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In this document, the words “we,” “our,” “olr@nd “us” refer only to QUALCOMM Incorporated amdt any other person or entity.

PART |

Item 1. Business

This Annual Report (including the followingcsien regarding Management’s Discussion and AnalgsiFinancial Condition and Results
of Operations) contains forwatdeking statements regarding our business, findigoiadition, results of operations and prospecterdd suc
as “expects,” “anticipates,” “intends,” “plans,” éheves,” “seeks,” “estimates” and similar expressi or variations of such words are
intended to identify forward-looking statementst are not the exclusive means of identifying fordvdooking statements in this Annual
Report. Additionally, statements concerning futonaters such as the development of new produdtsneements or technologies, sales
levels, expense levels and other statements reganaiatters that are not historical are forward-lngkstatements.

Although forwardeoking statements in this Annual Report reflee good faith judgment of our management, suchrattés can only k
based on facts and factors currently known by esis€quently, forward-looking statements are inhbresubject to risks and uncertainties
and actual results and outcomes may differ mateffim the results and outcomes discussed in ticipated by the forward-looking
statements. Factors that could cause or contribigach differences in results and outcomes inclitteout limitation those discussed under
the heading “Risk Factordfelow, as well as those discussed elsewhere iftiisial Report. Readers are urged not to placeeaingliance ol
these forward-looking statements, which speak aslgf the date of this Annual Report. We undertakebligation to revise or update any
forward-looking statements in order to reflect awgnt or circumstance that may arise after the afateis Annual Report. Readers are urged
to carefully review and consider the various disales made in this Annual Report, which attempidweise interested parties of the risks and
factors that may affect our business, financialditoon, results of operations and prospects.

We were incorporated in 1985 under the lawthefstate of California. In 1991, we reincorpodatethe state of Delaware. We operate
report using a 52-53 week fiscal year ending tse$anday in September. Our 52-week fiscal yeansisbof four equal quarters of 13 weeks
each, and our 53-week fiscal years consist of thBeweek fiscal quarters and one 14-week fiscattquarhe financial results for our 53-
week fiscal years and our 14-week fiscal quartéilsmat be exactly comparable to our 52-week fispedrs and our 13-week fiscal quarters.
Each of the fiscal years ended September 25, ZEember 26, 2004 and September 28, 2003 incRicleBbks.

Overview

In 1989, we publicly introduced the concepttta digital communication technique called CDMAilkkbbe commercially successful in
wireless communication applications. CDMA standsGode Division Multiple Access and is one of thaimtechnologies currently used in
digital wireless communications networks. CDMA dhd other main digital wireless communications textbgies, TDMA (which stands for
Time Division Multiple Access) and GSM (which iSam of TDMA and stands for Global System for M@{ommunications) are the
digital technologies used to transmit a wirelessnghuser’s voice or data over radio waves usingvireless phone operator’s network.
CDMA works by converting speech into digital infaxtion, which is then transmitted in the form ofdio signal over the phone network.
These digital wireless phone networks are comgletane systems comprised primarily of base station&ells,” which are geographically
placed throughout a service or coverage area. Gormenunication between a wireless phone user arda dtation is established, the system
detects the movement of the wireless phone usethencommunication is handed off to another baetiost, or cell, as the wireless phone
user moves throughout the service area.

Because we led, and continue to lead, theldprent and commercialization of CDMA technology awn significant intellectual
property, including patents, patent applicationd tiade secrets, portions of which we license b@iotompanies and implement in our own
products. The wireless communications industry gahyerecognizes that a company seeking to devet@mufacture and/or sell products t
use CDMA technology will require a patent licensa us.
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There are several versions of CDMA technolmpognized worldwide as public cellular standaiide first version, known as cdmaOne,
is a second generation (2G) cellular technologywhees first commercially deployed in the mid-1990ke other subsequent versions of
CDMA are popularly referred to as third generatid®) technologies known commonly throughout thesleiss industry as:

. CDMA2000, including 1X and 1xE-DO (where DO refers to Data Optimize

. Wideband CDMA (WCDMA), also known as Universal Mie Telecommunications Systems (UMTS), includingtHSpeed
Download Packet Access (HSDPA) and High Speed Wiiacket Access (HSUPA); a

. CDMA Time Division Duplex (TDD), of which there@currently two versions, Time Division Duplex CBMTD-CDMA)
and Time Division Synchrono-CDMA (TD-SCDMA).

CDMA2000 and WCDMA are deployed today in comcied mobile phone networks throughout the wortdatidition to increasing voice
capacity, these 3G CDMA technologies enable gretttx capacity at higher data rates.

Our revenues . We generate revenues by licensing portions of div& intellectual property to other manufacturersGIDMA products
(such as wireless phones and the hardware recoiestablish and operate a CDMA wireless netwdRkenues are generated through
licensing fees and royalties on CDMA-based prodsotd by our licensees. We also sell products amdces, which include the following,
all of which are described in greater detail below:

. CDMA-based integrated circuits (also known apshand the related software used in wireless phalso known as
subscriber units and handsets) and wireless nesa

. Radio Frequency and Power Management chips nseieéless phones and sold in conjunction with ©@MA-based
integrated circuits

. Messaging and other services and related equipamehsoftware used by transportation and othempemies to communicate
with and track their equipment flee

. Software products and services related to BREWdlwstands for Binary Runtime Environment for Viéss), a package of
products that enable software developers to ceggibications, or programs, and deliver contentiiobile phones. BREW
offers software products and services to increlasdunctionality and appeal of wireless devicesluding uiOne for
customized user interfaces for mobile phones, pgitols and technical assistance for device matwfars, and the
deliveryOne suite of products which includes the@at Delivery System, the BREW Delivery System @Pand the uiOne
Delivery System; an

. Software and hardware development servi

We make strategic investments to promote dweldpment of new CDMA products as well as the éidopf CDMA technology by more
mobile phone service providers. We also providelpots and services to service providers and otlstomers of Globalstar LLC, a compe
that operates a worldwide, low-Earth-orbit satellibsed telecommunications system.

Our engineering resources. We have significant engineering resources, inclg@ingineers with substantial expertise in CDMA atiter
technologies. Using these engineering resourcegxyect to continue to develop new versions andteehnologies that use CDMA,
develop alternative technologies for certain spizeid applications (including multicast), participan the formulation of new wireless
telecommunications standards and technologies ssistdn deploying wireless voice and data commatioas networks around the world.

Our integrated circuits business. We develop and supply CDMA-based integrated ciscaiitd system software for use in wireless voice
and data communications, multimedia functions dobaj positioning. Our integrated circuit produated software are used in wireless
devices, particularly phones, data cards, andstrature equipment. The wireless integrated disdnclude the baseband Mobile Station
Modem (MSM), Radio Frequency (RF) and Power Manager(PM) devices, as well as the system softwateeelsled within our integrated
circuit products to control the phone and the irdggg circuit functionality. Our wireless phoneeigtated circuits and software perform voice
and data communication, multimedia and global pmsitg functions, conversion between RF and basgk@mnals and PM. Our
infrastructure equipment integrated circuits previde core baseband CDMA modem functionality indperator’'s equipment. Because of
our broad and unique experience in designing amdldging CDMA-based products, we not only designlthseband integrated circuit, but
the supporting system as well, including the RFHdes; PM devices and accompanying software prodiibis approach enables us to
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optimize the performance of the wireless phondfitgith improved product features, as well as thiegration and performance of the
network system. Our design of the system also allG®MA systems and devices manufactured by ouomests to come to market faster.
We provide our integrated circuits and relatedeyssoftware, including reference designs and tools)any of the world’s leading wireless
phone and infrastructure equipment manufactureespl&n to add additional features and capabilitesur future integrated circuit products
to help our customers reduce the costs and siteeofproducts and to simplify our customers’ dagigocesses. We also design and create
multimode and multiband integrated circuits incogtimg other wireless standards for global roanmragkets. In addition, we will continue
provide high quality support to enable our cust@remreduce the time required to design their petaland bring their products to market
faster.

Our asset tracking and messaging business. We design, manufacture and sell equipment and gecsatellite and terrestrial-based two-
way data messaging and position reporting sentcésnsportation companies, private fleets, cowsivn equipment fleets and other
enterprise companies throughout parts of the waithése products permit our customers to trackdbation of their vehicles or other assets
and to communicate with them en route. These pitscartd services use commercially available satediitd wireless terrestrial-based
networks to permit this communication. Our custenmege these products to communicate with driveosiitor vehicle location and
performance and provide automated driver logs, thseleporting, security and enhanced customeicayvOur products, which collect and
transmit this data, are also integrated with owt@mers’ operations software, such as dispatchrpland accounting, so our customers can
better manage their information and operationsngsur asset tracking and messaging infrastructugealso provide a managed wireless
data service, QConnect, to other service providasexample, we provide the QConnect service toliGhet, a provider of outpatient
cardiac telemetry technology services, where weagairthe wireless data service connectivity betwesndioNet mobile monitoring devices
and the CardioNet Monitoring Center.

Our phone software and related services business. We provide our BREW (Binary Runtime Environment Wireless) products and
services to wireless network operators, handsetifaaturers and application developers. We suppertievelopment and delivery of over-
the-air wireless applications and services. The BREoducts and services include the BREW softwaretbpment kit (SDK) for
developers, the BREW applications platform (i.dtvgare programs) and interface tools for device ufiacturers, the uiOne customized user
interface product and services, and the deliveryOmetent Distribution System that enables wiretestsvork operators to distribute content
and applications to the market, and coordinatéiltiag and payment process. The BREW platform sofiware application that provides an
open, standard platform for wireless devices, wiigans that BREW can be made to interface with nsaftyware applications, including
those developed by others. We make the BREW SDHKadobe, free of charge, to any qualified persom@mpany interested in developing a
new software application for wireless communicaidBREW leverages the capabilities available iegrated circuits and system software,
enabling our customers to develop feature-richiagfdbns and content while reducing memory and méing system performance of the
wireless phone itself. In addition to CDMA2000, BREcan be used on wireless phones and other deiaesupport other wireless
technologies, such as GSM, General Packet Radie@y$PRS), Enhanced Data Rates for GSM EvoluidGE) and WCDMA. We also
provide QChat, which enables push-to-chat functignan CDMA-based wireless devices, and QPointicifenables operators to offer
enhanced 911 (E911) wireless emergency and otbatidm-based applications and services.

Subscriber growth . In June 2005, EMC World Cellular Information SeeviEMC), a researcher and publisher of wirelesastrgt marke
intelligence, forecast that there will be 2.2 bilimobile phone users, also referred to as sulessriby the end of this calendar year and that
the figure will grow to nearly 3.2 billion globallyy the end of 2010. In April 2005, In-Stat/MDRpm@vider of research, assessments and
market forecasts of semiconductor and advanced comcations equipment and services, published arregtimating that CDMA2000 and
WCDMA will capture the largest market share in terof number of subscribers by 2009.

The CDMA Development Group (CDG) is an intéim@al consortium of companies that joined togetbdead the adoption and evolution
of CDMA wireless systems around the world. CDG répsubscriber information which includes 2G cdma@nd 3G CDMA2000.
According to the CDG, wireless networks based ah bkdmaOne and CDMA2000 have been commerciallyoyepl in 73 countries around
the world. As reported by CDG, worldwide CDMA subbers grew by 27% during the year ended June 200%0re than 270 million,
including nearly 186 million 3G CDMA2000 subscribend approximately 84 million 2G cdmaOne subscsibe

CDMA is the leading mobile phone technologWNiorth America with market share of 47% at Junex28€cording to the CDG. As
reported by the CDG, the North America CDMA markas more than 100 million subscribers at June 2@psesenting annual growth of
17%. In the Asian Pacific market, the largest astdst-growing region for COMA, CDMA
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operators added more than 27 million subscribersgihe year ended June 2005, bringing the tatedlver of CDMA subscribers in this
region to over 116 million, an increase of 31% awer prior year. In January 2002, China Unicom tdngd its nationwide CDMA network,
and as of September 2005, China Unicom announegdt thad nearly 32 million CDMA subscribers. IntinrekAmerica and the Caribbean, the
number of CDMA subscribers grew by 41% during tearyended June 2005, reaching more than 49 mitimugh 41 CDMA operators.

Next generation technologies. The primary 3G standards commonly referred to thhout the wireless industry are CDMA2000,
WCDMA, and TDD which includes TD-CDMA and TD-SCDMA&DMA2000 was first deployed commercially in OctoB800 in South
Korea. The first commercial deployment of WCDMA viaslapan in October 2001. Another 3G technolodd,SICDMA, is being consideri
for launch in China. Within the CDMA2000 family,ethigher speed CDMA2000 IXEV-DO was first deplogedimercially in January 2002
in South Korea and has been commercially deployetPboperators worldwide as of August 2005. CDMARIKEV-DO continues to evolv
with CDMA2000 IXEV-DO Revision A and future enhaneents, which will allow operators to introduce wiaver Internet protocol, multi-
megabit-per-second speeds, multimedia and broadapabilities in the coming years.

According to data from a large portion of aggers around the world through September 2005:

3G subscribers to wireless opera’ services grew to at least 213 million worldwir

There are at least 159 commercial 3G opera

South Korea has over 35 million CDMA2000 subscish

There are at least 15 million IXi-DO subscribers, including over 11 million in Soltbrea; anc

In the United States, there are 17 operatorshidnad commercially deployed CDMA2000 1X, making CBRO0O0 IX the first
3G technology to be commercially available in Noktherica.

As of September 2005, nearly 700 different el@df CDMA2000 handsets are being sold acrosnatlkets, according to public reports
made available at www.cdg.org. Based on data fréange portion of operators around the world, trereeat least 35 million WCDMA
subscribers as of September 2005, including nd&lyillion in Japan with the remainder primarilg#ted in Europe. The WCDMA family
includes HSDPA, which is in trial phase, HSUPA aiger future enhancements with increasing capwlaihid data speeds.

Further investments. We continue to invest heavily in research and dgweknt in a variety of ways, to grow our earningd extend the
market for our products and services.

We continue to develop and commercialize tgederation CDMA-based technologies, such as CDMR2IX, 1XxEV-DO, Scalable
Bandwidth EV-DO, WCDMA, HSDPA and HSUPA. These teglogies support more efficient voice communicatidmmoadband access to
the Internet, multimedia services, delay sensgipplications (including voice over Internet prothaadeo telephony, push-to-talk and
multiplayer gaming) and other revenue-generatimgices, in turn accelerating the growth of CDMA. the same time, we are working to
fulfill the growing demand for affordable, voicerteéc CDMA phones within the emerging entry-levedrket through various efforts
including the introduction of Single Chip (SC) sidis, streamlined test and certification processwbthe aggregation of device
procurements. With regards to our EV-DO technolagy have improved its value, performance and eca®through the integration of
several enhancements, and several leading mantdetire planning to sell laptop PCs with embedeéddO by the end of 2005.

We also continue to develop and commerciatinétimode, multiband and multinetwork products teatbody technologies such as GSM,
GPRS, EDGE, Bluetooth, Wireless Fidelity (Wi-Fi)niMersal Serial Bus (USB), Forward Link Only (FL@rthogonal Frequency Division
Multiplexing (OFDM), Global System for Mobile Commigations-Mobile Application Port (GSM-MAP), Intemi Standard 41 (IS-41) and
Internet Protocol-based (IP-based) core networkes céhtinue to support multiple mobile client softer@nvironments in our multimedia and
convergence chipsets, such as BREW, Java, Windossl®) PalmOS and Linux.

We continue to develop on our own, and withmartners, new innovations that are integratea auir product portfolio to further expand
the market and enhance the value of our produdsarvices. These products and features includeVBREDnNe, deliveryOne, OmniOne,
gpsOne, QChat, Qtunes, QConcert, Qtv, Q3Dimens)ocamera, Qcamcorder, QVideophone, Secure MSM, compadia extension (CMX
mobile display digital interface (MDDI), next-geadion voice codec (4GV), Platinum Multicasting aviddiaFLO. At the same time, we are
very active within several standards bodies, siscBréaGeneration Partnership Project (3GPPY Beneration Partnership Project 2 (3GPP2),
Institute for Electrical and Electronic EnginediSEE) and Open Mobile Alliance (OMA), to ensuregbénnovations are (1) universally
implemented to support economies of scale anch(8japerable with existing and future mobile comioation services to preserve ongoing
investments. These innovations are expected tdeoab customers to improve the performance orevalutheir existing services, offer these
services more affordably, and introduce new reveyereerating services well ahead of their competit@®@DMA network service providers
also benefit from these innovations through incedasumbers of subscribers, handset replacementiaeme@sed annual revenues per user.
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Wireless Local Area Networks (WLAN), such asM/ are complementary to Wide Area Networks (WABch as CDMA2000 and
WCDMA. They both provide affordable high-speed Wass access to the Internet. The limited coverdfgeenl by Wi-Fi is well suited for
private networks (e.g., enterprises, campuses anmks) and certain public “hot spot&'’d., airports, conference halls and coffee shapsgye
data usage is expected to be high in a limitedapetand stationary environment; whereas, 3G CDM#warks are ideally suited for
geographically diverse voice and data coverage, (@tees, highways and neighborhoods) and in emvirents where public access to the Wi-
Fi network is blocked due to a firewall (e.g., Bwt’'s enterprise). We may incorporate this OFDMdzhstandard into our future multimode
3G CDMA chipsets as we continue to identify anegnate other complementary wireless technologimsaar chipsets.

We are also developing our MediaFLO Media fiistion System (MDS) and OFDM-based FLO technoltmgptimize the low cost
delivery of multimedia content to multiple wirelessbscribers simultaneously, otherwise known asacadting. As part of the
standardization of FLO technology, the FLO Forumv{wfloforum.org) was established in fiscal 2005. date, 24 members have joined the
FLO Forum, including leaders from across the mobdetent distribution industry. Our subsidiary, N&eLO USA, Inc. (MediaFLO USA),
plans to deploy and operate a nationwide mediaestork based on our FLO technology. MediaFLO USAwsge nationwide 700 MHz
spectrum for which we hold licenses to deliver highality video and audio programming to wirelesssauibers. Additionally, MediaFLO
USA plans to procure and distribute content whieghwill make available wholesale to our wirelessrap@ customers. The MediaFLO USA
network will require access to third generationnoeks (CDMA or WCDMA) operated by our wireless ogar customers for activities such
as subscription management. We believe that thecseprovided by MediaFLO USA will serve to complent many of the wireless
operators’ third generation network offerings.

Consistent with our strategic approach overghst fifteen years, we intend to continue ourvacupport of CDMA-based technologies,
products and network operations to grow our royadtyenues and integrated circuit and software ne@enWe also plan to continue to broi
grant royalty-bearing licenses to our patentedneldgies and software applications under fair aabonable terms and conditions that are
free from unfair discrimination. From time to timge may also make acquisitions to meet certaimiglolgy needs, to obtain development
resources or to pursue new business opportunit@sexample, in October 2004, we completed theiaitoguns of Iridigm Display
Corporation (Iridigm), a display technology compaagd Trigenix Limited (Trigenix), a mobile useterface company. Iridigm’s display
technology, known as iMoD, enables high-resolutarmobile devices, while providing lower power comption and other benefits. Our
acquisition of Trigenix complements our BREW prodoifferings by enhancing the capabilities of ourBBR uiOne user interface and
providing other benefits. In August 2005, we congadethe acquisition of ELATA, Ltd. (ELATA), a dexmder of mobile content delivery and
device management software systems, which systenteawe integrated into our “deliveryOne” familyRREW product offerings. In
August 2005, we announced our intention to acdeimeion Technologies, Inc. (Flarion), a develope®athogonal Frequency Division
Multiplexing Access (OFDMA) technology. This acgti@n is anticipated to close in the first halffafcal 2006, pending regulatory approval
and other customary closing conditions. Our actjaisiof Flarion is intended to broaden our abitiyeffectively support operators who may
prefer an OFDMA or a hybrid OFDM/CDMA/WCDMA netwoglternative for differentiating their services.eTaddition of Flarion’s
intellectual property and engineering resourcekaislo supplement the resources that we have giedicated over the years towards the
development of OFDM/OFDMA technologies.

We plan to continue to make strategic investisien operators (also known as wireless phoneabpes, wireless network operators,
wireless service providers or wireless operatdic®nsed device manufacturers and start-up compdiné we believe open new markets for
our technology, support the design and introduatibnew products or possess unique capabilitigsamology. Most of our strategic
investments entail a high degree of risk and vatl Ilecome liquid until more than one year fromdate of investment, if at all. To the extent
such investments become liquid and meet our sicatdgectives, we intend to make regular periodies of our interests in these investm
that are recognized in investment income (expemsapme cases, we make strategic investmentglinstage companies, which require us
to consolidate or record our equity in losses obthcompanies. These losses will adversely affactimancial results until we exit from or
reduce our exposure to these investments. We atside financing to CDMA operators to facilitateetmarketing and sale of CDMA
equipment by licensed manufacturers. In fiscal 208 sold our controlling interests in two CDMA ogtrs in Brazil (the Vésper Operating
Companies). We plan to continue to reduce the lef/glvestment in wireless operators, other thaestments in our MediaFLO USA
subsidiary, from the levels of fiscal 2003 and loefo
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Giving Back. At QUALCOMM, we are not only committed to being gboorporate citizens, but also good neighbors éncttmmunities
we call home. We contribute collectively as a cogbon, and we participate in ways that touch pe'sgdives on a personal level. We
encourage our employees to give their time andiderable talents to the community, and their sigaiit volunteer efforts are evident in, for
example, schools, the arts, feeding the homelassenving on the advisory boards of not-for-profiganizations. We make donations to
community causes, with a focus on programs thanpte education, health and human services, andrewdind the arts. Our charitable giv
programs include our active and ongoing employetirag grant program, which matches a certain lefelonations made by employees to
qualifying organizations, and educational givinggts as engineering partnerships with universitiésnded to make a sustainable difference
in educational systems in the various regions iiciwvkve do business. Our charitable giving and vidanprograms are based on respect for
community organizations, cooperative leadershipetggment and philanthropic creativity.

Wireless Telecommunications Industry Overview

The International Telecommunications Union)Ts a telecommunication standards setting orgdiuim that is recognized as an impar
international organization within which governmeatsl the private sector work together to advanealgévelopment of international
standards for communications technology. The IT8tésmdardization activities foster the growth of rteehnologies, such as mobile
telephony, mobile broadcast and mobile Internetyelsas the emerging global information infrasture which handles a mix of voice, data
and multimedia signals. The ITU develops internalty-agreed upon technical and operating standarftsster seamless interconnection of
the world’s communication networks and their subsys. As the world of telecommunications, informattechnology and media content
distribution rapidly converge, the role of the IT8J)to forge new recommendations that promote ttexaperability of equipment and facilite
the development of advanced communication netwdikes.ITU identifies sound technical recommendatiand develops them into
internationally recognized ITU standards.

The Telecommunications Industry AssociatiotAjTis a U.S.-based non-profit trade associatiawigg the telecommunications
technology industry. The TIA provides a forum ft& inember companies, which manufacture or supglyptbducts and services used in
global communications. Through its voluntary staddaetting committees, the TIA facilitates themperability of new communications
networks with the stated objective of working todsaa competitive and innovative market environm&hé TIA is a major contributor of
voluntary industry standards that support glotedérand commerce in communications products aridrags

Standards Development Organizations (SDO)dtieg, among others, TIA and Alliance for Telecommitations Industry Solutions
(ATIS) in the United States, European Telecommuiuoa Standards Institute (ETSI), Telecommunicai®echnology Association (TTA)
Korea, Association of Radio Industries and Busiag$#RIB) in Japan, China Communications StandAsg®ciation (CCSA), and the
Institute for Electrical and Electronic EnginediSEE), are non-profit voluntary standards, trade professional associations that serve the
telecommunications technology industry. Throughrtherldwide activities, these organizations wonkcionjunction with the ITU, to develop
common specifications to facilitate global busindsgelopment opportunities. They each provide &etdocused forum for their member
companies, which manufacture or supply productssandgices used in global communications. They fasilitate the interoperability of new
communications networks with a stated objectivevorking towards a competitive and innovative mask@tironment. Each organization
contributes voluntary industry standards that supglobal trade and commerce in communications petgland systems.

None of these organizations have the enforoemghority or the ability to protect intellectyaoperty rights. Today, these organizations
generally ask participating companies to declarethér they believe they hold patents essentiatdarpliance with a particular standard and,
if so, whether they are willing to license suchegmis on terms and conditions that are fair, redslerand free from unfair discrimination (and,
in some instances, whether the patent holder Isgito license royalty free).

Usage of mobile phones and other types ofl@ssetelecommunications equipment has increasedatially in the past decade. It is
estimated that there will be nearly 3.2 billion ritelsubscribers worldwide by 2010, based on forescamde by EMC as of June 2005.
Growth in the market for wireless telecommunicagiservices has traditionally been fueled by deniandoice communications. There have
been several factors responsible for the increadmgand for wireless voice services, including:

. lower cost of wireless handsets, joined with amdasing selection of appealing mobile devi
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. lower cost of service, including f-rate and bundled lo-distance calling plan:

. an increasingly mobile workforce with increaseddém wireless voice communicatior

. a consumer base that desires to be accessiblepefioand entertained within a mobile environm
. increased coverage, roaming, privacy and calltglafivoice transmission:

. wireless networks becoming the primary commuigostinfrastructure in developing countries dugh®higher costs of and longer
time required for installing wireline networks; a

. regulatory environments worldwide favoring increisempetition in wireless telecommunicatio

In addition to the tremendous demand for wislvoice services, wireless service providergnareasingly focused on providing
broadband wireless access to the Internet, asawetiultimedia entertainment, messaging, mobile ceroenand position location services.
These services have been aided by the developmdmenmercialization of 3G wireless networks andhia@dsets which are capable of
supporting higher data rates that incorporate @&n-mcreasing array of new features and functityadiuch as assisted GPS-based position
location, digital cameras with flash and zoom cdfigds, internet browsers, email, interactive gamausic and video downloads and
software download capability (e.g., QUALCOMM'’s BREMAtform). In March 2005, the Yankee Group, a glaharket intelligence and
advisory firm in the technology and telecommunimasi industries, estimated that nearly 1.5 billieogle will be using mobile data services
by 2009 and the revenue produced from these serviteaccount for 21% of total service revenue Matide. We believe the growing
availability of 3G-enabled handsets capable ofgraring a wide variety of consumer and enterprigdieations will accelerate the demand
for many wireless data services on a global basistlaus lead to an increased replacement rate bilendevices to those using our technol
and integrated circuits. Affordable wireless braamtlh data connectivity is important to the consuamat enterprise, and its demand will
continue to drive the evolution of wireless stanidar

The adoption of wireless standards for mobiemunications within individual countries is gealr determined by the
telecommunication service providers operating osthcountries and, in some instances, local gowemhnegulations. Such determinations
are typically based on economic criteria and threise provider’s evaluation of each technology’digbto provide the features and
functionality required for its business plan. Mtinan a decade and a half ago, the European Comnueitloped regulations requiring the
use of a telecommunication standard known as Gigpstlem for Mobile Communications, commonly refdrre as GSM, a TDMA-based
technology. According to EMC, the use of this setganeration wireless standard has spread throtigieworld and is currently the basis
for approximately 73% of the digital mobile commeations in use. More than one-third of the moreth& billion GSM subscribers are
expected to migrate to third generation CDMA sersibefore the end of this decade.

The Evolution of Wireless Standards

The significant growth in the use of wirelggmnes worldwide and demand for enhanced netwardtifanality requires constant
innovation to further improve network reliabilitgxpand capacity and introduce new types of servibesneet these requirements,
progressive generations of wireless telecommunminatiechnology standards have evolved.

First Generation. The first generation of wireless telecommunicatjonisiely deployed by the late 1980s in most ofdegeloped world,
was based on analog technology. While this gemerduelped introduce the adoption of cellular wissléelecommunications by some
business and consumer users, the technology waacthidzed by inherent capacity limitations, minimmano data transfer capabilities, lack
of privacy, inconsistent service levels and siguaifit power consumption.

Second Generation. As the deployment of mobile phone systems grewlithigations of analog technology drove the devebent of
second generation, digital-based technologies.r®egeneration digital technology provided for sfgpaintly enhanced efficiency within a
fixed spectrum as well as greatly increased vo#geacity compared to analog systems. Second gemetathnologies also enabled numerous
enhanced services, including paging, e-mail, faibsjraonnections to computer networks, greatergmyy lower prices, a greater number of
service options and greater fraud protection. H@xedata services (email, fax, computer connectiaese generally limited to low speed
transmission rates. The main second-generatiotatizgllular technologies are CDMA, called cdma®@néS-95A/B, a technology we
developed and patented, North American TDMA, PD€r¢Bnal Digital Cellular—a variant of North AmencaDMA), and GSM, also a
form of TDMA.
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Some of the advantages of CDMA technology dath analog and TDMA and GSM-based technologielsiéie increased network
capacity, network flexibility, compatibility withniternet protocols, higher capacity for data antefesccess to data (Internet), higher data
throughput rates and easier transition to 3G ndtsv@dSM has the benefits of roaming due to its wwderldwide deployment, and, for the
near term, lower priced low-end handsets.

Many GSM operators are deploying 2.5G mobéeket data technologies, such as GPRS and EDGEfEatl Data Rates for GSM
Evolution) in areas serviced by GSM, as a bridgeannology, while they wait for 3G WCDMA devicestiecome more readily available ¢
affordable and can justify the expense of upgrathedr GSM system to provide WCDMA service. We ax believe that GPRS and EDGE
effectively compete with 3G CDMA-based packet daevices, either on a cost/bit transmitted or perénce basis

Third Generation. As a result of demand for wireless networks thaidianeously carry both high speed data and voaféd, several 3G
wireless standards were proposed to the ITU byriatyeof SDOs. These proposals included both CDMAd TDMA-based technologies. A
technology standard selected for 3G must efficjesutipport significantly increased data speeds aoased voice and data capacity, thereby
enabling new and enhanced services and applicatimisas mobile e-commerce, position location aobile multimedia web browsing,
including music and video downloads.

CDMA-Based 3G Technology. In May 2000, the ITU adopted the 3G standard knes/hMT-2000, which encompasses five terrestrial
operating radio interfaces, three of them basedurrCDMA intellectual property.

The three IMT-2000 CDMA radio interfaces are:

(1) CDMA Multicarrier (MC). This is also callddC-CDMA and CDMA2000. It includes CDMA2000 1X, CDA2000 3X, 1XxEV-DO,
and 1xE\-DV;

(2) CDMA Direct Spread (DS). This is also cdl&CDMA (Wideband CDMA) and UTRA-FDD (Universal Testrial Radio-Access
Frequency Division Duplex

(3) CDMA TDD. There are two versions of CDMA DDTD-CDMA, also known as UTRA-TDD (Time Divisionuplex), and TD-
SCDMA. Effectively TE-CDMA and TC-SCDMA are different radio interfaces, but are diéess as one by the ITL

There are two IMT-2000 radio interfaces that ot based upon CDMA:

(4) TDMA Single Carrier. This is also called iversal Wireless Communication-136 (UWC-136). Theimparts are based upon the
TIA/EIA -136 standard for TDMA and EDG

(5) FDMA/TDMA. This is also called Digital Enhanced Gitess Telephone (DECT

The two current commercial versions of CDMAQG@Ge: CDMA2000 1X and 1XEV-DO. These versionsaipair of 1.25 megahertz
(MHZz) channels to provide both voice and high-spe&dless data communications. CDMA2000 1X/1xEV-Diiizes the same standard
channel bandwidth as existing cdmaOne systemsaanalyesult, is compatible with wireless telecomitations operators’ existing network
equipment, making the migration to 3G simple arfdrdfible. We believe CDMA2000 1X provides approxietatwice the voice capacity of
cdmaOne and six to eight times that of TDMA-basetivorks. Position location technology, accomplistiedugh a hybrid approach that
utilizes signals from both the GPS satellite cdfetien and CDMA cell sites, enables CDMA systenewgtors to meet the Federal
Communications Commission (FCC) mandate requiriirgless operators to implement enhanced 911 (E®irgé)ess emergency location
services and offer other commercial location basgdices. In the future, updates of CDMA2000 1X &rHV-DO are expected to further
increase performance. Other enhancements, suchlisast services, higher-resolution displays, Emigattery life, push-to-talk services and
voice over Internet protocol are becoming availablemprove the user experience and operator iafity. The price differential between
low-end third generation CDMA2000 handsets and Gfakdsets is diminishing.

Commercial deployment of CDMA2000 1X begaictober 2000 in South Korea. As of August 2005¢ppérators in 46 countries offer
CDMA2000 1X services on a commercial basis to ntloa@ 153 million subscribers (nhot including 1xEV-B0bscribers). Over 50 wireless
equipment manufacturers currently offer CDMA200@dsets or modem cards.
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Commercial deployment of CDMA2000 1xEV-DO bega January 2002 in South Korea with the introghucbf SKT's high-speed
mobile multimedia and broadcast service called 8JuAs of September 2005, SKT and KTF reported ntiba@ eleven million CDMA2000
1xEV-DO subscribers in Korea accounting for mo@ntB0% of the nation’s total mobile subscriber b&tbaer prominent carriers such as
Verizon Wireless and Sprint in the United StateBKin Japan, VIVO in Brazil and Telstra in Ausieahave deployed 1XEV-DO network
equipment in numerous markets and are expandingrage nationwide. Today, more than 80% of the CDibikket is in various stages of
1XEV-DO deployments and trials. As of August 2008 operators in 13 countries offer CDMA2000 1xEV-Bé&vices on a commercial
basis to more than 15 million subscribers. Thedgpowth of CDMA2000 1xEV-DO subscribers is expéd continue as more operators
begin to offer the service and the cost of pro\gdime wireless broadband service becomes moredatite and attractive through lower cost
handsets, additional network enhancements, the aatiizeof the technology into laptops and increasmdpetition between operators.
Recently, three major laptop computer companiespize, Dell, and HP, have announced laptop productgporating 1XEVBO technology

The European Community and Cingular, a UnB&ates carrier, have focused primarily on the UTIH2D radio interface of the IM00C
standard, known as WCDMA, which is based on ouredythg CDMA technology (as are all of the CDMA radnterfaces of the IMT-2000
Standard). The majority of the world’s leading Méss phone and infrastructure manufacturers (nizme 60) have licensed our technology
for use in WCDMA products, enabling them to utilibéis WCDMA mode of the 3G technology. This inclsdbe following major wireless
equipment suppliers: Agilent, Alcatel, BenQ, ErmssFujitsu, Hitachi, Kyocera, LG Electronics, LatePanasonic, Mitsubishi, Motorola,
Pantech & Curitel, NEC, Nokia, Nortel, Novatel Wass, Samsung, Sanyo, Sharp, Siemens, Sierra 84ratel Toshiba, among othele
expect a significant growth in the WCDMA subscribasse over the next five years, mostly in JapahifleNTT DoCoMo), Europe, China
and the United States (led by Cingular); thus, aeehallocated a significant amount of engineenmggduction and business resources to
adequately support this large growth opportunity.

The three ITU 3G CDMA radio interfaces aretesed on the underlying core principles of CDMéhteology; however, the CDMA2000
mode enables a direct and more economical convefsicurrent cdmaOne networks. While the WCDMAeiéss air interface does use
CDMA technology, the core network has been spalficlesigned to be compatible with the GSM corevek, which is why it is expected
that most GSM operators will migrate to WCDMA ratiiean to CDMA200Q We will continue to develop integrated circuits @DMA2000
and WCDMA and expect to develop integrated circiaitsall 3G versions based on CDMA when commergiaibrthwhile. In addition, our
intellectual property rights include patents esséid implementation of each of the 3G CDMA altatine standards, and the royalty rate t
paid to us by each of our current 3G subscriberlioginsees for sales of its licensed 3G CDMA (rdtgss of whether it is CDMA2000,
WCDMA, TD-CDMA or TD-SCDMA) subscriber productsii® less than the rate that such licensee will pajt$ licensed second
generation cdmaOne subscriber products.

These 3G CDMA versions (CDMA2000, WCDMA, TD-812 and TD-SCDMA) from a technological perspectieguire separate
implementations and are not interchangeable. Whddundamental core technologies are derived f8B®MA and, in addition to other
features and functionality, are covered by our matehey each require unique infrastructure prtgjuetwork design and management.
However, subscriber roaming amongst systems usifegeht air interfaces is made possible throughtimode wireless devices.

Operating Segments

Consolidated revenues from international austs as a percentage of total revenues were 829 an@ 77% in fiscal 2005, 2004 and
2003, respectively. During fiscal 2005, 37% and 2if%ur revenue was from customers and licensessdbia South Korea and Japan,
respectively, as compared to 43% and 18% durirglfid004, respectively, and 45% and 15% duringafi2f03, respectively.

Risks related to our conducting business waitstomers and licensees outside of the United Staitedescribed in Risk Factors — “We are
subject to the risks of our and our licensees cotiig business outside of the United States.” Addél information regarding our operating
segments is provided in the Notes to our Cons@ti&inancial statements. See “Notes to Consolidaitgzhcial Statements, Note 10 —
Segment Information.”
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QUALCOMM CDMA Technologies Segment (QCT)

QCT is a leading developer and supplier afgnited circuits and system software for wirelessevand data communications, multimedia
functions and global positioning products. QCT'®darated circuits and system software are usedrglegs handsets and infrastructure
equipment. These products provide customers withracked wireless technology, enhanced componergratien and interoperability, and
reduced time to market. QCT products are sold toynedi the world’s leading wireless handset, data @ad infrastructure manufacturers. In
fiscal 2005, QCT shipped approximately 151 millld&M integrated circuits for CDMA wireless devicesndwide. QCT revenues
comprised 58%, 64% and 63% of total consolidatedmaes in fiscal 2005, 2004 and 2003, respectividlyee major customers, LG
Electronics, Motorola Inc. and Samsung Electroiompany, constitute a significant portion of Q€Tévenues, such that the loss of any
of these customers could potentially reduce ouemaes and harm our ability to achieve or sustatetable levels of operating results.

QCT's integrated circuit products, includifgetMSM, RF and PM devices and the related soft@aedble phone manufacturers to design
very small, feature-rich handsets with longer sktgnaihd talk times that support existing cdmaOne3®dervices, and enable data card
manufacturers to design modems that insert inttmpapomputers to facilitate access to the Intevigetvireless networks. For wireless
infrastructure manufacturers, QCT offers integratiecuits and system software that provide wirelktasdards-compliant processing of voice
and data signals to and from wireless handsetddiition to the key components in a wireless syst@@iT provides our customers with
system reference designs and development tookststdan customizing features and user interfaceisitegrate our products with compone
developed by others, and to test interoperabilith wxisting and planned networks. QCT is alsoa@lpsaligned with manufacturers and
operators in product plans, design specificationtsdevelopment timelines.

The 1xXEV-DO technology is designed to provieléable, cost-effective and always-on wirelessadatd Internet access to consumers. It is
fully compatible with existing cdmaOne and CDMA200R technologies and has been standardized asfoidwt CDMA2000 mode of the
3G standard. The 1xEV-DO technology can be embeufdphones, laptop and handheld computers, ana fi¢eel, portable and mobile
devices to enable manufacturers to deliver produittsaccess to services that were previously ambilable through wired connections to
the Internet or to enterprise networks. The 1xEV-#@€hnology also allows operators to leverage ttgirent infrastructure investment and
maintain compatibility with existing phone equiprewe designed and developed a complete packagediicts, including both
infrastructure and phone integrated circuits, ippsurt of the industry-wide movement to standardilexelop and deploy 1xEV-DO
technology in CDMA2000 networks.

Leveraging our expertise in CDMA, we have deped integrated circuits for manufacturers andajees deploying the WCDMA version
of 3G. More than 30 wireless device manufacturesselselected our WCDMA products that support GSMIGPWCDMA and HSDPA, for
their devices. To support near-term commercial nekwoll-outs, we have also completed interopeighiésting with global infrastructure
providers representing wireless network operataddwide using test devices based on our integreitedit products.

