about the risks described below, together with
the other information contained in this prospectus, before you decide to buy the common stock offered by
this prospectus. If any of the following risks actually occurs, our business, financial condition, results of
operations and future growth prospects would likely be materially and adversely affected. In these
circumstances, the market price of Leap common stock could decline, and you may lose all or part of the
money you paid to buy Leap common stock.

Risks Related to Our Business and Industry
We have experienced net losses, and we may not be profitable in the future.

We experienced net losses of $8.4 million and $49.3 million (excluding reorganization items, net) for
the five months ended December 31, 2004 and the seven months ended July 31, 2004, respectively. In
addition, we experienced net losses of $597.4 million for the year ended December 31, 2003,
$664.8 million for the year ended December 31, 2002 and $483.3 million for the year ended December 31,
2001. Although we had net income of $30.0 million and $25.2 million for the year ended December 31,
2005 and the six months ended June 30, 2006, respectively, we may not generate profits in the future on a
consistent basis, or at all. We expect net income to decrease in the subsequent quarters of 2006, and we
may realize a net loss for fiscal 2006. If we fail to achieve consistent profitability, that failure could have a
negative effect on our financial condition.

We may not be successful in increasing our customer base which would negatively affect our
business plans and financial outlook.

Our growth on a quarter-by-quarter basis has varied substantially in the past. We believe that this
uneven growth generally reflects seasonal trends in customer activity, promotional activity, the competition
in the wireless telecommunications market, and varying national economic conditions. Our current business
plans assume that we will increase our customer base over time, providing us with increased economies of
scale. If we are unable to attract and retain a growing customer base, our current business plans and
financial outlook may be harmed.

If we experience high rates of customer turnover, our ability to remain profitable will decrease.

Because we do not require customers to sign fixed-term contracts or pass a credit check, our service is
available to a broader customer base than many other wireless providers and, as a result, some of our
customers may be more likely to terminate service due to an inability to pay than the average industry
customer, particularly during economic downturns or during periods of high gasoline prices. In addition, our
rate of customer turnover may be affected by other factors, including the size of our calling areas, our
handset or service offerings, customer care concerns, number portability and other competitive factors. Our
strategies to address customer turnover may not be successful. A high rate of customer turnover would
reduce revenues and increase the total marketing expenditures required to attract the minimum number of
replacement customers required to sustain our business plan, which, in turn, could have a material adverse
effect on our business, financial condition and results of operations.

We have made significant investment, and will continue to invest, in joint ventures that we do not
control.

In November 2004, we acquired a 75% non-controlling interest in Alaska Native Broadband 1, LLC, or
ANB 1, whose wholly owned subsidiary ANB 1 License was awarded certain licenses in Auction #58. In
July 2006, we acquired a 72% non-controlling interest in LCW Wireless, which was awarded a wireless
license for the Portland, Oregon market in Auction #58 and to which we contributed, among other things,
two wireless licenses in Eugene and Salem, Oregon and related operating assets.

11

Table of Contents 27



Edgar Filing: LEAP WIRELESS INTERNATIONAL INC - Form S-1/A

Table of Contents

Both ANB 1 License and LCW Wireless hold their Auction #58 wireless licenses as very small business
designated entities under FCC regulations. In July 2006, we acquired an 82.5% non-controlling interest in
Denali Spectrum, LLC, or Denali, an entity which is currently participating (through a wholly owned
subsidiary) in Auction #66 as a very small business designated entity under FCC regulations. Our
participation in these joint ventures is structured as a non-controlling interest in order to comply with FCC
rules and regulations. We have agreements with our joint venture partners in ANB 1, LCW Wireless and
Denali, and we plan to have similar agreements in connection with any future joint venture arrangements
we may enter into, which are intended to allow us to actively participate to a limited extent in the
development of the business through the joint venture. However, these agreements do not provide us with
control over the business strategy, financial goals, build-out plans or other operational aspects of any such
joint venture. The FCC s rules restrict our ability to acquire controlling interests in such entities during the
period that such entities must maintain their eligibility as a designated entity, as defined by the FCC. The
entities or persons that control the joint ventures may have interests and goals that are inconsistent or
different from ours which could result in the joint venture taking actions that negatively impact our business
or financial condition. In addition, if any of the other members of a joint venture files for bankruptcy or
otherwise fails to perform its obligations or does not manage the joint venture effectively, we may lose our
equity investment in, and any present or future opportunity to acquire the assets (including wireless
licenses) of, such entity.

