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12,100,000 Shares

Common Stock

        UTStarcom, Inc. is offering 12,100,000 shares of common stock through the underwriter.

        The shares trade on The Nasdaq National Market under the symbol "UTSI." On January 28, 2004, the last sale price of the shares as
reported on The Nasdaq National Market was $34.71 per share.

Investing in our common stock involves risks that are described in the "Risk Factors" section beginning on page S-3 of this
prospectus supplement.

        We sold to the underwriter the 12,100,000 shares of common stock at a price of $39.25 per share. The total offering proceeds to us, before
expenses, is $474,925,000. The underwriter proposes to offer the 12,100,000 shares of common stock in negotiated transactions or otherwise, at
market prices prevailing at the time of sale, at prices related to such prevailing market prices or at negotiated prices.

        Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus supplement or the accompanying prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

        We have granted the underwriter the right to purchase up to 1,815,000 additional shares of common stock to cover any over-allotments. The
underwriter can exercise this right at any time prior to February 8, 2004. Delivery of the shares was made to the underwriter on January 14,
2004.

Banc of America Securities LLC

January 28, 2004

        We have not, and the underwriter has not, authorized any other person to provide you with any information or to make any representations
not contained in this prospectus supplement or the accompanying prospectus. If anyone provides you with different or inconsistent information,
you should not rely on it. We are not, and the underwriter is not, making an offer of any securities other than the shares. If the description of the
offering or our operations varies between this prospectus supplement and the accompanying prospectus, you should rely on the information in
this prospectus supplement. You should assume that the information appearing in this prospectus supplement and the accompanying prospectus,
as well as the information contained in any document incorporated by reference, is accurate as of the date of such document only.
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        This distribution of this prospectus supplement and the accompanying prospectus, and the offering of the shares, may be restricted by law
in certain jurisdictions. You should inform yourself about, and observe, any of these restrictions. This prospectus supplement and the
accompanying prospectus do not constitute, and may not be used in connection with, an offer or solicitation by anyone in any jurisdiction in
which the offer or solicitation is not authorized, or in which the person making the offer or solicitation is not qualified to do so, or to any person
to whom it is unlawful to make the offer or solicitation.

i

INCORPORATION BY REFERENCE

        The SEC allows us to "incorporate by reference" information into this prospectus supplement and the accompanying prospectus that we
have filed with it. This means that we can disclose important information to you by referring you to another document filed separately with the
SEC. The information incorporated by reference is considered to be part of this prospectus supplement and the accompanying prospectus, except
for any information that is superseded by information that is included directly in this document. We incorporate by reference the documents
listed below and any future filings we make with the SEC under sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange Act of 1934 prior
to the termination of our offering of securities. The information in any such future filings with the SEC will automatically update and supersede
earlier information in or incorporated by reference in this prospectus supplement or the accompanying prospectus. We do not incorporate by
reference any information furnished to the SEC in any Current Report on Form 8-K.

        This prospectus supplement and the accompanying prospectus incorporate by reference the documents listed below that we have filed with
the SEC but have not included or delivered with this document. These documents contain important information about us and our financial
condition.

�
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Our Annual Report on Form 10-K for the fiscal year ended December 31, 2002, (as amended on September 8, 2003),
including the information incorporated by reference from our definitive proxy statement relating to our 2003 annual meeting
of stockholders;

�
Our Quarterly Reports on Form 10-Q for the fiscal quarter ended March 31, 2003 (as amended on September 8, 2003), the
fiscal quarter ended June 30, 2003 and the fiscal quarter ended September 30, 2003; and

�
Our Current Reports on Form 8-K (i) dated March 6, 2003 (filed March 7, 2003), (ii) dated and filed March 7, 2003,
(iii) dated May 23, 2003 (filed June 4, 2003, as amended on July 10, 2003), (iv) dated and filed July 10, 2003, (v) dated
September 24, 2003 (filed September 25, 2003), (vi) dated and filed December 12, 2003, (vii) dated and filed January 7,
2004, (viii) dated and filed January 13, 2004 and (ix) dated and filed January 22, 2004 (relating to disclosure pursuant to
Item 5 of such Current Report) (we are not incorporating by reference our Current Report dated and furnished to the SEC on
January 22, 2004 pursuant to Item 12 of such Current Report).