Our MSM integrated circuit products are oftkon four distinct platforms in order to addressdific market segments and offer products
tailored to the needs of users in those variouketa@egments. The Value Platform addresses entej+earkets and enables voice-centric
and basic data wireless phones. The Value Platiioclndes our Single Chip (SC) product family, thdustry’s first single-chip CDMA2000
1X products targeted at lowering overall handsetscand driving the broader adoption of high-sptegd services in emerging markets. We
expect to ship samples of the SC family of prodircte first quarter of fiscal 2006.

The Multimedia and Enhanced Multimedia Platferare designed to facilitate the rapid adoptiohigii-speed wireless data applications.
Features from the Multimedia and Enhanced Multimdélatforms include support for multi-megapixel eaas, videotelephony, streaming
multimedia, audio, 3D graphics and advanced pasitigation capabilities. There are more than 12@roercial devices currently available
based on our CDMA2000 Multimedia Platform MSM650@ &nhanced Multimedia Platform MSM6550 integrateduits. More than 110
WCDMA/HSDPA devices based on Multimedia Platform M50 and Enhanced Multimedia Platform MSM6275gdné¢ed circuits are
currently either in design or are commercially &éalgle. The MSM6275 was our first high performanc&HPA integrated circuit shipped to
customers in the first quarter of fiscal 2005.Ha first quarter of fiscal 2006, we shipped sampfesur second generation HSDPA integrated
circuit, the MSM6280, which supports data speedspato 7.2 megabits per second to enable the dewotof advanced data and multime
services among wireless subscribers worldwide. MIB&16280 integrated circuit also integrates advaneeeiver technologies for increased
data throughput and network capacity.
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The Convergence Platform enables portablenkasj high-fidelity entertainment, interactive 3@hgng and other advanced multimedia,
connectivity and position location applications ehhare easily integrated to enable the conveniehugreless devices and the next
generation of wireless capabilities. In fiscal 2088 shipped samples of the dual-CPU MSM7500 Cayeraze Platform single-chip product,
which addresses CDMA2000 1X, CDMA2000 1xEV-DO, CDRDR0 1xEV-DO Revision A and GSM/GPRS air interfaged incorporates
popular digital electronics functionalities intoreless devices.

Our Cell Site Modem (CSM) integrated circuibgucts are the primary integrated circuits in eeleiss operator’s base station equipment.
In fiscal 2005, we shipped samples of the CSM68M0CDMA2000 1XEV-DO Revision A infrastructure eguient, which provides a
seamless migration path to the next evolution oM222000. Revision A enables rich wireless multimesiégvices such as higipeed transft
of bandwidth-intensive files (including high-qugliictures, video and music) and interactive 3D iganas well as multicasting services
powered by our FLO technology. The CSM6700 prodsicbmpatible with IS-95 and CDMA2000 1X Revisiorstandards.

Our gpsOne position-location technology isnore than 150 million gpsOne-enabled handsetsvgotttiwide. Enabling a range of more
than 200 consumer and enterprise location-baseitesraround the globe, gpsOne supports four moflegeration across a variety of
terrains: Hybrid Mobile Station-Assisted GPS (GloBasitioning System) enables a location fix whesrer call can be placed; Mobile
Station-Assisted GPS provides extreme sensitivit$PS signals across a broad range of environmidiotsije Station-Based GPS provides
repetitive fix capabilities that are ideal for nga&fdion, tracking and games; and Standalone GPSemnatisitioning in off-network scenarios.
Compatible with all major air interfaces, the gpsQechnology is the industry’s only fully-integrdteireless baseband and GPS product, anc
has enabled CDMA system operators to cost-effdgtimeet the FCC’s E911 mandate.

In order to provide optimized system produets,expanded our portfolio of power managemengiatied circuits to address all market
segments. The PM6620 was announced in fiscal 20@bis designed to address cost-sensitive markdigibg interfaced with MSM
products from the Value Platform. The PM6630 andsBAD were also announced in fiscal 2005, and sapipeMultimedia Platform of
products. All three PM integrated circuits deliesmhanced performance, time-to-market advantagesealuded power demands on wireless
handsets when combined with MSM integrated circuits

In fiscal 2005, we announced a relationshigh Wwiilips Semiconductor, Inc. to provide supportPhilips’ wireless local area network
(WLAN) module on select MSM integrated circuits.eBe MSM integrated circuits will offer connectivity WLAN networks, as well as to
existing wireless networks, and will feature conilgty with 802.11b and 802.11g protocols on b&BMA2000 and WCDMA networks.

In fiscal 2005, we also announced the intréidncof the MBD1000 integrated circuit, which supisoour FLO technology. Operating in
the 700 MHz spectrum with an RBR1000 radio receitrer MBD1000 will interface with integrated ciresifrom the Multimedia Platform fi
both CDMA2000 and WCDMA networks.

QUALCOMM Technology Licensing Segment (QTL)

QTL grants licenses to use portions of owliattual property portfolio, which includes centqiatent rights essential to and/or useful in
the manufacture and sale of CDMA products, inclgdimithout limitation, products implementing cdma)&DMA2000, WCDMA and/or
the CDMA TDD standards and their derivatives. Q€taives revenue from license fees as well as oggoyalties based on worldwide s¢
by licensees of products incorporating or usingiotgllectual property. License fees are fixed anteypaid in one or more installments.
Ongoing royalties are generally based upon a ptagerof the net selling price of licensed produResvenues generated from royalties are
subject to quarterly and annual fluctuations. Q&Lemues comprised 32%, 27% and 26% of total catetelil revenues in fiscal 2005, 2004
and 2003, respectively.

QUALCOMM Wireless & Internet Segment (QWI)

QWI revenues comprised 11%, 12% and 13% af tmnsolidated revenues in fiscal 2005, 2004 &@B2respectively. The three divisic
aggregated into QWI are:

QUALCOMM Internet Services (QIS). The QIS division provides technology to support andelerate the growth of the wireless data
market. The BREW (Binary Runtime Environment forrgless) platform is an application execution envinent that provides an open
platform for wireless devices, which means that BR&n
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be made to interface with many software applicatiagmcluding those developed by others. The BRE&@im is part of a complete package
of products for wireless applications developmedetjice configuration, application distribution, anitling and payment. The BREW
platform currently leverages the capabilities afal in QCT'’s integrated circuits and system sofewanabling development of feature-rich
applications and content while maximizing memoilizsttion and system performance. BREW products sardices include the BREW SLC
for developers, the BREW applications platform. (&eftware programs) and interface tools for dewm@nufacturers, the uiOne customized
user interface product, and the deliveryOne Coridestribution System that enables wireless netwap&rators to deliver applications and
content to market while providing settlement of liléng and payment process. The BREW platforno ateludes BREW extensions, suct
virtual machines, browsers and other interpretaas process executable content, such as JAVA mi¢igiplications written using the Java
language to run on JAVA 2 Micro Edition Virtual Maoes within wireless mobile devices), JavaScapsgripting language used to author
instructions from execution on a device), Flaste¢inology developed by Macromedia to author StaMbctor Graphics), XHTML and
HTML (*mark up” program languages used to authobvased content). BREWased services enable consumers to customizehtrsiiset
by downloading applications over-the-air from ari@tor’s application download server.

KTF, a leading wireless phone operator in Bd{drea, launched the world’s first commercial BREWabled applications service in 20
KTF's BREW-enabled wireless data service runs ah @PMA2000 1X and EV-DO high-speed data netwolksmerous other operators
have since commercially launched BREW servicesudtag Verizon Wireless, Alltel, US Cellular and divest Cellular in the United States,
KDDI in Japan, Telstra in Australia, TelefonicaGolombia, VIVO in Brazil, Reliance and Tata in lagdand China Unicom in China.

In January 2002, we announced a multi-yeanking agreement with Nextel for QChat, a technotigyeloped to provide a reliable
method of instant connection and two-way commuidodbetween users via their mobile phones. Using&Qisers may speak with other
users virtually instantaneously at the push oftéolpu It enables one-to-one (private) and one-toyn{group) calls over 3G CDMA networks.
The technology also allows over-the-air upgraddsaofdset software, management of group memberghspliscribers and aubc creation ¢
chat groups. It uses voice-over Internet protoechnologies, thereby sending voice informationigital form over Internet protocol-based
data networks (including CDMA) in discrete packetther than the traditional circuit-switched pratiscof the public switched telephone
network.

QUALCOMM Wireless Business Solutions (QWBS). The QWBS division provides satellite and terrestosed two-way data messaging
and position reporting services to transportatiempanies, private fleets, construction equipmegstfi and other enterprise companies. The
satellite-based OmniTRACS mobile communicationgesyiswas first introduced in the United States iB&89hrough September 2005, we
have shipped over 566,000 satellite-based mobitenmanications systems (OmniTRACS, EutelTRACS anccRMAIL) and over 85,000
terrestrialbased mobile communications systems (OmniExpressintethered TrailerTRACS and GlobalTRACS), whiclrently operate i
over 39 countries. Message transmission and pogitaaking for the OmniTRACS and TruckMAIL systeare provided by use of leased
Ku-band and C-band transponders on commerciallifadola geostationary earth orbit satellites. ThertErpress, T2 Untethered
TrailerTRACS, GlobalTRACS and OmniOne systems usel@ss digital terrestrial networks for messadiagsmission, and the GPS
constellation for position tracking. These mobitgrenunications systems help transportation compapiegte fleets and construction
equipment fleets improve the utilization of assetd increase efficiency and safety by improving camications between drivers, machines
and dispatchers. System features include statustespdoad and pick-up reports, position reportegtlar intervals, and vehicle and driving
performance information.

In the United States and Mexico, we manufacturd sell OmniTRACS, TruckMAIL, OmniExpress, T2tethered TrailerTRACS and
GlobalTRACS mobile communications equipment, sellited software packages and provide ongoing megsagd maintenance services.
We have sold OmniTRACS, TruckMAIL and OmniExpregstems for use by private trucking fleets, serviaes, marine vessels, trains,
federal emergency vehicles, and for oil and gasliip control and monitoring sites. Our GlobalTRA§Stem is sold to the construction
equipment industry, providing wireless access wi@gent operating data and location, regardlegsjofpment type or manufacturer.
Message transmissions for operations in the UrStates are formatted and processed at our Netwarkalyement Center in San Diego,
California, with a fully-redundant backup Networlakbigement Center located in Las Vegas, Nevada.siWeate the Network Management
Center currently processes over nine million messamd position reports per day.

12




Table of Contents

In fiscal 2004, we began shipping T2 UntettereailerTRACS for private fleets and for-hire dars. The T2 Untethered TrailerTRACS
product is an advanced, stand-alone wireless sytstatprovides rapidtatus visibility into trailer locations and opeéoaial events and vehic
position reporting for improved fleet utilizatiomé security. Features include sophisticated onébbardware, advanced power management,
complete network services, cargo and door sensafslata integration capabilities using state-ofdhe multimode communications. We
recently announced the availability of two new &mgilons, the QUALCOMM Hours of Service (HOS) andtémated Arrival & Departure
(AA&D) applications. The QUALCOMM HOS applicatios B management tool that helps fleet managers izgtidispatch assignments by
providing driver availability information. AA&D gigs fleet managers information needed to monitavelsi schedules, recognize
inefficiencies, improve on-time performance andvpre detention billing disputes.

In addition to the United States, the OmniTFA§y/stem is currently operating throughout Euramkia the Middle East, Argentina,
Brazil, Canada, Mexico, China, Japan and South &ddeitside of the United States, Mexico and Eureework with distributors or throug
joint ventures to provide the OmniTRACS service pmatucts in foreign markets. We generate revefroes the OmniTRACS systel
through license fees, sales of network productstamdinals, and messaging and service fees. Sepuicgders that operate network
management centers for a region under our graiteadskes provide OmniTRACS messaging services.

QUALCOMM Government Technologies (QGOV). The QGOV division (formerly known as QUALCOMM DigitMedia, or QDM)
provides development, hardware and analytical eigeeto United States government (USG) agenciesving wireless communications
technologies. We have developed, produced and athippcond generation CDMA secure wireless terag¢gthiones for the USG that operate
in enhanced security modes (referred to as Typad)ncorporate end-to-end encryption. In fiscdd20QGOV adapted, integrated and
shipped CDMA2000 1X deployable base stations tdX8&. Additionally, OmniTRACS products and serviees being used for USG
worldwide applications and were sold to the USGrdyfiscal 2005. Based on the percentage of QGQ¥maes to our total consolidated
revenues, the USG is not a major customer.

QUALCOMM Strategic Initiatives Segment (QSI)

We make strategic investments to promote thddwide adoption of CDMA products and servicesvidreless voice and Internet data
communications, including CDMA operators, licensiestice manufacturers and companies that suppodesign and introduction of new
CDMA-based products or possess unique capabilitiezbnodogy. We make strategic investments in eadgeicompanies and, from time
time, venture funds to support the adoption of CD&WA the use of the wireless Internet. In Noven2ioé&l, we acquired controlling intere
in two CDMA operators in Brazil (V@per Operating Companies). We sold these two agrsrat fiscal 2004. We have a significant investt
in Inquam Limited (Inquam). Inquam owns, developd emanages wireless CDMA-based communicationssgsteither directly or
indirectly, primarily in Romania and Portugal.

Our MediaFLO USA subsidiary, a wireless muttilia operator, is expected to begin commercialaijpars in latter 2006. MediaFLO
USA will offer a nationwide mediacast network basedour FLO (Forward Link Only) technology and M&leiLO MDS (Media Distribution
System) as a shared resource for wireless opemtdrgheir customers within the United Staté#e are developing our MediaFLO MDS and
FLO technology to optimize the low cost deliverynafiltimedia content to multiple wireless subscrib&multaneously. The MDS will
provide wireless network operators the ability tid@nce their multimedia service offering capalgititvia efficient scheduling and delivery of
multimedia content. Wireless network operators utilize the MDS with their current unicast netwogksd with multicast networks, which
are soon to be available, operating on CDMA2000\VEXED or WCDMA. The MDS is not air interface specifind thus can be utilized by
CDMA2000, WCDMA and FLO technology operators alik&.O is a multicast air interface technology speaify designed for markets
where dedicated spectrum is available and whendatgns permit high-power transmission, therelueng the number of towers and
related infrastructure required to provide marl@terage. MediaFLO MDS and FLO technology are complgtary to existing wireless
networks because interactive services are suppwitbih the mobile device using the CDMA2000 1XEM-DO or WCDMA wireless link.
Furthermore, the MediaFLO MDS can seamlessly i@ttegmulticasting services provided over 3G openaétworks with such services
provided over a stand-alone FLO network.

MediaFLO USA plans to use nationwide 700 Midectrum for which we hold licenses and will be pndieg and distributing content
which we will make available wholesale to our wérss operator customers. Distribution, marketingingiand customer relationships are
expected to remain services provided by our wiseles
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operator customers. Effective as of the beginnirfgsoal 2005, we presented the operating restilMadiaFLO USA in the QSI segment. \
are evaluating a number of corporate structurirtgpap, including distributing our ownership interesMediaFLO USA to our stockholders
in a spin-off transaction.

Other Businesses

QUALCOMM Wireless Systems (QWS) . The QWS division sells products and providesises/under new commercial agreements to
Globalstar LLC (New Globalstar) and its serviceyiers and other customers. New Globalstar opeeatesridwide, low-Earth-orbit
satellite-based telecommunications system. Wevedanembership interests in New Globalstar in fig6@4 as a result of its emergence
from bankruptcy related to our claims as a credi@r October 5, 2004, we received an additionalergimp interest in New Globalstar as
partial consideration for the sale of mobile phorgsSeptember 25, 2005, we held an approximat&6nierest in New Globalstar in our ¢
segment.

QUALCOMM MEMS Technologies (QMT). QMT is developing display technology for the fudhige of consumer-targeted mobile
products. QMT’s iMoD technology, based on a miclecto-mechanical-systems (MEMS) structure combingt thin film optics, is
expected to provide substantial performance, p@easumption and cost benefits as compared to dutigplay technologies. We expect the
iMoD product to deliver a vivid and realistic digglimage quality that can withstand extreme tentpega and be viewed in virtually any
environment, including bright sunlight. DisplayssBdbecome a key factor in the overall power congionmf wireless devices, with the
increasing use of vibrant color screens and mutfimapplications that generate rapidly changinggesa The iMoD product is expected to
offer significantly lower power consumption tharigting display products, thereby extending thedrstlife of wireless devices. With the
inclusion of color displays in all types of wiredeghones, including models at the low end of theketathe cost of the display has become an
even more significant factor in the overall costtef handset. An iMoD display should cost less émufacture than a comparable liquid
crystal display because it requires fewer companantl processing steps, thus enabling advancedmadlt capabilities on all tiers of
mobile devices.

Research and Development

The wireless telecommunications industry iarebterized by rapid technological change, reggiartontinuous effort to enhance existing
products and develop new products and technolo@iesresearch and development team has a strongrawen track record of innovation
wireless communications technologies. Our reseanchdevelopment expenditures in fiscal 2005, 20@12903 totaled approximately
$1.01 billion, $720 million and $523 million, respirely. Research and development expenditures@alf2005, 2004 and 2003 were
primarily related to integrated circuit product asttier initiatives to support lower cost phonesljtimedia applications, high-speed wireless
Internet access and multimode, multiband, multinekwproducts and technologies, including CDMA200U1XEV-DO, WCDMA, HSDPA,
GSM/GPRS/EDGE and OFDMA, and the development offu® technology, MediaFLO MDS and iMoD display puets using MEMS
technology.

In fiscal 2005, we opened six research anéldgwment centers in California, India, Taiwan amel tynited Kingdom. The centers support
our global CDMA development activities and ongoéffprts to advance CDMA technologies. We contiruege our substantial engineering
resources and expertise to develop new technologgdications and services and make them avaitallleensees to help grow the wireless
telecommunications market and generate new or @quhlicensing opportunities. In addition to intdlppaponsored research and
development, we perform contract research and dpwant for various government agencies and comalarantractors.

Sales and Marketing

QCT markets and sells products in the UnitedeS through a sales force based in San Diegdp@ad, and internationally through a
direct sales force based in South Korea, JapamgChaiwan, Germany and the United Kingdom. QCalssand marketing strategy is to
achieve design wins with technology leaders intatgeted markets by, among other things, provitligh performance products combined
with superior field application and engineering [zoip.

The QIS division of QWI develops and sellsibass-to-business products and services to compamiddwide. The sales and marketing
team is headquartered in San Diego with officeddvade. The QIS sales and marketing strategy enter into contracts with companies in
target markets by providing comprehensive technoloyd services to help them provide next-generatioeless data services that combine
wireless Internet, data and voice capabilities.
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The QWBS division of QWI markets and sellsdarcts through a sales force, partnerships andhiistrs based in the United States,
Europe, the Middle East, Argentina, Brazil, Canatlaina, Japan, South Korea and Mexico. QWBS’ sahesmarketing strategy is to enter
into contracts with companies in our target markgtproviding high-value wireless fleet managenproducts and services to the
transportation, logistics and construction equipnietustries.

Marketing activities include participationtechnical conferences and trade shows, developofidnisiness cases, competitive analyses
and other marketing collateral and programs. Catigokarketing provides company information on pidystrategies and technology to
industry analysts and publications which are algapsrted on our Internet website. We also devel@mtmaintain an Internet website
(www.3Gtoday.com) dedicated to highlighting comnier8G wireless services and products around thedwo

Our CDMA Development Center in China is a 88,8quare foot facility in Beijing in what is popdly known as “China’s Silicon
Valley.” The center provides training, support and equiprtesiing services primarily to manufacturers andbiecoperators in China, as w
as supporting research and development of 3G weatandards based on CDMA. The center housesdé QOMM CDMA University
which offers classroom and hands-on training pnagran CDMA2000 and WCDMA. The center also offefsghly-integrated test program
designed to enable time and cost savings whenibgrgoducts to market. The center and its stafffacused on providing China with the
resources to enable the most timely developmeit$ ofiobile communications industry using our tedbgies and applications, such as
cdmaOne, CDMA2000 1X/1xEV-DO, GSM1x and gpsOne. Gémter also supports the transfer of certain harewand software
technologies for product development and manufargup licensed manufacturers, as well as netwesigh and optimization methods to
operators and government bodies in China.

Competition

Competition in the wireless telecommunicatiomustry throughout the world continues to inceeasa rapid pace as businesses and
governments realize the market potential of televamications products and services. We have faetitaompetition in the CDMA market
by licensing a large number of manufacturers. Algtowe have attained a major position in the imgusbtany of our current and potential
competitors may have advantages over us, including:

. longer operating histories and presence in key atsy

. greater name recognitio

. access to larger customer bases;

. greater sales and marketing, manufacturing, digioh, technical and other resources than we t

These competitors may have more establisHatiareships and greater technical, marketing, satekdistribution capabilities and greater
access to channels in markets not currently depdpyireless communications technology or marketaauily deploying 2G wireless
communications technology. These competitors ads@ lestablished or may establish financial oregiatrelationships among themselves or
with our existing or potential customers, resellarsther third parties. These relationships mégcafcustomers’ decisions to purchase
products or license technology from us or to user@dtive technologies. Accordingly, new competitor alliances among competitors could
emerge and rapidly acquire significant market sh@a@ur detriment. In addition, many of these comesa are licensees of our technology and
have established market positions, trade nameerrarks, patents, copyrights, intellectual propegdiygts and substantial technological
capabilities. We may face competition throughoetworld with new technologies and services intr@dlin the future as additional
competitors enter the market place for productedas 3G standards. Although we intend to contislyodevelop improvements to existing
technologies, as well as potential new technologiese may be a continuing competitive threat fammpanies introducing alternative
versions of wireless technologies. We also expetthe price we charge for our products and sesvigay continue to decline as competi
intensifies.

QCT Segment. The markets in which our QCT segment operatesnéeasely competitive. QCT competes worldwide withuanber of
United States and international semiconductor aesgjand manufacturers in the United States ardniationally. As a result of the trend
toward global expansion by foreign and domestic peatitors and technological and public policy changee anticipate that additional
competitors will enter this market. We believe tthe principal competitive factors for CDMA integgd circuit providers to our addressed
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markets are product performance, level of integratquality, compliance with industry standards;grtime to market, system cost, design
and engineering capabilities, new product innovasind customer support. The specific bases on widcbompete against alternative
CDMA integrated circuit providers vary by produtdatiorm. We also compete against alternative wiglsommunications technologies
including, but not limited to, GSM/GPRS/EDGE, TDMéd analog.

QCT'’s current competitors include major semibactor companies such as Freescale, Infineon, Wh(lips, STMicroelectronics, Texas
Instruments and VIA Telecom, as well as major tetemunication equipment companies such as Ericdgatsushita, Motorola, Nokia and
Samsung, who design their own integrated circuitssoftware for certain products. QCT also facespmetition from some start-up ventures.

Our competitors may devote a significantlyagee amount of their financial, technical, markgtand other resources to aggressively
market competitive telecommunications systems aletcelop and adopt competitive digital cellulattealogies, and those efforts may
materially and adversely affect QCT. Moreover, ceftitprs may offer more attractive product pricinginancing terms than we do as a
means of gaining access to the wireless teleconuations markets.

We have entered into licensing agreements ed@ttain companies, including EoNex Technologienéon, Lucent, Motorola, NEC,
Philips, Texas Instruments and VIA Telecom. Thésenkses permit the licensees to manufacture COddged integrated circuits using cer
of our intellectual property for sale to CDMA-bagglibne manufacturers. In exchange for grantinditkases, we are entitled to receive
license fees, royalties (determined as a percermtbile selling price of the integrated circuitapfor royalty-free cross-licenses, which allow
us to use these companies’ CDMA and, in some casesCDMA intellectual property for specified pugss. In every case, the phone
manufacturers’ sales of CDMA-based phones are sutijghe payment of royalties to us on the proslirtib which the integrated circuits are
incorporated in accordance with the manufactursgparate licensing arrangements with us. We licens€ DMA intellectual property to tt
competitors of our QCT segment to support the depént of CDMA-based systems and technologies wadehin order to grow our royalty
revenues from customers licensed to sell CDMA phara equipment. We believe that, if CDMA basedesys expand sufficiently, QCT'’s
business will also grow, even if we lose marketrsh#@o date, most cdmaOne and CDMA2000 phone matwréa licensees have elected to
purchase their CDMA-based integrated circuits fimn

QTL Segment . As part of our strategy to generate new and ongl@egsing revenues, significant resources arealkr to develop
leading edge technology for the telecommunicatiodsstry. In addition to licensing manufacturersabscriber and network equipment, we
have made licenses to our essential CDMA pateratitadoe to competitors of our QCT segment. We fem@petition in the development of
intellectual property for future generations ofithigwireless communications technology and seszice

On a worldwide basis, we currently competengrily with two digital wireless telecommunicatioteehnologies, TDMA and GSM/GPR
TDMA has been deployed primarily in the United 8taaind Latin America. Variations of TDMA have alts®n deployed in other countries,
such as PDC (Personal Digital Cellular) in JapathRAS (Personal Access System) in China. GSM has eetensively utilized in Europe,
much of Asia other than Japan and Korea, and cesthier markets. To date, GSM has been more watiipted than CDMA, however,
CDMA technologies have been adopted for all thiedeyation wireless systems. In addition, many G@ktators have deployed or are
expected to deploy GPRS, a packet data technoémg®,2.5G bridge technology, and some GSM operplansto deploy EDGE, while
waiting for third generation WCDMA to become avhlmand/or more cost effective for their systemindited number of operators have
started testing OFDMA technology, a muésrier transmission technique not based on CDMAnelogy, that divides the available spect
into many carriers, with each carrier being modedat a low data rate relative to the combinedfaatall carriers. We have invested in the
development of our own OFDMA technology and intetilal property and have recently entered into aaeagent to purchase Flarion, a
major developer and patent holder of OFDMA techgglo

QWI Segment. Existing competitors of our QWBS division offeriafiernatives to our products are aggressively pgitiheir products and
services and could continue to do so in the futireur domestic markets, we face over ten key aitgrs to our OmniTRACS,
TruckMAIL, OmniExpress, T2 Untethered TrailerTRAG3Connect and OmniOne products and services, dsweler six key competitors
to our GlobalTRACS system. Internationally, we fae@eral key competitors each in Europe and MeXibese competitors are offering new
value-added
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products and services similar in many cases t@gisting or developing technologies. Emergenceesi nompetitors, particularly those
offering low cost terrestrial-based products andent as well as future satellite-based systemg,impact margins and intensify competition
in new markets. Similarly, some original equipmeranufacturers of trucks and truck components agabang to offer built-in, on-board
communications and position location reporting eyst that may impact our margins and intensify cditipe in our current and new
markets.

We have numerous competitors for each of ®RIEW products and services. These competitors aréncing to develop their products
with a focus on client, provisioning, user integacontent distribution, and billing products aedvices. Competitors are attempting to offer
value added products and services similar, in ntasgs, to our existing or developing BREW techriekagn some cases, competitors are
continuing to explicitly attempt to displace onlgrtain components or areas of the greater BREWinéfesuch as only the runtime
client/device environment portion of BREW. In adialit, certain competitors in the computing and devimnufacturing industries are now
beginning to more aggressively attempt to replithdéeentire BREW system offering that includes botttime device environments and
billing/distribution systems. Similarly, some optng are developing their own solutions by piedimgether both internal and external
components. Emergence of these and other new ctarpehay adversely impact our margins and markates

Patents, Trademarks and Trade Secrets

We rely on a combination of patents, copyisgliade secrets, trademarks and proprietary irgtom to maintain and enhance our
competitive position. We have been granted more 1540 United States patents and have over 2 &@hpapplications pending in the
United States. The vast majority of such patentspatent applications relate to our CDMA digitateless communications technology. We
also have and will continue to actively file fortgat protection outside the United States and neseived numerous CDMA patents with
broad coverage throughout most of the world, iniclgdChina, Japan, South Korea, Europe, Brazil dradid elsewhere.

The standards bodies and the ITU have beemied that we hold essential intellectual propeghts for all 3G standards that are based
on CDMA. We have committed to the ITU to license essential patents for these CDMA standards @ir afid reasonable basis free from
unfair discrimination.

Under our CDMA license agreements, licenseeganerally required to pay us a license fee disas@ngoing royalties based on a
percentage of the net selling price of CDMA subisenj infrastructure, test and integrated circuitedpcts. License fees are paid in one or
more installments, while royalties generally conérthroughout the life of the licensed patents. ODMA license agreements generally
provide us rights to use certain of our licenséeshnology and intellectual property rights to mfacture and sell certain CDMA products,
e.g., CDMA application specific integrated circui#sSICs) and related software, subscriber unitd@nidfrastructure equipment. In most
cases, our use of our licensees’ technology amdléstual property is royalty free. However, undeme of the licenses, if we incorporate
certain of the licensed technology or intellectuaperty into certain products, we are obligatefdap royalties on the sale of such products.
Under their existing agreements with us, two eggitvere entitled to share in a percentage of tyatyorevenues that we receive from third
parties for their sale of certain CDMA products.r@baring obligation under one of these arrangesnexpired in fiscal 2005, and the other
sharing obligation will expire in fiscal 2006.

As part of our strategy to generate licensengenues and support worldwide adoption of our CDtééhnology, we license to other
companies, including the competitors of our QCTnseugt, the rights to design, manufacture and setliyets utilizing certain portions of our
CDMA intellectual property. Our current publicly+amunced CDMA licensees are listed on our Interredisite (www.qualcomm.com).

Employees
As of September 25, 2005, we employed appratein 9,300 full-time, part-time and temporary eayges. During fiscal 2005, the
number of employees increased by approximatelyfR90 acquisitions and 1,400 primarily from incresmé® engineering resources.

Available Information

Our Internet address is www.qualcomm.com. &lez make available, free of charge, our annuartem Form 10K, quarterly reports ¢
Form 10-Q, current reports on Form 8-K and any aiments to those reports, as soon as reasonablycpiae after we electronically file
such material with, or furnish it to, the Secustand Exchange Commission (SEC). Our SEC repontbeaccessed through the investor
relations section of our Internet website.
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The information found on our Internet website i$ part of this or any other report we file withfarnish to the SEC.

The public may read and copy any materialsweefile with the SEC at the SEC’s Public Refee®oom located at 450 Fifth Street NW,
Washington, DC 20549. The public may obtain infatioraon the operation of the Public Reference Rbagmalling the SEC at 1-800-SEC-
0330. The SEC also maintains electronic versioruiofeports on its website at www.sec.gov.

Executive Officers
Our executive officers and their ages as pt&aber 25, 2005 are as follows:

Irwin Mark Jacobs, age 71, one of the foundéthe Company, has served as Chairman of thedBafaDirectors since July 1985. He also
served as Chief Executive Officer of the Compayrfiduly 1985 to June 2005. Dr. Jacobs receive ldsdegree in Electrical Engineering
from Cornell University and his M.S. and Sc.D. d=gg from the Massachusetts Institute of TechnolPgylrwin Jacobs is the father of
Dr. Paul Jacobs, our Chief Executive Officer, aeffrdy A. Jacobs, President of QUALCOMM Global Dyement.

Paul E. Jacobs, age 42, has served as aatiséicte June 2005 and as our Chief Executive @fiince July 2005. He served as Group
President of the QUALCOMM Wireless & Internet Grofapm July 2001 to June 2005. In addition, he s@a® an Executive Vice President
from February 2000 to June 2005. Dr. Jacobs hoBl$Sadegree in Electrical Engineering and Comp8taéence, a M.S. degree in Electrical
Engineering and a Ph.D. degree in Electrical Ergging and Computer Science from the University afiférnia, Berkeley. Dr. Paul Jacob:
the son of Dr. Irwin Mark Jacobs, Chairman of owaB] of Directors, and the brother of Jeffrey Acalss, President of QUALCOMM Glob
Development.

Steven R. Altman, age 44, has served as @sident since July 2005. He served as an ExecdtogePresident from November 1997 to
June 2005 and as President of our Technology Lilegrivision from September 1995 to April 2005. Mitman received a B.S. degree fri
Northern Arizona University and a J.D. from the umsity of San Diegc

Sanjay K. Jha, age 42, has served as Growgidernt, QUALCOMM CDMA Technologies (QCT) since Feary 2004 and as an Executive
Vice President since December 2003. He was apabiPrtesident of QCT in January 2003. He servedSenéor Vice President from
August 2000 to March 2002 and subsequently as B¥iite President and General Manager of QUALCOMM relogies & Ventures frol
March 2002 to January 2003. Dr. Jha holds a Pih.Blactronic and Electrical Engineering from Stciyde University, Scotland and a B.S.
degree in Engineering from the University of Livegh England.

William E. Keitel, age 52, has served as aadttive Vice President since December 2003 andia€loief Financial Officer since
February 2002. He previously served as a Seniog Piesident and as our Corporate Controller frong U299 to February 2002. Mr. Keitel
received a M.B.A. from Arizona State University em@.A. degree in Business Administration from thaversity of Wisconsin.

Roberto Padovani, age 51, has served as anuttxe Vice President and as our Chief Technoloffic€r since January 2002. He
previously served as Senior Vice President frong 10B6 to July 2001 and as Executive Vice Presiffemt July 2001 to January 2002 of |
Corporate Research and Development. Dr. Padovesived a Laureate degree from the University ofoRadltaly and M.S. and Ph.D.
degrees from the University of Massachusetts, Asthell in Electrical and Computer Engineering.

Marvin Blecker, age 58, has served as PresafeQUALCOMM Technology Licensing (QTL) since Ap2005. From November 2001 to
April 2005 he served as General Manager of QTlwealsas Senior Vice President of that division fr@utober 1995 to November 2001. He
holds B.S. and M.S. degrees in Mathematics andSa tegree in Electrical Engineering-Systems Sciémee the Polytechnic Institute of
Brooklyn, New York (now Polytechnic University).

Jeffrey A. Jacobs, age 39, has served asderdsf QUALCOMM Global Development since May 2061k served as Senior Vice
President of Business Development from June 1998ap 2001. Mr. Jacobs holds a B.A. degree in Iragamal Economics from the
University of California, Berkeley. Mr. Jeffrey Jaus is the son of Dr. Irwin Mark Jacobs, Chairmbaow Board of Directors, and the brotl
of Dr. Paul E. Jacobs, a member of our Board oé®ars and our Chief Executive Officer.
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Margaret “Peggy” L. Johnson, age 43, has skagePresident of QUALCOMM Internet Services (@Bce July 2001. Prior to that time
she served as Senior Vice President and Generaddéamf QIS from September 2000 to July 2001. Mbkngon holds a B.S. degree in
Electrical Engineering from San Diego State Uniitgrs

Louis M. Lupin, age 50, has served as a Sefime President and as our General Counsel singge@d&er 2000. Mr. Lupin received a
B.A. degree from Swarthmore College and a J.D. f&&anford Law School.

Daniel L. Sullivan, age 54, has served as Hee Vice President of Human Resources since AU2@0@1. He served as Senior Vice
President of Human Resources from February 1996102001. Dr. Sullivan holds a Ph.D. in OrganiaatCommunication from the
University of Nebraska. He also holds B.S and Miégrees in Communication from lllinois State Unsrgrand West Virginia University,
respectively.

RISK FACTORS

You should consider each of the following €astas well as the other information in this AnnReport in evaluating our business and our
prospects. The risks and uncertainties describkviere not the only ones we face. Additional riaksl uncertainties not presently known to
us or that we currently consider immaterial may atspair our business operations. If any of théfeing risks actually occur, our business
and financial results could be harmed. In that ¢lasdrading price of our common stock could dexliviou should also refer to the other
information set forth in this Annual Report, incing our financial statements and the related notes.

Risks Related to Our Businesses
If CDMA technology deployment does not expand #isipated, our revenues may not grow as anticipa

We focus our business primarily on developjmatenting and commercializing CDMA technology fareless telecommunications
applications. In addition, with the anticipated aisifion of Flarion, there will be an increased émagis on developing, patenting and
commercializing OFDMA technology. Other digital @fiess communications technologies, particularly G88hnology, have been more
widely deployed than CDMA technology. OFDMA has hetn widely deployed commercially. Notwithstanding portfolio of
OFDMA/OFDM intellectual property, technology andgucts, if CDMA technology does not become thegrefd wireless communications
industry standard in the countries where our prtsland those of our customers and licensees ateadf wireless operators do not select
CDMA for their networks or update their currentwetks to any CDMA-based third generation technojagy business and financial results
could suffer. Further, if OFDMA technology is natapted and deployed commercially, our anticipategstment in Flarion and OFDMA
technology may not provide us a significant retomninvestment.

To increase our revenues and market shardunef periods, we are dependent upon the commeaiebyment of third generation (3G)
wireless communications equipment, products andeEs based on our CDMA technology. Although wissl@etwork operators have
commercially deployed CDMA2000 and WCDMA, we canprdict the timing or success of further commémbégloyments of
CDMA2000, WCDMA or other CDMA systems. If existimgployments are not commercially successful, ae commercial deployments
of CDMA2000, WCDMA or other CDMA systems are deldy@ unsuccessful, our business and financial tesuhy be harmed. In addition,
our business could be harmed if wireless netwoskaters deploy competing technologies or switckteg networks from CDMA to GSM
or if wireless network operators introduce new tegbgies. A limited number of operators have sthtésting OFDMA technology, but there
can be no assurance that OFDMA will be adopteceptayed commercially or that we will be succesgfiuleveloping and marketing
OFDMA products. Although we have hundreds of issoiedending patents relating to applications of GPRDGE, OFDM, OFDMA and
multi in, multi out (MIMO), there can be no assurarthat our patent portfolio in these areas woelddvaluable as our CDMA portfolio.

Our business and the deployment of our tecigies are dependent on the success of our custameigcensees. Our licensees may incur
lower operating margins on products based on amtgogies than on products using alternative teldgies due to greater competition in
the relevant market or other factors. If CDMA phamel/or infrastructure manufacturers exit the CDMarket, the deployment of CDMA
technology could be negatively affected, and owiress could suffer.
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Our three largest customers accounted for 39%, 4D%h43% of consolidated revenues in fiscal 2009428nd 2003, respectively. The loss
of any one of our major customers or any reductiothe demand for devices utilizing our CDMA tedbgyg could reduce our revenues and
harm our ability to achieve or sustain desired leva operating results.

QCT Segmenthe loss of any one of our QCT segment’s significarstomers or the delay, even if only temporaryancellation of
significant orders from any of these customers woatiuce our revenues in the period of the cartwlar deferral and could harm our
ability to achieve or sustain desired levels offipability. Accordingly, unless and until our QCEgment diversifies and expands its customer
base, our future success will significantly depapdn the timing and size of future purchase ordeesy, from these customers. Factors that
may impact the size and timing of orders from comts of our QCT segment include, among othersfalfmaving:

. the product requirements of these custon

. the financial and operational success of thesomests;

. the success of these custor’ products that incorporate our produc
. value added features which drive replacement r

. shortages of key products and compone

. fluctuations in channel inventory leve

. the success of products sold to our customerscbypdied competitor

. the rate of deployment of new technology by thelss network operators and the rate of adoptfarew technology by the
end consumer:

. the extent to which certain customers succegsfiglelop and produce CDMA-based integrated ciscauiid system software to
meet their own need

. general economic condition
. changes in governmental regulations in countriesre/fve or our customers currently operate or gasperate; an
. widespread illnes:

QTL SegmenOur QTL segment derives royalty revenues from saféSDMA products by our licensees. Although we éavore than
130 licensees, we derive a significant portionwfmyalty revenue from a limited number of liceeseOur future success depends upon the
ability of our licensees to develop, introduce detver high volume products that achieve and smustearket acceptance. We have little or
control over the sales efforts of our licenseed,\@a cannot assure you that our licensees williseessful or that the demand for wireless
communications devices and services offered bylicemsees will continue to increase. Any reductimthe demand for or any delay in the
development, introduction or delivery of wirelessremunications devices utilizing our CDMA technologpuld have a material adverse
effect on our business. Reductions in the averaliieg price of wireless communications device$izitig our CDMA technology, without a
comparable increase in the volumes of such degiclels could have a material adverse effect on asimess. Weakness in the value of
foreign currencies in which our customers’ prodaets sold may reduce the amount of royalties paytbus in U.S. dollars.