The FCC recently implemented rule changes aimed at addressing alleged abuses of its designated
entity program, affirmed these changes on reconsideration and has sought comment on further rule
changes. In that proceeding, the FCC has re-affirmed its goals of ensuring that only legitimate small
businesses reap the benefits of the program, and that such small businesses are not controlled or
manipulated by larger wireless carriers or other investors that do not meet the small business size tests.
While we do not believe that the FCC s recent rule changes materially affect our current joint ventures with
ANB 1, LCW Wireless and Denali, the scope and applicability of these rule changes to such current
designated entity structures remains in flux, and parties have already sought further reconsideration or
judicial review of these rule changes. In addition, we cannot predict how further rule changes or increased
regulatory scrutiny by the FCC flowing from this proceeding will affect our current or future business
ventures with designated entities or our participation with such entities in future FCC spectrum auctions.
We face increasing competition which could have a material adverse effect on demand for the
Cricket service.

In general, the telecommunications industry is very competitive. Some competitors have announced
rate plans substantially similar to Cricket s service plans (and have also introduced products that consumers
perceive to be similar to Cricket s service plans) in markets in which we offer wireless service. In addition,
the competitive pressures of the wireless telecommunications market have caused other carriers to offer
service plans with large bundles of minutes of use at low prices which are competing with the predictable
and unlimited Cricket calling plans. Some competitors also offer prepaid wireless plans that are being
advertised heavily to demographic segments that are strongly represented in Cricket s customer base.
These competitive offerings could adversely affect our ability to maintain our pricing and increase or
maintain our market penetration. Our competitors may attract more customers because of their stronger
market presence and geographic reach. Potential customers may perceive the Cricket service to be less
appealing than other wireless plans, which offer more features and options. In addition, existing carriers
and potential non-traditional carriers are exploring or have announced the launch of service using new
technologies and/or alternative delivery plans.

In addition, some of our competitors are able to offer their customers roaming services on a nationwide
basis and at lower rates. We currently offer roaming services on a prepaid basis. Many competitors have
substantially greater financial and other resources than we have, and we may not be able to compete
successfully. Because of their size and bargaining power, our larger competitors may be able to purchase
equipment, supplies and services at lower prices and attract a larger number of dealers than we can. Prior
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to the launch of a large market in 2006, disruptions by a competitor interfered
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with our indirect dealer relationships, reducing the number of dealers offering Cricket service during the
initial weeks of the launch. As consolidation in the industry creates even larger competitors, any purchasing
advantages our competitors have may increase, as well as their bargaining power as wholesale providers
of roaming services. For example, in connection with the offering of our Travel Time roaming service, we
have encountered problems with certain large wireless carriers in negotiating terms for roaming
arrangements that we believe are reasonable, and believe that consolidation has contributed significantly to
such carriers control over the terms and conditions of wholesale roaming services.

We also compete as a wireless alternative to landline service providers in the telecommunications
industry. Wireline carriers are also offering unlimited national calling plans and bundled offerings that
include wireless and data services. We may not be successful in the long term, or continue to be
successful, in our efforts to persuade potential customers to adopt our wireless service in addition to, or in
replacement of, their current landline service.

The FCC is pursuing policies designed to increase the number of wireless licenses available in each of
our markets. For example, the FCC has adopted rules that allow the partitioning, disaggregation and
leasing of PCS and other wireless licenses, and continues to allocate and auction additional spectrum that
can be used for wireless services, which may increase the number of our competitors.

We have identified material weaknesses in our internal control over financial reporting, and our
business and stock price may be adversely affected if we do not remediate all of these material
weaknesses, or if we have other material weaknesses in our internal control over financial
reporting.

In connection with their evaluations of our disclosure controls and procedures, our CEO and CFO have
concluded that certain material weaknesses in our internal control over financial reporting existed as of
September 30, 2004, December 31, 2004, March 31, 2005, June 30, 2005, September 30, 2005,
December 31, 2005, March 31, 2006 and June 30, 2006 with respect to turnover and staffing levels in our
accounting, financial reporting and tax departments and the preparation of our income tax provision.

With respect to turnover and staffing, we did not maintain a sufficient complement of personnel with the
appropriate skills, training and company-specific experience to identify and address the application of
generally accepted accounting principles in complex or non-routine transactions. Specifically, we have
experienced staff turnover and an associated loss of Leap-specific experience within our accounting,
financial reporting and tax functions. This control deficiency contributed to the material weakness
concerning the preparation of our income tax provision described below. Additionally, this control deficiency
could result in a misstatement of accounts and disclosures that would result in a material misstatement to
our interim or annual consolidated financial statements that would not be prevented or detected.
Accordingly, our management has determined that this control deficiency constitutes a material weakness.