        You may obtain a copy of any of these filings from us without charge by requesting it in writing or by telephone from us at the following
address or telephone number:

UTStarcom, Inc.
1275 Harbor Bay Parkway
Alameda, California 94502

Attn: Manager, Investment Relations
(510) 864-8800

ii

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

        This prospectus supplement, the accompanying prospectus and the documents incorporated by reference herein include forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended. These statements are based on information that is currently available to management. We intend such forward-looking
statements to be covered by the safe harbor provisions of the Private Securities Litigation Reform Act of 1995, and we are including this
statement for purposes of complying with those provisions.

        The forward-looking statements include, without limitation, those concerning the following:

�
our expectations as to the nature of possible trends;

�
the manner in which customers in Chinese provinces negotiate for the purchase of our products;

�
our expectation regarding continued growth in our business and operations;

�
our expectation that our PAS network access system will continue to be allowed in China's county-level cities and counties;

�
our expectation that there will be no penalties or fines for our non-compliance with the licensing requirements in China for
our PAS system and other products;

�
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our expectation that there will be fluctuations in our overall gross profit, gross margin, product mix, quarter to quarter
results, customer base and selling prices;

�
our plans for expanding the direct sales organization and our selling and marketing campaigns and activities;

�
our expectation that we may use cash, debt or securities of the Company to acquire or invest in complementary businesses,
technologies or product offerings;

�
our expectation that there will be increases in selling, marketing, research and development, general and administrative
expenses;

�
our expectations regarding future growth of our business and operations;

�
our expectation that we will continue to invest significantly in research and development;

�
our expectations regarding our future levels of backlog orders;

�
our expectations regarding our future investments;

�
our expectation that existing cash and cash equivalents will be sufficient to finance our operations for at least the next
12 months;

�
our expectations regarding the development of a 3G network in China;

�
statements regarding the impact of a reorganization of China Netcom; and

�
the impact of changes in general world and domestic economic conditions in light of the conflict in Iraq.

        Additional forward-looking statements may be identified by terminology such as "may," "will," "expect," "believe," "plan," "anticipate,"
"estimate," "intend," "potential" or "continue," or the negative thereof or other comparable terminology, as they relate to us or our management.
Investors are cautioned not to unduly rely on such forward-looking statements when evaluating the information presented in these documents.
These statements are subject to risks and uncertainties that may cause actual results and events to differ materially. The factors that could cause
our actual financial results to differ materially from those projected, forecasted or estimated by us in forward-looking statements are contained in
the documents incorporated by reference herein, as well as under the "Risk Factors" section of this prospectus supplement. We do not guarantee
future results and undertake no obligation to update the forward-looking statements to reflect events or circumstances occurring after the date of
this prospectus supplement.

iii

PROSPECTUS SUPPLEMENT SUMMARY

You should read the following summary in conjunction with the more detailed information contained elsewhere in this prospectus
supplement, the accompanying prospectus and the documents incorporated by reference in this prospectus supplement and the accompanying
prospectus. Unless the context indicates otherwise, references in this prospectus supplement and the accompanying prospectus to "UTStarcom,"
"we," "us," and "our" refer to UTStarcom, Inc. and its consolidated subsidiaries. Except where we state otherwise, the information we present in
this prospectus supplement assumes no exercise of the underwriter's over-allotment option.
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UTStarcom, Inc.

        We design, manufacture, and market leading broadband, narrowband, wireless access, softswitch and 3G products which offer a clean
migration path to next-generation Internet Protocol (IP)-based networks. These products support service providers as they evolve their networks
to meet the changing and growing demands of consumers. Providers are migrating voice services from traditional copper-based networks to
wireless and packet-based networks. The copper-based network itself, once limited to carrying narrowband services, is evolving to support
broadband services. Service providers are also migrating from circuit-based time division multiplex (TDM) services to packet-based services.
Because we engineer our solutions with migration needs in mind, service providers can implement them quickly and cost effectively.

        We provide a range of next-generation wireless and wireline network service products that support widely adopted international standards
and protocols, so service providers can easily integrate them into existing networks and deploy them in new networks.