Royalties under our license agreements arerghiy payable to us for the life of the patentttive license under our agreements. The
licenses granted to and from us under a numbennlicGense agreements include only patents thagiétier filed or issued prior to a certain
date, and, in a small number of agreements, regadtie payable on those patents for a specifiedfignod. As a result, there are agreements
with some licensees where later patents are rertdied by or to us under our license agreementsdbr to license any such later patents, we
will need to extend or modify our license agreeraamtenter into new license agreements with sweem$iees. Although in the past we have
amended many of our license agreements to inchtde patents without affecting the material termd eonditions of our license agreements,
there is no assurance that we will be able to myanlif license agreements in the future to licemgesaich later patents or extend such date(s)
to incorporate later patents without affecting nhaterial terms and conditions of our license ageremwith such licensees.
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Changes in financial accounting standards relaedhare-based payments are expected to have disagrieffect on our reported results.

The Financial Accounting Standards Board rdgéssued a revised standard that requires thaleeerd compensation expense in the
statement of operations for share-based paymerts,as employee stock options, using the fair vaiathod. The adoption of the new
standard is expected to have a significant effeawr reported earnings, although it will not affear cash flows, and could adversely impact
our ability to provide accurate guidance on ouufetreported financial results due to the varigbdf the factors used to estimate the values
of share-based payments. As a result, our adopfitre new standard in the first quarter of fis2@06 could negatively affect our stock price
and our stock price volatility.

We depend upon a limited number of third party nfiacturers to provide component parts, subassembhesfinished goods for our
products. We are expanding our manufacturing mamelurchase silicon wafers from foundries and totcact directly with third party
manufacturers for assembly and test services. Astyptions in the operations of, or the loss ofy afi these third parties could harm our
ability to meet our delivery obligations to our tmmers and increase our cost of sales.

Our ability to meet customer demands depeandsart, on available manufacturing capacity andahility to obtain timely and adequate
delivery of parts and components from our suppli@reeduction or interruption in component supgay,inability of our partners to react to
rapid shifts in demand or a significant increaseamponent prices could have a material advergetafin our business or profitability.
Component shortages could adversely affect ouityhbihd that of our customers to ship products ¢timaly basis and our customed&man
for our products. Any such shipment delays or dedliin demand could reduce our revenues and harabdity to achieve or sustain desired
levels of profitability. Additionally, failure to eet customer demand in a timely manner could damageeputation and harm our customer
relationships potentially resulting in reduced nedrhare.

QCT SegmenDie, cut from silicon wafers, are the essential ponents for all of our integrated circuits andgngicant portion of the
total integrated circuit cost. We do not own or rape foundries for the production of silicon wafé@m which our integrated circuits are
made. Instead, we utilize a fabless model wherebyely on a limited number of independent thirckypananufacturers to perform the
manufacturing and assembly, and most of the testihgur integrated circuits. Our suppliers ar@akssponsible for the procurement of most
of the raw materials used in the production ofiategrated circuits. The majority of our integrat@ctuits are purchased on a turnkey bas
which our foundry partners are responsible for sgipp fully assembled and tested integrated ciscUBM, Taiwan Semiconductor
Manufacturing Co. and United Microelectronics dre primary foundry partners for our family of baaet integrated circuits. Atmel,
Freescale (formerly Motorola Semiconductor) and I1BM the primary foundry partners for our familyradlio frequency and analog
integrated circuits.

Our fabless model provides us the flexibitityselect suppliers that offer advanced procesmtdogies to manufacture, assemble and test
our integrated circuits at a competitive price. Wik closely with our customers to expedite theaoqgesses for evaluating new integrated
circuits from our foundry suppliers; however, imsinstances, transition of integrated circuit pieitbn to a new foundry supplier may ca
a temporary decline in shipments of specific ind¢gq circuits to individual customers. To the ekteat we do not have firm commitments
from our manufacturers over a specific time penoth any specific quantity, our manufacturers raligcate, and in the past have allocated,
capacity to the production of products for thehlestcustomers while reducing deliveries to us artsotice.

Some of our integrated circuits products ary available from single sources, with which wera have longerm contracts. Our relian
on a sole-source vendor primarily occurs duringstiagt-up phase of a new product. Once a prodaches a significant volume level, we
typically establish alternate suppliers for teclogids that we consider critical. Our reliance ole o limited-source vendors involves risks.
These risks include possible shortages of capamitgduct performance shortfalls and reduced camteer delivery schedules, manufactur
capability, quality assurance, quantity and cd3tsing fiscal 2004 and the first quarter of fis2@I05, we experienced supply constraints
which resulted in our inability to meet certain tmmer demands. These constraints substantiallynégdiméd during the second quarter of fis
2005 and were alleviated in the third quarter ¢l 2005, with improvements to supply more closdilgning with our then current customer
demand profile. To improve the supply and delivafrintegrated circuits from our suppliers, we watheith our existing suppliers to incree
available manufacturing capacity and increasedeaxtehded our firm orders to our suppliers.
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To further enable flexibility of supply andcass to potential new foundry suppliers, and ipaase to the complexity of our product
roadmap, we began to expand our manufacturing modisical 2005 to include purchasing silicon wafdirectly from semiconductor
manufacturing foundries. Under our expanded marnuifisag model, we contract directly with third partyanufacturers for assembly and test
services, and we ship the final integrated circugitsur customers. We expect to increase the volinoar silicon wafer purchases directly
from our foundry suppliers and to continue to pasEproducts on a turnkey basis. We do not havg@yhworking with these third parties
under this expanded manufacturing model, and gegirices and volume of activity may not be compyeteliable during the ramp-up stages.
We cannot guarantee that this change will not cdissaeptions in our operations that could harm ahility to meet our delivery obligations
our customers or increase our cost of sales.

In addition to the expansion of our manufaoimodel, our operations may also be harmed bythsnor recurring disruptions at any of
the facilities of our manufacturers and may be oy disruptions in the distribution channels froan suppliers and to our customers.
These disruptions may include labor strikes, woopgages, widespread illness, terrorism, war, ipaliunrest, fire, earthquake, flooding or
other natural disasters. These disruptions couldeaignificant delays in shipments until we ade &b shift the products from an affected
manufacturer to another manufacturer. The losssigrificant third party manufacturer or the in&pibf a third party manufacturer to meet
performance and quality specifications or delivechiedules could harm our ability to meet our dejivabligations to our customers.

In addition, one or more of our manufacturaesy obtain licenses from us to manufacture CDMA&gnated circuits that compete with our
products. In this event, the manufacturer couldtdleallocate scarce components and manufactgeepgcity to their own products and
reduce deliveries to us. In the event of a lossr @ decision to change a key third party manufactgualifying a new manufacturer and
commencing volume production or testing could ineadlelay and expense, resulting in lost reveneeiaed operating margins and possible
loss of customers.

We and our licensees are subject to the risks ndlecting business outside the United States.

A significant part of our strategy involvesraontinued pursuit of growth opportunities in armher of international markets. We market,
sell and service our products internationally. Vilgéhestablished sales offices around the worldeMpect to continue to expand our
international sales operations and enter new iatemal markets. This expansion will require sigraht management attention and financial
resources to successfully develop direct and iotlirgernational sales and support channels, andanaot assure you that we will be
successful or that our expenditures in this effolitnot exceed the amount of any resulting revenuiewe are not able to maintain or incre
international market demand for our products actrnelogies, we may not be able to maintain a deésat= of growth in our business.

Our international customers sell their produotmarkets throughout the world, including Chimaia, Japan, Korea, North America, Sc
America and Europe. We distinguish revenues frotareal customers by geographic areas based onmeestocation. Consolidated reven
from international customers as a percentage af tevenues were 82%, 79% and 77% in fiscal 20084 2nd 2003, respectively. Because
most of our foreign sales are denominated in UoBais, our products and those of our customerdiaadsees that are sold in U.S. dollars
become less price-competitive in international retslf the value of the U.S. dollar increases netetio foreign currencies.

In many international markets, barriers taeate created by long-standing relationships betweaur potential customers and their local
service providers and protective regulations, iditlg local content and service requirements. Iritead our pursuit of international growth
opportunities may require significant investmertisgn extended period before we realize returremyf on our investments. Our business
could be adversely affected by a variety of unalatble and changing factors, including:

. changes in legal or regulatory requirements, inolydegulations governing the materials used ingroducts;

. difficulty in protecting or enforcing our intelteual property rights and/or contracts in a patéictoreign jurisdiction, including
challenges to our licensing practices under sughdictions competition laws

. our inability to succeed in significant foreign rkefs, such as China, India or Euro
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. cultural differences in the conduct of busine

. difficulty in attracting qualified personnel and naaying foreign activities

. recessions in economies outside the United St

. longer payment cycles for and greater difficulteiecting accounts receivab
. export controls, tariffs and other trade protectiogasures

. fluctuations in currency exchange rat

. inflation and deflation

. nationalization, expropriation and limitations @patriation of cast

. social, economic and political instabilii

. natural disasters, acts of terrorism, widesprdadsk and wal

. taxation; anc

. changes in laws and policies affecting trade, tprénvestments, licensing practices and lo

In addition to general risks associated withiaternational sales, licensing activities anémions, we are also subject to risks specific to
the individual countries in which we do busines® ¥#nnot be certain that the laws and policieswgfcauntry with respect to intellectual
property enforcement or licensing, issuance of leg® licenses or the adoption of standards willisothanged or be enforced in a way
detrimental to our licensing program or to the salese of our products or technology. Declinesurrency values in selected regions may
adversely affect our operating results becaus@mgducts and those of our customers and licensagdrrome more expensive to purchase
in the countries of the affected currencies. Dufiagal 2005, 37% and 21% of our revenues were ftastomers and licensees based in £
Korea and Japan, respectively, as compared to 4894806, respectively, during fiscal 2004, and 45% 85% during fiscal 2003,
respectively. These customers based in South Kardaapan sell their products to markets worldwittdyuding Japan, South Korea, North
America, South America and Europe. A significantvdturn in the economies of Asian countries wher@ynaf our customers and licensees
are located, particularly the economies of Southeld@nd Japan, or the economies of the major nitkey serve would materially harm our
business.

The wireless markets in China and India, ammthgrs, represent growth opportunities for usvitéless carriers in China or India, or the
governments of China or India, make technology al@apkent or other decisions that result in actioras #ie adverse to the expansion of
CDMA technologies our business could be harmed.

We are subject to risks in certain global negskn which wireless operators provide subsidieplone sales to their customers. Increases
in phone prices that negatively impact phone sa@sresult from changes in regulatory policiestegldo phone subsidies. Limitations or
changes in policy on phone subsidies in South Kalapan, China and other countries may have addltitegative impacts on our revenues.

We expect that royalty revenues from inteioral licensees based upon sales of their produitsde of the United States will continue to
represent a significant portion of our total revesin the future. Our royalty revenues from intéioral licensees are denominated in U.S.
dollars. To the extent that such licensees’ praact sold in foreign currencies, any royalties tederive as a result of such sales are
subject to fluctuations in currency exchange rdteaddition, if the effective price of productddby our customers were to increase as a
result of fluctuations in the exchange rate ofrédevant currencies, demand for the products cfalildwhich in turn would reduce our royal
revenues.

Currency fluctuations could negatively affect fatyproduct sales or royalty revenue, harm our apii@ collect receivables, or increase the
U.S. dollar cost of the activities of our foreignbsidiaries and international strategic investments

We are exposed to risk from fluctuations imrencies, which may change over time as our busipesctices evolve, that could impact our
operating results, liquidity and financial conditidVe operate and invest globally.
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Adverse movements in currency exchange rates ngstinely affect our business due to a number ofsibns, including the following:

Assets or liabilities of our consolidated subsidiaand our foreign investees that are not dendetdnia the functional current
of those entities are subject to the effects ofenay fluctuations, which may affect our reportadnéngs. Our exposure to
foreign currencies may increase as we expand exMomarkets

Investments in our consolidated foreign subsiegaand in other foreign entities that use thelloaarency as the functional
currency may decline in value as a result of deslim local currency value

Certain of our revenues, such as royalty reveraresderived from licensee or customer salesateatienominated in foreign
currencies. If these revenues are not subjectréigio exchange hedging transactions, weakeningroéecy values in selected
regions could adversely affect our anticipated mexes and cash flow

We may engage in foreign exchange hedging tramsecthat could affect our cash flows and earniregabse they may requ
the payment of structuring fees, and they may IthetU.S. dollar value of royalties from licensesales that are denominated
in foreign currencies

Our trade receivables are generally U. S. doarominated. Any significant increase in the valtithe dollar against our
customers’ or licensees’ functional currencies dogbult in an increase in our customers’ or lieesscash flow requirements
and could consequently affect our ability to setiqucts and collect receivable

Strengthening of currency values in selectedoregmay adversely affect our operating results leethe activities of our
foreign subsidiaries may become more expensive $ tbllars

Strengthening of currency values in selectedoregmay adversely affect our cash flows and investmesults because
strategic investment obligations denominated ieifpr currencies may become more expensive, and.®edollar cost of
equity in losses of foreign investees may incre

We may engage in strategic transactions that coesdlt in significant charges or management disiauptnd fail to enhance stockholder

value.

From time to time, we engage in strategicdeations with the goal of maximizing stockholdeluea In the past we have acquired
businesses, entered into joint ventures and maategic investments in or loans to CDMA wirelessrmapors, early stage companies, or
venture funds to support global adoption of CDMAl dline use of the wireless Internet. Most of ouatstyic investments entail a high degree
of risk and will not become liquid until more thane year from the date of investment, if at all. ¥danot assure you that our strategic
investments (either those we currently hold orfaiinvestments) will generate financial returnshat they will result in increased adoptior
continued use of CDMA technologies.

We will continue to evaluate potential stradegansactions and alternatives that we believg emance stockholder value. These pote
future transactions may include a variety of défe@rbusiness arrangements, including acquisitispis;offs, strategic partnerships, joint
ventures, restructurings, divestitures, businegsbogations and equity or debt investments. Althoaghgoal is to maximize stockholder
value, such transactions may impair stockholdeweval otherwise adversely affect our business laadrading price of our stock. Any such
transaction may require us to incur non-recurringtber charges and/or to consolidate or recordequity in losses and may pose significant
integration challenges and/or management and kassaisruptions, any of which could harm our opagatesults and business.

Defects or errors in our products and servicesropioducts made by our suppliers could harm ouatiehs with our customers and expt
us to liability. Similar problems related to theoplucts of our customers or licensees could harmbosiness.

Our products are inherently complex and mayaia defects and errors that are detected onlynwiine products are in use. Further,
because our products and services are responsitietical functions in our customengtoducts and/or networks, such defects or erroutd
have a serious impact on our customers, which ctadage our reputation, harm our customer relatipesaand expose us to liability.
Defects or impurities in our components, matemalsoftware or those used by our customers ordiees, equipment failures or other
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difficulties could adversely affect our ability atttht of our customers and licensees to ship ptsduta timely basis as well as customer or
licensee demand for our products. Any such shiprdelatys or declines in demand could reduce oumgs® and harm our ability to achieve
or sustain desired levels of profitability. We amd customers or licensees may also experience @oemp or software failures or defects
which could require significant product recallsyoeks and/or repairs which are not covered by wayreeserves and which could consume a
substantial portion of the capacity of our thirdtpananufacturers or those of our customers onBees. Resolving any defect or failure
related issues could consume financial and/or e®ging resources that could affect future prodeletase schedules. Additionally, a defect or
failure in our products or the products of our ocustrs or licensees could harm our reputation aratleersely affect the growth of 3G
wireless markets.

Global economic conditions that impact the wirelessimunications industry could negatively affeatrewenues and operating results.

Global economic conditions can have wide-rangifigot$ on markets that we serve, particularly wsgleommunications equipment
manufacturers and wireless network operators. Waaigpredict negative events, such as war, thathmmag adverse effects on the economy
or on phone inventories at CDMA equipment manufi@etiand operators. The continued threat of temoeand heightened security and
military action in response to this threat, or &myire acts of terrorism, may cause disruptionthéoglobal economy and to the wireless
communications industry and create uncertaintieseRt reports suggest that inflation could haveeestveffects on the global economy and
capital markets. Inflation could adversely affegt oustomers, including their ability to obtaindicing, upgrade wireless networks and
purchase our products and services, and our ersliowaTs, by lowering their standards of living aimdidishing their ability to purchase
wireless devices based on our technology. Inflatimmd also increase our costs of raw materialsogoedtating expenses and harm our
business in other ways. Should such negative ewects, subsequent economic recovery may not barefn the near term. If it does not,
our ability to increase or maintain our revenued eperating results may be impaired. In additi@gause we intend to continue to make
significant investments in research and developrardtto maintain extensive ongoing customer semcksupport capability, any decline in
the rate of growth of our revenues will have a Bigant adverse impact on our operating results.

Our industry is subject to competition that couddult in decreased demand for our products angtbducts of our customers and licensees
and/or declining average selling prices for ouritsees’ products and our products, negatively affg@ur revenues and operating results.

We currently face significant competition iarenarkets and expect that competition will condinGompetition in the telecommunications
market is affected by various factors, including:

. comprehensiveness of products and technolo

. value added features which drive replacement r

. manufacturing capability

. scalability and the ability of the system techngloég meet custome’ immediate and future network requiremel
. product performance and quali

. design and engineering capabiliti

. compliance with industry standarc

. time to market

. system cost; an

. customer suppor

This competition may result in increased depeient costs and reduced average selling pricesufgproducts and those of our customers
and licensees. Reductions in the average sellicg pf our licensees’ products, unless offset bynarease in volumes, generally result in
reduced royalties payable to us. While pricing puess from competition may, to a large extent, @ated by the introduction of new
features and functionality in our licensees’ praduthere is no guarantee that such mitigation@dgdur. We anticipate that additional
competitors
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will enter our markets as a result of growth oppoities in wireless telecommunications, the tresward global expansion by foreign and
domestic competitors, technological and publicgothanges and relatively low barriers to entrgetected segments of the industry.

Companies that promote n@DMA technologies (e.g., GSM and WiMax) and comparthat design competing CDMA integrated circ
are included amongst our competitors. Examplesicii gompetitors (some of whom are strategic pastokours in other areas) include
Ericsson, Freescale, Intel, NEC, Broadcom, Nokéam8ung, Agere, Texas Instruments and VIA Telecotith Yéspect to our QWBS
business, our competitors are aggressively pripiogucts and services and are offering new valae@groducts and services which may
impact margins, intensify competition in currentlarew markets and harm our ability to compete made markets.

Many of these current and potential competittave advantages over us, including:
. longer operating histories and presence in key atsy
. greater name recognitio
. motivation by our customers in certain circumstantcefind alternate supplier
. access to larger customer bases;
. greater sales and marketing, manufacturing, digioh, technical and other resources than we t

As a result of these and other factors, oonpetitors may be more successful than us. In auhditve anticipate additional competitors will
enter the market for products based on 3G stand@hése competitors may have more establishedaetdips and distribution channels in
markets not currently deploying wireless commurndcet technology. These competitors also may hatabkshed or may establish financial
or strategic relationships among themselves or aithexisting or potential customers, resellerstber third parties. These relationships may
affect our customers’ decisions to purchase pradocticense technology from us. Accordingly, nevnpetitors or alliances among
competitors could emerge and rapidly acquire sicguilt market share to our detriment.

Our operating results are subject to substantiserly and annual fluctuations and to market downs.

Our revenues, earnings and other operatingtsdsave fluctuated significantly in the past analy fluctuate significantly in the future.
General economic or other conditions causing a danurin the market for our products or technologyd in turn affecting the timing of
customer orders or causing cancellations or resdimgdof orders, could also adversely affect ougraping results. Moreover, our customers
may change delivery schedules or cancel or redidmr®without incurring significant penalties arehgrally are not subject to minimum
purchase requirements.

Our future operating results will be affectgdmany factors, including, but not limited to: @bility to retain existing or secure anticipated
customers or licensees, both domestically andriatemally; our ability to develop, introduce andniet new technology, products and
services on a timely basis; management of inverigrys and our customers and their customers pore® to shifts in market demand;
changes in the mix of technology and products dgesd, licensed, produced and sold; seasonal custiengand; the Flarion acquisition; &
other factors described elsewhere in this AnnugldReand in these risk factors. Our cash investemyiresent a significant asset that may be
subject to fluctuating or even negative returnseteling upon interest rate movements and financéatkeat conditions in fixed income and
equity securities.

These factors affecting our future operatieguits are difficult to forecast and could harm guarterly or annual operating results. If our
operating results fail to meet the financial guickamwe provide to investors or the expectationseéstment analysts or investors in any
period, securities class action litigation coulddbeught against us and/or the market price ofoomnmon stock could decline.

Our stock price may be volatile.

The stock market in general, and the stoategrof technology-based and wireless communicatiormgpanies in particular, have
experienced volatility that often has been unrelétethe operating performance of any specific putbmpany. The market price of our
common stock has fluctuated in the past and idyliteefluctuate in the future as well. Factors thety have a significant impact on the market
price of our stock include:
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. announcements concerning us or our competitackjding the selection of wireless communicati@hhology by wireless
operators and the timing of the -out of those system

. receipt of substantial orders or order cancellatifmn integrated circuits and system software petsl:
. quality deficiencies in services or produr

. announcements regarding financial developmentsabmological innovation:

. international developments, such as technology mt@sdpolitical developments or changes in econguailicies;
. lack of capital to invest in 3G network

. new commercial product

. changes in recommendations of securities anal

. government regulations, including stock option artting and tax regulation

. energy blackouts

. acts of terrorism and wa

. inflation and deflation

. widespread illness

. proprietary rights or product or patent litigatiagainst us or against our customers or licen

. strategic transactions, such as acquisitions arestifures; o

. rumors or allegations regarding our financial discires or practice

Our future earnings and stock price may bgesitbo volatility, particularly on a quarterly bhasShortfalls in our revenues or earnings in
any given period relative to the levels expecteddmyurities analysts could immediately, signifitaand adversely affect the trading price of
our common stock.

From time to time, we may repurchase our comstock at prices that may later be higher thamtheket value of the stock on the
repurchase date. This could result in a loss afevédr stockholders if new shares are issued atignices.

In the past, securities class action litigati@s often been brought against a company follgwariods of volatility in the market price of
its securities. Due to changes in the volatilityoaf stock price, we may be the target of securiti@ation in the future. Securities litigation
could result in substantial costs and divert mamege’s attention and resources. In addition, siaitétility may be precipitated by failure to
meet earnings expectations or other factors, ssitheapotential uncertainty in future reported eays created by the adoption of option
expensing and the related valuation models usddtermine such expense.

Our industry is subject to rapid technological chkgnand we must make substantial investments irpnatucts and technologies to compete
successfully.

New technological innovations generally reguirsubstantial investment before they are comaireiable. We intend to continue to
make substantial investments in developing newymrtsdand technologies, and it is possible thatdewelopment efforts will not be
successful and that our new technologies will reult in meaningful revenues. In particular, weinat to continue to invest significant
resources in developing integrated circuit prodtmtsupport high-speed wireless Internet accessraiitimode, multiband, multinetwork
operation and multimedia applications which encossptevelopment of graphical display, camera anelovichpabilities, as well as higher
computational capability and lower power on-chipnpaiters and signal processors. While our researdidavelopment activities have
resulted in inventions relating to applicationsG#RS, EDGE, OFDM, OFDMA and MIMO and hundreds stied or pending patent
applications, there can be no assurance that ¢entgaortfolio in these areas would be as valuableur CDMA portfolio. Further, if
OFDMA technology is not adopted and deployed concially, our anticipated investment in Flarion anBIMA technology may not
provide us a significant return on investment. Ws® @ontinue to invest in the development of ouE¥Rapplications
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development platform, our MediaFLO MDS and FLO teabgy and our iMoD display technology. All of tleesew products and
technologies face significant competition, and aprmt assure you that the revenues generated fiese products will meet our
expectations.

The market for our products and technologshigracterized by many factors, including:
. rapid technological advances and evolving industaydards
. changes in customer requiremel
. frequent introductions of new products and enharmces;
. evolving methods for transmission of wireless vaoe data communications; a
. intense competition from companies with greateoueses, customer relationships and distributiorabdjies.

Our future success will depend on our abtlitgontinue to develop and introduce new produetd)nology and enhancements on a timely
basis. Our future success will also depend on bilityato keep pace with technological developmept®tect our intellectual property, sati:
customer requirements, price our products compelytiand achieve market acceptance. The introduactigroducts embodying new
technologies and the emergence of new industrylatds could render our existing products and teldlgypand products and technology
currently under development, obsolete and unmableatéf we fail to anticipate or respond adequatelyechnological developments or
customer requirements, or experience any signifidatays in development, introduction or shipmeniwr products and technology in
commercial quantities, demand for our products@mndcustomers’ and licensees’ products that useemtnnology could decrease, and our
competitive position could be damaged.

The enforcement and protection of our intellecfualperty rights may be expensive and could divertvaluable resources.

We rely primarily on patent, copyright, tradetaand trade secret laws, as well as nondisclamoteconfidentiality agreements and other
methods, to protect our proprietary informatiocht@ologies and processes, including our patenfgdiort Policing unauthorized use of our
products and technologies is difficult and timeiaming. We cannot be certain that the steps we takes will prevent the misappropriation
or unauthorized use of our proprietary informatiom technologies, particularly in foreign countrésere the laws may not protect our
proprietary rights as fully or as readily as Unif&tdtes laws. We cannot be certain that the lawalicies of any country, including the
United States, or the practices of any of the ma#onal standards bodies, foreign or domestidj vaspect to intellectual property
enforcement or licensing, issuance of wirelesqibes or the adoption of standards, will not be ghdrin a way detrimental to our licensing
program or to the sale or use of our productsairtelogy. Any action we take to influence such ptité changes could absorb significant
management time and attention, which, in turn, @mggatively impact our operating results.

The vast majority of our patents and pateptieations relate to our CDMA digital wireless comnications technology and much of the
remainder of our patents and patent applicatiolaser¢o our other technologies and products. Litigamay be required to enforce our
intellectual property rights, protect our traderséxor determine the validity and scope of prdprierights of others. As a result of any such
litigation, we could lose our proprietary rightsincur substantial unexpected operating costs. #atipn we take to enforce our intellectual
property rights could be costly and could absoghificant management time and attention, whichum, could negatively impact our
operating results. In addition, failure to proteat trademark rights could impair our brand idemntit

Claims by other companies that we infringe theielilectual property or that patents on which weyrate invalid could adversely affect our
business.

From time to time, companies may assert pateplyright and other intellectual proprietary tiglagainst our products or products using
our technologies or other technologies used inmiustry. These claims may result in our involvemaditigation. We may not prevail in
such litigation given the complex technical issaed inherent uncertainties in intellectual propéitigation. If any of our products were
found to infringe on another company’s intellectpadperty rights, we could be required to redesignproducts or license such rights and/or
pay damages or other compensation to such othgpamynIf we were unable to redesign our producigense such intellectual property
rights used in our products, we could be prohibitedh making and selling such products.

In addition, as the number of competitorsun market increases and the functionality of owdpicts is enhanced and overlaps with the
products of other companies, we may become sutgjedaims of infringement or misappropriation oétimtellectual property rights of othe
Any claims, with or without merit, could be time
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consuming to address, result in costly litigatidivert the efforts of our technical and managenpensonnel or cause product release or
shipment delays, any of which could have a matadakrse effect upon our operating results. Ingotgntial dispute involving other
companies’ patents or other intellectual propesty, licensees could also become the targets gétitin. Any such litigation could severely
disrupt the business of our licensees, which in tauld hurt our relations with our licensees aadse our revenues to decrease.

A number of other companies have claimed ta patents essential to various CDMA standards, G&M¥dards and implementations of
OFDM and OFDMA systems. If we or other product nfaoturers are required to obtain additional licsreed/or pay royalties to one or
more patent holders, this could have a materiatesgveffect on the commercial implementation of @DIMA or multimode products and
technologies, demand for our licensees’ producis,car profitability.

Other companies or entities also may commantiens seeking to establish the invalidity of patents. In the event that one or more of
our patents are challenged, a court may invalittetgatent or determine that the patent is notreaétle, which could harm our competitive
position. If any of our key patents are invalidatedif the scope of the claims in any of theseeptt is limited by court decision, we could be
prevented from licensing the invalidated or limifgattion of such patents. Even if such a patenli@hge is not successful, it could be
expensive and time consuming to address, diveragement attention from our business and harm guitagon.

Potential tax liabilities could adversely affectraesults.

We are subject to income taxes in both thaddinStates and numerous foreign jurisdictions. iBggmt judgment is required in
determining our provision for income taxes. Althbuge believe our tax estimates are reasonabldirthledetermination of tax audits and
related litigation could be materially differentitihthat which is reflected in historical income pagvisions and accruals. In such case, a
material effect on our income tax provision andinebme in the period or periods in which that d®iaation is made could result.

The high amount of capital required to obtain raffiequency licenses and deploy and expand wirglesgorks could slow the growth of the
wireless communications industry and adverselycaffar business.

Our growth is dependent upon the increaseaimggéreless communications services that utiline technology. In order to provide
wireless communications services, wireless opesatarst obtain rights to use specific radio freqiescThe allocation of frequencies is
regulated in the United States and other counthiesighout the world and limited spectrum spaclgcated to wireless communications
services. Industry growth may be affected by thewmh of capital required to: obtain licenses to mee frequencies; deploy wireless
networks to offer voice and data services; and eapaireless networks to grow voice and data sesvitbe significant cost of licenses and
wireless networks may slow the growth of the indugtwireless operators are unable to obtain ovise the additional capital necessary to
implement or expand 3G wireless networks. Our ghovatuld be adversely affected if this occurs.

If we experience product liability claims or recglive may incur significant expenses and experidaceeased demand for our produc

Testing, manufacturing, marketing and usewfproducts and those of our licensees and custoemtails the risk of product liability.
Although we believe our product liability insuraneél be adequate to protect against product ligbdlaims, we cannot assure you that we
will be able to continue to maintain such insuraace reasonable cost or in sufficient amountgdtegt us against losses due to product
liability. Our inability to maintain insurance ah acceptable cost or to otherwise protect agaitstpial product liability claims could preve
or inhibit the commercialization of our productglahose of our licensees and customers and hardute operating results. Furthermore,
not all losses associated with alleged produatfaibre insurable. In addition, a product liabiitgim or recall, whether against us, our
licensees or customers, could harm our reputatidir@sult in decreased demand for our products.

If wireless phones pose safety risks, we may hectutb new regulations, and demand for our prodwstd those of our licensees ¢
customers may decrease.

Concerns over the effects of radio frequemaissions, even if unfounded, may have the effecligfouraging the use of wireless phones,
which would decrease demand for our products aosktof our licensees and customers. In recent,yiba§CC and foreign regulatory
agencies have updated the guidelines and methegsifie for evaluating radio frequency emissionsifradio equipment, including wireless
phones. In addition, interest groups
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have requested that the FCC investigate claimsatiiatess communications technologies pose healticerns and cause interference with
airbags, hearing aids and medical devices. Cont&wis also been expressed over the possibilitgfetysrisks due to a lack of attention
associated with the use of wireless phones whilendy. Any legislation that may be adopted in rasg®to these expressions of concern ¢
reduce demand for our products and those of oeindiees and customers in the United States assvelfeign countries.

Our QWBS business depends on the availability tellge and other networks.

Our OmniTRACS system currently operates inUnéed States market on leased Band satellite transponders. Our primary datalgat
transponder and position reporting satellite transier lease runs through October 2012 and incliidasponder and satellite protection
(backup capacity in the event of a transponder or sedlilure), which we believe will provide suffamt transponder capacity for our Uni
States OmniTRACS operations through fiscal 201 ailure to maintain adequate satellite capacityl@¢darm our business, operating res
liquidity and financial position. QWBS terrestriaksed products rely on various wireless terrestdaimunication networks operated by tf
parties. The unavailability or nonperformance @i network systems could harm our business.

Our business and operations would suffer in theneegsystem failures.

Despite system redundancy, the implementati@ecurity measures and the existence of a DisRsteovery Plan for our internal
information technology networking systems, our egst are vulnerable to damages from computer virusesithorized access, energy
blackouts, natural disasters, terrorism, war atettanmunication failures. Any system failure, aetitlor security breach that causes
interruptions in our operations or to our custorherdicensees’ operations could result in a maledisruption to our business. To the extent
that any disruption or security breach results lmsa or damage to our customers’ data or appdiaatior inappropriate disclosure of
confidential information, we may incur liability asresult. In addition, we may incur additionaltsa®s remedy the damages caused by these
disruptions or security breaches.

Message transmissions for QWBS operationgoaneatted and processed at the Network Managememte€in San Diego, California,
with a fully redundant backup Network Managememt€elocated in Las Vegas, Nevada. Both centesabed by us, are subject to system
failures, which could interrupt the services andehan adverse effect on our operating results.

From time to time, we install new or upgratbediness management systems. To the extent sueimsyail or are not properly
implemented, we may experience material disruptioreur business, delays in our external finarr&pbrting or failures in our system of
internal controls, that could have a material aseaffect on our results of operations.

We cannot provide assurance that we will contirudeclare dividends at all or in any particular aomds.

We intend to continue to pay quarterly dividersubject to capital availability and periodicetatinations that cash dividends are in the
best interest of our stockholders. Future dividemdy be affected by, among other items, our viewpatential future capital requirements,
including those related to research and developneesdtion and expansion of sales distribution obénand investments and acquisitions,
legal risks, stock repurchase programs, changisiaral income tax law and changes to our busimegiel. Our dividend payments may
change from time to time, and we cannot providerasee that we will continue to declare dividentalbor in any particular amounts. A
reduction in our dividend payments could have aatieg effect on our stock price.

Government regulation may adversely affect ourress.

Our products and those of our customers aeddiees are subject to various regulations, ineduBCC regulations in the United States
other international regulations, as well as thecHjpations of national, regional and internatiostndards bodies. Changes in the regulation
of our activities, including changes in the allégatof available spectrum by the United States gawent and other governments or exclu
or limitation of our technology or products by asrgsnment or standards body, could have a matafiadrae effect on our business, operating
results, liquidity and financial position.

Our business and operating results will be harnfegd are unable to manage growth in our business.

Certain of our businesses have experienceddseof rapid growth that have placed, and mayinaetto place, significant demands on our
managerial, operational and financial resourcesrdier to manage this growth, we must continuemgrove and expand our management,
operational and financial systems and controlduding quality
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control and delivery and service capabilities. Wé® aeed to continue to expand, train and manageraployee base. We must carefully
manage research and development capabilities adigtiion and inventory levels to meet product detnaew product introductions and
product and technology transitions. We cannot a&sgou that we will be able to timely and effectiveteet that demand and maintain the
quality standards required by our existing and ipiidé customers and licensees.

In addition, inaccuracies in our demand foséseor failure of the systems used to develogdrecasts, could quickly result in either
insufficient or excessive inventories and dispreipoate overhead expenses. If we ineffectively nganaur growth or are unsuccessful in
recruiting and retaining personnel, our businessaoerating results will be harmed.

We may not be able to attract and retain qualigsaployees.

Our future success depends largely upon thereed service of our board members, executiviea® and other key management and
technical personnel. Our success also dependsraabdity to continue to attract, retain and mote&vgualified personnel. In addition,
implementing our product and business strategyires|specialized engineering and other talent,camdevenues are highly dependent on
technological and product innovations. Key emplayepresent a significant asset, and the compefitiothese employees is intense in the
wireless communications industry. We continue ticgrate significant increases in human resourpasicularly in engineering, through
fiscal 2006. If we are unable to attract and retaequalified employees that we need, our busimegsbe harmed.

We may have particular difficulty attractingdaretaining key personnel in periods of poor ofieggperformance given the significant use
of incentive compensation by our competitors. Wendbhave employment agreements with our key managepersonnel and do not
maintain key person life insurance on any of ouspenel. The loss of one or more of our key empsy@ our inability to attract, retain and
motivate qualified personnel could negatively intpaer ability to design, develop and commerciatize products and technology.

Since our inception, we have used stock optad other long-term equity incentives as a furetgad component of our employee
compensation packages. We believe that stock aptod other long-term equity incentives directlytivade our employees to maximize
long-term stockholder value and, through the udergj-term vesting, encourage employees to remémuws. To the extent that new
regulations make it less attractive to grant oitmemployees, we may incur increased compensedists, change our equity compensation
strategy or find it difficult to attract, retain dumotivate employees, each of which could matereatid adversely affect our business.

Future changes in financial accounting standardgiactices or existing taxation rules or practigegay cause adverse unexpected reve
fluctuations and affect our reported results of igiens.

A change in accounting standards or practiceschange in existing taxation rules or practuas have a significant effect on our repol
results and may even affect our reporting of tratisas completed before the change is effectivav Mecounting pronouncements and
taxation rules and varying interpretations of acttimg pronouncements and taxation practice havaroeg and may occur in the future.
Changes to existing rules or the questioning ofenurpractices may adversely affect our reportedrfcial results or the way we conduct our
business.

Compliance with changing regulation of corporatesgmance and public disclosure may result in addidl expenses.

Changing laws, regulations and standardsimgl& corporate governance and public disclosumg aneate uncertainty regarding
compliance matters. New or changed laws, regulatiom standards are subject to varying interpogtsiin many cases. As a result, their
application in practice may evolve over time. We eommitted to maintaining high standards of caimgovernance and public disclosure.
Complying with evolving interpretations of new dramged legal requirements may cause us to inchehigpsts as we revise current
practices, policies and procedures, and may diwartagement time and attention from revenue gengrtdicompliance activities. If our
efforts to comply with new or changed laws, regola and standards differ from the activities inleth by regulatory or governing bodies
to ambiguities related to practice, our reputatitay also be harmed. In addition, it has become miiffieult and more expensive for us to
obtain director and officer liability insurance dawe have purchased reduced coverage at subdtahtgtier cost than in the past. Further,
board members, chief executive officer and chigdificial officer could face an increased risk ofpeal liability in connection with the
performance of their duties. As a result, we mayehgifficulty attracting and retaining qualified &l members and executive officers, which
could harm our business.
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Our stockholder rights plan, certificate of incoration and Delaware law could adversely affect pleeformance of our stock.

Our certificate of incorporation provides famulative voting in the election of directors.dddition, our certificate of incorporation
provides for a classified board of directors ardudes a provision that requires the approval ddéis of at least 66 2/3% of our voting stock
as a condition to a merger or certain other busitr@msactions with, or proposed by, a holder & B more of our voting stock. This
approval is not required in cases where certamuofdirectors approve the transaction or whereagerhinimum price criteria and other
procedural requirements are met. Our certificat@adrporation also requires the approval of hadsrat least 66 2/3% of our voting stoclt
amend or change the provisions mentioned relatinbe classified board, cumulative voting or tlensaction approval. Under our bylaws,
stockholders are not permitted to call special mgetof our stockholders. Finally, our certificatieincorporation provides that any action
required or permitted by our stockholders mustfiected at a duly called annual or special meetailger than by any consent in writing.

The classified board, transaction approvacegd meeting and other charter provisions mayadisage certain types of transactions
involving an actual or potential change in our cohtThese provisions may also discourage certgiag of transactions in which our
stockholders might otherwise receive a premiuntteir shares over then current market prices andlimét our stockholders’ ability to
approve transactions that they may deem to beein best interests.