With respect to the preparation of our income tax provision, we did not maintain effective controls over
our accounting for income taxes. Specifically, we did not have adequate controls designed and in place to
ensure the completeness and accuracy of the deferred income tax provision and the related deferred tax
assets and liabilities and the related goodwill in conformity with generally accepted accounting principles.
This control deficiency resulted in the restatement of our consolidated financial statements for the five
months ended December 31, 2004 and the condensed consolidated financial statements for the two
months ended September 30, 2004 and the quarters ended March 31, 2005, June 30, 2005 and
September 30, 2005, as well as audit adjustments to our 2005 annual consolidated financial statements.
This control deficiency could result in a misstatement of accounts and disclosures that would result in a
material misstatement to our interim or annual consolidated financial statements that would not be
prevented or detected. Accordingly, our management has determined that this control deficiency
constitutes a material weakness.
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In connection with their evaluations of our disclosure controls and procedures, our CEO and CFO also
previously concluded that certain material weaknesses in our internal control over financial reporting
existed as of December 31, 2004 and March 31, 2005 with respect to the application of lease-related
accounting principles, fresh-start reporting oversight, and account reconciliation procedures. We believe we
have adequately remediated the material weaknesses associated with lease accounting, fresh-start
reporting oversight and account reconciliation procedures.

Although we are engaged in remediation efforts with respect to the material weaknesses related to
turnover and staffing and income tax provision preparation, the existence of one or more material
weaknesses could result in errors in our financial statements, and substantial costs and resources may be
required to rectify these or other internal control deficiencies. If we cannot produce reliable financial reports,
investors could lose confidence in our reported financial information, the market price of Leap s common
stock could decline significantly, we may be unable to obtain additional financing to operate and expand our
business, and our business and financial condition could be harmed. We cannot assure you that we will be
able to remediate these material weaknesses in a timely manner.

Our internal control over financial reporting was not effective as of December 31, 2005, and our
business may be adversely affected if we are not able to implement effective control over financial
reporting.

Section 404 of the Sarbanes-Oxley Act of 2002 requires companies to do a comprehensive evaluation
of their internal control over financial reporting. To comply with this statute, we are required to document
and test our internal control over financial reporting; our management is required to assess and issue a
report concerning our internal control over financial reporting; and our independent registered public
accounting firm is required to attest to and report on management s assessment and the effectiveness of
internal control over financial reporting. We were required to comply with Section 404 of the
Sarbanes-Oxley Act in connection with the filing of our Annual Report on Form 10-K for the year ended
December 31, 2005. We conducted a rigorous review of our internal control over financial reporting in order
to become compliant with the requirements of Section 404. The standards that must be met for
management to assess our internal control over financial reporting are new and require significant
documentation and testing. Our assessment identified the need for remediation of some aspects of our
internal control over financial reporting. As described above, our internal control over financial reporting has
been subject to certain material weaknesses in the past and is currently subject to material weaknesses
related to turnover and staffing and preparation of our income tax provision. Our management concluded
and our independent registered public accounting firm has attested and reported that our internal control
over financial reporting was not effective as of December 31, 2005. If we are unable to implement effective
control over financial reporting, investors could lose confidence in our reported financial information and the
market price of Leap s common stock could decline significantly, we may be unable to obtain additional
financing to operate and expand our business and our business and financial condition could be harmed.
Our primary business strategy may not succeed in the long term.

A major element of our business strategy is to offer consumers service plans that allow unlimited calls
for a flat monthly rate without entering into a fixed-term contract or passing a credit check. However, unlike
national wireless carriers, we do not seek to provide ubiquitous coverage across the U.S. or all major
metropolitan centers, and instead have a smaller network footprint covering only the principal population
centers of our various markets. This strategy may not prove to be successful in the long term. From time to
time, we also evaluate our service offerings and the demands of our target customers and may modify,
change or adjust our service offerings or offer new services. We cannot assure you that these service
offerings will be successful or prove to be profitable.
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We expect to incur substantial costs in connection with the build-out of our new markets, and any
delays or cost increases in the build-out of our new markets could adversely affect our business.

Our ability to achieve our strategic objectives will depend in part on the successful, timely and
cost-effective build-out of the networks associated with newly acquired FCC licenses, including those
owned by ANB 1 License and LCW Wireless and any licenses we or Denali License may acquire in
Auction #66 or from third parties. Large scale construction projects such as the build-out of our new
markets will require significant capital expenditures and may suffer cost-overruns. In addition, we will
experience higher operating expenses as we build out and after we launch our service in new markets. Any
significant capital expenditures or increased operating expenses, including in connection with the build-out
and launch of markets for any licenses that we or Denali License may acquire in Auction #66, would
negatively impact our earnings and free cash flow for those periods in which we incur such capital
expenditures or increased operating expenses. In addition, the build-out of the networks may be delayed or
adversely affected by a variety of factors, uncertainties and contingencies, such as natural disasters,
difficulties in obtaining zoning permits or other regulatory approvals, our relationships with our joint venture
partners, and the timely performance by third parties of their contractual obligations to construct portions of
the networks.