        We are committed to offering products that make our customers more competitive and more successful. Service providers use our
integrated suite of products to attract a wide range of customers by offering a wider selection of efficient and expandable voice, data and Internet
access services. Because we offer cost-effective deployment, we believe our products enable service providers to generate more revenue per
customer by offering a variety of additional services.

        Our range of wireless products enables service providers to sell highly affordable wireless communications services to the large population
of users whose needs are not met by existing fixed line and cellular services. Our products also make it easy for service providers to offer value
added services for a nominal amount or at no additional cost to themselves and for only a small incremental cost to their customers.
Furthermore, because our products offer a migration path, service providers can easily add new wireless services and additional revenue streams
while maintaining the value of their previous technology investments.

        We were incorporated in Delaware as Unitech Industries, Inc. in 1991. In 1994, we changed our name to Unitech Telecom, Inc. In 1995, we
acquired StarCom Network Systems, Inc. and changed our name to UTStarcom, Inc.

        Our corporate headquarters are located at 1275 Harbor Bay Parkway, Alameda, California 94502 and our telephone number is (510)
864-8800.

S-1

The Offering

Common stock offered by us 12,100,000 shares

Common stock outstanding after the offering 115,302,125 shares

Use of proceeds We intend to use these net proceeds for strategic and general corporate
purposes, including, but not limited to, acquisitions, investments,
working capital or capital expenditures or investments. See "Use of
Proceeds."

Risk factors See "Risk Factors" on page S-3 for a discussion of factors you should
carefully consider before deciding to invest in shares of our common
stock.

Nasdaq National Market symbol UTSI
        The number of shares outstanding after the offering is based on our shares outstanding on September 30, 2003. This number excludes
(i) options to purchase 15,340,312 shares of common stock outstanding under our stock option plans at a weighted average exercise price of
$18.335 per share, and 4,552,957 additional shares available for grant under our stock option plans as of September 30, 2003, (ii) 3,409,466
shares of common stock available for purchase under our 2000 employee stock purchase plan as of September 30, 2003 and (iii) 32,000 shares
of common stock reserved for issuance upon the exercise of warrants outstanding as of September 30, 2003 at a weighted average exercise price
of $2.50 per share.

S-2
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RISK FACTORS

        You should carefully consider the following risk factors together with the other information contained in or incorporated into this
prospectus supplement and the accompanying prospectus before you decide to buy our securities. If any of these risks actually occurs, our
business, financial condition, operating results or cash flows could be materially and adversely affected. This could cause the trading price of the
notes or our common stock to decline and you may lose part or all of your investment.

RISKS RELATED TO OUR COMPANY

Our future product sales are unpredictable, and our operating results are likely to fluctuate from quarter to quarter.

        Our quarterly and annual operating results have fluctuated in the past and are likely to fluctuate in the future due to a variety of factors,
some of which are outside of our control. As a result, period-to-period comparisons of our operating results are not necessarily meaningful or
indicative of future performance. Furthermore, it is likely that in some future quarters our operating results will fall below the expectations of
securities analysts or investors. If this occurs, the trading price of our common stock could decline.

        Factors that may affect our future operating results include:

�
the timing, number and size of orders for our products, as well as the relative mix of orders for each of our products,
particularly the volume of lower margin handsets;

�
cancellation, deferment or delay in implementation of large contracts;

�
the evolving and unpredictable nature of the economic, regulatory, competitive and political environments in China and
other countries in which we market or plan to market our products;

�
price reductions by our competitors;

�
competitive market pressures resulting in decreased gross margins or increased inventory levels;

�
changes in our customers' subscriber growth rate;

�
currency fluctuations;

�
market acceptance of our products and product enhancements;

�
the lengthy and unpredictable sales cycles associated with sales of our products combined with the impact of this variability
on our suppliers' ability to provide us with components on a timely basis;

�
the impact of changes in general world and domestic economic conditions in light of the military and political situation in
Iraq;

�
longer collection periods of accounts receivable in China and other countries;

�
a reoccurrence of an outbreak of severe acute respiratory syndrome (SARS); and
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�
the decline in business activity we typically experience during the Lunar New Year, which leads to decreased sales during
our first fiscal quarter.