Further, we have distributed a dividend of aght for each outstanding share of our commonkspursuant to the terms of our preferred
share purchase rights agreement. These rightgavide substantial dilution to the ownership of @@ or group that attempts to acquire us
on terms not approved by our board of directorsraagl have the effect of deterring hostile takeategmpts. In addition, our board of
directors has the authority to fix the rights anef@rences of and issue shares of preferred stdi&.right may have the effect of delaying or
preventing a change in our control without actigrobr stockholders.
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Item 2. Properties

At September 25, 2005, we occupied the indatauare footage in the owned or leased facilitéssribed below (square footage in
thousands):

Number Total
of Square
Buildings Location Status Footage Primary Use

15 United States Owned 1,86( Executive and administrative offices, research@dakelopment,
sales and marketing, service functions, manufaajuaind networ
management hul

36 United States Leased 1,232 Administrative offices, research and developmealgsand
marketing, service functions and network managerneht

7 Mexico Leased 12t Administrative offices, sales and marketing, sexfienctions,
manufacturing and network operating cent

3 China Leased 83 Administrative offices, research and developmealgsand
marketing, service functions and network operatiegters

5 Korea Leased 60 Administrative offices, research and developmenit saies and
marketing.

1 India Owned 56 Administrative offices, research and development saies and
marketing.

4 England Leased 52 Administrative offices, research and development sales and
marketing.

5 India Leased 41 Administrative offices, research and developmeut saies and
marketing.

1 Israel Leased 38 Administrative offices, research and development sales and
marketing.

4 Germany Leased 22 Administrative offices, research and developmeuit saies and
marketing.

56 Other Internatione Leasec 14€ Administrative offices, research and developmenit
sales and marketin

Total square footac 3,71¢

In addition to the facilities above, we alswnoor lease an additional approximate 661,000 sgiest of properties that are leased or
subleased to third parties. Our leases expirergingadates through 2015 not including renewal$ whauld be at our option.
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We started construction of two facilities iarSDiego, California in fiscal 2003, totaling apyiroately one million additional square feet
meet the requirements projected in our long-tersirtass plan. In fiscal 2005, we announced our plaespand our backup Network
Management Center in Las Vegas, which uses satehitl terrestrial-based technologies to track fitaignsportation and shipping
nationwide, by approximately two hundred thousamuabse feet. We expect to place the new and expdiaddities in service starting in fisc
2006 through fiscal 2008. We believe that our faed will be suitable and adequate for the prepenposes, and that the productive capacity
in such facilities is substantially being utilizéd.the future, we may need to purchase, builccasé¢ additional facilities to meet the
requirements projected in our long-term busineas.pl

Item 3. Legal Proceedings

Durante, et al v. QUALCOMMONn February 2, 2000, three former employees filgaitative class action against us, alleging uhlbage
discrimination in their selection for layoff in 199and seeking monetary damages based thereorun@ri8, 2003, the Court ordered
decertification of the class and dismissed all rieing claims of the plaintiffs. On August 1, 20@be Ninth Circuit Court of Appeals upheld
the judgment in our favor. On June 20, 2003, 7thefopt-in plaintiffs filed, but did not serve, amaction in the same court, alleging
violations of the Age Discrimination in Employmehtt as a result of their layoffs in 1999. All pl&fifs have now dismissed all remaining
claims in exchange for our agreement not to seiglation costs against them.

Zoltar Satellite Alarm Systems, Inc. v. QUALCOMM. land SnapTrack, IncOn March 30, 2001, Zoltar Satellite Alarm Systeins.
filed suit against us and SnapTrack, Inc. (Snagjrac QUALCOMM wholly-owned subsidiary, in the Ued States District Court for the
Northern District of California seeking monetaryntiges and injunctive relief based on the alleg&thgement of three patents. Following
verdict and finding of no infringement of Zoltapatent claims, the Court entered a judgment iraoidr Snaptrack’s favor on Zoltar's
complaint and awarded us and SnapTrack our costsinbfZoltar filed a notice of appeal, and we &mépTrack filed a responsive notice and
motion to dismiss. Zoltar’'s appeal was dismisseatitae issue of reaching a final judgment on isssde from non-infringement is pending
before the district court.

QUALCOMM Incorporated v. Maxim Integrated Produdts;.: On December 2, 2002, we filed an action in the éthitates District
Court for the Southern District of California agstiMaxim alleging infringement of three patents ardking monetary damages and
injunctive relief based thereon. We amended theptaimt, bringing the total number of patents atiesto four and adding misappropriatior
trade secret and unfair competition claims. Maxourgerclaimed against us, alleging antitrust viola, patent misuse and unfair competi
seeking monetary damages and injunctive reliefd#sereon. On May 5, 2004, the Court granted Magimotion that no indirect
infringement arose in connection with defendard$es of certain products to certain of our licesséemotion we made for preliminary
injunction regarding the alleged trade secret nsagriations by Maxim was heard on January 4, 200&. Court found that Maxim had
acted unlawfully by misappropriating our trade s¢zand issued an injunction order prohibitingtfartmisappropriation and requiring
Maxim to notify customers of the order. Maxim hasight appellate review of the injunction order.

Whale Telecom Ltd v. QUALCOMM Incorporat&h November 15, 2004, Whale Telecom Ltd. sued tisedrNew York State Supreme
Court, County of New York, seeking monetary damdggesed on the claim that we fraudulently induced &nter into certain infrastructure
services agreements in 1999 and later interferéutveir performance of those agreements.

Broadcom Corporation v. QUALCOMM Incorporatedn May 18, 2005, Broadcom filed two actions in thdted States District Court
for the Central District of California against Ukeging infringement of ten patents and seeking etary damages and injunctive relief based
thereon. On the same date, Broadcom also filedvplzont in the United States International Traden@ussion (ITC) alleging infringement
of five of the same patents at issue in the Cebtigttict Court cases seeking a determination afidfrunder Section 337 of the Tariff Act of
1930. On July 1, 2005, Broadcom filed an actiothinUnited States District Court for the DistriétNew Jersey against us alleging violatis
of state and federal antitrust and unfair competitaws as well as common law claims, generallgtie) to licensing and chip sales activiti
seeking monetary damages and injunctive reliefd#sereon. Discovery has commenced in the actions.

QUALCOMM Incorporated v. Broadcom Corporatic@n July 11, 2005, we filed an action in the Uni&dtes District Court for the
Southern District of California against Broadconeging infringement of seven patents, each of wigadssential to the practice of either the
GSM or 802.11 standards, and seeking monetary desvaayd injunctive relief based thereon. On Septe2®e2005, Broadcom answered
and counterclaimed, alleging infringement of sixepds. Discovery has yet to begin in the action.
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QUALCOMM Incorporated v. Broadcom Corporatiad@in October 14, 2005, we filed an action in the EhiStates District Court for the
Southern District of California against Broadconeging infringement of two patents, each of whietates to video encoding and decoding
for high-end multimedia processing, and seeking etemy damages and injunctive relief based thelBoradcom has yet to answer.

Other: We have been named, along with many other manutastof wireless phones, wireless operators anasingtrelated
organizations, as a defendant in purported clagsmal@wsuits, including In re Wireless Telephomedtuiency Emissions Products Liability
Litigation, United States District Court for thedbiict of Maryland, and several individually filedtions, seeking monetary damages arising
out of its sale of cellular phones. On March 5,2a68e Court granted the defendants’ motions toidis five of the consolidated cases
(Pinney, Gimpleson, Gillian, Farina and Naquin)tioa grounds that the claims were preempted by &d¢mnv. On March 21, 2005, the
Circuit Court of Appeals reversed the ruling by bistrict Court and ordered the cases remandethte sourt. All remaining cases filed
against us allege personal injury as a resulteif thse of a wireless telephone. Those cases hlearerdemanded to the Washington, D.C.
Superior Court. The courts that have reviewed sintlaims against other companies to date havethatdhere was insufficient scientific
basis for the plaintiffs’ claims in those cases.

On October 28, 2005, it was reported thatelixcommunications companies (Broadcom, Nokia, $émstruments, NEC, Panasonic and
Ericsson) filed complaints with the European Conwiois, alleging that we violated European Union cetitjpn law in our WCDMA
licensing practices. To date, we have not beendtlynserved with the complaints.

Although there can be no assurance that undé® outcomes in any of the foregoing matters @owlt have a material adverse effect on
our operating results, liquidity or financial pasit, we believe the claims made by other partiesadthout merit and will vigorously defend
the actions. We have not recorded any accrualdotirngent liability associated with the legal prediangs described above based on our b
that a liability, while possible, is not probabfaurther, any possible range of loss cannot be agtitnat this time. We are engaged in nume
other legal actions arising in the ordinary cowfkis business and believe that the ultimate aqutof these actions will not have a material
adverse effect on our operating results, liquidit§inancial position. In addition, some matteratthave previously been disclosed may no
longer be described because of rulings in the catdlements, changes in our business or othelaj@wents rendering them, in our judgme
no longer material to our operating results, ligidr financial position.

Item 4. Submission of Matters to a Vote of Securityolders

No matters were submitted to a vote of segindders during the quarter ended September 28.20
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PART Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

On July 13, 2004, we announced a two-for-daoekssplit in the form of a stock dividend. Stockswdistributed on August 13, 2004 to
stockholders of record as of July 23, 2004. Alerefces in this Annual Report to number of shanespgr share amounts reflect the stock
split.

Market Information

Our common stock is traded on the NASDAQ NaidViarket under the symbol “QCOM.” The followingjie sets forth the range of high
and low sales prices on the National Market ofatamon stock for the periods indicated, as repditeNASDAQ. Such quotations
represent inter-dealer prices without retail markaprkdown or commission and may not necessanigesent actual transactions.

High ($) Low ($)

Fiscal 2004
First quartel 26.82 20.5(
Second quarte 32.6¢4 26.4(
Third quartel 35.0¢ 30.9(
Fourth quarte 41.17 33.6¢

Fiscal 2005
First quartel 44.9¢ 37.71
Second quarte 44.91] 33.9¢
Third quartel 38.52 32.0¢
Fourth quarte 44.9; 32.9¢

As of October 31, 2005, there were 10,595 éisladf record of our common stock. On October BD52the last sale price reported on the
NASDAQ National Market for our common stock was F&per share

Dividends

On March 2, 2004, we announced an increaeearimuarterly dividend from $0.035 to $0.050 pearshon our common stock. On July 13,
2004, we announced an increase in our quarterigelind from $0.050 to $0.070 per share on our comsback. On March 8, 2005, we
announced an increase in our quarterly dividenahf$0.070 to $0.090 per share on our common stoaghdividends announced in fiscal
2004 and 2005 were as follows (in millions, exgeqt share data):
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Cumulative
Per Share Total by Fiscal Year
Fiscal 2004
First quartel $ 0.07M  $ 11z $ 112
Second quarte 0.0t 81 19z
Third quartel — @ — 19z
Fourth quarte 0.07 114 $ 307
Total $ 0.1¢ $ 307
Fiscal 2005
First quartel $ 0.07 $ 11F $ 11¢
Second quarte 0.07 11& 23C
Third quartel 0.0¢ 147 377
Fourth quarte 0.0¢ 147 $ 524
Total $ 0.32 $ 524

@ In the first quarter of fiscal 2004, we announted dividends of $0.035 per share which were fraithe first and second quarters of
fiscal 2004,

(@ We paid a dividend of $0.05 per share in the thurdrter of fiscal 2004 that had been announceldarsécond quarter of fiscal 20!

On October 10, 2005, we announced a cashatididf $0.09 per share on our common stock, payablanuary 4, 2006 to stockholders
of record as of December 7, 2005. We intend toinaatto pay quarterly dividends subject to cagitadilability and periodic determinations
that cash dividends are in the best interests oétmekholders. Future dividends may be affectechbyong other items, our views on potel
future capital requirements, including those relatio research and development, creation and eiqraogsales distribution channels and
investments and acquisitions, legal risks, stopkirehase programs, changes in federal income taamal changes to our business model.

Stock Options

Our stock option plans are part of a broacebakng-term retention program that is intendedttact and retain talented employees and
directors and align stockholder and employee istsre

Pursuant to our 2001 Stock Option Plan (20@h)Pwe may grant options to selected employdes¢tdrs and consultants to purchase
shares of our common stock at a price not lessttiefair market value of the stock at the datgraht. The 2001 Plan provides for the grant
of both incentive stock options and non-qualifieack options. Generally, options outstanding vestrdive years and are exercisable for up
to 10 years from the grant date. We also may grptibns pursuant to our 2001 Non-Employee Direc¢tstsck Option Plan (the 2001
Directors’ Plan). This plan provides for non-quelif stock options to be granted to nremployee directors at an exercise price of nottless
fair market value of the stock at the date of graesting over periods not exceeding five yearsex@dcisable for up to 10 years from the
grant date. The Board of Directors may terminage2001 Plan and/or the 2001 DirectdPtan at any time though it must, nevertheless, h
any stock options previously granted pursuant ¢éoplians.

Additional information regarding our stock it plans and plan activity for fiscal 2005, 200w 2003 is provided in our consolidated
financial statements in this Annual Report in “Note Consolidated Financial Statements, Note 8 —plByee Benefit Plansidnd in our 200
Proxy Statement under the heading “Equity Compéms&tlan Information.”

Issuer Purchases of Equity Securities

On March 8, 2005, we authorized the repurciodsp to $2 billion of the Company’s common stedkh no expiration date. During fiscal
2005, we repurchased and retired 27,083,000 sbams common stock for $953 million. In connectioitih this stock repurchase program,
we have two put options outstanding at Septembg2@3b, with expiration dates of December 7, 20@% arch 21, 2006, that may require
us to repurchase 11,500,000 shares for $411 milfiehof the option premiums received). At Septen@tte 2005, $636 million remained
authorized for repurchases under our stock repaecheogram.
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Iltem 6. Selected Financial Data

The following balance sheet data and statesnafrmperations data for the five years ended S#me 25, 2005, September 26, 2004,

September 28, 2003, September 29, 2002 and Sept@®H2001 were derived from our audited consodiddinancial statements.
Consolidated balance sheets at September 25, 2@0September 26, 2004 and the related consolidgad¢einents of operations and of cash
flows for fiscal 2005, 2004 and 2003 and notesdteeappear elsewhere herein. The data should dénmeanjunction with the annual
consolidated financial statements, related notdsoéimer financial information appearing elsewhezeen.

Years Ended (1)
September 25, September 26, September 28, September 29, September 30,
2005 2004 (2)(5) 2003 (2) 2002 (2) 2001 (1)(3)
(in millions, except per share data)

Statement of Operations Data

Revenue: $ 567: $ 488C $ 3841 $ 2,91t $ 2,68(
Operating incom: 2,38¢ 2,12¢ 1,57 84C 39
Income (loss) from continuing operations before

accounting chang 2,14z 1,72t 1,02¢ 52t (560
Discontinued operations, net of t — 5) (202) (165) —
Accounting changes, net of t — — — — (18)
Net income (loss $ 2,14: $ 1,72 $ 827 $ 36C $ (57¢)
Basic earnings (loss) per common share

Income (loss) from continuing operations befc

accounting chang $ 131 $ 107 $ 0.6t $ 03¢ $ (0.37)

Discontinued operations, net of t — (0.09) (0.19) (0.17) —

Accounting change, net of t: — — — — (0.07)

Net income (loss $ 1.31 $ 1.0€ $ 0.5z $ 0.2: $ (0.3¢)
Diluted earnings (loss) per common share

Income (loss) from continuing operations before

accounting chang $ 1.2¢ $ 10 $ 0.6 $ 03z $ (0.37)

Discontinued operations, net of t — — (0.12) (0.120 —

Accounting change, net of t: — — — — (0.07)

Net income (loss $ 1.2¢ $ 1.0 $ 051 $ 02z $ (0.3¢)
Dividends per share announc $ 0.32( $ 0.19C $ 0.08¢ — —
Shares used in earnings per share calculation

Basic 1,63¢ 1,61¢ 1,57¢ 1,54z 1,517

Diluted 1,694 1,67¢ 1,63¢ 1,61¢ 1,517
Balance Sheet Data
Cash, cash equivalents and marketable sect $ 8,681 $ 7,635 $ 537 $ 3,20C $ 2,581
Total asset 12,47¢ 10,82( 8,82: 6,50¢ 5,67(
Long-term debi — — 122 94 —
Total stockholder equity 11,11¢ 9,66¢ 7,59¢ 5,392 4,812
(1) Our fiscal year ends on the last Sunday in Septemisea result, fiscal 2001 included 53 wee
(2) During fiscal 2004, we sold our consolidasedbsidiaries, the Vésper Operating Companies amgeii@o, and returned personal mobile

(3)

(4)
()

service (SMP) licenses to Anatel, the telecommuitina regulatory agency in Brazil. The results pé@tions, including gains and
losses realized on the sales transactions andMifieliBenses, are presented as discontinued opesa

During fiscal 2001, we accounted for our istveent in the Vésper Operating Companies undezdhéy method of accounting and
recorded $150 million in equity in losses of thesdities in income (loss) from continuing operatidrefore accounting chanc

We effected a tw-for-one stock split in August 2004. All references tontoer of shares and per share amounts reflecstibhi& split.

Prior to the fourth quarter of fiscal 2004 vecorded royalty revenues from certain licendasgd on our estimates of royalties during
the period they were earned. Starting in the foqutarter of fiscal 2004, we began recognizing nyyadvenues solely based on royal
reported by licensees during the quarter. The ah@mthe timing of recognizing royalty revenue waade prospectively and had the
initial one-time effect of reducing royalty revesugcorded in the fourth quarter of fiscal 2004e 8em 7, Management’s Discussion
and Analysis of Financial Condition and Result©gkrations in this Annual Report for more inforroati
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Item 7. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

In addition to historical information, the lmlving discussion contains forwatdeking statements that are subject to risks ar@ainties
Actual results may differ substantially from thaséerred to herein due to a number of factors uidiclg but not limited to risks described in
the section entitled Risk Factors and elsewhethignAnnual Report.

Overview

Recent Highlights

Revenues for fiscal 2005 were $5.67 billioithwet income of $2.14 billion. The following rededevelopments occurred with respect to
key elements of our business or our industry:

. CDMA-based 3G subscribers to wireless operas@griices grew to at least 213 million worldwidedtingh September 2005,
including at least 15 million 1XEV-DO subscribersiaat least 35 million WCDMA subscribers, accordiagiata from a large
portion of the wireless operators around the wc

. CDMA-based handset shipments by manufacturensriadess operators during the period July 2004ughoJune 2005 totaled
approximately 182 million units at an average Bglprice of approximately $215 based on reporfsgal 2005 by our
licensees

. The ratio of WCDMA reported royalties to totapoeted royalties grew from approximately 26% repdrin the fourth quarter
of fiscal 2004 to approximately 41% reported in fitverth quarter of fiscal 200!

. Through October 2005, six manufacturers in Chiaae been added, at our standard worldwide WCDMAltg rates, to the
more than 60 companies that have licensed our WCistant portfolio

. During fiscal 2005, we shipped approximately baillion Mobile Station Modem (MSM) integrated ciiitzsifor CDMA-based
phones and data modules (nearly all of which w&gicluding CDMA2000 1X, 1xEV-DO and WCDMA) comat to
approximately 137 million MSM integrated circuitsthe prior fiscal year. During fiscal 2005, sevew customers selected
WCDMA (UMTS) MSM integrated circuits for their WCDMphone products bringing the total number of WCDN#stomer
to 32, 16 of which have been publicly annount

. As of September 2005, 56 wireless operators wdeginff BREW services in 29 countries, includingtoasers acquired relatt
to the ELATA acquisition. As reported in June 20BREW publishers and developers have earned mare®B50 million to
date from the sale of wireless applications andises developed for the BREW service. Through Septr 2005, three
operators, including ALLTEL, have entered into agnents to license our uiOne user interface teclgyo

. During fiscal 2005, we continued to invest in newverging technologies through strategic acquisitiand research and
development. We completed four acquisitions therymcluding Iridigm, Trigenix, Spike and ELATAnd announced our
intent to acquire Flarion. Each of these acquisgiprovides us complementary or expanded offetimgsir existing
technologies

. During the fourth quarter of fiscal 2005, MedidPFiconducted the first live, over-the-air demongtrabf FLO technology. The
demonstration featured over-the-air delivery arewmng of multiple channels of high quality (QVGA)jreless multimedia
content, both streaming video and multicast padk&d, on a wireless hands

Our Business and Operating Segments

We design, manufacture and market digital i&® telecommunications products and services lmsedr CDMA technology and other
technologies. We derive revenue principally fronesaf integrated circuit products, from licensesend royalties for use of our intellectual
property, from services and related hardware saldsrom software development and licensing aratedlservices. Operating expenses
primarily consist of cost of equipment and servjegesearch and development and selling, generahdmdhistrative expenses.
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We conduct business primarily through fouromtgble segments. These segments are: QUALCOMM COMéhnologies, or QCT;
QUALCOMM Technology Licensing, or QTL; QUALCOMM Watess & Internet, or QWI; and QUALCOMM Strategigtiatives, or QSI.

QCT is a leading developer and supplier afgnated circuits and system software for wirelessevand data communications, multimedia
functions and global positioning. QCT’s integratétuit products and software are used in wirefgsmes, data cards and infrastructure
equipment. The wireless phone integrated circoithide the Mobile Station Modem (MSM), Radio Fremmye(RF) and Power Management
(PM) devices. The wireless phone integrated ciscaiitd software perform voice and data communicatmaritimedia and global positioning
functions, radio conversion between radio and kasglsignals, and power management. The infrasteielguipment integrated circuits
provide the core baseband CDMA modem functionatitthe operator’s equipment. QCT software prodactsthe operating systems that
control the phone and the functionality imbeddedunintegrated circuit products. QCT revenues awsegd 58%, 64% and 63% of total
consolidated revenues in fiscal 2005, 2004 and 2@&pectively.

QTL grants licenses to use portions of owliattual property portfolio, which includes centgatent rights essential to and/or useful in
the manufacture and sale of CDMA products, inclgdimithout limitation, products implementing cdma)&DMA2000, WCDMA and/or
the CDMA TDD standards and their derivatives. Q€taives license fees as well as ongoing royalased on worldwide sales by licensees
of products incorporating our intellectual prope@TL revenues comprised 32%, 27% and 26% of tmtasolidated revenues in fiscal 2005,
2004 and 2003, respectively.

QWI, which includes QUALCOMM Wireless BusineSslutions (QWBS), QUALCOMM Internet Services (QE)d QUALCOMM
Government Technologies (QGOV), generates reverimagly through mobile communication products aeavices, software and software
development aimed at support and delivery of wiglgpplications. QWBS provides satellite and taieddased two-way data messaging,
position reporting and wireless application sersiteetransportation companies, private fleets, tangon equipment fleets and other
enterprise companies. QIS provides BREW (BinarytiRum Environment for Wireless) products and sersji@ecluding the uiOne
customizable user-interface product and the del®ae content distribution system, for the developnaad over-the-air deployment of data
services on wireless devices. QIS also providesa@@hd QPoint products and services. QChat enaistaally instantaneous push-to-chat
functionality on CDMA-based wireless devices wiiPoint enables operators to offer E-911 and lonati@sed applications and services.
The QGOV division provides development, hardware @malytical expertise to United States governnagencies involving wireless
communications technologies. QWI revenues comprldéd, 12% and 13% of total consolidated revenudisdal 2005, 2004 and 2003,
respectively.

QSI makes strategic investments to promotevitrédwide adoption of CDMA products and servid®sir strategy is to invest in CDMA
operators, licensed device manufacturers and gtactbmpanies that we believe open new markets vl & technology, support the design
and introduction of new CDMA-based products or pesaunique capabilities or technology. Effectivefahe beginning of fiscal 2005, we
present the operating results of our wireless matlia operator, MediaFLO USA, Inc. (MediaFLO USi)the QSI segment. Our
MediaFLO USA subsidiary expects to offer a natiatevinediacast network based on our FLO (Forward Onky) technology and
MediaFLO Media Distribution System (MDS), initialtgrgeting 100 top domestic markets, with the evantapability for broader nationwi
coverage. This network is expected to be utilized ahared resource for wireless operators anddh&iomers within the United States
starting in latter 2006. FLO is a multicast tectogyl specifically designed for markets where de@idapectrum is available and where
regulations permit high-power transmission, thensgjucing the number of towers and related infazstire required to provide market
coverage. MediaFLO USA plans to use nationwide MB{x spectrum for which we hold licenses and willggecuring and distributing
content which we will make available wholesale tw wireless operator customers. Distribution, mtnig billing and customer relationshi
are expected to remain services provided by owless operator customers. We are evaluating a numhlserporate structuring options,
including distributing our ownership interest in MaFLO USA to our stockholders in a spin-off tractgan.

Nonreportable segments include the QUALCOMMa@aMiss Systems division, which sells products dparate on the Globalstar low-
Earth-orbit satellite communications system and/gies related services, the QUALCOMM MEMS Technasglivision, comprised of the
Iridigm business, a display technology company #atcquired in the first quarter of fiscal 2008¢ ather product initiatives.
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Looking Forward
We expect continued growth in demand for CDNBR and WCDMA products and services in marketsratdbe world:

. Operators on the CDMA2000 technology path aréayémg 1XEV-DO and are preparing to deploy EV-DO/R®n A. Many
GSM operators are migrating their networks to WCDBli#d are preparing to deploy HSDPA (High Speed DimkiiPacket
Access). The deployment of these 3G networks endtitgher voice capacity and data rates, therebgasting more minutes of
use and data intensive applications like multime

. As of October 2005, 87 WCDMA networks have latethas reported by the Global Mobile Suppliers Aidmn, an
international organization of WCDMA and GSM (Glotststem for Mobile Communications) suppliers. Wpeet that the
WCDMA market will continue to expand as operatoamsition their subscribers to WCDMA devices orsthe CDMA
networks.

. We expect that volume increases and growing ctittgpeamong WCDMA phone manufacturers and WCDM#fegrated
circuit suppliers will help decrease WCDMA phon&es significantly and drive growth of WCDMA phosales worldwide

. We expect that growing demand for advanced 3@G@hand devices will continue to drive the needrforeased multimedia
MSM functionality. To meet this market need, weeimd to continue to invest significant resourcesatmmultimedia
functionality.

. We expect growing demand for low end phones toicoatand have invested resources for single cHigisns which combin
the baseband, radio frequency and power manageshigstinto one package. We believe lower compooeaits and further
integration will drive costs down and enable fasiee to market to meet the increasing demanddiardnd phones. While we
are moving aggressively to address the low end ebamlore effectively with CDMA-based products, widl &ice significant
competition from GSM-based products in this mark

. We also expect growing demand for high end, muliim@hones with added functionality and capabdity high price poin

. The expiration of royalty-sharing obligations endwo agreements, one in fiscal 2005 and the athiéscal 2006, will
contribute to an increase in our royalty revenuefiscal 2006 and beyon

. We will continue our development efforts withpest to our BREW applications development platfoonr, new MediaFLO
Multimedia Distribution System (MDS) and FLO teclhogy for low cost delivery of multimedia contentrwltiple subscribers
simultaneously and our iMoD display technolo

We are dependent upon the commercial deployofe3G wireless communications equipment, prodaots$ services based on our CDMA
technology to increase our revenues and markeg st continue to face significant competition froom-CDMA technologies, as well as
competition from companies offering other CDMA-bageoducts. Recent reports suggest that inflatmrdhave adverse effects on the
global economy and the capital markets. You shaldd refer to the Risk Factors included in this @alrReport for further discussion of
these and other risks related to our business.

Revenue Concentrations

Revenues from customers in South Korea, Japdrhe United States comprised 37%, 21% and 188pectively, of total consolidated
revenues in fiscal 2005 as compared to 43%, 18%R2a#@ respectively, in fiscal 2004, and 45%, 15% 28%, respectively, in fiscal 2003.
We distinguish revenue from external customersdnggaphic areas based on customer location. Resdram customers in Japan increased
as a percentage of total revenues, from 15% ialf@03 to 18% in fiscal 2004 and 21% in fiscal 208ue primarily to increased royalties
reported by licensees in Japan resulting from tbevth of CDMA2000 and WCDMA in Japan as well asitlseiccess in exporting products
worldwide. Combined revenues from customers in B#&area and the United States decreased as a pageent total revenues, from 68% in
fiscal 2003 to 64% in fiscal 2004 and 55% in fis2@05, due primarily to increases in revenues froamufacturers of CDMA and WDCMA
products in other regions such as China, JapaWésiern Europe.
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Critical Accounting Policies and Estimates

Our discussion and analysis of our resultspafrations and liquidity and capital resourcesbaied on our consolidated financial
statements which have been prepared in accordaitit@ezounting principles generally accepted inlimited States. The preparation of
these financial statements requires us to makenatgs and judgments that affect the reported amairgssets, liabilities, revenues and
expenses, and disclosure of contingent assetdabilities. On an ongoing basis, we evaluate otimeges and judgments, including those
related to revenue recognition, valuation of inibfgassets and investments, income taxes, agdtiitn. We base our estimates on historical
and anticipated results and trends and on varithes assumptions that we believe are reasonabler wihe circumstances, including
assumptions as to future events. These estimatestiie basis for making judgments about the cagryaiues of assets and liabilities that are
not readily apparent from other sources. By thature, estimates are subject to an inherent dejneecertainty. Actual results that differ
from our estimates could have a significant advefeet on our operating results and financial posi We believe that the following
significant accounting policies and assumptions maglve a higher degree of judgment and completkign others.

Revenue Recognition. We derive revenue principally from sales of intégdacircuit products, from royalties and licensesféor our
intellectual property, from messaging and othevises and related hardware sales and from softdewelopment and licensing and related
services. The timing of revenue recognition andatm@unt of revenue actually recognized in each dapends upon a variety of factors,
including the specific terms of each arrangemedtthe nature of our deliverables and obligationstebmination of the appropriate amoun
revenue recognized involves judgments and estintédésve believe are reasonable, but it is possitaieactual results may differ from our
estimates.

We license rights to use portions of our ietglal property portfolio, which includes cert@iatent rights essential to and/or useful in the
manufacture and sale of CDMA products, includinghawut limitation, products implementing cdmaOn&NA2000, WCDMA and/or the
CDMA TDD standards and their derivatives. Licenstypically pay a license fee in one or more instalhts and ongoing royalties based on
their sales of products incorporating or using lmensed intellectual property. License fees acegaized over the estimated period of future
benefit to the average licensee, typically fivesdéwen years. We earn royalties on such licensed £pidducts sold worldwide by our
licensees at the time that the licensees’ salesro@uir licensees, however, do not report and pgglties owed for sales in any given quarter
until after the conclusion of that quarter, ands@me instances, although royalties are reportadeply, payment is on a semi-annual basis.
During the periods preceding the fourth quarteisafal 2004, we estimated and recorded the royaltgnues earned for sales by certain
licensees (the Estimated Licensees) in the quiartghich such sales occurred, but only when redslenastimates of such amounts could be
made. Not all royalties earned were recorded banezstimates.

In the fourth quarter of fiscal 2004, we detered that, due to escalating and changing businesds, we no longer had the ability to
reliably estimate royalty revenues from the Estaddticensees. These escalating and changing trecldsled the commercial launches and
global expansion of WCDMA networks, changes in maghare among licensees due to increased globgdetdion, and increased
variability in the integrated circuit and finishptbduct inventories of licensees. Starting in iherth quarter of fiscal 2004, we began
recognizing royalty revenues solely based on r@gteported by licensees during the quarter. Ha@ge in the timing of recognizing roya
revenue was made prospectively and had the initiaitime effect of reducing royalty revenues reedrih the fourth quarter of fiscal 2004.

Valuation of | ntangible Assets and | nvestments. Our business acquisitions typically result in thearding of goodwill and other
intangible assets, and the recorded values of thesets may become impaired in the future. As pfe®eber 25, 2005, our goodwill and
intangible assets, net of accumulated amortizati@ne $571 million and $237 million, respectiveihe determination of the value of such
intangible assets requires management to makeatstmand assumptions that affect our consolidataddial statements. We assess pote
impairments to intangible assets when there isesd that events or changes in circumstances tedicat the carrying amount of an asset
may not be recovered. Our judgments regardingxigemce of impairment indicators and future cdstv$ related to intangible assets are
based on operational performance of our acquirathbeses, market conditions and other factors ofitjh there are inherent uncertainties in
this assessment process, the estimates and assnswg use are consistent with our internal plamnirthese estimates or their related
assumptions change in the future, we may be redjtireecord an impairment charge on all or a portibour goodwill and intangible assets.
Furthermore, we cannot predict the occurrence toféuimpairment-triggering events nor the impaatseavents might have on our reported
asset values. Future events could cause us tountmtiiat impairment indicators exist and that gathaw other intangible assets associated
with our acquired businesses is impaired. Any tesyimpairment loss could have an adverse impaauwr results of operations.
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We hold minority investments in publicly-tradeompanies whose share prices may be highly \@ldthese investments, which are
recorded at fair value with increases or decregsasrally recorded through stockholders’ equitpth®r comprehensive income or loss,
totaled $1.16 billion at September 25, 2005. Wemimpairment charges when we believe an investinas experienced a decline that is
other than temporary. The determination that aided other than temporary is subjective and arilced by many factors. Future adverse
changes in market conditions or poor operatingltest investees could result in losses or an litglid recover the carrying value of the
investments, thereby possibly requiring impairmgrdrges in the future. When assessing a publielyet investment for an other-than-
temporary decline in value, we consider such facésr among other things, how significant the dedi value is as a percentage of the
original cost, how long the market value of thedstiment has been less than its original cost,¢ifemmance of the investee’s stock price in
relation to the stock price of its competitors witthe industry and the market in general and amagcommendations. We also review the
financial statements of the investee to deternfitieei investee is experiencing financial difficaki In the event our judgments change as to
other-than-temporary declines in value, we maynetem impairment loss which could have an advergmtt on our results of operations.
During fiscal 2005, 2004 and 2003, we recordediilRon, $12 million and $100 million, respectivelyn other-than-temporary losses on our
minority investments in publicly-traded companies.

We hold minority strategic investments in ptey companies whose values are difficult to deteemrhese investments totaled
$122 million at September 25, 2005. We record impant charges when we believe an investment hasriexiged a decline that is other t|
temporary. The determination that a decline is roth@n temporary is subjective and influenced bywyfactors. Future adverse changes in
market conditions or poor operating results of tges could result in losses or an inability t@wvec the carrying value of the investments,
thereby possibly requiring impairment charges mftiture. When assessing investments in privatepenies for an other-than-temporary
decline in value, we consider such factors as, anotiner things, the share price from the investkést financing round, the performance of
the investee in relation to its own operating t&s@and its business plan, the investee’s revendeast trends, the liquidity and cash position,
including its cash burn rate and market acceptahtige investee’s products and services. From tortane, we may consider third party
evaluations, valuation reports or advice from itrest banks. We also consider new products/sertiizgghe investee may have
forthcoming, any significant news that has beeeastd specific to the investee or the investeetgpetitors and/or industry and the outlook
of the overall industry in which the investee opesaln the event our judgments change as to obiaertemporary declines in value, we may
record an impairment loss which could have an advenpact on our results of operations. Duringafi005 and 2003, we recorded
$1 million and $28 million, respectively, in othiian temporary losses on our investments in prigatepanies. Such losses were not
significant in fiscal 2004.

Income Taxes. Our income tax returns are based on calculatiodsaasumptions that are subject to examination éyrtternal Revenue
Service and other tax authorities. While we beliaechave appropriate support for the positionsrtakeour tax returns, we regularly assess
the potential outcomes of these examinations agdudare examinations for the current or prior yseir determining the adequacy of our
provision for income taxes. As part of our assesdgropotential adjustments to our tax returns,imeeease our current tax liability to the
extent an adjustment would result in a cash taxneay or decrease our deferred tax assets to thateat adjustment would not result in a
cash tax payment. We continually assess the liketirand amount of potential adjustments and attjesincome tax provision, the current
tax liability and deferred taxes in the period ihigh the facts that give rise to a revision becmmawn. Although we believe that the
estimates and assumptions supporting our assessarenteasonable, adjustments could be materiéiéreht from those which are reflected
in historical income tax provisions and recordeseésand liabilities.

We regularly review our deferred tax assetsdooverability and establish a valuation allowebased on historical taxable income,
projected future taxable income, the expected tinoihthe reversals of existing temporary differenaad the implementation of tax-planning
strategies. As of September 25, 2005, gross defftaseassets were $937 million. If we are unablgewerate sufficient future taxable income
in certain tax jurisdictions, or if there is a ntédéchange in the actual effective tax rates metperiod within which the underlying tempor:
differences become taxable or deductible, we cbaldequired to increase our valuation allowancénagaur deferred tax assets which could
result in an increase in our effective tax rate anédverse impact on operating results.
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As of September 25, 2005, we had gross deféaveassets of $301 million related to capitasloarry forwards. We can only use capital
losses to offset capital gains. Based upon ousassents of projected future capital gains and fasd related tax planning strategies, we
expect that our future capital gains will not béfisient to utilize all the capital losses that Wwave incurred through fiscal 2005. Therefore
have provided a valuation allowance in the amo@®6@ million for the portion of capital losses @e not expect to utilize. Adjustments to
our valuation allowance based on changes to oecést of capital losses and capital gains arectefiiein the period the change is made.

We consider the operating earnings of ceriamUnited States subsidiaries to be indefinitalyested outside the United States. No
provision has been made for United States fedexhktate, or foreign taxes that may result fromriremittances of undistributed earnings
of foreign subsidiaries, the cumulative amount bfcl is approximately $1.2 billion as of Septemp®y 2005. Should we repatriate foreign
earnings, we would have to adjust the income taxipion in the period in which the decision to rejade earnings of foreign subsidiaries is
made. On October 22, 2004, the American Jobs @reaiit of 2004 (the Jobs Creation Act) was sigmed law. The Jobs Creation Act
created a temporary incentive for corporationdh@Wnited States to repatriate accumulated incamneed abroad by providing an 85 percent
dividends received deduction for certain dividefrdsn controlled foreign corporations. In the fouctharter of fiscal 2005, we repatriated
approximately $0.5 billion of foreign earnings gfiahg under the Jobs Creation Act and recordeelaed expense of approximately
$35 million for federal and state income tax ligglk. The distribution does not change our intamto indefinitely reinvest earnings of cert
foreign subsidiaries outside the United States.

Litigation. We are currently involved in certain legal proceedi. Although there can be no assurance that urgbleooutcomes in any of
these matters would not have a material adversetafh our operating results, liquidity or finarigasition, we believe the claims are with
merit and intend to vigorously defend the actidfie. estimate the range of liability related to peditigation where the amount and rang:
loss can be estimated. We record our best estiofi@doss when the loss is considered probable.révadiability is probable and there is a
range of estimated loss with no best estimateamrdhge, we record the minimum estimated liabiktyated to the claim. As additional
information becomes available, we assess the patdiability related to our pending litigation amdvise our estimates. We have not recol
any accrual for contingent liability associatedhadgiur legal proceedings based on our belief thiabdity, while possible, is not probable.
Further, any possible range of loss cannot be agtinat this time. Revisions in our estimates efgbtential liability could materially impact
our results of operations.

Acquisitions

In October 2004, we completed the acquisitimnsidigm Display Corporation (Iridigm), a displdechnology company, for a total of
approximately $160 million in cash and the exchaofggetock options with an estimated aggregateviaime of approximately $17 million, a
Trigenix Limited (Trigenix), a mobile user interacompany for approximately $33 million in casheTwonvergence of consumer electronics
products, including cameras, MP3 players, camcerd&PS receivers and game consoles into wirelegsedeis driving the increased
adoption of 3G CDMA. Iridigm’s display technologgnown as iMoD, enables advanced, high-resolutioftimedia capabilities on all tiers
of mobile devices, while providing substantial peniance, power consumption and cost benefits, mpared to other alternative display
technologies. Our acquisition of Iridigm is intedde accelerate the time-to-market for Iridigm’sglay technology, which fits our overall
strategy of rapidly increasing the capability ofeléss devices while driving down cost, size anggraconsumption. In addition to having a
better display, operators and device manufactureesl a secure and modular approach for customiz@igphone user interfaces so they can
brand and differentiate their handsets. Our actpisof Trigenix complements our BREW offering byding Trigenix’s user interface
development tools, enhancing the capabilities ofBREW uiOne user interface and accelerating the-io-market for new user interface
features, such as multi-perspective window dispdajnology.