The spectrum that will be licensed in Auction #66 currently is used by U.S. federal government and/or
incumbent commercial licensees. FCC rules require winning bidders to avoid interfering with these existing
users or to clear the incumbent users from the spectrum through specified relocation procedures. We have
considered the estimated cost and time frame required to clear the spectrum on which we intend to bid in
the auction. However, the actual cost of clearing the spectrum may exceed our estimated costs.
Furthermore, delays in the provision of federal funds to relocate government users, or difficulties in
negotiating with incumbent commercial licensees, may extend the date by which the auctioned spectrum
can be cleared of existing operations, and thus may also delay the date on which we can launch
commercial services using such licensed spectrum. In addition, certain existing government operations are
using the spectrum that is being auctioned at classified geographic locations that have not yet been
identified to bidders, which creates additional uncertainty about the time at which such spectrum will be
available for commercial use.

Any failure to complete the build-out of our new markets on budget or on time could delay the
implementation of our clustering and strategic expansion strategies, and could have a material adverse
effect on our results of operations and financial condition.

If we are unable to manage our planned growth, our operations could be adversely impacted.

We have experienced growth in a relatively short period of time and expect to continue to experience
growth in the future in our existing and new markets. The management of such growth will require, among
other things, continued development of our financial and management controls and management
information systems, stringent control of costs, diligent management of our network infrastructure and its
growth, increased spending associated with marketing activities and acquisition of new customers, the
ability to attract and retain qualified management personnel and the training of new personnel. Failure to
successfully manage our expected growth and development could have a material adverse effect on our
business, financial condition and results of operations.

Our indebtedness could adversely affect our financial health.

We have now and will continue to have a significant amount of indebtedness. As of June 30, 2006, our
total outstanding indebtedness under our amended and restated senior secured credit agreement, referred
to in this prospectus as the Credit Agreement, was $900 million, and we also had a $200 million undrawn
revolving credit facility (which forms part of our senior secured credit facility). On August 8, 2006, we
entered into a bridge credit agreement, or the Bridge Agreement, providing for an $850 million bridge loan
facility, which we may expand by up to $350 million (which amount would
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reduce if we consummate this offering). We plan to raise additional funds in the future. The existing
indebtedness under our senior secured credit facility bears, and any indebtedness under our bridge loan
facility would bear, interest at a variable rate, but we have entered into interest rate swap agreements with
respect to $355 million of our indebtedness.

Our substantial indebtedness could have important consequences. For example, it could:

make it more difficult for us to satisfy our debt obligations;
increase our vulnerability to general adverse economic and industry conditions;

impair our ability to obtain additional financing in the future for working capital needs, capital expenditures,
building out our network, acquisitions and general corporate purposes;

require us to dedicate a substantial portion of our cash flows from operations to the payment of principal and
interest on our indebtedness, thereby reducing the availability of our cash flows to fund working capital needs,
capital expenditures, acquisitions and other general corporate purposes;

limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;
place us at a disadvantage compared to our competitors that have less indebtedness; and

expose us to higher interest expense in the event of increases in interest rates because our indebtedness under
our senior secured credit facility bears, and any indebtedness under our bridge loan facility would bear, interest
at a variable rate. For descriptions of our senior secured credit facility and bridge loan facility, see Management s
Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital Resources
below.
Despite current indebtedness levels, we may incur substantially more indebtedness. This could further increase the
risks associated with our leverage.

We may incur substantial additional indebtedness in the future. Our new bridge loan facility allows us to borrow,
subject to certain conditions, up to $850 million to finance the purchase of wireless licenses in Auction #66 and a
portion of the related build-out and initial operating costs associated with any such licenses. Depending on the prices
of licenses in the auction, we may expand the bridge loan facility by up to $350 million in the aggregate (which
amount would reduce if we consummate this offering). There can be no assurance that we will have access to
additional commitments. Following the completion of Auction #66, when the capital requirements associated with our
auction activity will be clearer, we expect to repay any borrowings under our bridge loan facility with proceeds from
one or more offerings of unsecured debt securities, convertible debt securities and/or equity securities (which may
include proceeds, if any, received upon settlement of the forward equity sale agreements) although we cannot assure
you that such financings will be available to us on acceptable terms or at all.