        The limited performance history of some of our products, our limited forecasting experience and processes and the emerging nature of our
target markets make forecasting our future sales and operating results difficult. Our expense levels are based, in part, on our expectations
regarding future sales, and these expenses are largely fixed, particularly in the short term. In addition, to enable us to promptly fill orders, we
maintain inventories of finished goods, components and raw materials. As a result, we commit to considerable costs in advance of anticipated
sales. In the past, a substantial

S-3

portion of our sales in each quarter resulted from orders received and shipped in that quarter, and we have operated with a limited backlog of
unfilled orders. Accordingly, we may not be able to reduce our costs in a timely manner to compensate for any unexpected shortfall between
forecasted and actual sales. Any significant shortfall of sales may require us to maintain higher levels of inventories of finished goods,
components and raw materials than we require, thereby increasing our risk of inventory obsolescence and corresponding inventory write-downs
and write-offs.

Competition in our markets may lead to reduced prices, revenues and market share.

        We are increasingly facing intense competition in our target markets, especially from domestic companies in China. We believe that our
strongest competition in the future may come from these companies, many of which operate under lower cost structures and more favorable
governmental policies and have much larger sales forces than we do. Furthermore, other companies not presently offering competing products
may also enter our target markets, particularly with the reduction of trade restrictions as a result of China's admission to the World Trade
Organization, or WTO. Many of our competitors have significantly greater financial, technical, product development, sales, marketing and other
resources than we do. As a result, our competitors may be able to respond more quickly to new or emerging technologies and changes in service
provider requirements. Our competitors may also be able to devote greater resources than we can to the development, promotion and sale of new
products. These competitors may also be able to offer significant financing arrangements to service providers, in some cases facilitated by
government policies, which is a competitive advantage in selling systems to service providers with limited financial and currency resources.
Increased competition is likely to result in price reductions, reduced gross profit as a percentage of net sales and loss of market share, any one of
which could materially harm our business, financial condition and results of operations.

        Moreover, current and potential competitors have established or may establish cooperative relationships among themselves or with third
parties, including Telecommunications Administrations and other local organizations in China, to increase the ability of their products to address
the needs of prospective customers in our target markets. Accordingly, alliances among competitors or between competitors and third parties
may emerge and rapidly acquire significant market share. To remain competitive, we believe that we must continue to partner with
Telecommunications Administrations and other local organizations in China, maintain a high level of investment in research and development
and in sales and marketing, and manufacture and deliver products to service providers on a timely basis and without significant defects. If we
fail to meet any of these objectives, our business, financial condition and results of operations could be harmed.

        The introduction of inexpensive wireless telephone service or other competitive services in China may also have an adverse impact on sales
of our PAS systems and handsets in China. We may not be able to compete successfully against current or future competitors, and competitive
pressures in the future may materially adversely affect our business, financial condition and results of operations.

Our business may suffer if we are unable to collect payments from our customers on a timely basis.

        Our customers often must make a significant commitment of capital to purchase our products. As a result, any downturn in a customer's
business that affects the customer's ability to pay us could harm our financial condition. Moreover, accounts receivable collection cycles
historically tend to be much longer in China than in other markets. The failure of any of our customers to make timely payments could require us
to write-off accounts receivable or increase our accounts receivable reserves, either of which could adversely affect our financial condition.

S-4

Our acquisition of CommWorks could be difficult to integrate, may disrupt our business and could harm our operating results.
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        In May 2003, we completed our acquisition of certain assets of 3Com Corporation's CommWorks division, or CommWorks. However, our
management and financial controls, personnel, computer systems and other corporate support systems may not be adequate to manage the
increase in the size and scope of our operations as a result of the completed acquisition. In addition, we may not be able to generate revenue
from the CommWorks operations consistent with historical results. We may not be able to realize the synergies that we expect will result from
the addition of the CommWorks assets to our business. Although our acquisition of CommWorks is structured as an acquisition of selected
assets and liabilities, we cannot assure you that we will not assume or become subject to, as a result of the acquisition, liabilities that have an
adverse impact on our financial position or results of operations. We also expect that CommWorks will need a significant working capital
investment from us and/or an available debt facility. If additional financing is needed to fund the CommWorks operations, we cannot assure you
that such financing will be available to us on commercially reasonable terms, or at all.