In August 2005, we completed the acquisitibBRIOATA, Ltd. (ELATA), a developer of mobile contedelivery and device management
software systems, for a total of approximately $%lfion in cash. Our acquisition of ELATA will en#bus to offer a unified mobile content
delivery system to operators who desire an enhafiaetework for managing, delivering and marketiioip wireless content. The ELATA
single service delivery
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framework, which leverages open standards intesfeaensure interoperability and retain backwargatibility, is platform-agnostic and

will allow operators to consolidate the deliveryatifof their content services without having tanbe their device portfolio. This acquisition
will also expand our presence in Europe by enahistp offer European operators a content deliggsgem that can be easily integrated with
their existing core network and business systerns.HLATA single service delivery framework has breogpart of our family of BREW
product offerings and is being marketed under taadb name deliveryOne.

In August 2005, we announced our intentioadquire Flarion Technologies, Inc. (Flarion), aeleper of OFDMA technology. Upon
completion of the acquisition, which is anticipatedhe first half of fiscal 2006, pending regulat@pproval and other customary closing
conditions, we estimate that we will pay approxieha$545 million in consideration, consisting opapximately $272 million in shares of
QUALCOMM stock, $235 million in cash, and the exabe of Flarion’s existing vested options and wasavith a fair value of
approximately $38 million. Upon achievement of aertagreed upon milestones on or prior to the bighhiversary of the close of this
transaction, we may issue additional aggregateideration of $205 million, consisting of approxiragt $173 million payable in cash to
Flarion stockholders and $32 million in shares &fARCOMM stock, which will be issued to Flarion opti holders and warrant holders uj
or following the exercise of such options and waisaOur acquisition of Flarion is intended to lztea our ability to effectively support
operators who may prefer an OFDMA or a hybrid OFCERIMA/WCDMA network alternative for differentiatintpeir services. The addition
of Flarion’s intellectual property and engineermegources will also supplement the resources thatave already dedicated over the years
towards the development of OFDM/OFDMA technologies.

Strategic Investments in our QSI Segment

Our QSI segment makes strategic investmergsomote the worldwide adoption of CDMA productsl aervices. QS| segment assets
totaled $442 million at September 25, 2005, comp#web400 million at September 26, 2004. Our MeH@RJSA subsidiary, a wireless
multimedia operator, is expected to begin commeogarations in latter 2006. We also enter intatsiic relationships with CDMA wireless
operators and developers of innovative technologiiggoducts for the wireless communications induddue to financial and competitive
challenges facing wireless operators, we cannatras®u that our investments in or loans to thgmeators will generate financial returns or
that they will result in increased adoption or ¢@oméd use of CDMA technologies. CDMA wireless opersito whom we have provided
funding have limited operating histories, are faa#tth significant capital requirements and are higaveraged and/or have limited financial
resources. If these CDMA wireless operators aresnotessful, we may have to write down our investsi or loans to these operators.

Our QSI segment maintains strategic investmignmarketable equity securities classified adlaig-for-sale. We strategically invest in
companies in the high-technology industry and tgibycdo not attempt to reduce or eliminate our esyve to market risks in these
investments. The fair values of these strategiestments are subject to substantial quarterly andal fluctuations and to significant market
price volatility. Our strategic investments in sfieccompanies and industry segments may vary twe, and changes in concentrations may
affect price volatility. Downward fluctuations angarket trends could adversely affect our operatisglts. In addition, the realizable value
these securities and derivative instruments isestildp market and other conditions.

QSI also makes strategic investments in pelydteld companies, including early stage compaaigsventure funds. These investments
are comprised of equity investments, recorded stt@ounder the equity method, and warrants treatecorded at fair value or at cost. The
recorded values of these investments may be wuitbevn due to changes in the companies’ conditionsaspects. These strategic
investments are inherently risky as the marketHertechnologies or products the investees arela@ng may never materialize. As a result,
we could lose all or a portion of our investmemtshiese companies, which could negatively affectfioancial position and operating results.
Most of these strategic investments will not becdiopgid until more than one year from the daterafastment, if at all. To the extent such
investments become liquid and meet strategic aicé pbjectives, we may sell the investments andgeize the realized gain (loss) in
investment income (expense).

We regularly monitor and evaluate the realeafalue of our investments in both marketable private securities. If events and
circumstances indicate that a decline in the vafubese assets has occurred and is other tharotamgpwe will record a charge to
investment income (expense). In some cases, we stiategic investments that require us to constdidarecord our equity in the losses of
early stage companies. The consolidation of thessek can adversely affect our financial resultis we exit from or reduce our exposure to
the investments.
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Key developments in our strategic investmentsng fiscal 2005 included our ongoing investmeamur MediaFLO USA subsidiary, a
slow down in the rate of strategic investment,udahg our investment in Inquam, and realized gamsertain strategic investments.

Investment in Inquam Limited. Since October 2000, we and another investor (tfheQhvestor) have provided equity and debt funda
Inquam Limited (Inquam). Inquam owns, develops anahages wireless CDMA-based communications systeithgr directly or indirectly,
primarily in Romania and Portugal. We recorded 88ion, $59 million and $99 million in equity irokses of Inquam during fiscal 2005,
2004 and 2003, respectively. At September 25, 2606equity and debt investments in Inquam tot&2@ million, net of equity in losses,
and we had no remaining funding commitment undetoidge loan agreement.

During fiscal 2005, Inquam secured new longaténancing (the new facilities). We and the Otharestor each guaranteed 50% of a
portion of the amounts owed under certain of the fezilities, up to a combined maximum of $54 noilli Amounts outstanding under the
new facilities subject to the guarantee totaled ¥Bon as of September 25, 2005. The guarantgé&ex and the new facilities mature on
December 25, 2011.

In October 2005, we and the Other Investoe@gto restructure Inquam. Upon close of the restring, which is expected to occur in the
first half of fiscal 2006, the Portugal compania8l e spun-off through the exchange of portion®of and the Other Investor's debt
investments for direct equity interests in the Bgat companies. Inquam, which will continue to alva Romania companies, will repurchase
certain minority equity interests. Immediately affee restructuring, we will hold an approximate?8 equity interest in Inquam and a 23%
equity interest in the Portugal companies, whickxigected to be reduced over time as the Othestavenakes the further investments in the
Portugal companies contemplated by the restrugwiimeements. In addition, we and the Other Invegilbhave a put-call option
arrangement. Under this arrangement, the Othestavevill have the right to buy our equity and detestments in Inquam, subject to
certain conditions, by exercising its call optiarhich will expire no later than May 14, 2008. Thanimum purchase price will be
approximately $66 million. In the event that thén@tlInvestors call option expires, or in certain other circuamstes prior to that date, we v
have the right to sell our equity and debt investimén Inquam to the Other Investor at a minimutesarice of $66 million. Such right will
expire after six months. We do not anticipate piling any further funding to Inquam or to the Pogtugpmpanies.

Fiscal 2005 Compared to Fiscal 2004

Revenues. Total revenues for fiscal 2005 were $5.67 billioampared to $4.88 billion for fiscal 2004. Revenfrem LG Electronics,
Samsung and Motorola, customers of our QCT, QTL@W segments, comprised an aggregate of 15%, 184 4% of total consolidated
revenues, respectively, in fiscal 2005, comparetbih, 15% and 10% of total consolidated revenwespactively, in fiscal 2004.

Revenues from sales of equipment and serficdiscal 2005 were $3.74 billion, compared toSH3billion for fiscal 2004. Revenues frc
sales of integrated circuits increased $165 milli@sulting primarily from an increase of $396 roifl related to higher unit shipments of
MSM and accompanying RF integrated circuits, plytiaffset by a decrease of $241 million relatedhe effects of reductions in average
sales prices and changes in product mix. Revemassthe sale of satellite and terrestrial-basedwag data messaging systems and related
messaging services increased $25 million and reagefrom the sale of satellite portable phonesdhatate on the Globalstar low-Earth-orbit
satellite communications system increased $19anilli

Revenues from licensing and royalty fees igrdl 2005 were $1.93 billion, compared to $1.3lfdi for fiscal 2004. During fiscal 2005,
the QTL segment recorded royalty revenues soledgdb@n royalties reported by licensees during &a&,)yas compared to the method used
during the first three quarters of fiscal 2004 @tarding royalty revenues from certain licenseesgtan estimates of royalty revenues earned
by those licensees during the quarter. The incrieasgyalty revenue year to year resulted primafiibm a $350 million increase in royalties
reported to us by our external licensees and tleetedf changing the timing of recognizing royalgwenues in the fourth quarter of fiscal
2004. Royalty revenues recorded in fiscal 2004weed $151 million of royalties that were reportgdelaternal licensees in the first quarte
fiscal 2004, but estimated and recorded as reventie fourth quarter of fiscal 2003. Royaltiesadpd to us by external licensees in fiscal
2005 were $1.64 billion, as compared to $1.29dilin fiscal 2004. The increase in royalties repadtb us by external licensees was prim
due to an increase in sales of CDMA products tBnisees, resulting from higher worldwide demand2oMA products at higher average
selling prices due primarily to the growth in sabé$igh-end WCDMA products and shifts in the gexgaic distribution of sales of CDMA
products.
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Cost of Equipment and Services. Cost of equipment and services revenues for f2@@b was $1.65 billion, compared to $1.48 billion f
fiscal 2004. Cost of equipment and services reveasea percentage of equipment and services reverage44% for fiscal 2005, compare
42% for fiscal 2004. The margin percentage dedtirfiscal 2005 compared to fiscal 2004 was prinyadile to a 1.3% decrease in QCT
margin percentage. Increases in product suppots eosl the reserves for excess and obsolete inyecdatributed 1.1% and 0.5%,
respectively, to the total decrease in QCT margit@ntage. Cost of equipment and services revasiapercentage of equipment and
services revenues may fluctuate in future quadepending on the mix of products sold and servyicesided, competitive pricing, new
product introduction costs and other factors.

Research and Devel opment Expenses. For fiscal 2005, research and development expemses$1.01 billion or 18% of revenues,
compared to $720 million or 15% of revenues fordl2004. The dollar and percentage increaseseareh and development expenses
primarily resulted from a $275 million increasecwsts related to integrated circuit products ameoinitiatives to support lower cost phones,
multimedia applications, high-speed wireless Intéaccess and multimode, multiband, multinetwoddprcts and technologies, including
CDMA2000 1X/1xEV-DO, WCDMA, HSDPA, GSM/GPRS/EDGE&®FDMA, and the development of our FLO technoldggdiaFLO
MDS and iMoD display products using MEMS technolog¥e expect that research and development codttwaiéase in fiscal 2006 as we
continue our active support of CDMA-based techni@sgproducts and network operations and otherymtaditiatives.

Selling, General and Administrative Expenses. For fiscal 2005, selling, general and administetxpenses were $631 million or 11% of
revenues, compared to $547 million or 11% of reesnfor fiscal 2004. The dollar increase was primatue to a $38 million increase in
professional fees, primarily patent administraonl outside consultants, a $33 million increaseniployee-related expenses, and a
$13 million decrease in other income.

Net I nvestment I ncome. Net investment income was $423 million for fiscBD8, compared to $184 million for fiscal 2004. Tdange
was primarily comprised as follows (in millions):

Year Endec
September 2¢ September 2¢
2005 2004 Change
Interest and dividend incom
Qsl $ 4 $ 14 $ (10
Corporate and other segme 252 161 91
Interest expens 3 2 Q)
Net realized gains on investmer
Qsl 101 56 45
Corporate 78 32 46
Otherthar-temporary losses on investme (14) 12 2
Gains on derivative instrumer 33 7 26
Equity in losses of investe: (28) (72) 44
$ 42% $ 184 $ 23¢

The increase in interest and dividend incomeash and marketable securities held by corparadeother segments was a result of higher
average cash and marketable securities balancdsighmet interest rates earned on interest-beadngrities. Net realized gains on corporate
investments increased primarily as a result ohaneiase in the positive performance of marketatplétye securities as a percentage of total
corporate investments in fiscal 2005, as compardid¢al 2004. The increase in net realized gamstoategic investments in QSI resulted
primarily from a $48 million gain on our minoritpvestment in a wireless publisher and a $41 mikjaim on the sale of our investment in
Next WaveTelecom Inc. Gains and losses on derivative insgéntmin both fiscal 2005 and 2004 related primadlghanges in the fair values
of put options sold in connection with our stocRuerchase program. Equity in losses of investeesedsed primarily due to a decrease in
losses incurred by Inquam, of which our share v&ssriillion for fiscal 2005 as compared to $59 roitiifor fiscal 2004.

Income Tax Expense. Income tax expense from continuing operations v $nillion for fiscal 2005, compared to $588 naitlifor
fiscal 2004. The annual effective tax rate for awnihg operations was approximately 24% for fis2@05, compared to 25% for fiscal 2004.
The annual effective tax rate from continuing ogiers for fiscal 2005 was lower than the annuat&tff/e tax rate from continuing operatic
for fiscal 2004 primarily due to an increase ingign earnings taxed at less than the United Statiesal tax rate.

47




Table of Contents

The annual effective tax rate for fiscal 20@&s 11% lower than the United States federal statuite primarily due to benefits of
approximately 10% related to foreign earnings taxieldss than the United States federal rate, 38teckto an increase in tax benefits
resulting from our increased ability to use ouritposs carryforwards and 2% related to researaghdevelopment tax credits, partially of
by state taxes of approximately 4%.

As of September 25, 2005, we had a valuatiowance of approximately $62 million on previoushgurred capital losses due to
uncertainty as to our ability to generate suffitieapital gains to utilize all capital losses. Wil eontinue to assess the realizability of capital
losses. The amount of the valuation allowance qitaldosses may be adjusted in the future as bilityato utilize capital losses changes. A
change in the valuation allowance may impact tlwipion for income taxes in the period the changmucs.

Fiscal 2004 Compared to Fiscal 2003

Revenues. Total revenues for fiscal 2004 were $4.88 billioampared to $3.85 billion for fiscal 2003. Revenfresn Samsung, LG
Electronics and Motorola, customers of our QCT, QiRld QWI segments, comprised an aggregate of 15%,ahd 10% of total
consolidated revenues, respectively, in fiscal 2@04npared to 17%, 13% and 13% of total consolttleggenues, respectively, in fiscal 2C

Revenues from sales of equipment and serficdiscal 2004 were $3.51 billion, compared tog8&billion for fiscal 2003. Revenues frc
sales of integrated circuits increased $652 mijli@sulting primarily from an increase of $994 roifl related to higher unit shipments of
MSM and accompanying RF integrated circuits, plytaffset by a decrease of $331 million relatedhe effects of reductions in average
sales prices and changes in product mix.

Revenues from licensing and royalty fees ifrel 2004 were $1.37 billion, compared to $983iarilfor fiscal 2003. The increase resul
primarily from higher QTL segment royalties, regwitprimarily from an increase in phone and infrasture equipment sales by our licens
at higher average selling prices, partially oftsgthe effect of the change in timing of recognigioyalties to an “as reported” method during
the fourth quarter of fiscal 2004. Royalty reventesorded in fiscal 2004 excluded $151 million ayalties that were reported by licensees in
the first quarter of fiscal 2004, but estimated eewbrded as revenue in the fourth quarter of fi2083. Royalties reported to us by licensees
in fiscal 2004 were $1.29 billion as compared t8Bnillion in fiscal 2003.

Cost of Equipment and Services. Cost of equipment and services revenues for figa#t was $1.48 billion, compared to $1.27 billion f
fiscal 2003. Cost of equipment and services revemsea percentage of equipment and services reverage42% for fiscal 2004, compare
44% for fiscal 2003. The margin percentage impromeinn fiscal 2004 compared to fiscal 2003 was prity due to the increase in QCT
revenues as a percentage of total equipment anigasgrevenues, resulting in increased QCT masgative to the total.

Research and Devel opment Expenses. For fiscal 2004, research and development expemses$720 million or 15% of revenues,
compared to $523 million or 14% of revenues fordl2003. The dollar and percentage increaseseareh and development expenses
primarily resulted from a $187 million increasecwsts related to integrated circuit products atemoinitiatives to support multimedia
applications, high-speed wireless Internet accedsvaultimode, multiband, multinetwork products aadhnologies, including CDMA2000
1X/1XEV-DO, WCDMA, HSDPA and GSM/GPRS/EDGE, and tlevelopment of our FLO technology and MediaFLO MDS

Selling, General and Administrative Expenses. For fiscal 2004, selling, general and administetxpenses were $547 million or 11% of
revenues, compared to $483 million or 13% of reesrfor fiscal 2003. The dollar increase was primatie to a $61 million increase in
employee-related expenses, a $21 million increapedfessional fees, primarily patent administraémd outside consultants, and a
$12 million increase related to a charitable gtargn educational institution for the primary pusp®f furthering the study of engineering
math, partially offset by the effect of a $34 nufliimpairment loss recorded in fiscal 2003 on oieless licenses in Australia due to
developments that affected potential strategicradtitves for using the spectrum. The impairmens lesognized was the difference between
the assets’ carrying values and their estimated/&ues.
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Net I nvestment | ncome (Expense). Net investment income was $184 million for fisc@D2, compared to net investment expense of
$8 million for fiscal 2003. The change was primadbmprised as follows (in millions):

Year Endec
September 2¢ September 2¢
2004 2003 Change
Interest and dividend incom
Qsl $ 14 $ 45 $ 3)
Corporate and other segme 161 112 48
Interest expens 2 2 —
Net realized gains on investmer
QsSlI 56 63 (7
Corporate 32 17 15
Other-thar-temporary losses on investme (12 (128) 11€
Gains (losses) on derivative instrume 7 3 10
Equity in losses of investe: (72) (119) 41
$ 184 $ (8) $ 19z

The increase in interest and dividend incomeash and marketable securities held by corparadeother segments was a result of higher
average cash and marketable securities balanagis/lpaffset by the impact of lower interest ratearned on interest-bearing securities, and
$6 million in interest income recorded as a restii refund from the United States Internal ReveBervice. The decrease in QSI interest
income was primarily the result of the prepaymenttee Pegaso debt facility in the first quartefietal 2004. The other-than-temporary
losses on investments during fiscal 2003 primaglated to an $81 million impairment of our investrhin a wireless operator in South Kc
and a $16 million impairment of our investment ipravider of semiconductor packaging, test andidistion services. Equity in losses of
investees decreased primarily due to a decredessas incurred by Inquam, of which our share vi&srillion for fiscal 2004 as compared
to $99 million for fiscal 2003.

Income Tax Expense. Income tax expense from continuing operations vE@8$nillion for fiscal 2004, compared to $536 naitlifor
fiscal 2003. The annual effective tax rate for gaing operations was approximately 25% for fis?@04, compared to 34% for fiscal 2003.
The annual effective tax rate for continuing opierat for fiscal 2004 was lower than the 2003 effectax rate for continuing operations
primarily due to an increase in foreign earning®that less than the United States federal tax aaténcrease in tax benefits recorded arising
from our increased ability to use capital lossyamvards and the reduction of QTL earnings, which taxed at a rate that is lower than our
effective tax rate, as a percentage of total egmitue to the change in the timing of recognizifig- Qoyalties. Foreign earnings taxed at less
than the United States federal rate were high@séal 2004 primarily due to the adjustment of ateicompany royalty agreement and an
increase in foreign earnings. The annual effedtixerate for continuing operations for fiscal 20@ds 10% lower than the United States
federal statutory rate due primarily to a beneffiipproximately 14% related to foreign earningsthat less than the United States federal
rate, research and development tax credits anthowgased ability to use capital loss carryforwapistially offset by state taxes of 4%.

Our Segment Results for Fiscal 2005 Compared to Fal 2004

The following should be read in conjunctiorthwthe financial results of fiscal 2005 and 200ddach reporting segment. See “Notes to
Consolidated Financial Statements — Note 10 — Segmérmation.”

QCT Segment. QCT revenues for fiscal 2005 were $3.29 billiomnpared to $3.11 billion for fiscal 2004. Equipmant services
revenues, primarily from MSM and accompanying Riegnated circuits, were $3.20 billion for fiscaldB) compared to $3.04 billion for
fiscal 2004. The increase in integrated circuitereie was comprised of $396 million related to krgimit shipments, partially offset by a
decrease of $241 million related to the effecteediictions in average sales prices and changesdug mix. Approximately 151 million
MSM integrated circuits were sold during fiscal 808ompared to approximately 137 million for fis@8i04.
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QCT's earnings before taxes for fiscal 2005en&852 million, compared to $1.05 billion for fd@004. QCT'’s operating income as a
percentage of its revenues (operating margin ptagehwas 26% in fiscal 2005, compared to 34%sicali 2004. The decline in operating
margin percentage in fiscal 2005 as compared talfd004 was primarily the result of a 45% increiasesearch and development expenses
for fiscal 2005 as compared to fiscal 2004, maielgted to increased investment in new integraitediic products and technology research
and development initiatives to support lower cdgirnes, multimedia applications, high-speed wirelessnet access and multiband,
multimode, multinetwork products and technologiesluding CDMA2000 1X/1xXEV-DO, WCDMA, HSDPA and GSMPRS/EDGE.

QTL Segment. QTL revenues for fiscal 2005 were $1.84 billionpared to $1.33 billion for fiscal 2004. Q®.earnings before taxes
fiscal 2005 were $1.66 billion, compared to $1.#dn for fiscal 2004. QTL’s operating margin pertage was 90% during both fiscal 2005
and 2004. The increase in both revenues and earbgfgre taxes primarily resulted from a $350 willincrease in royalties reported to u
our external licensees and the effect of chandirgitming of recognizing royalty revenues in thartb quarter of fiscal 2004. Royalty
revenues recorded in fiscal 2004 excluded $15%anibf royalties that were reported by externattisees in the first quarter of fiscal 2004,
but estimated and recorded as revenue in the fouihter of fiscal 2003. Royalties reported to yekternal licensees in fiscal 2005 were
$1.64 billion, as compared to $1.29 billion in 86€004. The increase in royalties reported toyuexternal licensees was primarily due to an
increase in sales of CDMA products by licenseesltimg from higher worldwide demand for CDMA praxdsi at higher average selling
prices due primarily to the growth of higher prid&CDMA sales and shifts in the geographic distiifnubf sales of CDMA products.
Revenues from license fees were $69 million indi005, as compared to $59 million in fiscal 20D4ring fiscal 2005, we recognized
$4 million in revenue related to equity receivedieanse fees, compared to $5 million in fiscal 200ther revenues were comprised of
intersegment royalties.

During the periods preceding the fourth quasfdiscal 2004, we estimated and recorded thaltgyevenues earned for sales by certain
licensees (the Estimated Licensees) in the quiartghich such sales occurred, but only when redslernastimates of such amounts could be
made. Not all royalties earned were recorded barezbstimates. In the fourth quarter of fiscal 2004, determined that, due to escalating and
changing business trends, we no longer had thigyatoilreliably estimate royalty revenues from t&timated Licensees. These escalating
changing trends included the commercial launchdsgéwbal expansion of WCDMA networks, changes imkaashare among licensees due
to increased global competition, and increasedhbdity in the integrated circuit and finished pumd inventories of licensees. Starting in the
fourth quarter of fiscal 2004, we began recogniziogplty revenues solely based on royalties repdnielicensees during the quarter. The
change in the timing of recognizing royalty revemues made prospectively and had the initial onextifiect of reducing royalty revenues
recorded in the fourth quarter of fiscal 2004. Actiogly, we did not estimate royalty revenues edirinefiscal 2005.

QWI Segment. QWI revenues for fiscal 2005 were $644 million, gared to $571 million for fiscal 2004. Revenueséased primarily
due to a $37 million increase in QIS revenue ai@amillion increase in QWBS revenue. The incréagglS revenue was primarily
attributable to a $41 million increase in feestexddato our expanded BREW customer base and prodifstsincrease in QWBS revenue was
primarily attributable to a $16 million increasedaquipment revenue, net of a $24 million decreasanortization of deferred revenues rele
to historical equipment sales, and a $10 milliacrémse in related messaging services revenue. Q8NBBed approximately 46,800 satellite-
based systems and 62,500 terrestrial-based sysigning fiscal 2005, compared to approximately 48,48tellite-based systems and 10,000
terrestrial-based systems in fiscal 2004.

QWI's earnings before taxes for fiscal 2005ev®@57 million, compared to $19 million for fis@004. QWI's operating margin percentage
was 9% in fiscal 2005, compared to 3% in fiscal£20Che increases in QWI earnings before taxes pedating percentage were primarily
due to a $39 million increase in QIS gross margigély resulting from the increase in fees relateour expanded BREW customer base and
products.

During fiscal 2005, QWBS completed the proagasoving high volume, standard product manufaotuto Mexico to reduce
manufacturing costs. The low volume, prototype aed product manufacturing activities remains in B&go. We continue to evaluate
other low cost manufacturing opportunities.

QSI Segment. QSI's earnings before taxes from continuing operetifor fiscal 2005 were $10 million, compareddsses before taxes
from continuing operations of $31 million for fid&004. During fiscal 2005, QSI recorded $101 roilin realized gains on marketable
securities and other investments, compared to $B@min fiscal 2004. Equity in losses of invessegecreased by $43 million primarily due
to a decrease in losses incurred by
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Inguam during fiscal 2005 as compared to fisca¥2@d which our share was $33 million for fiscal0®0as compared to $59 million for fiscal
2004. These improvements in QSI’s earnings beforest from continuing operations were partially effsy a $42 million increase in
MediaFLO USA operating expenses.

Our Segment Results for Fiscal 2004 Compared to Fal 2003

The following should be read in conjunctiorthwthe financial results of fiscal 2004 and 2008dach reporting segment. See “Notes to
Consolidated Financial Statements — Note 10 — Segiérmation.”

QCT Segment. QCT revenues for fiscal 2004 were $3.11 billiomnpared to $2.43 billion for fiscal 2003. Equipmant services
revenues, primarily from MSM and accompanying Riegnated circuits, were $3.04 billion for fiscald2Q compared to $2.39 billion for
fiscal 2003. The increase in integrated circuitereie was comprised of $994 million related to bigimit shipments, partially offset by a
decrease of $331 million related to the effecteediictions in average sales prices and changesdug mix. Approximately 137 million
MSM integrated circuits were sold during fiscal 208ompared to approximately 99 million for fis@8I03.

QCT'’s earnings before taxes for fiscal 2004en&l1.05 billion, compared to $805 million for @8&@003. QCT'’s operating income as a
percentage of its revenues (operating margin peagehwas 34% in fiscal 2004, compared to 33%scali 2003. The operating margin
percentage in fiscal 2004 as compared to fiscaB20€reased slightly primarily as a result of therease in gross margin percentage, par
offset by a 40% increase in research and developamhselling, general and administrative experiResearch and development and selling,
general and administrative expenses were $153omiligher and $55 million higher, respectively, fiscal 2004 as compared to fiscal 2003
primarily associated with increased investmentaw integrated circuit products and technology regealevelopment and marketing
initiatives to support multimedia applications, iigpeed wireless Internet access and multibandjmuade, multinetwork products and
technologies, including CDMA2000 1X/1xEV-DO, WCDMASDPA and GSM/GPRS/EDGE.

QTL Segment. QTL revenues for fiscal 2004 were $1.33 billionggared to $1.00 billion for fiscal 2003. Royaltyeaues from external
licensees were $1.14 billion in fiscal 2004, conaplato $838 million in fiscal 2003. QTL'’s earningsftre taxes for fiscal 2004 were
$1.20 billion, compared to $897 million for fis@003. QTLS operating margin percentage was 90% in fiscafl260mpared to 89% in fisc
2003. The increase in both revenues and earnirfgsetaxes primarily resulted from a $455 milliantiease in royalties reported to us by
external licensees, partially offset by the chaingsur ability to estimate royalties. Royalty reves recorded in fiscal 2004 excluded
$151 million of royalties that were reported byerxrial licensees in the first quarter of fiscal 2004t estimated and recorded as revenue i
fourth quarter of fiscal 2003. Royalties reportedis by external licensees in fiscal 2004 were $bilfion, as compared to $837 million in
fiscal 2003. The increase in royalties reportedgdy external licensees was primarily due to areimse in sales of CDMA products by
licensees, resulting from higher demand for CDMAdurcts across all major regions of CDMA deployrredrttigher average selling prices.
Revenues from license fees were $59 million in Hisital 2004 and 2003. During each of fiscal 200d 2003, we recognized $5 million in
revenue related to equity received as license feiwer revenues were comprised of intersegmenttieya

During the periods preceding the fourth quanfdiscal 2004, we estimated and recorded thaltgyevenues earned for sales by certain
licensees (the Estimated Licensees) in the quiartghich such sales occurred, but only when redslenastimates of such amounts could be
made. Not all royalties earned were recorded basegstimates. In the fourth quarter of fiscal 2004 ,determined that, due to escalating and
changing business trends, we no longer had thi¢gyatoilreliably estimate royalty revenues from t&timated Licensees. These escalating
changing trends included the commercial launchdsgéwbal expansion of WCDMA networks, changes imkaashare among licensees due
to increased global competition, and increasecdhbditly in the integrated circuit and finished pumd inventories of licensees. Starting in the
fourth quarter of fiscal 2004, we began recogniziogplty revenues solely based on royalties repdvielicensees during the quarter. The
change in the timing of recognizing royalty revemes made prospectively and had the initial onetifiect of reducing royalty revenues
recorded in the fourth quarter of fiscal 2004.

QWI Segment. QWI revenues for fiscal 2004 were $571 million, gared to $484 million for fiscal 2003. Revenueséased primarily
due to a $58 million increase in QWBS revenue a@i@@amillion increase in QIS revenue. The incraag@WBS revenue was primarily
attributable to a $14 million increase in messag@gnue as a result of a larger installed baseag@tt million increase in equipment
revenue, net of an $19 million decrease in amditinaof deferred revenues related to historicalipaent sales. QWBS shipped
approximately 43,400
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satellite-based systems and 10,000 terrestrialedbsygsiems during fiscal 2004, compared to approbaim®2,200 satellite-based systems and
5,300 terrestrial-based systems in fiscal 2003.imbease in QIS revenue is primarily attributaiol@ $53 million increase in fees related to
our expanded BREW customer base and productsalpadifset by a $19 million decrease in QChat raeresulting from the wind down of
development efforts under the licensing agreemétht Mextel.

QWI's earnings before taxes for fiscal 2004ev&19 million, compared to $15 million for fis@003. QWI's operating margin percentage
was 3% in both fiscal 2004 and 2003. The increa$@W!’s earnings before taxes was primarily dua ®81 million increase in QIS gross
margin largely resulting from the increase in fedated to our expanded BREW customer base andipizmcbffset by a $29 million increase
in QWI research and development and selling, géa@dhadministrative expenses. QWI's operating rimapgrcentage remained flat in fiscal
2004 as compared to fiscal 2003 primarily due tieeine in QWBS gross margin percentage, offsedrbimprovement in QIS gross margin
percentage. The decline in QWBS gross margin p&gerin fiscal 2004 as compared to fiscal 2003 pvamarily attributable to a decline in
the gross margin percentage on equipment saleshvainé lower than the margins on messaging sergoasbined with an increase in
equipment sales as a percentage of total QWBS wevdine improvement in QIS gross margin percentaggeprimarily attributable to the
increase in fees related to our expanded BREW mestbase and products.

QSI Segment. QSI's losses before taxes from continuing operatfon fiscal 2004 were $31 million, compared to baillion for fiscal
2003. Equity in losses of investees decreased Bynr#ilion primarily due to a decrease in lossesimed by Inquam during fiscal 2004 as
compared to fiscal 2003, of which our share was8on for fiscal 2004 as compared to $99 millifor fiscal 2003. During fiscal 2004, we
recorded $12 million in other-than-temporary lossesnarketable securities and other investmenteapared to $127 million for fiscal
2003. During fiscal 2003, we also recorded a $3#laniimpairment loss on our wireless licenses umsfalia due to developments that
affected strategic alternatives for using the spett These improvements in QSI's losses beforestmare partially offset by a $31 million
decrease in interest income resulting from the gyegent of the Pegaso debt facility in the firstrgeraof fiscal 2004 and $28 million in
MediaFLO USA operating expenses.

Liquidity and Capital Resources

Cash and cash equivalents and marketableiseswuvere $8.7 billion at September 25, 2005,remdase of $1.0 billion from
September 26, 2004. The increase was primarilyebelt of $2.7 billion in cash provided by opergtarctivities and $386 million in net
proceeds from the issuance of common stock undestoak option and employee stock purchase plartiafly offset by $953 million in
repurchases of our common stock under our stoakicbpse program, $576 million in capital expeneii$524 million in dividends paid
and $249 million invested in other entities anduasigjons.

On March 8, 2005, we authorized the repurclodsgp to $2 billion of our common stock under acktrepurchase program with no
expiration date. Through November 2, 2005, we relpaged and retired approximately 27,083,000 studresr common stock for
$953 million. In connection with this stock repuasie program, we have two put options outstandiity, expiration dates of December 7,
2005 and March 21, 2006, that may require us tardm@se 11,500,000 shares for $411 million (n¢hefoption premiums received). At
November 2, 2005, $636 million remained authorimedepurchases under our stock repurchase proghgerannounced dividends totali
$524 million, $307 million and $135 million, or 20, $0.190 and $0.085 per share, during fiscab22004 and 2003, respectively. On
October 10, 2005, we announced a cash dividen@.683per share on our common stock, payable oradady 2006 to stockholders of
record as of December 7, 2005. We intend to coattoypay quarterly dividends subject to capitaiilabéity and periodic determinations that
cash dividends are in the best interest of ourkstolders.

Accounts receivable decreased by 6% durirggfi2005. Days sales outstanding, on a consolidaeis, were 30 days at September 25,
2005, compared to 43 days at September 26, 20@cfidgnge in days sales outstanding is consisténté increase in revenue and the
decrease in accounts receivable resulting from call&ctions.

We started construction of two facilities iarSDiego, California in fiscal 2003, totaling apyiroately one million additional square feet
meet the requirements projected in our business flae remaining cost of these new facilities ipamted to be approximately $149 million
through fiscal 2007. In fiscal 2005, we announcedpans to expand our backup Network ManagementeCén Las Vegas, Nevada, which
uses satellite and terrestrial-based technologigstk freight transportation and shipping natiaeyWe expect the remaining cost of this
expansion will be approximately $35 million throufigcal 2008. In fiscal 2005, our MediaFLO USA sidlery, a
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wireless multimedia operator, began the developrokatnationwide mediacast network based on our feldBnology and MediaFLO MDS.
As part of this development, MediaFLO USA has exeda number of lease agreements at broadcast sitwerand has begun the installa
of equipment and leasehold improvements at sortteest sites. The remaining costs for our existimget sites under lease, including
equipment and leasehold improvements as well asasis of installation, are expected to be appratety $18 million through fiscal 2006.

On August 11, 2005, we announced our intertioecquire Flarion, a developer of OFDMA technglogpon completion of the
acquisition, which is anticipated in the first hafffiscal 2006, pending regulatory approval arfieotcustomary closing conditions, we
estimate that we will pay approximately $545 miilim consideration, including approximately $2383lion in cash. Upon achievement of
certain agreed upon milestones on or prior to tletle anniversary of the close of this transactiva,may issue additional aggregate
consideration of $205 million, including approxirelgt$173 million payable in cash, to Flarion stockters.

We intend to continue our strategic investnaativities to promote the worldwide adoption of KR products and the growth of CDMA-
based wireless data and wireless Internet prod@stpart of these investment activities, we mawjg® financing or other support to
facilitate the marketing and sale of CDMA equipmieytauthorized suppliers. In the event additioreds for cash arise, we may raise
additional funds from a combination of sourcesudahg potential debt and equity issuance.

We believe our current cash and cash equitalemarketable securities and cash generated fparations will satisfy our expected
working and other capital requirements for the $esable future based on current business plamsding acquisitions, investments in other
companies and other assets to support the growghrdfusiness, financing and other commitmentsp#yenent of dividends and possible
additional stock repurchases.

Contractual Obligations / Off-Balance Sheet Arrangenents

We have no significant contractual obligatiows fully recorded on our Consolidated Balancee®her fully disclosed in the Notes to our
Consolidated Financial Statements. We have no mhtdf-balance sheet arrangements as defineddn383(a)(4)(ii).

At September 25, 2005, our outstanding cotied®bligations included (in millions):

Fiscal Fiscal Fiscal Beyond No Expiration
Total 2006 2007-2008 20092010 Fiscal 201( Date

Long-term financing under Ericssor
arrangemen(®) $ 11¢ $ — $ — $ — $ — $ 11€
Purchase obligatior 1,04z 28¢€ 6 — —
Operating lease 19z 75 29 22 —
Equity investment(®) 13 — — — 13
Inquam guarante 27 — — 27 —
Other commitment 1 1 — — — —
Total commitment: 1,39/ 81¢& 361 35 49 131
Capital lease® 2 — — — 2 —
Other lon¢-term liabilities(®) 40 — 40 — — —
Total recorded liabilitie: 42 — 40 — 2 —
Total $ 1,43¢ $ 81¢€ $ 401 $ 35 $ 51 $ 131

(1) These commitments do not have fixed fundiatgsl. Amounts are presented based on the expikatibie commitment, but actual
funding may occur earlier or not at all as fundimgubject to certain conditions. Commitments regné the maximum amounts to be
financed or funded under these arrangements; ditaalcing or funding may be in lesser amou

(2) Amounts represent future minimum lease paymentsehiding interest payment
(3) Certain long-term liabilities reflected onrdaalance sheet, such as unearned revenue, gpeesented in this table because they do not
require cash settlement in the futL

Additional information regarding our financ@mmmitments at September 25, 2005 is providetlémotes to our Consolidated Financial
Statements. See “Notes to Consolidated Financéé®ients, Note 4 — Investments in Other Entitiesote 9 — Commitments and
Contingencies.”
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Future Accounting Requirements

In December 2004, the FASB revised Statementll®3 (FAS 123R), “Share-Based Payment,” whichiireg companies to expense the
estimated fair value of employee stock options sindlar awards. On April 14, 2005, the U.S. Sedesitnd Exchange Commission adopt
new rule amending the compliance dates for FAS 123Bccordance with the new rule, the accountimyigions of FAS 123R will be
effective for us beginning in the first quarterfistal 2006. We tentatively expect to adopt thevigions of FAS 123R using a modified
prospective application. FAS 123R, which providedain changes to the method for valuing shareebesmpensation among other changes,
will apply to new awards and to awards that arstantding on the effective date and are subsequenttiified or cancelled. Compensation
expense for outstanding awards for which the réguservice had not been rendered as of the effedtite will be recognized over the
remaining service period using the compensatiohealsulated for pro forma disclosure purposes uRdes 123. At September 25, 2005,
unamortized compensation expense related to odisaunvested options, as determined in accordaitbeFAS 123, that we expect to
record during fiscal 2006 was approximately $394ioni before income taxes. We will incur additioradpense during fiscal 2006 related to
new awards granted during fiscal 2006 that canabbg quantified. We are in the process of deténgihow the guidance regarding valuing
share-based compensation as prescribed in FAS WiBBe applied to valuing share-based awards gaafter the effective date and the
impact that the recognition of compensation expeeakged to such awards will have on our finansiatements.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Interest Rate Market Risk. We invest most of our cash in a number of divegdifnvestment and non-investment grade fixed aatifig
rate securities, consisting of cash equivalentsmaaketable securities. Changes in the generall téugnited States interest rates can affect
the principal values and yields of fixed incomedstments. If interest rates in the general econeerg to rise rapidly in a short period of
time, our fixed income investments could lose valtithe general economy were to weaken signifigatihe credit profile of issuers of
securities held in our investment portfolios codéleriorate, and our investments could lose vaNemay implement investment strategie
different types with varying duration and risk/netdrade-offs that do not perform well.