Depending on which licenses, if any, we ultimately acquire in Auction #66, we may require significant additional
capital in the future to finance the build-out and initial operating costs associated with such licenses. However, we
generally do not intend to commence the build-out of any individual license until we have sufficient funds available to
us to pay for all of the related build-out and initial operating costs associated with such license.

If new indebtedness is added to our current levels of indebtedness, the related risks that we now face could
intensify. See Management s Discussion and Analysis of Financial Condition and Results of Operations Liquidity and
Capital Resources below. Furthermore, any licenses that we acquire in Auction #66 and the subsequent build-out of
the networks covered by those licenses may significantly reduce our free cash flow, increasing the risk that we may
not be able to service our indebtedness.
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To service our indebtedness and fund our working capital and capital expenditures, we will require
a significant amount of cash. Our ability to generate cash depends on many factors beyond our
control.

Our ability to make payments on our indebtedness will depend upon our future operating performance
and on our ability to generate cash flow in the future, which is subject to general economic, financial,
competitive, legislative, regulatory and other factors that are beyond our control. We cannot assure you that
our business will generate sufficient cash flow from operations, or that future borrowings, including
borrowings under our revolving credit facility or bridge loan facility, will be available to us or available in an
amount sufficient to enable us to pay our indebtedness or to fund our other liquidity needs. If the cash flow
from our operating activities is insufficient, we may take actions, such as delaying or reducing capital
expenditures (including expenditures to build out our newly acquired wireless licenses), attempting to
restructure or refinance our indebtedness prior to maturity, selling assets or operations or seeking
additional equity capital. Any or all of these actions may be insufficient to allow us to service our debt
obligations. Further, we may be unable to take any of these actions on commercially reasonable terms, or
at all.

Covenants in our Credit Agreement, Bridge Agreement and other credit agreements or indentures
that we may enter into in the future may limit our ability to operate our business.

Under our Credit Agreement and Bridge Agreement, we are subject to certain limitations, including
limitations on our ability to: incur additional debt or sell assets, with restrictions on the use of proceeds;
make certain investments and acquisitions; grant liens; and pay dividends and make certain other restricted
payments. In addition, we will be required to pay down the secured credit facilities under certain
circumstances if we issue debt, sell assets or property, receive certain extraordinary receipts or generate
excess cash flow (as defined in the Credit Agreement). We will also be required to pay down any
borrowings under our bridge loan facility under certain circumstances if we issue equity or debt, sell assets
or property or suffer a change in control. We are also subject to financial covenants with respect to a
maximum consolidated senior secured leverage ratio and, if a revolving credit loan or uncollateralized letter
of credit is outstanding, with respect to a minimum consolidated interest coverage ratio, a maximum
consolidated leverage ratio and a minimum consolidated fixed charge ratio. The restrictions in our Credit
Agreement and Bridge Agreement could limit our ability to make borrowings, obtain debt financing,
repurchase stock, refinance or pay principal or interest on our outstanding indebtedness, complete
acquisitions for cash or debt or react to changes in our operating environment. Any credit agreement or
indenture that we may enter into in the future may have similar restrictions.

If we default under the Credit Agreement or the Bridge Agreement because of a covenant breach or
otherwise, all outstanding amounts could become immediately due and payable. Our failure to timely file
our Annual Report on Form 10-K for fiscal year ended December 31, 2004 and our Quarterly Report on
Form 10-Q for the fiscal quarter ended March 31, 2005 constituted defaults under our previous senior
secured credit agreement, and the restatement of certain of the historical consolidated financial information
contained in our Annual Report on Form 10-K for the fiscal year ended December 31, 2005 may have
constituted a default under our previous senior secured credit agreement. Although we were able to obtain
limited waivers under our previous senior secured credit agreement with respect to these events, we
cannot assure you that we will be able to obtain a waiver in the future should a default occur.

Rises in interest rates could adversely affect our financial condition.

An increase in prevailing interest rates would have an immediate effect on the interest rates charged
on our variable rate debt, which rise and fall upon changes in prevailing interest rates. As of June 30, 2006,
we estimate that approximately 60% of our debt was variable rate debt after considering the effect of our
interest rate swap agreements. If prevailing interest rates or other factors result in higher interest rates on
our variable rate debt, the increased interest expense would adversely affect our cash flow and our ability
to service our debt.
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The wireless industry is experiencing rapid technological change, and we may lose customers if we
fail to keep up with these changes.