The following table provides information abawir financial instruments that are sensitive tanges in interest rates. For our interest
bearing securities, the table presents principsth f@ws, weighted average yield at cost and cohied maturity dates. Additionally, we have
assumed that these securities are similar enoutfimvihe specified categories to aggregate thesgrities for presentation purposes.
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Interest Rate Sensitivity
Principal Amount by Expected Maturity
Average Interest Rates
(Dollars in millions)

No Single Fair
2006 2007 2008 2009 2010 Thereafter Maturity Total Value
Fixed interest-bearing
securities
Cash and cash
equivalents $ 60¢ $ — $ — $— $— $ — $ — $ 60¢ $ 60¢
Interest rate 3.€%
Held-to-maturity
securities $ 60 $— $ — $— $— $ — $— $ 60 $ 60
Interest rate 2.1%
Available-for-sale
securities
Investment grad ~ $2,26¢€ $33€ $221 $9 $20 $ 9 $21z $3,07¢ $3,07¢
Interest rate 3.4% 3.7% 4.1% 4.4% 4.1% 6.7% 4.5%
Non-investment
grade $ 2 $ 5 $ 24 $48 $38 $573 $— $ 69C $ 69C
Interest rate 6.5% 7.5% 7.3% 7.2% 8.2% 7.%
Floating interest-bearinc
securities
Cash and cash
equivalents $1,364 $ — $ — $— $— $ — $— $1,36¢ $1,36¢
Interest rate 3. 7%
Held-to-maturity
securities $ 70 $ — $ — $— $— $ — $ — $ 70 $ 7C
Interest rate 1.4%
Available-for-sale
securities
Investmentgrad $ 174 $28¢ $131 $26 $13 $ 49 $552 $1,23¢ $1,23¢
Interest rate 3.€% 3.7% 3.6% 3.5% 4.C% 4.2% 4.1%
Non-investment
grade $ — $ 6 $ — $ 3 $ 2 $ 17 $ — $ 28 $ 28
Interest rate 4.€% 6.4% 7.1% 8.5%

Equity Price Market Risk. We invest in a number of diversified marketableusi#ies and mutual fund shares subject to equiityeprisk.
The recorded values of marketable equity secuiiie®ased to $1.16 billion at September 25, 2008 f$765 million at September 26, 20
The recorded value of equity mutual fund sharesedsed to $293 million at September 25, 2005 fr@a@tdmillion at September 26, 2004.
Our diversified investments in specific companied adustry segments may vary over time, and chaigthe concentrations of these
investments may affect the price volatility of aavestments. A 10% decrease in the market priiofnarketable equity securities and
equity mutual fund shares at September 25, 2003draause a corresponding 10% decrease in the ngraynounts of these securities, or
$145 million.

Our strategic investments in other entitieissist substantially of investments in private eathge companies accounted for under the
equity and cost methods. Accordingly, we beliewat thur exposure to market risk from these investmismot material. Additionally, we do
not anticipate any near-term changes in the natuogir market risk exposures or in management’saihjes and strategies with respect to
managing such exposures. The recorded values $¥ gteategic investments totaled $121 million git&aber 25, 2005, as compared to
$162 million at September 26, 2004.

We hold warrants to acquire equity interestsdrtain strategic investees that are subjeajtityeprice risk. Substantially all of these
warrants are recorded at fair value in accordaritie Statement of Financial Accounting Standards D88, “Accounting for Derivative
Instruments and Hedging Activities.” The recordedlres of warrants held at September 25, 2005 tb&denillion, as compared to
$4 million at September 26, 2004.

In connection with our stock repurchase prograe sell put options that may require us to repase shares of our common stock at fixed
prices. These written put options subject us tatgquice risk. At September 25, 2005, two put ops were outstanding, which expire on
December 7, 2005 and March 21, 2006, that may reaqsi to repurchase 11,500,000 shares of our constook upon exercise for
$411 million (net of the option premiums receivethe put option liabilities, with a fair value of $nillion at September 25, 2005, were
included in other current liabilities. If the faialue of our common stock at September 25, 200Bedsed by 10%, the put options would
expire unexercised resulting in $7 million in intreent income. If the fair value of our common statiSeptember 25, 2005 decreased by
25%, the amount required to physically settle thiegptions would exceed the fair value of the shaepurchased by approximately
$25 million, net of the $23 million in premiums eseed.

Additional information regarding our strategiwestments is provided in Managen’s Discussion and Analysis of Financial Condit



and Operating Results in this Annual Report.
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Foreign Exchange Market Risk. We manage our exposure to foreign exchange maskeat when deemed appropriate, through the use o
derivative financial instruments, consisting priftyaof foreign currency forward and option contmcBuch derivative financial instruments
are viewed as hedging or risk management toolsasemdot used for speculative or trading purposéSeptember 25, 2005, we had no
foreign currency forward contracts outstandingS&ptember 25, 2005, the recorded values of ouigioi@irrency option contracts that he:
the foreign currency risk on royalties earned frmertain international licensees on their sales@i@ and WCDMA products were
$16 million. If our forecasted royalty revenues @& decline by 20% and foreign exchange rates wethange unfavorably by 20% in each
of our hedged foreign currencies, we would incloss of approximately $6 million resulting from aalease in fair value of the portion of
hedges that would be rendered ineffective. See€Ndb the Consolidated Financial Statements -A¢mapany and its Significant
Accounting Policies” for a description of our fagaicurrency accounting policies.

Financial instruments held by consolidatedsadibries and equity method investees which arelanbminated in the functional currency
of those entities are subject to the effects ofenay fluctuations and may affect reported earniAgsa global concern, we face exposure to
adverse movements in foreign currency exchangs.rdfe may hedge currency exposures associatecteviifin assets and liabilities
denominated in nhonfunctional currencies and cedatictipated nonfunctional currency transactiors aiesult, we could experience
unanticipated gains or losses on anticipated fareigrency cash flows, as well as economic losk wespect to the recoverability of
investments. While we may hedge certain transastiath non-United States customers, declines ireculy values in certain regions may, if
not reversed, adversely affect future product dadesuse our products may become more expenspgthase in the countries of the
affected currencies.

Our analysis methods used to assess and tritig discussed above should not be conside@dgtions of future risks.

Item 8. Financial Statements and Supplementary Data

Our consolidated financial statements at $epéx 25, 2005 and September 26, 2004 and the RefericewaterhouseCoopers LLP,
Independent Registered Public Accounting Firm,ickided in this Annual Report on Form 10-K on pagel through F-34.

Item 9. Changes in and Disagreements with Account&on Accounting and Financial Disclosure

None.
Item 9A. Controls and Procedures

Conclusion Regarding the Effectiveness of Disclos@rControls and Procedures

Under the supervision and with the participatf our management, including our principal exiseuofficer and principal financial
officer, we conducted an evaluation of our disctestontrols and procedures, as such term is definddr Rule 1345(e) promulgated und
the Securities Exchange Act of 1934, as amendedHxichange Act). Based on this evaluation, ourcgual executive officer and our
principal financial officer concluded that our dssure controls and procedures were effective dlseoénd of the period covered by this
Annual Report.

Management’s Report on Internal Control Over Finandal Reporting

Our management is responsible for establishimymaintaining adequate internal control oveariial reporting, as such term is defined
in Exchange Act Rule 13a-15(f). Under the supeovisind with the participation of our managemerduiding our principal executive officer
and principal financial officer, we conducted amlenation of the effectiveness of our internal cohtiver financial reporting based on the
framework inInternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidrise Treadway Commission.
Based on our evaluation under the frameworktarnal Control — Integrated Frameworlour management concluded that our internal
control over financial reporting was effective dsseptember 25, 2005.

PricewaterhouseCoopers LLP, the independgigtezed public accounting firm that audited theaficial consolidated statements included
in this Annual Report on Form 10-K, has also aullitanagement’s assessment of our internal contaslftnancial reporting and the
effectiveness of our internal control over finahcéporting as of September 25, 2005, as statéukin report which appears on pages F-1 and
F-2.

Item 9B. Other Information

None.
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PART 1lI

Item 10. Directors and Executive Officers of the Rgistrant

The information required by this item regagditirectors is incorporated by reference to ouridéfe Proxy Statement to be filed with the
Securities and Exchange Commission in connectidin tiie Annual Meeting of Stockholders to be hel@@6 (the “2006 Proxy Statement”)
under the headings “Election of Directors.” Infotioa regarding executive officers is set forthtieanh 1 of Part | of this Report under the
caption “Executive Officers of the Registrant.” Tinéormation regarding our code of ethics is inaygied by reference to our Definitive
Proxy Statement filed with the Securities and ExgfgsCommission on January 14, 2005 under the hgd@iode of Ethics.”

Item 11. Executive Compensation

The information required by this item is inpgorated by reference to the 2006 Proxy Statemedgruhe headingExecutive Compensatis
and Other Matters.”

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

The information required by this item is inpgorated by reference to the 2006 Proxy Statemeggruhe headings “Equity Compensation
Plan Information” and “Security Ownership of Cent&ieneficial Owners and Management.”
Item 13. Certain Relationships and Related Transa@ns

The information required by this item is inporated by reference to the 2006 Proxy Statemetgruhe heading “Certain Transactions.”

Item 14. Principal Accounting Fees and Services

The information required by this item is inpgorated by reference to the 2006 Proxy Statemeternuihe heading “Fees Paid to
PricewaterhouseCoopers LLP.”
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PART IV
Item 15. Exhibits and Financial Statement Schedule
The following documents are filed as part of tiepart:
Page
Number
(a) Financial Statement
(1) Report of Independent Registered Public Accounfing F-1
Consolidated Balance Sheets at September 25, 2@DSeptember 26, 20( F-3
Consolidated Statements of Operations for Fisc@520004 and 200 F-4
Consolidated Statements of Cash Flows for Fisc@b22004 and 200 F-5
Consolidated Statements of Stockhol’ Equity for Fiscal 2005, 2004 and 20 F-6
Notes to Consolidated Financial Stateme F-7
(2) Schedule IFvaluation and Qualifying Accoun S-1

Financial statement schedules other than tlsteel above have been omitted because they ther @iot required, not applicable or the
information is otherwise included in the notestte Financial Statements.

(b) Exhibits:
Exhibit
Number Description

2.6 Agreement and Plan of Reorganization, dated aslgf2b, 2005, by and among the Company, Fluoritquisition
Corporation, Quartz Acquisition Corporation, Flaribechnologies, Inc. and QFREP, LLC.

3.1 Restated Certificate of Incorporation.

3.2 Certificate of Amendment of Certificate of Desigoat (3)

3.4 Amended and Restated Bylaws.

10.1 Form of Indemnity Agreement between the Compangh elirector and certain officers.(4)(

10.2 1991 Stock Option Plan, as amended.(4

10.4 Form of Stock Option Grant under the 1991 Stockid»pPlan.(4)(6

10.12 DS-CDMA Technology Agreement and related Patenthse Agreement, each dated September 26, 1990¢rethe
Company and MOTOROLA, Inc.(5)(

10.16 Amendment dated January 21, 1992 to that certathfidogy Agreement dated September 26, 1990 witlTRIROLA, Inc.
(8)(9)

10.21 Executive Retirement Matching Contribution Planaasended.(4)(€

10.22 1996 Nor-qualified Employee Stock Purchase Plan, as amef@)&d).

10.29 1998 Nor-Employee Directc’'s Stock Option Plan, as amended.(4)|

10.40 Form of Stock Option Grant Notice and Agreementasrttle 2001 Stock Option Plan.(4)

10.41 2001 Employee Stock Purchase Plan, as amended.

10.43 Form of Stock Option Grant Notice and Agreementasritle 2001 Nc-Employee Directo’’ Stock Option Plan.(4)(11

10.55 2001 Stock Option Plan, as amended.(4)

10.58 Form of Annual Grant under the 1998 -Employee Director Stock Option Plan.(4)(€

10.59 Iridigm Display Corporation 2000 Stock Option Pl@n(13)

10.60 Forms of Stock Option Agreements under the Irid@isplay Corporation 2000 Stock Option Plan.(4)(

10.61 Summary of 2005 Annual Bonus Program (4)(
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l&émggr Description

10.62 Offer Letter Agreement with Richard Sulpizio datlthuary 17, 2005.(4)(1

10.63 Summary of Changes to N-Employee Director Compensation Program.(4)|

10.64 Sulpizio Stock Option Agreement dated March 8, 25000 Options).(2)(4

10.65 Sulpizio Stock Option Agreement dated March 8, 2(#r,000 Options).(2)(«

10.66 2001 Nor-Employee Director Stock Option Plan, as amended.(4)(

10.67 Description of 2005 Named Executive Officer Saksu(g)(18)

10.68 Copy of Cruickshank Stock Option Agreement dateteJ8; 2005 (40,000 options).(4)(1

10.69 Description of Adjusted Annual Salaries.(:

10.70 Amended and Restated Rights Agreement dated Septétp2005 between the Company and Computersheestbr
Services LLC, as Rights Agent.(

10.71 Voluntary Executive Retirement Contribution Plas,amended.(4)(2:

21 Subsidiaries of the Registra

23.1 Consent of Independent Registered Public Accouriing.

31.1 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 for Paul E. Jacol

31.2 Certification pursuant to Section 302 of the Sads-Oxley Act of 2002 for William E. Keitel

32.1 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarks@ct of 2002 for
Paul E. Jacob:

32.2 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarks@ct of 2002 for
William E. Keitel.

(1) Filed as Annex A to the Registr’s Registration Statement on Fori-4 (No. 33:-127725).

(2) Filed as an exhibit to the Registr's Current Report on Forn-K filed on March 11, 200¢

(3) Filed as an exhibit to the Registr's Current Report on Forn-K filed on September 30, 20C

(4) Indicates management or compensatory plan or araeagt required to be identified pursuant to Itertal!
(5) Filed as an exhibit to the Registr's Registration Statement on Forr1 (No. 3:-42782).

(6) Filed as an exhibit to the Registr's Quarterly Report on Form -Q for the quarter ended June 27, 2(

(7) Certain confidential portions deleted purduarOrder Granting Application or Confidential &tenent pursuant to Rule 24b-2 under the
Securities Exchange Act of 1934 dated Decembet92].

(8) Filed as an exhibit to the Registr's Annual Report on Form -K for the fiscal year ended September 27, 1!

(9) Certain confidential portions deleted purduarOrder Granting Application for Confidentialé&atment pursuant to Rule 22hinder thi
Securities Exchange Act of 1934 dated March 1931

(10) Filed as an exhibit to the Registr's Quarterly Report on Form -Q for the quarter ended March 26, 20
(11) Filed as an exhibit to the Registr's Quarterly Report on Form -Q for the quarter ended April 1, 20(
(12) Filed as an exhibit to the Registr's Quarterly Report on Form -Q for the quarter ended March 28, 20
(13) Filed as an exhibit to the Registr's Registration Statement on For-8 (No. 333 119904

(14) Filed as an exhibit to the Registr's Current Report on Forn-K filed on December 13, 200

(15) Filed as an exhibit to the Registr's Current Report on Forn-K filed on January 19, 200

(16) Filed as an exhibit to the Registr's Current Report on Forn-K filed on February 25, 200!

(17) Filed as an exhibit to the Registr's Current Report on Forn-K/A filed on May 6, 2005

(18) Filed under the heading “2005 Named Executivéc®ffSalaries” in Item 1.01 of the Registrant’s @at Report on Form 8-K filed on
March 11, 2005

(19) Filed as an exhibit to the Registr's Current Report on Forn-K filed on June 8, 200t



(20) Filed under the headir*Adjusted Annual Salari” in Iltem 1.01 of the Registre's Current Report on Forn-K filed on July 8, 2005
(21) Filed as an exhibit to the Registr's Current Report on Forn-K filed on October 26, 200!
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SIGNATURES

Pursuant to the requirements of Section 1B5¢d) of the Securities Exchange Act of 1934, #gistrant has duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

November 2, 200

QUALCOMM Incorporated

By /s/ Paul E. Jacob:
Paul E. Jacobs
Chief Executive Officer
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Pursuant to the requirements of the Secuitiehange Act of 1934, this Report has been sigpedalv by the following persons on behalf

of the registrant and in the capacities and ord#tes indicated:

Signature

Title

Date

/sl PAUL E. JACOB:S

Paul E. Jacob

/sl WILLIAM E. KEITEL

William E. Keitel

/s/ IRWIN JACOBS

Irwin Jacobs

/sl RICHARD C. ATKINSON

Richard C. Atkinsor

/s/ ADELIA A. COFFMAN

Adelia A. Coffman

/sl DONALD CRUICKSHANK

Donald Cruickshan

/sl RAYMOND V. DITTAMORE

Raymond V. Dittamor:

/s/ DIANA LADY DOUGAN

Diana Lady Douga

/sl ROBERT E. KAHN

Robert E. Kaht

/si DUANE A. NELLES

Duane A. Nelle:

/sl PETER M. SACERDOTE

Peter M. Sacerdot

/sl BRENT SCOWCROF

Brent Scowcrof

/sl MARC |I. STERN

Marc |. Sterr

/sl RICHARD SULPIZIO

Richard Sulpizic

Chief Executive Office
(Principal Executive Officer

Chief Financial Officer
(Principal Financial and Accounting
Officer)

Chairman of the Board

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director

Director
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Report of Independent Registered Public Accountindrirm
To the Board of Directors and StockholderQfALCOMM Incorporated:

We have completed integrated audits of QUALO®Mcorporated’s 2005 and 2004 consolidated finalnsiatements and of its internal
control over financial reporting as of SeptemberZ®5 and September 26, 2004 and an audit 006@8 2onsolidated financial statements in
accordance with the standards of the Public Compaxcpunting Oversight Board (United States). Oun@ms on QUALCOMM
Incorporated’s 2005, 2004 and 2003 consolidatezhfital statements and of its internal control direncial reporting as of September 25,
2005, based on our audits, are presented below.

Consolidated financial statements and financidestent schedule

In our opinion, the consolidated financialtstaents listed in the index appearing under Ite(a){’5) present fairly, in all material respects,
the financial position of QUALCOMM Incorporated aitsl subsidiaries (the Company) as of Septembe2@35 and September 26, 2004,
the results of their operations and their cash $léov each of the three years in the period enagde®nber 25, 2005 in conformity with
accounting principles generally accepted in thetdthStates of America. In addition, in our opinitire financial statement schedule listed in
the index appearing under Item 15(a)(2) preseiity fan all material respects, the information f&th therein when read in conjunction with
the related consolidated financial statements. &ffieancial statements and financial statementdideeare the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these financial statements aaddial statement schedule based on
our audits. We conducted our audits of these s&tésrin accordance with the standards of the P@aimpany Accounting Oversight Board
(United States). Those standards require that am g@hd perform the audit to obtain reasonable assarabout whether the financial
statements are free of material misstatement. Alit afifinancial statements includes examiningadest basis, evidence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfisamt estimates made by management,
and evaluating the overall financial statement gméstion. We believe that our audits provide agrable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessnigclyded in Management’s Report on Internal Cdrifreer Financial Reporting appearing
under Item 9A, that the Company maintained effectiternal control over financial reporting as ep&mber 25, 2005 based on criteria
established imnternal Control — Integrated Framewoissued by the Committee of Sponsoring Organizatidriee Treadway Commission
(COSO0), is fairly stated, in all material respebti@sed on those criteria. Furthermore, in our opinihe Company maintained, in all material
respects, effective internal control over financegorting as of September 25, 2005, based orriargstablished internal Control —
Integrated Frameworissued by the COSO. The Company’s managementpsmsible for maintaining effective internal contoser
financial reporting and for its assessment of fifirecéiveness of internal control over financial oefing. Our responsibility is to express
opinions on management’s assessment and on tletiedfeess of the Company’s internal control oveaficial reporting based on our audit.
We conducted our audit of internal control ovegfinial reporting in accordance with the standafdee@Public Company Accounting
Oversight Board (United States). Those standamgisinethat we plan and perform the audit to obtaasonable assurance about whether
effective internal control over financial reportingis maintained in all material respects. An aaflinternal control over financial reporting
includes obtaining an understanding of internatie@mover financial reporting, evaluating managetiseeassessment, testing and evaluating
the design and operating effectiveness of intezoatrol, and performing such other procedures asamsider necessary in the circumstan
We believe that our audit provides a reasonablis basour opinions.

A company'’s internal control over financiapogting is a process designed to provide reasoraslerance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainky reflect the transactions and dispositionshaf assets of the company; (ii) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financakstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; anda(iiyide reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygsats that could have a material effect on thentiizd statements.
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Because of its inherent limitations, intercahtrol over financial reporting may not preventdetect misstatements. Also, projections of
any evaluation of effectiveness to future periagssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
San Diego, California
November 2, 200




Table of Contents

QUALCOMM Incorporated
CONSOLIDATED BALANCE SHEETS
(In millions, except per share data)

ASSETS

Current asset:
Cash and cash equivalel
Marketable securitie
Accounts receivable, n
Inventories
Deferred tax asse
Other current asse
Total current asse
Marketable securitie
Property, plant and equipment, |
Goodwill
Deferred tax asse
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Trade accounts payat
Payroll and other benefits related liabilit
Unearned revent
Other current liabilitie!
Total current liabilities
Unearned revent
Other liabilities

Total liabilities

Commitments and contingencies (Notes 4 an

Stockholder equity:

Preferred stock, $0.0001 par value; issuable iieseB shares authorized; none outstanding at

September 25, 2005 and September 26, .

Common stock, $0.0001 par value; 6,000 shares aggb 1,640 and 1,635 shares issued and

outstanding at September 25, 2005 and Septemb2008
Paic-in capital
Retained earning
Accumulated other comprehensive inca

Total stockholdel equity

Total liabilities and stockholde’ equity

See accompanying notes.
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September 2& September 2€
2005 2004

$ 2,07( $ 1,214

4,47¢ 4,76¢

544 581

177 154

34: 40¢

17¢ 101

7,791 7,22

2,13 1,65

1,022 67t

571 35€

444 49¢

51¢€ 41€

$  12,47¢ $ 10,82

$ 37¢ $ 28¢€

19¢€ 194

163 17z

33t 242

1,07( 894

14€ 17C

144 92

1,36( 1,15¢

6,75: 6,94(

4,32¢ 2,70¢

38 15

11,11¢ 9,66¢

$  12,47¢ $ 10,82
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QUALCOMM Incorporated
CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share data)

Revenues
Equipment and servict
Licensing and royalty fee

Operating expense

Cost of equipment and services rever

Research and developmt

Selling, general and administrati

Total operating expens

Operating incom:
Investment income (expense), net (Not
Income from continuing operations before incomee&
Income tax expens
Income from continuing operatiol

Discontinued operations (Note 1.
Loss from discontinued operations before incomes
Income tax benef

Loss from discontinued operatio

Net income

Basic earnings per common share from continuingatjpeas
Basic loss per common share from discontinued dpes

Basic earnings per common sh

Diluted earnings per common share from continuipgrations
Diluted loss per common share from discontinuedatjpmns

Diluted earnings per common shi
Shares used in per share calculatic
Basic
Diluted

Dividends per share announc

See accompanying notes.
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Year Ended

September 2E September 2€ September 2€

2005 2004 2003
3,744 $ 3,51« $ 2,862
1,92¢ 1,36€ 98t
5,67 4,88( 3,841
1,64¢ 1,48¢ 1,26¢
1,011 72C 52%
631 547 488
3,281 2,751 2,27
2,38¢ 2,12¢ 1,57:
42° 18 (8)
2,80¢ 2,31: 1,56¢
(66€) (58¢€) (53€)
2,145 1,72 1,02¢
— (10) (280)
— 5 78
— ) (202)
2,145 $ 1,72 $ 827
1.31 $ 1.07 $ 0.6t
- (0.02) (0.19)
1.31 $ 1.0€ $ 0.5Z
1.2¢ $ 1.0 $ 0.65
— — (0.12)
1.2¢ $ 1.0 $ 0.51
1,63¢ 1,61¢ 1,57¢
1,694 1,67 1,63€
0.32( $ 0.19( $ 0.08¢
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QUALCOMM Incorporated

CONSOLIDATED STATEMENTS OF CASH FLOWS

Operating Activities:
Income from continuing operatiol
Depreciation and amortizatic
Asset impairment and related char

(In millions)

Net realized gains on marketable securities anerativestment

(Gains) losses on derivative instrume

Otherthar-temporary losses on marketable securities and ottiestment:

Equity in losses of investe:

Non-cash income tax expen

Other nor-cash charge

Proceeds from (purchases of) trading secur

Increase (decrease) in cash resulting from chaing

Accounts receivable, n

Inventories

Other asset

Trade accounts payat

Payroll, benefits and other liabilitit

Unearned revent
Net cash provided by operating activit

Investing Activities:

Capital expenditure
Purchases of availal-for-sale securitie
Proceeds from sale of availa-for-sale securitie
Purchases of he-to-maturity securitie:
Maturities of hel-to-maturity securitie:
Issuance of finance receivab
Collection of finance receivablt

Other investments and acquisitions, net of cashieexd,

Other items, ne
Net cash used by investing activit

Financing Activities:
Proceeds from issuance of common si
Repurchase and retirement of common s
Proceeds from put optiol
Dividends paic
Net cash (used) provided by financing activi
Net cash used by discontinued operati
Effect of exchange rate changes on ¢

Net increase (decrease) in cash and cash equivake
Cash and cash equivalents at beginning of yei

Cash and cash equivalents at end of yei

See accompanying notes.
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Year Ended

September 25 September 2€ September 2€

2005 2004 2003
$ 2,14: $ 1,72t $ 1,02¢
20C 16¢ 14€
— — 34
(179 (88) (80)
(33) (7) 3
14 12 12¢
28 72 11z
49¢ 41¢ 411
— 35 13
— — 2
35 (93 53
(23) (50) (23)
(74) 51 (12
57 151 (24)
49 14¢ 43
(29 (57 (12
2,68¢ 2,481 1,824
(57€) (332) (202)
(8,05¢ (8,372) (4,489
8,072 5,02¢ 3,18¢
— (184) (355)
10 401 257
— (1) (150)
2 19¢ 81:
(249) (70) (37)
20 10 (17)
(779 (3,326 (999
38¢ 33C 191
(952) - (16€)
37 5 7
(524) (30€) (135)
(1,054 27 (109)
— (13 (89
— — 2
85¢€ (831) 63€
1,21/ 2,04¢ 1,40
$ 207 $ 121¢ $ 2,04
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QUALCOMM Incorporated

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at September 29, 20C
Components of comprehensive incot
Net income
Foreign currency translatic
Unrealized net gains on securities, net of income
taxes of $4¢
Reclassification adjustment for net realized gains
included in net income, net of income taxes of
Reclassification adjustment for other-than-tempp
losses on marketable securities included in ne
income, net of income taxes of $
Total comprehensive incon
Exercise of stock optior
Tax benefit from exercise of stock optic
Issuance for Employee Stock Purchase and Execut
Retirement Plan
Reversal of the valuation allowance on certain dete
tax asset
Repurchase and retirement of common s
Dividends
Stocl-based compensation expel
Balance at September 28, 20C
Components of comprehensive incot
Net income
Foreign currency translatic
Unrealized net gains on securities, net of income
taxes of $2(
Reclassification adjustment for net realized gains
included in net income, net of income taxes of

Reclassification adjustment for other-than-temporar

losses on marketable securities included in net
income, net of income taxes of

Total comprehensive incon

Exercise of stock optior
Tax benefit from exercise of stock optic

Issuance for Employee Stock Purchase and Executive

Retirement Plan
Dividends
Balance at September 26, 20C
Components of comprehensive incot
Net income
Foreign currency translatic
Unrealized net gains on securities, net of income
taxes of $7:
Unrealized net gains on derivative instrumentsof
income taxes of $
Reclassification adjustment for net realized gains
securities included in net income, net of income
taxes of $6¢
Reclassification adjustment for other-than-tempp
losses on marketable securities included in ne
income, net of income taxes of
Total comprehensive incon
Exercise of stock optior
Tax benefit from exercise of stock optic

Issuance for Employee Stock Purchase and Exec

(In millions)
Accumulated
Other Total
Common Stock Paid-in Retainec Comprehensive Stockholders’
Shares Capital Earnings Income (Loss) Equity
1,557 $4,91¢ $ 60cC $ (131) $ 5,39
— — 827 — 827
— — — (©) (©)
— — — 69 69
— — — (42) (42)
— — — 82 82
934
47 158 — — 158
— 267 — — 267
3 38 — — 38
— 1,10€ — — 1,10¢
(10) (15€) - - (15€)
— — (135) — (13%)
— 1 — — 1
1,597 6,32t 1,29 (29 7,59¢
— — 1,72( — 1,72(
— — — 56 56
— — — 29 29
— — — (53 (53
— — — 7 7
1,75¢
36 284 — — 284
— 28t — — 28t
2 46 — — 46
— — (30€) — (30¢)
1,63¢ 6,94( 2,70¢ 15 9,664
— — 2,14¢ — 2,14¢
- - - 5 5
— — — 103 103
— — — 9 9
— — — (102) (102)
— — — 8 8
2,16¢€
30 34¢ — — 34¢
— 34¢€ — — 34¢€



Retirement Plan

Repurchase and retirement of common s
Dividends

Value of options exchanged for acquisitic
Deferred stoc-based compensation from acquisitit

Balance at September 25, 20C

2 56 — — 56
27) (952) — — (952)
— — (524) — (524)
— 19 — — 19
— €) — — ©)
1,64( $6,75¢ $ 4,32¢ 38 $  11,11¢

See accompanying notes.

F-6




Table of Contents

QUALCOMM Incorporated
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. The Company and its Significant Accountingolicies

The Company. QUALCOMM Incorporated (the Company or QUALCOMM)eelaware corporation, develops, designs, manufestur
and markets digital wireless telecommunicationglpots and services based on its Code Division lgleliAccess (CDMA) technology. The
Company is a leading developer and supplier of CDib&&ed integrated circuits and system softwargviigess voice and data
communications, multimedia functions and globalifimsing system products to wireless device andastfucture manufacturers. The
Company grants licenses to use portions of itdlauteial property portfolio, which includes certaiatent rights essential to and/or useful in
the manufacture and sale of CDMA products, andivesdicense fees as well as ongoing royaltiesdasesales by licensees of wireless
telecommunications equipment products incorporats @ DMA technologies. The Company provides sietind terrestrial-based two-way
data messaging and position reporting servicegdasportation companies, private fleets, constvnaquipment fleets and other enterprise
companies. The Company provides the BREW (Binanytite Environment for Wireless) product and sersit®ewireless network operatc
handset manufacturers and application developers@aoport for developing and delivering over-thevdreless applications and services.
The Company also makes strategic investments togthe worldwide adoption of CDMA products and/gees for wireless voice and
Internet data communications.

Principles of Consolidation. The Company’s consolidated financial statementsiidfecthe assets, liabilities and operating resflts
majority-owned subsidiaries. The ownership of tleeointerest holders of consolidated subsidiasesflected as minority interest and is not
significant. All significant intercompany accourtisd transactions have been eliminated. Certaineo€Company’s foreign subsidiaries are
included in the consolidated financial statements month in arrears to facilitate the timely inatusof such entities in the Company’s
consolidated financial statements. The Company doehave any investments in entities it believesvariable interest entities for which the
Company is the primary beneficiary.

The Company deconsolidated the Vésper Opegr&ompanies and TowerCo during fiscal 2004 asualtrestheir sale (Note 12). Results
of operations and cash flows related to the Vé§arating Companies and TowerCo are presentedgesndinued operations.

Financial Statement Preparation. The preparation of financial statements in conftymiith accounting principles generally accepted in
the United States requires management to makeassmand assumptions that affect the reported asmand the disclosure of contingent
amounts in the Company’s financial statements hadaitcompanying notes. Actual results could dffi@n those estimates. Certain prior
year amounts have been reclassified to conformeatirrent year presentatic

Fiscal Year. The Company operates and reports using a 52-53 figegl year ending on the last Sunday in Septenilier fiscal years
ended September 25, 2005, September 26, 2004 atendwer 28, 2003 each include 52 weeks.

Revenue Recognition. The Company derives revenue principally from safeéstegrated circuit products, from royalties fsrintellectual
property, from messaging and other services arded@hardware sales, from software developmentiegusing and related services, and
from license fees for intellectual property. Thaitig of revenue recognition and the amount of reeesctually recognized in each case
depends upon a variety of factors, including thec#je terms of each arrangement and the natuteeo€ompany’s deliverables and
obligations. The development stage of the Compatyssomers’ products does not affect the timingrapunt of revenue recognized.

The Company licenses rights to use portiorissahtellectual property portfolio, which inclusleertain patent rights essential to and/or
useful in the manufacture and sale of CDMA produaiduding, without limitation, products impleméng cdmaOne, CDMA2000,
Wideband CDMA (WCDMA) and/or the CDMA Time Divisidduplex (TDD) standards and their derivatives. higees typically pay a
license fee in one or more installments and ongoiyglties based on their sales of products inaatptg or using the Company’s licensed
intellectual property. License fees are recognizest the estimated period of future benefit todlierage licensee, typically five to seven
years. The Company earns royalties on such liceB88dA products sold worldwide by its licenseesta time that the license’ sales
occur. The Company’s licensees, however, do nartemd pay royalties owed for sales in any giveartgr until after the conclusion of that
quarter, and, in some instances, although royadties
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QUALCOMM Incorporated
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

reported quarterly, payment is on a semi-annuasbBsiring the periods preceding the fourth quasfdiscal 2004, the Company estimated
and recorded the royalty revenues earned for bglesrtain licensees (the Estimated Licenseed)amtiarter in which such sales occurred,
but only when reasonable estimates of such amaonisl be made. Not all royalties earned were esticha

Starting in the fourth quarter of fiscal 2084 Company determined that, due to escalatingchadging business trends, the Company no
longer had the ability to reliably estimate royakyenues from the Estimated Licensees. Theseatiscphnd changing trends included the
commercial launches and global expansion of WCDM#Aworks, changes in market share among licenseetodacreased global
competition, and increased variability in the imtgd circuit and finished product inventoriesioghsees. Starting in the fourth quarter of
fiscal 2004, the Company began recognizing royataenues for a quarter solely based on royaltigsrted by licensees during such quarter.
The change in the timing of recognizing royaltyaeue was made prospectively and had the initialtione effect of reducing royalty
revenues recorded in the fourth quarter of fis@@l& Total royalties reported by external licendeediscal 2005 and recorded as revenue for
the period were $1.64 billion. Total royalties reged by external licensees for fiscal 2004 and 20068 $1.29 billion and $837 million,
respectively, as compared to $1.14 billion and $888on, respectively, recorded as royalty revenfrem the external licensees for the same
periods.

Revenues from sales of the Company’s CDMA-haseegrated circuits are recognized at the timshgdment, or when title and risk of
loss pass to the customer and other criteria foemee recognition are met, if later. Revenues fpoaviding services are recorded when
earned.

In November 2002, the Emerging Issues Taskd-(EITF) issued Issue No. 00-21, “Accounting f@vBnue Arrangements with Multiple
Deliverables” which the Company adopted in the flogquarter of fiscal 2003. This issue addressesra@ation of whether an arrangement
involving more than one deliverable contains mbantone unit of accounting and how arrangementideration should be measured and
allocated to the separate units of accounting.Gtyapany recognized revenues and expenses fromafaledain satellite and terrestrial-
based two-way data messaging and position repdmangware and related software products by its QWBBion (Note 10) ratably over the
shorter of the estimated useful life of the hardwamoduct or the expected messaging service pexioidh is typically five years, until the
fourth quarter of fiscal 2003. The ratable recdgniof these sales had been required because &agieg service was considered integral to
the functionality of the hardware and software. EI$sue No. 00-21 does not require the deferratwénue when an undelivered element is
considered integral to the functionality of a detiwd element and otherwise requires separate eosouating in multiple element
arrangements. Given that the Company meets tteziaritipulated in EITF Issue No. 00-21, the séléne hardware is accounted for as a unit
of accounting separate from the future serviceetpovided by the Company. Accordingly, startinghia fourth quarter of fiscal 2003, the
Company began recognizing revenues allocated tbdtdware using the residual method and relatedresgs from such sales at the time of
shipment, or when title and risk of loss pass ®dhstomer and other criteria for revenue recagmiire met, if later, instead of amortizing
related revenue over future periods. The Compagsted to adopt EITF Issue No. 00-21 prospectivetydvenue arrangements entered into
after the third quarter of fiscal 2003, rather tih@porting the change in accounting as a cumulaffect adjustment. The amortization of
QWBS equipment revenue that was deferred in thiegeprior to the adoption of EITF Issue No. 00wéll continue with a declining impact
through fiscal 2008. QWBS amortized $52 milliong3$¥illion and $23 million in revenue related to Byprior period equipment sales in
fiscal 2005 and 2004 and during the fourth quastdiscal 2003, respectively. Deferred revenues exyenses related to the historical QWBS
sales that will continue to be amortized in futpegiods were $54 million and $34 million, respeelyy at September 25, 2005. Gross margin
related to these prior sales is expected to begrézed as follows: $13 million in fiscal 2006, $6llran in fiscal 2007 and $1 million in fiscal
2008.

Revenues from long-term contracts are generatlognized using the percentage-of-completioortsffexpended method of accounting,
based on costs incurred compared with total estichebsts. The percentageanfmpletion method relies on estimates of total mmitrevenu
and costs. Revenue and profit are subject to mnésas the contract progresses to completion. Resgisn profit estimates are charged or
credited to income in the period in which the fabest give rise to the revision become known. thatcontract costs are greater than
expected, reduction of contract profit would beuiegd. Billings on uncompleted contracts in exagfsscurred cost and accrued profit are
classified as unearned revenue. Estimated contssrs are recognized when determined. If subgstauaticertainty related to customer
acceptance exists or the contract’s duration atixelly short, the Company uses the completed-aohimethod.
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QUALCOMM Incorporated
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company provides both perpetual and rehlentane-based software licenses. Revenues frotwadf license fees are recognized
when all of the following criteria are met: the tgh agreement is executed; the software is deld;ehe license fee is fixed and
determinable; collectibility of the license fegui®bable; and if applicable, when vendor-specibifeotive evidence exists to allocate the total
license fee to elements of multiple-element arrarg@s, including post-contract customer supportel@ontracts contain multiple elements
wherein vendosspecific objective evidence exists for all undelagelements, the Company recognizes revenuedatdtivered elements a
defers revenue for the fair value of the undelidezements until the remaining obligations haventesdisfied. If vendor-specific objective
evidence does not exist for all undelivered elemeevenue for the delivered and undelivered el¢srisrdeferred until remaining obligations
have been satisfied, or if the only undeliverednget is post-contract customer support and vengkxeiic objective evidence of the fair
value of post-contract customer support does nist,aevenue from the entire arrangement is reaeghiatably over the support period.
Judgments and estimates are made in connectiorthvéittecognition of software license revenue, wiiay include assessments of
collectibility, the fair value of deliverable elemts and the implied support period. The amouninoing of the Company’s software license
revenue may differ as a result of changes in thedgaments or estimates.

The Company records reductions to revenueudstomer incentive programs, including specialipg@greements and other volume-
related rebate programs. Such reductions to reveraiestimates, which are based on a number afrf&éhcluding our assumptions relate:
historical and projected customer sales volumeshadontractual provisions of the customer agredsne

Unearned revenue consists primarily of feésted to software products, license fees for iattllal property and hardware products sales
with continuing performance obligations.

Concentrations. A significant portion of the Company’s revenuesasicentrated with a limited number of customerthasvorldwide
market for wireless telecommunications productioisiinated by a small number of large corporati®ezenues from LG Electronics,
Samsung and Motorola, customers of the Company’s,@IL and QWI segments, comprised 15%, 13% and @&fifdtal consolidated
revenues, respectively, in fiscal 2005, as compardd%, 15% and 10% of total consolidated revermudéiscal 2004, respectively, and 13%,
17% and 13%, respectively, in fiscal 2003. Aggredatccounts receivable from Samsung, LG ElectraridsMotorola comprised 45% and
51% of gross accounts receivable at September(®, @nd September 26, 2004, respectively.

Revenues from international customers werecqupately 82%, 79% and 77% of total consolidateeenues in fiscal 2005, 2004 and
2003, respectively.

Cost of Equipment and Services Revenues. Cost of equipment and services revenues is priynepinprised of the cost of equipment
revenues, the cost of messaging services revendetha cost of development and other services tegrCost of equipment revenues
consists of the cost of equipment sold and susigiengineering costs, including personnel andedlabsts. Cost of messaging services
revenues consists principally of satellite trangfmarcosts, network operations expenses, includinggmnel and related costs, depreciation,
and airtime charges by telecommunications opera@mst of development and other services reveniegply includes personnel costs and
related expenses.

Research and Development. Costs incurred in research and development aetvéire expensed as incurred, except certain seftwar
development costs capitalized after technologieasibility of the software is established.

Shipping and Handling Costs. Costs incurred for shipping and handling are inetlith cost of revenues at the time the relatedmesés
recognized. Amounts billed to a customer for shigpind handling are reported as revenue.

Income Taxes. The asset and liability approach is used to reamgdeferred tax assets and liabilities for the etqubfuture tax
consequences of temporary differences betweenratingimg amounts and the tax bases of assets apilitiés. Tax law and rate changes are
reflected in income in the period such change€aeeted. The Company records a valuation allowanoeduce the deferred tax assets to the
amount that is more likely than not to be realized.
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QUALCOMM Incorporated
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company’s income tax returns are baserhtmulations and assumptions that are subjectamaation by the Internal Revenue
Service and other tax authorities. While the Comydaglieves it has appropriate support for the pmsittaken on its tax returns, the Comp
regularly assesses the potential outcomes of #emminations and any future examinations for theeecu or prior years in determining the
adequacy of its provision for income taxes. As péits assessment of potential adjustments tmiseturns, the Company increases its
current tax liability to the extent an adjustmermiuld result in a cash tax payment or decreasekefesred tax assets to the extent an
adjustment would not result in a cash tax paynigm. Company continually assesses the likelihoodsmmdunt of potential adjustments and
adjusts the income tax provision, the current iahility and deferred taxes in the period in whibk facts that give rise to a revision become
known.

Cash Equivalents. The Company considers all highly liquid investmenith original maturities of three months or lesde cash
equivalents. Cash equivalents are comprised of gnoragket funds, certificates of deposit, commerpegber and government agencies’
securities. The carrying amounts approximate falue due to the short maturities of these instrumen

Marketable Securities. Management determines the appropriate classificationarketable securities at the time of purclaase
reevaluates such designation as of each balaneé dduie. Held-to-maturity securities are carriedmbrtized cost, which approximates fair
value. Available-for-sale securities are statefhiatvalue as determined by the most recently tigufice of each security at the balance sheet
date. The net unrealized gains or losses on aleifab-sale securities are reported as a comparfesimprehensive income (loss), net of tax.
The specific identification method is used to cotepthe realized gains and losses on debt and espatyrities.

The Company regularly monitors and evaludties¢alizable value of its marketable securitiebeWassessing marketable securities for
other-than-temporary declines in value, the Compamsiders such factors as, among other things,dignificant the decline in value is as a
percentage of the original cost, how long the miavkéue of the investment has been less thanigénat cost, the performance of the
investee’s stock price in relation to the stock@mf its competitors within the industry and tharket in general, analyst recommendations,
any news that has been released specific to tlestee and the outlook for the overall industry mah the investee operates. The Company
also reviews the financial statements of the iree$d determine if the investee is experiencingrfaial difficulties and considers new
products/services that the investee may have fontig that will improve its operating results. femts and circumstances indicate that a
decline in the value of these assets has occungdsather than temporary, the Company recordsagge to investment income (expense).

Allowances for Doubtful Accounts. The Company maintains allowances for doubtful ant®for estimated losses resulting from the
inability of the Companys customers to make required payments. The Companrsiders the following factors when determiningdflectior
of a fee is reasonably assured: customer credithimass, past transaction history with the customarent economic industry trends and
changes in customer payment terms. If the Compasynb previous experience with the customer, theg@my typically obtains reports
from various credit organizations to ensure thatdhstomer has a history of paying its creditoree Tompany may also request financial
information, including financial statements or atdecuments (e.g., bank statements) to ensurghtbatustomer has the means of making
payment. If these factors do not indicate collatimreasonably assured, revenue is deferredaotiiiction becomes reasonably assured,
which is generally upon receipt of cash. If thefigial condition of the Company’s customers werdedigriorate, adversely affecting their
ability to make payments, additional allowances ldde required.

Inventories. Inventories are valued at the lower of cost or ret(keplacement cost, not to exceed net realizzddlee) using the first-in,
first-out method. Recoverability of inventory issassed based on review of committed purchase drdenscustomers, as well as purchase
commitment projections provided by customers, anathgr things.

Property, Plant and Equipment. Property, plant and equipment are recorded atarabtepreciated or amortized using the straiglet-lin
method over their estimated useful lives. Buildiagsl building improvements are depreciated oveyezds and 15 years, respectively.
Leasehold improvements are amortized over the shoftheir estimated useful lives or the remairtiergn of the related lease. Other
property, plant and equipment have useful livegiragnfrom 2 to 15 years. Direct external and in&kigosts of developing software for
internal use are capitalized subsequent to thénpirelry stage of development. Maintenance, repaird, minor renewals and betterments are
charged to expense as incurred.
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QUALCOMM Incorporated
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Upon the retirement or disposition of propephant and equipment, the related cost and acatadibdepreciation or amortization are
removed, and a gain or loss is recorded.

Investmentsin Other Entities. The Company makes strategic investments in comgpdiné have developed or are developing innovative
wireless data applications and wireless operataspgromote the worldwide deployment of CDMA systeinvestments in corporate entities
with less than a 20% voting interest are generatlyounted for under the cost method. The Compagy thhe equity method to account for
investments in corporate entities, including liditebility corporations that do not maintain sgcownership accounts, in which it has a
voting interest of 20% to 50% and other than miods0% ownership interests in partnerships anddidniiability corporations that do
maintain specific ownership accounts, or in whicbtherwise has the ability to exercise significafiuence. Under the equity method, the
investment is originally recorded at cost and aéjgiso recognize the Company’s share of net easrindpsses of the investee, limited to the
extent of the Company’s investment in and advateéise investee and financial guarantees on belfi#iife investee that create additional
basis. The Compang’equity in net earnings or losses of its investeegecorded one month in arrears to facilitagetithely inclusion of suc
equity in net earnings or losses in the Compangisolidated financial statements.

The Company regularly monitors and evaludies¢alizable value of its investments. When agsgss investment for an other-than-
temporary decline in value, the Company considech $actors as, among other things, the share froae the investee’s latest financing
round, the performance of the investee in reldtboits own operating targets and its business planinvestee’s revenue and cost trends, as
well as liquidity and cash position, including @@sh burn rate, market acceptance of the invegpeedicts/services as well as any new
products or services that may be forthcoming, agwificant news that has been released specifibganvestee or the investee’s competitors
and/or industry, and the outlook for the overatluatry in which the investee operates. From timtinte, the Company may consider third
party evaluations, valuation reports or advice fiogestment banks. If events and circumstancesatelithat a decline in the value of these
assets has occurred and is other than tempora;dmpany records a charge to investment inconpe(ese).

Derivatives. The Company holds warrants to purchase equityastsiin certain other companies related to it$egjrainvestment
activities. These warrants are not held for tradingedging purposes. Certain of these warrantsegaded at fair value. Changes in fair
value are recorded in investment income (expersgams (losses) on derivative instruments. Wasrddt do not have contractual net
settlement provisions are recorded at cost. Tharded values of the warrants in other current asgete $1 million and $4 million at
September 25, 2005 and September 26, 2004, regggcti

The Company may enter into foreign curreneyvéod and option contracts to hedge certain foreigmency transactions and probable
anticipated foreign currency transactions. Gairtslaases arising from foreign currency forward aption contracts that are not designated
as hedging instruments are recorded in investnmeonie (expense) as gains (losses) on derivatiteiments. Gains and losses arising from
the effective portion of foreign currency forwanadaoption contracts that are designated as cashkHéalging instruments are recorded in
accumulated other comprehensive income as gaisse) on derivative instruments. The amounts drgeswently reclassified into revenues
in the same period in which the underlying transast affect the Company’s earnings. The Companynadutstanding forward contracts at
September 25, 2005 and the value of the Companyesgh currency forward contracts was insignificanSeptember 26, 2004. The value of
the Company’s foreign currency option contract®reed in other current assets was $16 million ate&Ssber 25, 2005, of which all were
designated as cash-flow hedging instruments. Thegaay had no foreign currency option contractstantting at September 26, 2004.

In connection with its stock repurchase progrtne Company may sell put options that requieeGbmpany to repurchase shares of its
common stock at fixed prices. In fiscal 2005 an@4£0he premiums received from put options wereneded as other current liabilities in
accordance with Statement of Financial StandardsLB0 (FAS 150), “Accounting for Certain Finandiastruments with Characteristics of
both Liabilities and Equity.” Changes in the fadwe of put options are recorded in investmentrimedexpense) as gains (losses) on
derivative instruments. The value of the put optioecorded in other current liabilities was $7 ioiilat September 25, 2005. The
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Company had no put options outstanding at Septe@&e2004. In fiscal 2003, the $7 million in premisi received from put options were
recorded as paid-in capital in accordance with BSdte No. 00-19, “Accounting for Derivative Instrants Indexed to, and Potentially
Settled in, a Company’s Own Stock,” which was sghsetly amended by FAS 150.

Goodwill and Other Intangible Assets. Goodwill represents the excess of purchase pride@ated costs over the value assigned to tt
tangible and identifiable intangible assets of besses acquired. Goodwill is tested annually fgraiinment and in interim periods if certain
events occur indicating that the carrying valugaddwill may be impaired. The Company complete@itsual testing for fiscal 2005, 2004
and 2003 and determined that its recorded goodvail not impaired.

Software development costs are capitalizedwehproduct’s technological feasibility has beetalgisshed through the date a product is
available for general release to customers. Softwlavelopment costs are amortized on a straigathlirsis over the estimated economic life
of the software, ranging from less than one yedoto years, taking into account such factors aseffects of obsolescence, technological
advances and competition. The weighted-averagetaation period for capitalized software was onaryat both September 25, 2005 and
September 26, 2004. Other intangible assets aretizeton a straight-line basis over their useftéd, ranging from less than one year to
28 years.

Weighted-average amortization periods fottditived intangible assets, by class, were asvdlo

September 25, 20C  September 26, 20C

Wireless license 15 years 15 years
Marketin¢-related 18 years 17 years
Technolog-basec 9 years 11 years
Custome-related 7 years 8 years
Other 28 years 28 years

Total intangible asse 13 years 14 years

Changes in the weighted-average amortizatasiogs from fiscal 2004 to 2005 resulted from addi to intangible assets related to
acquisitions (Note 11).

Valuation of Long-Lived and I ntangible Assets. The Company assesses potential impairments toritslived assets when there is
evidence that events or changes in circumstandésaite that the carrying amount of an asset maypaoecovered. An impairment loss is
recognized when the carrying amount of the longdiasset is not recoverable and exceeds its flaie v@he carrying amount of a long-lived
asset is not recoverable if it exceeds the surhefihdiscounted cash flows expected to result fremuse and eventual disposition of the
asset. Any required impairment loss is measurdédeaamount by which the carrying amount of a largd asset exceeds its fair value and is
recorded as a reduction in the carrying value efréiated asset and a charge to operating results.

Litigation. The Company is currently involved in certain legedceedings. The Company estimates the rangelilityerelated to pendin
litigation where the amount and range of loss caediimated. The Company records its best estiofi@déoss when the loss is considered
probable. Where a liability is probable and thera range of estimated loss with no best estimeatigei range, the Company records the
minimum estimated liability related to the claims Additional information becomes available, the Gany assesses the potential liability
related to the Company’s pending litigation andses its estimates.

Share-Based Compensation. The Company records compensation expense for eeplstpck options based upon their intrinsic value o
the date of grant pursuant to Accounting Princifdeard Opinion 25 (APB 25), “Accounting for Stodsled to Employees.” Because the
Company establishes the exercise price based daithmarket value of the Company’s stock at thiead grant, the stock options have no
intrinsic value upon grant, and therefore no expassecorded. Each quarter, the Company repagtpdlential dilutive impact of shal&asec
payments in its diluted earnings per common shsirgguthe treasury-stock method. Out-of-the-moneglsbptions (i.e., the average stock
price during the period is below the strike pri¢eh® stock option) are not included in dilutedréags per common share as their effect is
anti-dilutive.
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As required under Financial Accounting Staddd@oard Statement No. 123 (FAS 123), “AccountmgStock-Based Compensation,” and
Statement of Financial Accounting Standards No. (F4€5 148), “Accounting for Stock-Based Compengatiolransition and Disclosure,”
the pro forma effects of shab&sed payments on net income and earnings per corsinaoe have been estimated at the date of griagf the
Black-Scholes option-pricing model based on thiwahg assumptions:

Stock Option Plans Purchase Plans
2005 2004 2003 2005 2004 2003
Risk-free interest rat 3.% 3.&8% 3.2% 2.%% 1.1% 1.C%
Volatility 36.5% 53.2% 58.(% 29.8% 33.% 41.1%
Dividend yield 0.8% 0.€% 0.2% 0.% 0.7% 0.2%
Expected life (years 6.C 6.C 6.C 0.t 0.t 0.t

The Black-Scholes option-pricing model wasaleped for use in estimating the fair value of é@aptions that have no restrictions and
are fully transferable and negotiable in a freditrg market. This model does not consider the eympémt, transfer or vesting restrictions that
are inherent in the Company’s employee stock opt@rpurchase rights granted pursuant to the Erepl@tock Purchase Plans. Use of an
option valuation model, as required by FAS 123ludes highly subjective assumptions based on leng-predictions, including the
expected stock price volatility and average lifea€h stock option grant. Because the Companyiedtesed payments have characteristics
significantly different from those of freely tradegtions, and because changes in the subjective agsumptions can materially affect the
Company’s estimate of the fair values, in the Comyfsopinion, existing valuation models may notrbkable single measures of the fair
values of the Company’s share-based payments. EokEcholes weighted average estimated fair vadfisgock options granted during
fiscal 2005, 2004 and 2003 were $14.80, $13.92%8n6l7 per share, respectively. The Black-Scholeghted average estimated fair values
of purchase rights granted pursuant to the Empl&feek Purchase Plans during fiscal 2005, 20042808 were $8.76, $7.53 and $4.80 per
share, respectively.

For purposes of pro forma disclosures, thenegéd fair value of share-based payments is as$tionge amortized to expense over their
vesting periods. The pro forma effects of recogjzitompensation expense under the fair value methagbt income and net earnings per
common share were as follows (in millions, exceptearnings per common share):

Year Ended
September 2& September 2€ September 2€
2005 2004 2003
Net income, as reporte $ 2,14z $ 1,72( $ 827
Add: Share-based employee compensation expensel@ttin reported net income, net
of related tax benefil 2 — 1
Deduct: Share-based employee compensation expeteenthed under the fair value
based method for all awards, net of related tascts (30%) (281) (260)
Pro forma net incom $ 1,84( $ 1,43¢ $ 56€
Earnings per common sha
Basic— as reporter $ 1.31 $ 1.0¢€ $ 0.52
Basic— pro forma $ 1.12 $ 0.8¢ $ 0.3€
Diluted — as reporte! $ 1.2¢€ $ 1.0¢ $ 0.51
Diluted — pro forma $ 1.0¢ $ 0.8¢ $ 0.3
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Foreign Currency. Foreign subsidiaries operating in a local curresmyironment use the local currency as the functionaency. Assets
and liabilities are translated to United Statedaislat the exchange rate in effect at the balaheet date; revenues, expenses, gains and
are translated at rates of exchange that approgithatrates in effect at the transaction date. IReguranslation gains or losses are
recognized as a component of other comprehensieeria. The functional currency of the Company’sifgménvestees that do not use local
currencies is the United States dollar. Where thi#¢ed States dollar is the functional currency, tienetary assets and liabilities are trans|
into United States dollars at the exchange ragdfect at the balance sheet date. Revenues, exyyeyers and losses associated with the
monetary assets and liabilities are translatetetdtes of exchange that approximate the ratefeént at the transaction date. Non-monetary
assets and liabilities and related elements ofmae®, expenses, gains and losses are transldtexticaical rates. Resulting translation gains or
losses of these foreign investees are recognizttbistatements of operations.

During fiscal 2005, net foreign currency tractson gains included in the Company’s statemeimipefrations were $1 million. During fiscal
2004, net foreign currency transaction losses dwin the Company’s statements of operations &maillion. During fiscal 2003, net
foreign currency transaction gains and losses dedun the Company’s statements of operations imsignificant.

Comprehensive | ncome. Comprehensive income is defined as the changeuitysof a business enterprise during a period from
transactions and other events and circumstancesriom-owner sources, including foreign currencpgtation adjustments and unrealized
gains and losses on marketable securities. The @oynpresents comprehensive income in its conselidstatements of stockholders’ equity.

The reclassification adjustment for other-thamporary losses on marketable securities reBolts the recognition of unrealized losses in
the statement of operations due to declines imtheket prices of those securities deemed to be titha temporary. The reclassification
adjustment for net realized gains results fromréoagnition of the net realized gains in the statenof operations when the marketable
securities are sold.

Components of accumulated other comprehefisozane consisted of the following (in millions):

September 2! September 2€

2005 2004
Foreign currency translatic $ (22) $ (27)
Unrealized gains on marketable securities, netadime taxe 60 42
$ 38 $ 15

Stock Split. On July 13, 2004, the Company announced a two4fierstock split in the form of a stock dividend. &taovas distributed on
August 13, 2004 to stockholders of record as of 23, 2004. Stockholders’ equity has been restatefive retroactive recognition to the
stock split for all periods presented by reclassgythe par value of the additional shares ariiaom the split from paid-in capital to common
stock. All references in the financial statememis aotes to number of shares and per share amilatst the stock split.

Earnings Per Common Share. Basic earnings per common share is computed bygidiyinet income by the weighted average number of
common shares outstanding during the reportingpdeBiluted earnings per common share is compuwediiding net income by the
combination of dilutive common share equivalentsnprised of shares issuable under the Companyiedfesed compensation plans and
shares subject to written put options, and the teidyaverage number of common shares outstandiggde reporting period. The
incremental dilutive common share equivalents,dated using the treasury stock method, for fi2€5, 2004 and 2003 were approxima
56,127,000, 58,686,000 and 56,338,000, respectively

Employee stock options to purchase approxiina&® 660,000, 40,221,000 and 86,540,000 sharesrafnon stock during fiscal 2005,
2004 and 2003, respectively, were outstanding buintluded in the computation of diluted earnipgs common share because the option
exercise price was greater than the average mpiriket of the common stock, and therefore, the effiaddilutive earnings per common share
would be anti-dilutive. Put options
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outstanding during fiscal 2005 and 2004 to purclkaseighted-average of 13,000,000 and 3,000,00@sld common stock, respectively,
were not included in the earnings per common stamgputation for fiscal 2005 and 2004 because th®piions’ exercise prices were less
than the average market price of the common stdilevthey were outstanding, and therefore, theceéffe diluted earnings per common
share would be anti-dilutive (Note 7).

Future Accounting Requirements. In December 2004, the FASB revised Statement N8.(EAS 123R), “Share-Based Payment,” which
requires companies to expense the estimated faie v employee stock options and similar awards AQril 14, 2005, the U.S. Securities
and Exchange Commission adopted a new rule ametigingpmpliance dates for FAS 123R. In accordanttettive new rule, the accounting
provisions of FAS 123R will be effective for the iBpany beginning in the first quarter of fiscal 2006e Company tentatively expects to
adopt the provisions of FAS 123R using a modifiemspective application. FAS 123R, which providedaia changes to the method for
valuing share-based compensation among other chawgkapply to new awards and to awards thatoartstanding on the effective date and
are subsequently modified or cancelled. Compensatipense for outstanding awards for which theis#tguservice had not been rendere:
of the effective date will be recognized over temaining service period using the compensationeaistilated for pro forma disclosure
purposes under FAS 123. At September 25, 2005, ariezed compensation expense related to outstandimgsted options, as determine
accordance with FAS 123, that the Company expeatsdord during fiscal 2006 was approximately $884ion before income taxes. The
Company will incur additional expense during fis2@D6 related to new awards granted during 2006cdranot yet be quantified. The
Company is in the process of determining how thidance regarding valuing share-based compensagipneacribed in FAS 123R will be
applied to valuing share-based awards granted thiéezffective date and the impact that the redamnof compensation expense related to
such awards will have on its financial statements.

Note 2. Marketable Securities

Marketable securities were comprised as falgw millions):

Current Noncurrent
September 2E September 2€ September 2E September 2€
2005 2004 2005 2004

Held-to-maturity:
Governmer-sponsored enterprise securit $ 60 $ — $ — $ 70

Corporate bonds and not 70 10 — 60
13C 10 — 13C

Available-for-sale:
U.S. Treasury securitie 151 267 — —
Governmer-sponsored enterprise securi 704 542 — —
Municipal bonds 10 — — —
Foreign government boni 17 8 — —
Corporate bonds and not 2,64t 2,60: 14 3
Mortgage and ass-backed securitie 767 1,22¢ — —
Non-investment grade debt securit 24 — 694 571
Equity mutual fund: — — 29:¢ 29¢
Equity securitie: 30 112 1,132 653
4,34¢ 4,75¢ 2,138 1,52%
$ 4,47¢ $ 4,76¢ $ 2,138 $ 1,65:%

As of September 25, 2005, the contractual ritegs of debt securities were as follows (in noitis):
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Years to Maturity No Single
Less thar One to Five to Greater than Maturity
One Yeat Five Years Ten Years Ten Years Date Total
Held-to-maturity $ 13C $ — $ $ — $ — $ 13C
Available-for-sale 2,43¢ 1,17: 62€ 21 767 5,02¢
$ 2,56¢ $ 1,17: $ 62€ $ 21 $ 767 $ 5,15¢

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

Available-for-sale securities were comprisedalows at (in millions):

Unrealized Unrealized
Cost Gains Losses Fair Value
September 25, 2005
Equity securitie: $ 1,35: $ 131 $ (29 $ 1,45t
Debt securitie: 5,03¢ 14 (27) 5,02¢
Total $ 6,392 $ 14F $ (56) $ 6,481
September 26, 200.
Equity securitie: $ 1,00: $ 77 $ (19 $ 1,061
Debt securitie: 5,20¢ 27 (15) 5,22(
Total $ 6,211 $ 104 $ (39 $ 6,281

The fair values of held-to-maturity debt séiwes at September 25, 2005 and September 26, 200bximate cost.

The Company recorded realized gains and lazsesles of available-for-sale marketable seesr#is follows (in millions):

Gross Gross Net
Realized Realized Realized
Fiscal Year Gains Losses Gains
2005 $ 19¢ $ (31 $ 167
2004 10¢ (17) 88
2003 82 (13) 69

The following table shows the gross unrealimsdes and fair values of the Company’s investmnindividual securities that have been
in a continuous unrealized loss position deemdzkttemporary for less than 12 months and for muaa 12 months, aggregated by
investment category, at September 25, 2005 (inang):
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Less than 12 months More than 12 months

Fair Unrealized Fair Unrealized

Value Losses Value Losses
U.S. Treasury securitie $ — $ — $ 64 $ 1)
Governmer-sponsored enterprise securil 15¢ 1) — —
Corporate bonds and not 821 (6) 182 3
Mortgage and ass-backed securitie 304 2 a0 (@D}
Non-investment grade debt securit 337 (12 17 @
Equity securitie: 384 (29 — —
$ 2,00t $ (50 $ 358 $ (6)

I nvestment Grade Debt Securities. The Company’s investments in investment grade sedurities consist primarily of investments in
certificates of deposit, U.S. Treasury securitigssernment-sponsored enterprise securities, forgigernment bonds, mortgage- and asset-
backed securities and corporate bonds and notesuiitealized losses on the Company’s investmerntwa@stment grade debt securities were
caused by interest rate increases. Due to theffatthe decline in market value is attributablehianges in interest rates and not credit
quality, and because the severity and duratioh@iinrealized losses were not significant, the Gomzonsidered these unrealized losses to
be temporary at September 25, 2005.

Non-I nvestment Grade Debt Securities. The Company’s investments in non-investment graah slecurities consist primarily of
investments in corporate bonds. The unrealizegfes the Company’s investment in non-investmesdeydebt securities were caused by
credit quality and industry or company specific rge Because the severity and duration of the limegblosses were not significant, the
Company considered these unrealized losses tariotary at September 25, 2005.

Marketable Equity Securities. The Company’s investments in marketable equity isées consist primarily of investments in common
stock of large companies and equity mutual fundie dnrealized losses on the Company'’s investmemiirketable equity securities were
caused by overall equity market volatility and istty specific events. The duration and severitthefunrealized losses in relation to the
carrying amounts of the individual investments wasasistent with typical equity market volatilitgurrent market forecasts support a
recovery of fair value up to (or beyond) the cdshe investment within a reasonable period of tikeecordingly, the Company considered
these unrealized losses to be temporary at Septe2Bb2005.

Note 3. Composition of Certain Financial StatemenCaptions
Accounts Receivable

September 2& September 2€
2005 2004
(In millions)
Trade, net of allowance for doubtful accounts ob#2@ $5, respective $ 50€ $ 52¢
Long-term contract: 26 14
Other 12 38
$ 544 $ 581
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I nventories
September 2& September 2€
2005 2004
(In millions)
Raw material $ 23 $ 20
Work-in-process 6 3
Finished good 14¢ 131
$ 177 $ 154
Property, Plant and Equipment
September 2& September 2€
2005 2004
(In millions)
Land $ 65 $ 47
Buildings and improvemen 614 41%
Computer equipmet 52C 43C
Machinery and equipme 544 41%
Furniture and office equipme 33 24
Leasehold improvemen 107 54
Property under capital leas 2 —
1,88t 1,381
Less accumulated depreciation and amortize (869) (70€)
$ 1,027 $ 675

Depreciation and amortization expense frontinaimg operations related to property, plant agdigment for fiscal 2005, 2004 and 2003
was $177 million, $133 million and $117 millionspectively.

At September 25, 2005 and September 26, 200Klings and improvements and leasehold improvesneith a net book value of
$36 million and $38 million, respectively, includimccumulated depreciation and amortization ofi@80on and $27 million, respectively,
were leased to third parties or held for leasdital parties. Future minimum rental income on ftie# leased to others in each of the next
years from fiscal 2006 to 2009 are $9 million, $8lion, $7 million and $1 million, respectivel
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Goodwill and Other Intangible Assets. The Company'’s reportable segment assets do naeidegoodwill (Note 10). The Company
allocates goodwill to its reporting units for anhtesting purposes. Goodwill was allocable to réipgrunits included in the Company’s
reportable segments at September 25, 2005 as ®lR288 million in QUALCOMM CDMA Technologies, $78illion in QUALCOMM
Technology Licensing, $72 million in QUALCOMM Wirets & Internet, and $128 million in QUALCOMM MEMS:&hnology (a
nonreportable segment included in reconciling itémiNote 10). The increase in goodwill from Septemd6, 2004 to September 25, 2005
was the result of the Company’s business acquisit{dlote 11), partially offset by currency tranisiatadjustments.

The components of purchased intangible assbish are included in other assets, were as f@l@w millions):

September 25, 2005 September 26, 2004
Gross Gross

Carrying Accumulated Carrying Accumulated

Amount Amortization Amount Amortization
Wireless license $ 164 $ (%) $ 77 $ (12)
Marketin¢-related 21 9) 21 (8)
Technolog-basec 11€ (48) 77 (37)
Custome-related 17 (13 15 (12
Other 7 (1) 7 (1)
Total intangible asse $ 32E $ (88) $ 197 $ (69)

Wireless licenses increased as a result o€trapany’s acquisition of additional 700MHz spestrim the United States during fiscal 2005
for its MediaFLO USA business (Note 10). Increasesther intangible asset categories primarily lteslfrom acquisitions during fiscal 20
(Note 11).

All of the Company'’s purchased intangible &ssther than certain wireless licenses in the amoti$84 million and goodwill are subject
to amortization. Amortization expense from contimgibperations for fiscal 2005, 2004 and 2003 wéa&sr#illion, $17 million and
$18 million, respectively. Amortization expenseatet to these intangible assets is expected t@benfllion in fiscal 2006, $19 million in
fiscal 2007, $16 million in fiscal 2008, $15 miltian fiscal 2009 and $14 million in fiscal 2010.

Capitalized software development costs, whiehincluded in other assets, were $43 million $44 million at September 25, 2005 and
September 26, 2004, respectively. Accumulated apatidn on capitalized software was $42 million &9 million at September 25, 2005
and September 26, 2004, respectively. Amortizagiqrense from continuing operations related to apéd software for fiscal 2005, 2004
and 2003 was $4 million, $13 million and $12 mitljgespectively.

Note 4. Investments in Other Entities

Inquam Limited. Since October 2000, the Company and another invési® Other Investor) have provided equity andt dehding to
Inquam Limited (Inquam). Inquam owns, develops anahages wireless CDMA-based communications systeithgr directly or indirectly,
primarily in Romania and Portugal. The Company réed $33 million in equity in losses of Inquam agrifiscal 2005, as compared to
$59 million and $99 million for fiscal 2004 and Z)0espectively. At September 25, 2005 and Septe2®he2004, the Company’s equity and
debt investments in Inquam totaled $26 million 4@ million, respectively, net of equity in loss&@se Company had no remaining funding
commitment under its bridge loan agreement at Sapde 25, 2005.

During fiscal 2005, Inquam secured new lormgaténancing (the new facilities). The Company dhe Other Investor each guaranteed
50% of a portion of the amounts owed under cexéihe new facilities, up to a combined maximun$6f million. Amounts outstanding
under the new facilities subject to the guarandésed $49 million as of September 25, 2005. Trergutee expires and the new facilities
mature on December 25, 2011.
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In October 2005, the Company and the Othesdtor agreed to restructure Inquam. Upon closkeofdstructuring, which is expected to
occur in the first half of fiscal 2006, the Portugampanies will be spun-off through the exchanfjpastions of the Company’s and the Other
Investor’s debt investments for direct equity ietds in the Portugal companies. Inquam, whichaeaititinue to own the Romania companies,
will repurchase certain minority equity interedtamediately after the restructuring, the Companly dld an approximate 49.7% equity
interest in Inquam and a 23% equity interest inRbetugal companies, which is expected to be redlower time as the Other Investor makes
the further investments in the Portugal compangggemmplated by the restructuring agreements. litiaddthe Company and the Other
Investor will have a put-call option arrangementder this arrangement, the Other Investor will hdaeeright to buy the Company’s equity
and debt investments in Inquam, subject to cedaiitions, by exercising its call option, whichliveixpire no later than May 14, 2008. The
minimum purchase price will be approximately $6dlion. In the event that the Other Investor’s agition expires, or in certain other
circumstances prior to that date, the Companyhaille the right to sell our equity and debt investtaé Inquam to the Other Investor at a
minimum sales price of $66 million. Such right vekpire after six months. The Company does notimatie providing any further funding to
Inquam or to the Portugal companies.

Inqguam’s summarized financial information,ided from its unaudited financial statements, i$allews (in millions):

September 2& September 2€
2005 2004
Balance shee
Current assel $ 41 $ 40
Noncurrent asse 15€ 152
Total asset $ 197 $ 192
Current liabilities $ 60 $ 12t
Noncurrent liabilities 275 132
Total liabilities $ 332 $ 25E
Year Ended
September 2E September 2€ September 2€
2005 2004 2003
Income statemen
Net revenue: $ 111 $ 88 $ 50
Gross profit (loss 53 35 (2)
Net loss $ 73 3% (13¢p $ (20%)

Other. Other strategic equity investments as of Septer@25e2005 and September 26, 2004 totaled $96 midimh$123 million,
respectively, including $40 million and $50 milliorespectively, accounted for using the cost metBafferences between the carrying
amounts of certain other strategic equity methedstments and the Compasyinderlying equity in the net assets of thosesteas were nc
significant at September 25, 2005 and Septembe2(®}. At September 25, 2005, effective ownerghiiprests in these investees ranged
from approximately 7% to 50%.

Funding commitments related to these investsietaled $13 million at September 25, 2005, whithCompany expects to fund through
fiscal 2009. Such commitments are subject to thestees meeting certain conditions; actual equitging may be in lesser amounts. An
investee’s failure to successfully develop and lewompetitive products and services due to lddknancing, market demand or an
unfavorable economic environment could adversdicathe value of the Company’s investment in theestee. There can be no assurance
that the investees will be successful in their i$fo

Note 5. Investment Income (Expense)

Investment income (expense) was comprisedllsys (in millions):
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Year Ended
September 2& September 2€ September 2€
2005 2004 2003
Interest and dividend incon $ 25€ $ 17t $ 15€
Interest expens 3 2 (2
Net realized gains on marketable securi 167 88 73
Net realized gains on other investme 12 — 7
Other-thar-temporary losses on marketable secur (13 (12 (200
Otherthar-temporary losses on other investme 1) — (28)
Gains on derivative instrumer 33 7 3
Equity in losses of investe: (28) (72) (113)
$ 42% $ 184 $ (8)

The Company had various financing arrangemémtkiding a bridge loan facility, an equipmenraofacility, and interim and additional
loan facilities with a wholly owned subsidiary oédgaso Telecomunicaciones, S.A. de C.V., a CDMAlesoperator in Mexico (Pegaso).
Pegaso paid the loan facilities in full, includiagcrued interest, during fiscal 2003 and 2004. Chmpany recognized $12 million and
$41 million in interest income related to the Pegiisancing arrangements during fiscal 2004 and32@8spectively.

Note 6. Income Taxes

The components of the income tax provisionenas follows (in millions):

Year Ended
September 2t September 2€ September 2¢
2005 2004 2003
Current provision

Federal $ 77 $ 11& $ 29¢
State 42 60 57
Foreign 14C 157 11¢
25¢ 332 47¢

Deferred provision (benefit
Federal 39¢ 227 45
State 9 29 16
407 25€ 61

$ 66¢€ $ 58¢ $ 53¢

The components of earnings from continuingraiiens before income taxes were as follows (ifiom):

Year Ended
September 2E September 2€ September 2¢
2005 2004 2003
United State: $ 1,57(C $ 1,571 $ 1,16%
Foreign 1,23¢ 742 40z
Earnings from continuing operations before incomes $ 2,80¢ $ 2,31 $ 1,56¢
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The following is a reconciliation of the expett statutory federal income tax provision to tlmmpany’s actual income tax provision (in
millions):

Year Ended
September 2 September 2€ September 2€
2005 2004 2003

Expected income tax provision at federal statutaryrate $ 98¢ $ 80¢ $ 54¢
State income tax provision, net of federal ber 10¢ 91 61
One-time dividend 35 — —
Foreign income taxed at other than U.S. r. (290) (215) (59
Valuation allowanct (78) (44) —
Tax credits (66) (49 (32
Other (27) (4) 18
Income tax expens $ 66€ $ 58¢ $ 53€

The Company has not provided for United Statesme taxes and foreign withholding taxes onmawative total of approximately
$1.2 billion of undistributed earnings from certaion-United States subsidiaries indefinitely ineesbutside the United States. Should the
Company repatriate foreign earnings, the Companylavoave to adjust the income tax provision ingleeéod management determined that
the Company would repatriate the earnings. On @et@B, 2004, the American Jobs Creation Act of 2(6d Jobs Creation Act) was signed
into law. The Jobs Creation Act created a temparargntive for corporations in the United Statesejpatriate accumulated income earned
abroad by providing an 85 percent dividends reckdeduction for certain dividends from controlledeign corporations. In the fourth
quarter of fiscal 2005, the Company repatriated@gamately $0.5 billion of foreign earnings qualifig for the special incentive under the
Jobs Creation Act and recorded a related expenapprbximately $35 million for federal and statedme tax liabilities. This distribution
does not change the Company’s intention to indefinreinvest undistributed earnings of certaiit®foreign subsidiaries in operations
outside the United States.

The Company had net deferred tax assets lasvio(in millions):

September 2E September 2€

2005 2004

Accrued liabilities, reserves and ott $ 19¢ $ 13¢
Deferred revenue 76 13z
Unrealized losses on marketable secur 5 5
Unused net operating loss 13 —
Capital loss carryove 161 24¢
Tax credits 34¢€ 454
Unrealized losses on investme 137 16¢

Total gross deferred ass: 937 1,14¢
Valuation allowanct (69) (139)

Total net deferred asse $ 86¢ $ 1,01C
Purchased intangible ass () (8)
Deferred contract cos (18) (26)
Unrealized gains on marketable securi (50) (33
Other basis difference (1) (43

Total deferred liabilitie: $ (86) $ (110
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The Company believes, more likely than naf thwill have sufficient taxable income after gtaption related deductions to utilize the
majority of its deferred tax assets. As of Septen@3e 2005, the Company has provided a valuatimwahce on net capital losses of
$62 million. The valuation allowance related toitaidosses reflects the uncertainty surroundirgg@ompany’s ability to generate sufficient
capital gains to utilize all capital losses.

Deferred tax assets, net of valuation alloweadecreased by approximately $142 million fromtSeyber 26, 2004 to September 25, 2005
primarily due to the use of tax credits as a resiutiontinued profitable operations in excess gfifanefits from stock option expense, parti
offset by a decrease in the valuation allowancatedlto capital loss carryover.

At September 25, 2005 and September 26, 2884;ompany had federal, state and foreign taxgalyba of approximately $69 million
and $27 million, respectively, included in otherremt liabilities.

At September 25, 2005, the Company had unieskstal and state income tax credits of $670 nmilaad $93 million, respectively,
generally expiring from 2006 through 2024. The Camypdoes not expect these credits to expire unused.

Cash amounts paid for income taxes, net o received, were $168 million, $127 million &5 million for fiscal 2005, 2004 and
2003, respectively. The income taxes paid primaslgte to foreign withholding taxes.

Note 7. Capital Stock

Preferred Stock. The Company has 8,000,000 shares of preferred atatblorized for issuance in one or more series,par value of
$0.0001 per share. In conjunction with the distiidou of preferred share purchase rights, 4,00090@0es of preferred stock are designated as
Series A Junior Participating Preferred Stock archshares are reserved for issuance upon exefdise preferred share purchase rights. At
September 25, 2005 and September 26, 2004, nosshigpeeferred stock were outstanding.

Preferred Share Purchase Rights Agreement. The Company has a Preferred Share Purchase Rignteient (Rights Agreement) to
protect stockholders’ interests in the event ofagppsed takeover of the Company. Under the origRights Agreement, adopted on
September 26, 1995, the Company declared a dividkade preferred share purchase right (a Rightgéeh share of the Company’s
common stock outstanding. Pursuant to the Rightedémgent, as amended and restated on Septembdl&,each Right entitles the
registered holder to purchase from the Companyeaone-thousandth share of Series A Junior Partioip®referred Stock, $0.0001 par
value per share, subject to adjustment for subsegteck splits, at a purchase price of $180. TightR are exercisable only if a person or
group (an Acquiring Person) acquires beneficial eship of 15% or more of the Company’s outstandimgres of common stock without
Board approval. Upon exercise, holders, other #raAcquiring Person, will have the right, subjectdrmination, to receive the Company’s
common stock or other securities, cash or othexta$mving a market value, as defined, equal toetwiich purchase price. The Rights, which
expire on September 25, 2015, are redeemable ifewhiat not in part, at the Company’s option ptmthe time such rights are triggered for
a price of $0.001 per Right.

Stock Repurchase Program. On March 8, 2005, the Company authorized the rém@mse of up to $2 billion of the Company’s common
stock under a program with no expiration date. Byifiscal 2005, the Company repurchased and re2ireg@B83,000 shares of common stock
for $953 million and sold put options under thisgnam. At September 25, 2005, the Company had tt&tanding put options, with
expiration dates of December 7, 2005 and Marci2@@6, that may require the Company to purchased01080 shares of its common stock
upon exercise for $411 million (net of the optioemiums received). Any shares repurchased uporigrasf the put options will be retired.
The recorded values of the put option liabilitiesated $7 million at September 25, 2005. Duringdi2005, the Company recognized
$16 million in investment income due to decreandbe fair values of the put options and $15 millio investment income from premiums
received on a put option that expired unexercis¢&eptember 25, 2005, $636 million remained auteak for repurchases under this
program.