The wireless communications industry is experiencing significant technological change, as evidenced
by the ongoing improvements in the capacity and quality of digital technology, the development and
commercial acceptance of wireless data services, shorter development cycles for new products and
enhancements and changes in end-user requirements and preferences. In the future, competitors may
seek to provide competing wireless telecommunications service through the use of developing technologies
such as Wi-Fi, Wi-Max, and Voice over Internet Protocol, or VolP. The cost of implementing or competing
against future technological innovations may be prohibitive to us, and we may lose customers if we fail to
keep up with these changes.

For example, we have committed a substantial amount of capital to upgrade our network with
1xEV-DO technology to offer advanced data services. However, if such upgrades, technologies or services
do not become commercially accepted, our revenues and competitive position could be materially and
adversely affected. We cannot assure you that there will be widespread demand for advanced data
services or that this demand will develop at a level that will allow us to earn a reasonable return on our
investment.

The loss of key personnel and difficulty attracting and retaining qualified personnel could harm our
business.

We believe our success depends heavily on the contributions of our employees and on attracting,
motivating and retaining our officers and other management and technical personnel. We do not, however,
generally provide employment contracts to our employees. If we are unable to attract and retain the
qualified employees that we need, our business may be harmed.

We have experienced higher than normal employee turnover in the past, in part because of our
bankruptcy, including turnover of individuals at the most senior management levels. We may have difficulty
attracting and retaining key personnel in future periods, particularly if we were to experience poor operating
or financial performance. The loss of key individuals in the future may have a material adverse impact on
our ability to effectively manage and operate our business.

Risks associated with wireless handsets could pose product liability, health and safety risks that
could adversely affect our business.

We do not manufacture handsets or other equipment sold by us and generally rely on our suppliers to
provide us with safe equipment. Our suppliers are required by applicable law to manufacture their handsets
to meet certain governmentally imposed safety criteria. However, even if the handsets we sell meet the
regulatory safety criteria, we could be held liable with the equipment manufacturers and suppliers for any
harm caused by products we sell if such products are later found to have design or manufacturing defects.
We generally have indemnification agreements with the manufacturers who supply us with handsets to
protect us from direct losses associated with product liability, but we cannot guarantee that we will be fully
protected against all losses associated with a product that is found to be defective.

Media reports have suggested that the use of wireless handsets may be linked to various health
concerns, including cancer, and may interfere with various electronic medical devices, including hearing
aids and pacemakers. Certain class action lawsuits have been filed in the industry claiming damages for
alleged health problems arising from the use of wireless handsets. In addition, interest groups have
requested that the FCC investigate claims that wireless technologies pose health concerns and cause
interference with airbags, hearing aids and other medical devices. The media has also reported incidents of
handset battery malfunction, including reports of batteries that have overheated. Malfunctions have caused
at least one major handset manufacturer to recall certain batteries used in its handsets, including batteries
in a handset sold by Cricket and other wireless providers.
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Concerns over radio frequency emissions and defective products may discourage the use of wireless
handsets, which could decrease demand for our services. In addition, if one or more Cricket customers
were harmed by a defective product provided to us by the manufacturer and subsequently sold in
connection with our services, our ability to add and maintain customers for Cricket service could be
materially adversely affected by negative public reactions.

There also are some safety risks associated with the use of wireless handsets while driving. Concerns
over these safety risks and the effect of any legislation that has been and may be adopted in response to
these risks could limit our ability to sell our wireless service.

We rely heavily on third parties to provide specialized services; a failure by such parties to provide
the agreed services could materially adversely affect our business, results of operations and
financial condition.

We depend heavily on suppliers and contractors with specialized expertise in order for us to efficiently
operate our business. In the past, our suppliers, contractors and third-party retailers have not always
performed at the levels we expect or at the levels required by their contracts. If key suppliers, contractors or
third-party retailers fail to comply with their contracts, fail to meet our performance expectations or refuse or
are unable to supply us in the future, our business could be severely disrupted. Generally, there are
multiple sources for the types of products we purchase. However, some suppliers, including software
suppliers, are the exclusive sources of their specific products. In addition, we currently purchase a
substantial majority of the handsets we sell from one supplier. Because of the costs and time lags that can
be associated with transitioning from one supplier to another, our business could be substantially disrupted
if we were required to replace the products or services of one or more major suppliers with products or
services from another source, especially if the replacement became necessary on short notice. Any such
disruption could have a material adverse affect on our business, results of operations and financial
condition.

System failures could result in higher churn, reduced revenue and increased costs, and could harm
our reputation.