On February 10, 2003, the Company had authdrilze repurchase of up to $1 billion of the Conyfmoommon stock over a two-year
period. The Company did not repurchase any of ragany’s common stock under this program duringcgafi2004; however, the Company
did sell put options. The Company repurchasedfali@ put options during fiscal 2004. The net gaicorded in investment income during
fiscal 2004 related to the put options, includimgmpiums received, was $5 million.
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During fiscal 2003, the Company repurchasatiratired 9,831,000 shares of common stock for $hdigon and sold put options. The put
options expired worthless during fiscal 2003. THendillion in premiums received from the put optiomsre recorded as paid-in capital.

Dividends. On March 2, 2004, the Company announced an inciaatsequarterly dividend from $0.035 to $0.050¢ pkare on common
stock. On July 13, 2004, the Company announced@ease in its quarterly dividend from $0.050 td0$0 per share on common stock. On
March 8, 2005, the Company announced an increasequarterly dividend from $0.070 to $0.090 pleare on common stock. Cash
dividends announced in fiscal 2005 and 2004 wefelksvs (in millions, except per share data):

2005 2004
Per Share Total Per Share Total
First quartel $ 0.07( $ 11t $ 0.070) $ 117
Second quarte 0.07(¢ 11t 0.05( 81
Third quartel 0.09( 147 —@ —
Fourth quarte 0.09( 147 0.07( 114
Total $ 0.32( $ 524 $ 0.19( $ 307

M In the first quarter of fiscal 2004, the Companp@mnced two dividends of $0.035 per share whictevpaid in the first and second
quarters of fiscal 200:

@ The Company paid a dividend of $0.05 per sharkerthird quarter of fiscal 2004 that had been anned in the second quarter of
fiscal 2004,

On October 10, 2005, the Company announcedfa dividend of $0.09 per share on the Companyimeon stock, payable on January 4,
2006 to stockholders of record as of December @52@&hich will be reflected in the first quarterfefcal 2006.

Note 8. Employee Benefit Plans

Employee Savings and Retirement Plan. The Company has a 401(k) plan that allows eligéngloyees to contribute up to 50% of their
eligible compensation, subject to annual limitse @ompany matches a portion of the employee caritoibs and may, at its discretion, make
additional contributions based upon earnings. To@any’s contribution expense for fiscal 2005, 2864 2003 was $27 million,
$21 million and $20 million, respectively.

Stock Option Plans. The Company may grant options to selected emplogiestors and consultants to the Company to @selshares
of the Company’s common stock at a price not leas the fair market value of the stock at the dagrant. The 2001 Stock Option Plan (the
2001 Plan) was adopted and replaced the 1991 &tptikn Plan (the 1991 Plan), which expired in Augt@01. Options granted under the
1991 Plan remain outstanding until exercised ocebed. The shares reserved under the 2001 Plamegeral to the number of shares
available for future grant under the 1991 Plantendate the 2001 Plan was approved by the Compatockholders. At that date,
approximately 101,083,000 shares were availabléutare grants under the 2001 Plan. In fiscal 2@0d ,Company reserved another
64,000,000 shares for future grants under the Z0&1. The Company may terminate the 2001 Planyaticae. The 2001 Plan provides for
the grant of both incentive stock options and noalifjed stock options. Generally, options outsiagd/est over five years and are
exercisable for up to 10 years from the grant dat&eptember 25, 2005, options for approximat&,298,000 shares under both plans\
exercisable at prices ranging from $1.93 to $8@dSshare for an aggregate exercise price of $liégnb

The 2001 Non-Employee Directors’ Stock Optiian (the 2001 Directors’ Plan) was adopted antheep the 1998 Non-Employee
Directors’ Stock Option Plan (the 1998 Directorim). Options granted under the 1998 DirectorshPémain outstanding until exercised or
cancelled. The shares reserved under the 2001tbise®lan are equal to the number of shares aaif@r future grant under the 1998
Directors’ Plan on the date the 2001 DirectorshPRiaas approved by the Company’s stockholders. étdhate, 4,100,000 shares were
available for future grants under the 2001 Diregt®tan. The Company may terminate the 2001 Dirstflan at any time. This plan
provides for non-qualified stock options to be gealto non-employee directors at fair market valesting over periods not exceeding five
years and are exercisable for up to 10 years fhangtant date. At September 25, 2005, optionsgpraximately 3,393,000 shares under t
plans were exercisable at prices ranging from $&366.50 per share for an aggregate exercise pfi§35 million.
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In fiscal 2005, the Company assumed 723,0a042r000 of the outstanding stock options undetrid@m Display Corporation 2000
Stock Plan and the Spike Technologies, Inc. 1988kSDption Plan, respectively, related to thosausitions (Note 11). Both plans expired
on the dates of the acquisitions, and no additishates may be granted under those plans. Bothtimeestock options and non-qualified
stock options are outstanding under both planse@dy, options outstanding vest over periods xeeeding five years and are exercisable
for up to 10 years from the grant date. At Septar@be 2005, options for approximately 559,000 sbameder both plans were exercisable at
prices ranging from $0.09 to $38.48 per share ioaggregate purchase price of $16 million.

A summary of stock option transactions for ptens follows (number of shares in thousands):

Options Options Outstanding
Shares Exercise Price Per Share
Available Number Weighted
for Grant of Shares Range Average
Balance at September 29, 20C 48,86¢ 234,54¢ $0.07 to $86.1 $14.7:
Plan shares expire 4) — — —
Options grante: (33,669 33,66¢ 14.55 to 22.8 17.42
Options cancelle 8,54¢ (8,546 0.79to0 73.9 24.1¢
Options exercise — (46,699 0.15t0 19.5 3.2¢
Balance at September 28, 2003 23,74¢ 212,97. $0.07 to $86.1 $17.2¢
Additional shares reserve 64,00( — — —
Options grante: (31,259 31,25: 21.50 to 40.4 27.1¢
Options cancelle 4,42( (4,420 2.30to 70.0 28.1¢
Options exercise — (36,220) 0.14 t0 37.3 7.8%
Balance at September 26, 20C 60,91« 203,58 $0.07 to $86.1 $20.2¢
Additional shares reserved | 765 — — —
Options assumed (; (765) 765 0.09to 38.4 24.3:
Plan shares expired ( (57 — — —
Options grante: (34,43¢) 34,43¢ 33.01to 44.5 38.51
Options cancelle 5,821 (5,82)) 1.60to 70.0 31.1¢
Options exercise — (30,16¢) 0.07 to 43.0 11.52
Balance at September 25, 2005 32,24 202,79: $0.09 to $86.1 $24.3¢

(&) Represents activity related to options thatenassumed as a result of the acquisitions afiridn October 2004 and Spike in
November 2004 (Note 11

(b) Represents shares available for future grant clacplrsuant to the Iridigm and Spike acquisitic

Net stock options, after forfeitures and célatiens, granted during fiscal 2005, 2004 and 2f¥}#esented 1.8%, 1.7% and 1.6% of
outstanding shares as of the beginning of eachlfigzar, respectively. Total stock options grardedng fiscal 2005, 2004 and 2003
represented 2.1%, 1.9% and 2.1% of outstandingste of the end of each fiscal year, respectively.

Information about fixed stock options outstagdat September 25, 2005 follows (number of sharéisousands):
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Options Outstanding

Weighted

Average Options Exercisable
Remaining Weighted Weighted
Contractual Average Average
Range of Number Life Exercise Number Exercise

Exercise Prices of Shares (In Years) Price of Shares Price

$0.09 to $3.5 28,80¢ 2.1€ $ 3.0¢ 28,79: $ 3.0¢
$3.52 t0 $16.4 34,16¢ 5.27 11.8¢ 24,16¢ 10.07
$16.63 to $22.4. 31,51t 7.5% 20.11 13,50( 19.72
$22.77 to0 $29.2 31,60¢ 5.9¢ 27.2C 23,33¢ 27.1¢4
$29.31 to $33.5 29,89¢ 8.3t 33.0¢t 8,41z 32.64
$33.69 to $42.1 31,13 7.31 39.1¢ 15,39: 38.31
$42.25 to $44.5 11,58¢ 6.9t 43.27 6,82: 43.07%
$45.56 to $86.1 4,081 4,51 58.6% 4,07: 58.6€
202,79: 6.14 $24.3¢ 124,49 $21.11

There were approximately 124,650,000 optioms@sable with a weighted average exercise priddl .41 per share at September 26,
2004. There were approximately 129,990,000 optexescisable with a weighted average exercise pifi¢d 3.42 per share at September 28,
2003.

Information about stock options outstandin§eptember 25, 2005 with exercise prices lessdhabove $44.76 per share, the closing
price at September 25, 2005, follows (humber ofeshan thousands):

Exercisable Unexercisable Total

Weighted Weighted Weighted

Average Average Average
Number Exercise Number Exercise Number Exercise

Stock Options of Shares Price of Shares Price of Shares Price
Less than $44.7 120,41¢ $ 19.8¢ 78,29¢ $ 29.4¢ 198,71: $ 23.6¢
Above $44.7¢ 4,07: 58.6€ 8 54.3: 4,081 58.6¢
Total outstanding 124,49 $ 21.11 78,30: $ 29.4¢ 202,79: $ 24.3¢

Employee Stock Purchase Plans. The Company has two employee stock purchase pieuadl feligible employees to purchase shares of
common stock at 85% of the lower of the fair markadtie on the first or the last day of each six-thaffering period. Employees may
authorize the Company to withhold up to 15% ofitikempensation during any offering period, subjeatertain limitations. The 2001
Employee Stock Purchase Plan authorizes up to gippately 24,309,000 shares to be granted. The Nig6Qualified Employee Stock
Purchase Plan authorizes up to 400,000 sharesgmhted. During fiscal 2005, 2004 and 2003, apprately 1,786,000, 2,205,000 and
2,744,000 shares were issued under the plansaategiage price of $29.63, $18.60 and $13.20 peeshaspectively. At September 25, 2005,
approximately 15,446,000 shares were reservedifard issuance.

Executive Retirement Plans. The Company has voluntary retirement plans thataéligible executives to defer up to 100% of their
income on a pre-tax basis. On a quarterly basisCttmpany matches up to 10% of the participateferral in Company common stock ba
on the thereurrent market price, to be distributed to theipgorant upon eligible retirement. The income defdrand the Company match
in trust are unsecured and subject to the claingepéral creditors of the Company. Company cortioba begin vesting based on certain
minimum participation or service requirements aralfally vested at age 65. Participants who terteiremployment forfeit their unvested
shares. All shares forfeited are used to reduc€tmepany’s future matching contributions. The planthorize up to 1,600,000 shares to be
allocated to participants at any time. During fls2@05, 2004 and 2003, approximately 92,000, 10B#&@ 89,000 shares, respectively, were
allocated under the plans. The Company recordedifidn, $5 million and $2 million in compensati@xpense during fiscal 2005, 2004 and
2003, respectively, related to its net matchingtioutions to the plans. At September 25, 2005raxmately 238,000 shares were reserved
for future allocation.

F-26




Table of Contents

QUALCOMM Incorporated
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 9. Commitments and Contingencies

Litigation

Durante, et al v. QUALCOMMONnN February 2, 2000, three former employees filgaitative class action against the Company, iatieg
unlawful age discrimination in their selection fayoff in 1999, and seeking monetary damages bérdon. On June 18, 2003, the Court
ordered decertification of the class and dismisdbedmaining claims of the plaintiffs. On August2D05, the Ninth Circuit Court of Appeals
upheld the judgment in favor of the Company. OneJ2@, 2003, 76 of the opt-in plaintiffs filed, lilitl not serve, a new action in the same

court, alleging violations of the Age Discriminaticn Employment Act as a result of their layoffsli®99. All plaintiffs have now dismissed
all remaining claims in exchange for the Compamgesement not to seek litigation costs against them

Zoltar Satellite Alarm Systems, Inc. v. QUALCOMMM. land SnapTrack, IncOn March 30, 2001, Zoltar Satellite Alarm Systeins.
filed suit against QUALCOMM and its subsidiary Siagack, Inc. in the United States District Court foe Northern District of California
seeking monetary damages and injunctive reliefdasethe alleged infringement of three patentslokohg a verdict and finding of no
infringement of Zoltar’s patent claims, the Countexed a judgment in favor of the Company and SreqKlon Zoltar’'s complaint and
awarded the Company and SnapTrack their costsitoZaltar filed a notice of appeal, and the Compand SnapTrack filed a responsive
notice and motion to dismiss. Zoltar's appeal wiasmissed and the issue of reaching a final judgroanssues aside from namfringement i
pending before the district court.

QUALCOMM Incorporated v. Maxim Integrated Produdts;.: On December 2, 2002, the Company filed an actigheriUnited States
District Court for the Southern District of Califda against Maxim alleging infringement of thre¢guais and seeking monetary damages and
injunctive relief based thereon. The Company ameitde complaint, bringing the total number of p#teat issue to four and adding
misappropriation of trade secret and unfair contipeticlaims. Maxim counterclaimed against the Conypalleging antitrust violations,
patent misuse and unfair competition seeking meopetamages and injunctive relief based thereonMa@y 5, 2004, the Court granted
Maxim’s motion that no indirect infringement araseconnection with defendants’ sales of certairdpigis to certain licensees of the
Company. A motion by the Company for preliminarjuirction regarding the alleged trade secret misgpations by Maxim was heard on
January 4, 2005. The Court found that Maxim haddianlawfully by misappropriating the Company'sigaecrets and issued an injunction
order prohibiting further misappropriation and riong Maxim to notify customers of the order. Maximas sought appellate review of the
injunction order.

Whale Telecom Ltd v. QUALCOMM Incorporat€&h November 15, 2004, Whale Telecom Ltd. sued tragany in the New York State
Supreme Court, County of New York, seeking monetimages based on the claim that the Company fienttjuinduced it to enter into
certain infrastructure services agreements in EfbBlater interfered with their performance of thagreements.

Broadcom Corporation v. QUALCOMM Incorporatedn May 18, 2005, Broadcom filed two actions in thated States District Court
for the Central District of California against tiempany alleging infringement of ten patents arekisgy monetary damages and injunctive
relief based thereon. On the same date, Broadcewmrfildd a complaint in the United States Intermiadi Trade Commission (ITC) alleging
infringement of five of the same patents at issuthé Central District Court cases seeking a detetion and relief under Section 337 of the
Tariff Act of 1930. On July 1, 2005, Broadcom filad action in the United States District Courttfoe District of New Jersey against the
Company alleging violations of state and federditrarst and unfair competition laws as well as canmnlaw claims, generally relating to
licensing and chip sales activities, seeking mayedamages and injunctive relief based thereoncd¥ery has commenced in the actions.

QUALCOMM Incorporated v. Broadcom Corporatiaddn July 11, 2005, the Company filed an action anlthited States District Court
for the Southern District of California against Bdzom alleging infringement of seven patents, edebhich is essential to the practice of
either the GSM or 802.11 standards, and seekingetapndamages and injunctive relief based ther@onSeptember 23, 2005, Broadcom
answered and counterclaimed, alleging infringenoésix patents. Discovery has yet to begin in tbigoa.
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QUALCOMM Incorporated v. Broadcom Corporatiad@in October 14, 2005, the Company filed an actiaménUnited States District
Court for the Southern District of California agstiBroadcom alleging infringement of two patents;teof which relates to video encoding
and decoding for high-end multimedia processing, saeking monetary damages and injunctive relisétdahereon. Broadcom has yet to
answer.

Other: The Company has been named, along with many othaufacturers of wireless phones, wireless operatmisndustry-related
organizations, as a defendant in purported clagsnal@wsuits, including In re Wireless Telephomedtuiency Emissions Products Liability
Litigation, United States District Court for thedict of Maryland, and several individually filedtions, seeking monetary damages arising
out of its sale of cellular phones. On March 5,2a68e Court granted the defendants’ motions toidis five of the consolidated cases
(Pinney, Gimpleson, Gillian, Farina and Naquin)tioa grounds that the claims were preempted by &d¢mnv. On March 21, 2005, them
Circuit Court of Appeals reversed the ruling by bistrict Court and ordered the cases remandethte sourt. All remaining cases filed
against the Company allege personal injury aswtrektheir use of a wireless telephone. Thosesdmve been remanded to the Washin
D.C. Superior Court. The courts that have reviegiadlar claims against other companies to date hale that there was insufficient
scientific basis for the plaintiffs’ claims in th@sases.

On October 28, 2005, it was reported thatedxcommunications companies (Broadcom, Nokia, $énstruments, NEC, Panasonic and
Ericsson) filed complaints with the European Consiois, alleging that the Company violated Europearob) competition law in its
WCDMA licensing practices. To date, the Company matsbeen formally served with the complaints.

Although there can be no assurance that undé® outcomes in any of the foregoing matters @owlt have a material adverse effect on
the Company’s operating results, liquidity or fica position, the Company believes the claims niadether parties are without merit and
will vigorously defend the actions. The Company hasrecorded any accrual for contingent liabiéissociated with the legal proceedings
described above based on the Company’s beliefthability, while possible, is not probable. Fuethany possible range of loss cannot be
estimated at this time. The Company is engagediinemous other legal actions arising in the ordirayrse of its business and believes that
the ultimate outcome of these actions will not haveaterial adverse effect on its operating reslidgsidity or financial position. In addition,
some matters that have previously been disclosgohm#onger be described in this Note becauselofgsiin the case, settlements, changes
in the Company’s business or other developmenteramg them, in the Company’s judgment, no longatamal to the Company’s operating
results, liquidity or financial position.

Long-Term Financing. The Company agreed to provide certain CDMA custenoéiTelefonaktiebolaget LM Ericsson (Ericsson)wit
long-term interest bearing debt financing for theghase of equipment and/or services. At Septe2be?005, the Company had a
commitment to extend up to $118 million in longrtefinancing to certain CDMA customers of Ericssthe funding of this commitment, if
it occurs, is not subject to a fixed expirationedahd is subject to the CDMA customers meeting itimnd prescribed in the financing
arrangement and, in certain cases, to Ericssorfiakacing a portion of such sales and servicasamding under this arrangement is genel
collateralized by the related equipment. The commaitt represents the maximum amount to be finarazgdal financing may be in lesser
amounts.

Operating Leases. The Company leases certain of its facilities angiggent under noncancelable operating leases,teiiths ranging
from less than 1 year to 26 years and with prowmisior cost-of-living increases for certain leagesntal expense for fiscal 2005, 2004 and
2003 was $39 million, $31 million and $34 milliaespectively. Future minimum lease payments in @ithe next five years from fiscal
2006 through 2010 are $67 million, $51 million, $#dlion and $16 million, and $13 million respealy, and $22 million thereafter.

Purchase Obligations. The Company has agreements with suppliers and p#rées to purchase inventory, other goods andceer and
long-lived assets and estimates its noncanceldibigations under these agreements for fiscal 26009 to be approximately $750 million,
$200 million, $86 million and $6 million, respeatly. The Company’s noncancelable obligations as@gimificant in fiscal 2010. Of these
amounts, commitments to purchase integrated cipcaduct inventories for fiscal 2006 to 2009 corapd $634 million, $177 million,
$82 million and $5 million, respectively.
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Note 10. Segment Information
The Company is organized on the basis of prsdand services. The Company aggregates thrég dif/isions into the QUALCOMM
Wireless & Internet segment. Reportable segmeetssifollows:

. QUALCOMM CDMA Technologies (QCT) — develops angplies CDMA and WCDMA-based integrated circuitsl aystem
software for wireless voice and data communicationdtimedia functions and global positioning sysseproducts

. QUALCOMM Technology Licensing (QTL) — grants litges to use portions of the Company’s intelleghuaperty portfolio,
which includes certain patent rights essentiahi/ar useful in the manufacture and sale of CDM@duicts, including, without
limitation, products implementing cdmaOne, CDMA20@WCDMA and/or the CDMA TDD standards and theiridatives,
and collects license fees and royalties in pactalsideration for such license

. QUALCOMM Wireless & Internet (QWI- comprised of

0 QUALCOMM Internet Services (QIS) provides technology to support and accelerate dhgergence of the wirele
data market, including its BREW product and sersjc@Chat and QPoir

0 QUALCOMM Government Technologies (QGOV) —farly QUALCOMM Digital Media, provides development,
hardware and analytical expertise to United Stgée®rnment agencies involving wireless communicatio

technologies; an
0 QUALCOMM Wireless Business Solutions (QWBS)prevides satellite and terrestrial-based two-watad
messaging, position reporting and wireless apptinaervices to transportation companies, privigtet$, construction
equipment fleets and other enterprise compa
. QUALCOMM Strategic Initiatives (QSI) — manageg tBompany’s strategic investment activities, inacigdMediaFLO USA,
Inc. (MediaFLO USA), the Company’s whollywned wireless multimedia operator subsidiary. @8kes strategic investmel
to promote the worldwide adoption of CDMA produatsl services

During the first quarter of fiscal 2005, ther@pany reorganized its MediaFLO USA business ineo@SI segment. The operating expe
related to the MediaFLO USA business were include@conciling items through the end of fiscal 20D4iring the first quarter of fiscal
2005, the Company also reorganized a divisionénQlVI segment that develops and sells test todspport the design, development,
testing and deployment of infrastructure and subsciproducts into the QCT segment. Prior periaghsent information has been adjusted to

conform to the new segment presentation.

The Company evaluates the performance okgaents based on earnings (loss) before incoms {&B) from continuing operations,
excluding certain impairment and other chargesahanot allocated to the segments for managerepotting purposes. EBT includes the
allocation of certain corporate expenses to theneeds, including depreciation and amortization esgerelated to unallocated corporate
assets. Segment data includes intersegment revenues
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The table below presents revenues, EBT aiadl dastets for reportable segments (in millions):

Reconciling
QCT* QTL QwI* QSI* Items* Total*

2005

Revenue: $ 3,29( $ 1,83¢ $ 644 $ — $ (100 $ 5,67¢
EBT 852 1,66: 57 10 227 2,80¢
Total asset 51¢€ 16 158 442 11,35( 12,47¢
2004

Revenue:! $ 3,111 $ 1,331 $ 571 $ — $ (133 $ 4,88(
EBT 1,04¢ 1,19¢ 19 (32) 82 2,31:
Total asset 564 8 117 40C 9,731 10,82(
2003

Revenue: $ 2,42¢ $ 1,00( $ 484 $ 1 $ (66) $ 3,841
EBT 80¢& 897 15 (16¢) 16 1,56¢
Total asset 311 155 92 83¢ 7,42¢ 8,822

* As adjustec

Segment assets are comprised of accountvabteiand inventory for QCT, QTL and QWI. The Q&gment assets include certain
marketable securities, accounts receivable, finaaceivables, notes receivable, wireless licersbgr investments and all assets of
consolidated investees. Total segment assets fliffer total assets on a consolidated basis asust ifaunallocated corporate assets primarily
comprised of cash, cash equivalents, certain mablesecurities, property, plant and equipmengrndefl tax assets, goodwill and certain
other intangible assets. The net book value ofloregl assets located outside of the United States$44 million, $21 million and
$117 million at September 25, 2005, September @64 2nd September 28, 2003, respectively. Loragt assets located outside of the Un
States were primarily in Brazil at September 2828nd related to discontinued operations (Note 2% net book value of long-lived assets
located in the United States was $978 million, $68lion and $505 million at September 25, 2005pt8mber 26, 2004 and September 28,
2003, respectively.

QSI assets included $89 million, $106 milleomd $116 million related to investments in equigthod investees at September 25, 2005,
September 26, 2004 and September 28, 2003, resggcti

Revenues from each of the Company’s diviseggregated into the QWI reportable segment wefellasvs (in millions):

Fiscal Year QWBS QGOV QIS*
2005 $ 441 $ 50 $ 15¢
2004 $ 414 $ 41 $ 11€
2003 $ 35€ $ 49 $ 79

* As adjusted
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Other reconciling items were comprised aofed (in millions):

Year Ended
September 25 September 2€ September 2€
2005 2004 2003*
Revenues
Elimination of intersegment reven $ (148 % (159 % (122
Other product: 8 20 56
Reconciling item: $ (1000 % (1339) $ (66)
Earnings (loss) before income taxe
Unallocated research and development expe $ 42 3 23y $ (36)
Unallocated selling, general, and administrativeesse: (15) (42) (45)
EBT from other product (56) (39 (20
Unallocated investment income, 1 33¢ 192 12t
Intracompany elimination 1 (7 (8)
Reconciling item: $ 227 $ 82 $ 16

* As adjusted

Generally, revenues between segments are basgetvailing market rates for substantially sanjproducts and services or an
approximation thereof. Certain charges are allattig¢he corporate functional department in the Gany’s management reports based or
decision that those charges should not be usedhtaae the segments’ operating performance. Uecaial charges include certain
investment income and research and developmenhsgpe&nd marketing expenses related to the develdmhthe CDMA market that were
not deemed to be directly related to the busineskt®e segments.

Specified items included in segment EBT weréoHlows (in millions):

QCT* QTL QWI* QSI*

Fiscal 2005

Revenues from external custom $ 3,281 $ 1,71C $ 634 $ —
Intersegment revenu 9 12¢ 10 —
Interest incomt — 5 2 4
Interest expens — 1 1 —
Fiscal 2004

Revenues from external custom $ 3,107 $ 1,20C $ 552 $ —
Intersegment revenu 4 131 18 —
Interest incomt — 3 1 14
Fiscal 2003

Revenues from external custom $ 2,42: $ 89¢ $ 46¢ $ 1
Intersegment revenu 5 10z 15 —
Interest incom: — 2 1 45

* As adjusted

Effectively all equity in losses of investd@ibte 5) was recorded in QSI in fiscal 2005, 20064 2003. In fiscal 2004 and 2003, interest
expense (Note 5) was predominantly recorded acatgexpense in reconciling items.
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The Company distinguishes revenues from eateustomers by geographic areas based on custooagion. Sales information by
geographic area was as follows (in millions):

Year Ended
September 2& September 2€ September 2¢
2005 2004 2003
United State: $ 1,01t $ 1,01¢ $ 87t
South Kores 2,08: 2,091 1,72¢
Japar 1,21 877 58€
China 394 26C 311
Brazil 40 31 36
Other foreigr 931 60E 31t

$ 5,67 $ 4,88( $ 3,84

Note 11. Acquisitions
During fiscal 2005, the Company acquired tiWing four entities for a total cost of $295 hah, which was paid primarily in cash:
. Iridigm Display Corporation (Iridigm), a Califorr-based display technology compa
. Trigenix Limited, a United Kingdo-based developer of user interfaces for mobile pfu
. Spike Technologies, Inc., a semiconductor desigvices company based primarily in Ind
. ELATA, Ltd., a United Kingdor-based developer of mobile content delivery andaemianagement software syste

An additional $4 million in consideration iayable in cash through November 2006 if certaifigperance and other milestones are
reached. Goodwill recognized in those transactinseunted to $216 million, of which $81 million ispected to be deductible for tax
purposes. Goodwill was assigned to the QMT, QIS@ET segments in the amounts of $128 million, $8fian and $7 million,
respectively. Technology-based intangible assetsgrized in the amount of $36 million have a wetghaverage useful life of seven years.

On August 11, 2005, the Company announcddtistion to acquire all of the outstanding capétalick of Flarion Technologies, Inc.
(Flarion), a privately held developer of OrthogoRatquency Division Multiplexing Access (OFDMA) tewlogy. Upon completion of the
acquisition, which is anticipated in the first hafffiscal 2006, pending regulatory approval arfieotcustomary closing conditions, the
Company estimates that it will pay approximatel¢S5nillion in consideration, consisting of approxitely $272 million in shares of
QUALCOMM stock, $235 million in cash, and the exabe of Flarion’s existing vested options and wasavith a fair value of
approximately $38 million. Upon achievement of aertagreed upon milestones on or prior to the bighhiversary of the close of this
transaction, the Company may issue additional agdeeconsideration of $205 million, consisting ppeoximately $173 million payable in
cash to Flarion stockholders and $32 million inrehaof QUALCOMM stock, which will be issued to Rtam option holders and warrant
holders upon or following the exercise of suchaptiand warrants. The acquisition of Flarion isiked to broaden the Company’s ability to
effectively support operators who may prefer an ®FDor a hybrid OFDM/CDMA/WCDMA network alternativior differentiating their
services. The addition of Flarion’s intellectuabperty and engineering resources will also suppterte resources that the Company has
already dedicated over the years towards the denedat of OFDM/OFDMA technologies.

Note 12. Discontinued Operations in the QS| Segment

On December 2, 2003, Embratel Participac6as(&mbratel) acquired the Company’s direct andrgat ownership interests in Vésper
Sao Paulo S.A. and Vésper S.A. (the Vésper Opgr&tompanies), consolidated subsidiaries of the Gmys QS| segment, (the Embratel
sale transaction) for no consideration. The Vésper
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Operating Companies’ existing communication towaerd related interests in tower site property le§gésper Towers) were not included in
the Embratel sale transaction, and as such, thep@ayreffectively retained, through a new wholly-@drsubsidiary (TowerCo), ownership
and control of the Véper Towers. The Company realized a net loss oh$idn on the Embratel sale transaction duriregél 2004, partiall
offset by a $40 million net gain which resultedrfrthe subsequent sale of TowerCo. As a resulteofliibposition of the remaining operations
and assets related to the Vésper Operating Congpah&Company determined that the results of dppesaand cash flows related to the
Vésper Operating Companies, including the reseltgted to TowerCo and the gains and losses readizeéde Embratel and TowerCo sales
transactions, should be presented as discontinpeitions in its consolidated statements of opmratand cash flows. At September 25,
2005, the Company had no remaining assets oritiabitelated to the Vésper Operating CompanieBoarerCo recorded on its consolidated
balance sheet. Revenues of $36 million and $12Bomilvere reported in the loss from discontinueéragions during fiscal 2004 and 2003,
respectively.

Note 13. Auction Discount Voucher

The Company was awarded a $125 million AucBiscount Voucher (ADV) by the Federal CommunicasicCommission (FCC) in
June 2000 as the result of a legal ruling. The AlAS fully transferable and, subject to certain @ioms, could be used in whole or in part
any entity in any FCC spectrum auction over a geobthree years, including those in which the Camypis not a participant.

During fiscal 2004, the Company transferregrapimately $18 million of the ADV'’s value to a wless operator for approximately
$17 million in cash. As a result of this transfiae Company recorded an additional $17 milliontimeo operating income in the QSI segment
during fiscal 2004. During fiscal 2004, the Compafgo recorded $4 million in other operating inccene $4 million in selling, general and
administrative expenses in the QS| segment for e@ijve marketing expenses incurred, with no eféechet income, related to an
arrangement under which a portion of the ADV wasdferred to a wireless operator prior to fisc&l20rhe Company recorded $47 million
in other income in the QSI segment during fiscdl2€elated to transfers of the ADV'’s value to wéisd operators.

The Company also used approximately $30 miltibthe ADV during fiscal 2004 as final payment fareless licenses granted in fiscal
2004 in which the Company was the highest bidder RCC auction held during fiscal 2003. On a cutingebasis, the Company used
$38 million of the ADV as payment for these wiraldisenses, for which the Company had no cost lzsSgptember 26, 2004. The ADV |
no remaining value at September 25, 2005.
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Note 14. Summarized Quarterly Data (Unaudited)

The following financial information reflecti aormal recurring adjustments that are, in thanmm of management, necessary for a fair
statement of the results of the interim periods.

The table below presents quarterly data ferytrars ended September 25, 2005 and Septemi20@%6(in millions, except per share da

1st Quarter 2nd Quarter 3rd Quarter 4th Quarter (3)
2005
Revenues (1 $ 1,3%( $ 1,36f $ 1,35¢ $ 1,56(
Operating income (1 584 572 56C 67C
Net income (1 51z 532 56C 53¢
Basic earnings per common share $ 031 $ 0.32 $ 0.34 $ 0.3t
Diluted earnings per common share $ 0.3 $ 0.31 $ 0.3¢ $ 0.3Z
2004
Revenues (1 $ 1,207 $ 1,21¢ $ 1,341 $ 1,11¢
Operating income (1 56¢ 577 622 362
Income from continuing operations ( 411 441 48€ 387
Net income (1 352 48¢ 48€ 39:¢
Basic earnings per common share from continuingatipas (2) $ 0.2¢ $ 0.27 $ 0.3 $ 0.2¢
Basic earnings per common share $ 022 $ 0.3C $ 0.3C $ 0.24
Diluted earnings per common share from continuipgrations (2 $ 0.2t $ 0.2¢€ $ 0.2¢ $ 0.2
Diluted earnings per common share $ 021 $ 0.2¢ $ 0.2¢ $ 0.2

(1) Revenues, operating income, income from continoperations and net income are rounded to milli@theuarter. Therefore, the si
of the quarterly amounts may not equal the annualats reportec

(2) Earnings per share are computed independfmtbach quarter and the full year based uporectise average shares outstanding.
Therefore, the sum of the quarterly earnings paresamounts may not equal the annual amounts egp

(3) Prior to the fourth quarter of fiscal 200de tCompany recorded royalty revenues from cerieém$ees based on estimates of royalties
during the period they were earned. Starting infolieth quarter of fiscal 2004, the Company begaognizing royalty revenues solely
based on royalties reported by licensees duringjtiaeter (Note 1). The change in the timing of ggiming royalty revenue was made
prospectively and had the initial ¢-time effect of reducing royalty revenues recordethe fourth quarter of fiscal 20C
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Year ended September 28, 2003
Allowances:
— trade receivable
— finance receivable
— notes receivabl
Inventory reserve
Valuation allowance on deferred tax
asset:

Year ended September 26, 2004
Allowances:
— trade receivable
— finance receivable
— notes receivabl
Inventory reserve
Valuation allowance on deferred ta
assets

Year ended September 25, 2005
Allowances:
— trade receivable
— finance receivable
— notes receivabl
Inventory reserve
Valuation allowance on deferred tax
asset:

SCHEDULE II

QUALCOMM INCORPORATED
VALUATION AND QUALIFYING ACCOUNTS

Balance at
Beginning of
Period

$ (22
(51)
(41)
(78)

(1,529
$ (1,719

$ (12
(18)
(69)
(70)

(660)
$ (829

$ (5)
D)

(46)

(50)

(139)
$ (24))

(In millions)
(Charged)
Credited to
Costs and
Expenses
$ (19

32

(28)

@

(259)

$ (267
$ 3
10

(30)

7
2
$ 11
$ 2
1

(41)

(10)

76

$ 24

Deductions

$ 101

24
14

$ 43

Other

$ J—
1,10¢ (A)

$ 1,10¢
$ 2 (B)
474 (B)

$ 47¢€

$ P
© ©

$ (6)

Balance a
End of
Period

$ (12
(18)
(69)
(70)

(660)
$ (829

$ (5)
1)

(46)

(50)

139

$ !241)
$ (2
(63

(46)

(69
$ (180

(A) This amount related to the reversal of thenpany’s valuation allowance on substantially alitefUnited States deferred tax assets
during fiscal 2003 as a credit to stockhol’ equity.

(B) This amount related to the disposition of ttésper Operating Companies (See Note 12 of the Cidiasedl Financial Statement

(C) This amount related to the acquisitions of Trigeanixl ELATA (See Note 11 of the Consolidated FinanStatements



EXHIBIT 21

SUBSIDIARIES OF REGISTRANT

SnapTrack, Inc. (SnapTrack), a California oogtion, is a wholly-owned subsidiary of the Comya®napTrack and its subsidiary,
SnapTrack Japan, Inc., incorporated in Japan, dméss under their own names. The Company conssdicgnapTrack in its financial
statements.

QUALCOMM Gilobal Trading, Inc. (QGT), a Britis¥irgin Islands corporation, is a wholly-owned sialigry of the Company. QGT and
its subsidiaries, QUALCOMM CDMA Technologies Asiad¥ic Pte. Ltd., incorporated in Singapore, QUALKAM CDMA Technologies,
Y.K., incorporated in Japan, QUALCOMM CDMA Techngles (Korea) Y.H., incorporated in South Korea, @AdALCOMM Wireless
Semi Conductor Technologies Ltd., incorporated min@, do business under their own names. The Coyngamsolidates QGT in its financ
statements.

The names of other subsidiaries are omittadhSubsidiaries would not, if considered in thgragate as a single subsidiary, constitute a
significant subsidiary within the meaning of Ite®16b)(21)(ii) of Regulation S-K.



EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation byresfee in the Registration Statement on Form S-4 888-127725), in the Registration
Statements on Form S-3 (No. 333-26069 and No. 2824 and in the Registration Statements on Fo@r(I$e. 33-46343, No. 333-60484,
No. 3:-45083, No. 33-78158, No. 33-78150, No. 33-3201@3, 383-69457, No. 333-95291, No. 333-32924, No-83336, No. 333-103497,
No. 335117626, No. 333-119904 and No. 333-120948) of QGAIMM Incorporated of our report dated November@)2relating to the
consolidated financial statements, the financieshent schedule, management’'s assessment ofaotweiess of internal control over
financial reporting and the effectiveness of in&rcontrol over financial reporting, which appearshis Form 10-K.

/sl PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP
San Diego, California
November 2, 200



EXHIBIT 31.1

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002

I, Paul E. Jacobs, certify that:
1. I have reviewed this Form 10-K of QUALCOMNKtorporated;

2. Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a)

b)

c)

d)

designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

designed such internal control over finah@aorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

disclosed in this report any change in #gstrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’'s Board of Directors mrsons performing the equivalent
functions):

a)

b)

all significant deficiencies and materialakeesses in the design or operation of internarobaver financial reporting which are
reasonably likely to adversely affect the regis’s ability to record, process, summarize and refptahcial information; an

any fraud, whether or not material, thabires management or other employees who have #isagn role in the registrant’s
internal control over financial reportin

Dated: November 2, 2005

/s/ Paul E. Jacot

Paul E. Jacob:
Chief Executive Office



EXHIBIT 31.2

CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT OF 2002

[, William E. Keitel, certify that:
1. I have reviewed this Form 10-K of QUALCOMNKtorporated;

2. Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b) designed such internal control over finahagaorting, or caused such internal control owearicial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) evaluated the effectiveness of the regissatisclosure controls and procedures and predentthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such
evaluation; ant

d) disclosed in this report any change in #ggstrant’s internal control over financial repogithat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’'s Board of Directors mrsons performing the equivalent
functions):

a) all significant deficiencies and materialakeesses in the design or operation of internairabaver financial reporting which are
reasonably likely to adversely affect the regis’s ability to record, process, summarize and refptahcial information; an

b) any fraud, whether or not material, thabirres management or other employees who have #iségn role in the registrant’s
internal control over financial reportin

Dated: November 2, 2005

/s/ William E. Keitel

William E. Keitel,
Executive Vice President and Chief
Financial Officer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the accompanying Annual &epf QUALCOMM Incorporated (the “Company”) on Forl0-K for the fiscal year
ended September 25, 2005 (the “Report”), |, Pacblds, Chief Executive Officer of the Company, dgrfpursuant to 18 U.S.C. §1350, as
adopted pursuant to 8906 of the Sarbanes-Oxley®2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange Act%984; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of the
Company.

Dated: November 2, 2005

/s/ Paul E. Jacobs

Paul E. Jacob:
Chief Executive Office




EXHIBIT 32.2

CERTIFICATION PURSUANT TO SECTION 906 OF THE SARBAN ES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

In connection with the accompanying Annual &epf QUALCOMM Incorporated (the “Company”) on Forl0-K for the fiscal year
ended September 25, 2005 (the “Report”), I, WillienKeitel, Chief Financial Officer of the Compargrtify, pursuant to 18 U.S.C. §1350,
as adopted pursuant to 8906 of the Sarbanes-OxiepfA2002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) of the Securities Exchange Act%984; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of the
Company.

Dated: November 2, 2005

/s/ William E. Keitel

William E. Keitel,
Executive Vice President and Chief Financial Offi
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