Our technical infrastructure (including our network infrastructure and ancillary functions supporting our
networks such as billing and customer care) is vulnerable to damage or interruption from technology
failures, power loss, floods, windstorms, fires, human error, terrorism, intentional wrongdoing, or similar
events. Unanticipated problems at our facilities, system failures, hardware or software failures, computer
viruses or hacker attacks could affect the quality of our services and cause service interruptions. In
addition, we are in the process of upgrading some of our systems, including our billing system, and we
cannot assure you that we will not experience delays or interruptions while we transition our data and
existing systems onto our new systems. If any of the above events were to occur, we could experience
higher churn, reduced revenues and increased costs, any of which could harm our reputation and have a
material adverse effect on our business.

We may not be successful in protecting and enforcing our intellectual property rights.

We rely on a combination of patent, service mark, trademark, and trade secret laws and contractual
restrictions to establish and protect our proprietary rights, all of which only offer limited protection. We
endeavor to enter into agreements with our employees and contractors and agreements with parties with
whom we do business in order to limit access to and disclosure of our proprietary information. Despite our
efforts, the steps we have taken to protect our intellectual property may not prevent the misappropriation of
our proprietary rights. Moreover, others may independently develop processes and technologies that are
competitive to ours. The enforcement of our intellectual property rights may depend on any legal actions
that we undertake against such infringers being successful, but we cannot be sure that any such actions
will be successful, even when our rights have been infringed.
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We cannot assure you that our pending, or any future, patent applications will be granted, that any
existing or future patents will not be challenged, invalidated or circumvented, that any existing or future
patents will be enforceable, or that the rights granted under any patent that may issue will provide
competitive advantages to us. For example, on June 14, 2006, we sued MetroPCS Communications, Inc.,
or MetroPCS, in the United States District Court for the Eastern District of Texas, Marshall Division, Civil
Action No. 2-06-CV-00240-TJW, for infringement of U.S. Patent No. 6,813,497 Improved Method for
Providing Wireless Communication Services and Network and System for Delivering of Same System and
Method for Providing Wireless Communication Services, issued to us. Our complaint seeks damages and
an injunction against continued infringement. On August 3, 2006, MetroPCS (i) answered the complaint,
(i) raised a number of affirmative defenses, and (iii) together with two related entities (referred to in this
prospectus, collectively with MetroPCS, as the MetroPCS entities), counterclaimed against Leap, Cricket,
numerous Cricket subsidiaries, ANB 1 License, Denali License, and current and former employees of Leap
and Cricket, including Leap CEO Doug Hutcheson. The countersuit alleges claims for breach of contract,
misappropriation, conversion and disclosure of trade secrets, misappropriation of confidential information
and breach of confidential relationship, relating to information provided by MetroPCS to such employees,
including prior to their employment by Leap, and asks the court to award damages, including punitive
damages, impose an injunction enjoining us from participating in Auction #66, impose a constructive trust
on our business and assets for the benefit of MetroPCS, and declare that the MetroPCS entities have not
infringed U.S. Patent No. 6,813,497 and that such patent is invalid. MetroPCS s claims allege that we and
the other counterclaim defendants improperly obtained, used and disclosed trade secrets and confidential
information of the MetroPCS entities and breached confidentiality agreements with the MetroPCS entities.
Based upon our preliminary review of the counterclaims, we believe that we have meritorious defenses and
intend to vigorously defend against the counterclaims. If the MetroPCS entities were to prevail in their
counterclaims, it could have a material adverse effect on our business, financial condition and results of
operations.

On August 3, 2006, MetroPCS filed a separate action in the United States District Court for the
Northern District of Texas, Dallas Division, Civil Action No. 3-06CV1399-D, seeking a declaratory judgment
that our U.S. Patent No. 6,959,183 Improved Operations Method for Providing Wireless Communication
Services and Network and System for Delivering Same (a different patent from the one that is the subject of
our infringement action against MetroPCS) is invalid and is not being infringed by MetroPCS and its
affiliates.

Similarly, we cannot assure you that any trademark or service mark registrations will be issued with
respect to pending or future applications or that any registered trademarks or service marks will be
enforceable or provide adequate protection of our brands.

We may be subject to claims of infringement regarding telecommunications technologies that are
protected by patents and other intellectual property rights.

Telecommunications technologies are protected by a wide array of patents and other intellectual
property rights. As a result, third parties may assert infringement claims against us from time to time based
on our general business operations or the specific operation of our wireless network. We generally have
indemnification agreements with the manufacturers and suppliers who provide us with the equipment and
technology that we use in our business to protect us against possible infringement claims, but we cannot
guarantee that we will be fully protected against all losses associated with infringement claims. Whether or
not an infringement claim was valid or successful, it could adversely affect our business by diverting
management attention, involving us in costly and time-consuming litigation, requiring us to enter into royalty
or licensing agreements (which may not be available on acceptable terms, or at all), or requiring us to
redesign our business operations or systems to avoid claims of infringement. See Business Legal
Proceedings Patent Litigation below.

A third party with a large patent portfolio has contacted us and suggested that we need to obtain a
license under a number of its patents in connection with our current business operations. We understand
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license agreements from one or more of such companies. If we cannot reach a mutually agreeable
resolution with the third party, we may be forced to enter into a licensing or royalty agreement with the third
party. We do not currently expect that such an agreement would materially adversely affect our business,
but we cannot provide assurance to our investors about the effect of any such license.

Regulation by government agencies may increase our costs of providing service or require us to
change our services.

The FCC regulates the licensing, construction, modification, operation, ownership, sale and
interconnection of wireless communications systems, as do some state and local regulatory agencies. We
cannot assure you that the FCC or any state or local agencies having jurisdiction over our business will not
adopt regulations or take other enforcement or other actions that would adversely affect our business,
impose new costs or require changes in current or planned operations. In particular, state regulatory
agencies are increasingly focused on the quality of service and support that wireless carriers provide to
their customers and several agencies have proposed or enacted new and potentially burdensome
regulations in this area.

In addition, we cannot assure you that the Communications Act of 1934, as amended, or the
Communications Act, from which the FCC obtains its authority, will not be further amended in a manner
that could be adverse to us. The FCC recently implemented rule changes and sought comment on further
rule changes focused on addressing alleged abuses of its designated entity program, which gives certain
categories of small businesses preferential treatment in FCC spectrum auctions based on size. In that
proceeding, the FCC has re-affirmed its goals of ensuring that only legitimate small businesses benefit from
the program, and that such small businesses are not controlled or manipulated by larger wireless carriers
or other investors that do not meet the small business size tests. We cannot predict the degree to which
rule changes or increased regulatory scrutiny that may follow from this proceeding will affect our current or
future business ventures or our participation in future FCC spectrum auctions.

Our operations are subject to various other regulations, including those regulations promulgated by the
Federal Trade Commission, the Federal Aviation Administration, the Environmental Protection Agency, the
Occupational Safety and Health Administration and state and local regulatory agencies and legislative
bodies. Adverse decisions or regulations of these regulatory bodies could negatively impact our operations
and costs of doing business. Because of our smaller size, governmental regulations and orders can
significantly increase our costs and affect our competitive position compared to other larger
telecommunications providers. We are unable to predict the scope, pace or financial impact of regulations
and other policy changes that could be adopted by the various governmental entities that oversee portions
of our business.

If call volume under our Cricket and Jump Mobile services exceeds our expectations, our costs of
providing service could increase, which could have a material adverse effect on our competitive
position.

During the year ended December 31, 2005, Cricket customers used their handsets approximately
1,450 minutes per month, and some markets were experiencing substantially higher call volumes. Our
Cricket service plans bundle certain features, long distance and unlimited local service for a fixed monthly
fee to more effectively compete with other telecommunications providers. In addition, call volumes under
our Jump Mobile services have been significantly higher than expected. If customers exceed expected
usage, we could face capacity problems and our costs of providing the services could increase. Although
we own less spectrum in many of our markets than our competitors, we seek to design our network to
accommodate our expected high call volume, and we consistently assess and try to implement
technological improvements to increase the efficiency of our wireless spectrum. However, if future wireless
use by Cricket and Jump Mobile customers exceeds the capacity of our network, service quality may suffer.
We may be forced to raise the price of Cricket and Jump Mobile service to reduce volume or otherwise limit
the number of new customers, or incur substantial capital expenditures to improve network capacity.
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We may be unable to acquire additional spectrum in the future at a reasonable cost or on a timely
basis.

Because we offer unlimited calling services for a fixed fee, our customers average minutes of use per
month is substantially above the U.S. wireless customer average. We intend to meet this demand by
utilizing spectrum efficient technologies. There may come a point where we need to acquire additional
spectrum in order to maintain an acceptable grade of service or provide new services to meet increasing
customer demands. We also intend to acquire additional spectrum in order to enter new strategic markets.
However, we cannot assure you that we will be able to acquire additional spectrum at auction, including at
Auction #66, or in the after-market at a reasonable cost, or that additional spectrum would be made
available by the FCC on a timely basis. If such additional spectrum is not available to us at that time or at a
reasonable cost, our results of operations could be adversely affected. In addition, although we have
obtained an $850 million bridge loan facility to provide us with access to additional capital for Auction #66,
borrowings are subject to certain conditions, and we cannot assure you that such additional capital will be
available to us.

Our wireless licenses are subject to renewal and potential revocation in the event that we violate
applicable laws.

Our existing wireles