        Moreover, based on information provided by 3Com Corporation, CommWorks has experienced sequentially declining annual revenue for
the past several years and has experienced substantial operating losses during these periods. There can be no assurance that CommWorks will
not continue to do so following its acquisition by us. Furthermore, historical results of the CommWorks operations may not be indicative of the
results to be expected from those operations as they are integrated into our business.

Our market is subject to rapid technological change, and to compete effectively, we must continually introduce new products that
achieve market acceptance.

        The emerging market for communications equipment in developing countries is characterized by rapid technological developments,
frequent new product introductions and evolving industry and regulatory standards. Our success will depend in large part on our ability to
enhance our network access and switching technologies and develop and introduce new products and product enhancements that anticipate
changing service provider requirements and technological developments. We may need to make substantial capital expenditures and incur
significant research and development costs to develop and introduce new products and enhancements. If we fail to timely develop and introduce
new products or enhancements to existing products that effectively respond to technological change, our business, financial condition and results
of operations could be materially adversely affected. From time to time, our competitors or we may announce new products or product
enhancements, technologies or services that have the potential to replace or shorten the life cycles of our products and that may cause customers
to defer purchasing our existing products, resulting in inventory obsolescence. Future technological advances in the communications industry
may diminish or inhibit market acceptance of our existing or future products or render our products obsolete.

        Even if we are able to develop and introduce new products, they may not gain market acceptance. Market acceptance of our products will
depend on various factors including:

�
our ability to obtain necessary approvals from regulatory organizations;

�
the perceived advantages of the new products over competing products;

�
our ability to attract customers who have existing relationships with our competitors;

�
product cost relative to performance; and

�
the level of customer service available to support new products.

        Specifically, sales of PAS, our wireless access system, will depend in part upon consumer acceptance of the mobility limitations of this
service relative to other wireless service systems, such as
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GSM or CDMA. If our existing or new products fail to achieve market acceptance for any reason, our business could be seriously harmed.

Our business will suffer if we are unable to deliver quality products on a timely and cost effective basis.
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        Our operating results depend on our ability to manufacture products on a timely and cost effective basis. In the past, we have experienced
reductions in yields as a result of various factors, including defects in components and human error in assembly. If we experience deterioration
in manufacturing performance or a delay in production of any of our products, we could experience delays in shipments and cancellations of
orders. Moreover, networking products frequently contain undetected software or hardware defects when first introduced or as new versions are
released. In addition, our products are often embedded in or deployed in conjunction with service providers' products, which incorporate a
variety of components produced by third parties. As a result, when a problem occurs, it may be difficult to identify the source of the problem.
These problems may cause us to incur significant warranty and repair costs, divert the attention of our engineering personnel from our product
development efforts and cause significant customer relation problems or loss of customers, any one of which could harm our business.

        We contract with third parties in China to undertake high volume manufacturing and assembly of our handsets. In addition, we sometimes
use third parties for high volume assembly of circuit boards. We do not have any long-term contracts with these third party manufacturers, and
in the event that these manufacturers are unable or unwilling to continue to manufacture our products, we may be unable to secure alternative
manufacturers or could experience delays in qualifying new manufacturers.

We depend on some sole source and other key suppliers for handsets, base stations, components and materials used in our products, and
if these suppliers fail to provide us with adequate supplies of high quality products at competitive prices, our competitive position,
reputation and business could be harmed.

        Some components and materials used in our products are purchased from a single supplier or a limited group of suppliers. If any supplier is
unwilling or unable to provide us with high-quality components and materials in the quantities required and at the costs specified by us, we may
not be able to find alternative sources on favorable terms, in a timely manner, or at all. Our inability to obtain or to develop alternative sources if
and as required could result in delays or reductions in manufacturing or product shipments. Moreover, these suppliers may delay product
shipments or supply us with inferior quality products. If any of these events occur, our competitive position, reputation and business could
suffer.

        Our ability to source a sufficient quantity of high-quality components used in our products may be limited by China's import restrictions
and duties. We require a significant number of imported components to manufacture our products in China. Imported electronic components and
other imported goods used in the operation of our business are subject to a variety of permit requirements, approval procedures, import duties
and registration requirements. Non-payment of required import duties could subject us to penalties and fines and could adversely affect our
ability to manufacture and sell our products in China. In addition, import duties increase the cost of our products and may make them less
competitive.

        In particular, components of our PAS system include the handset used by subscribers to make and receive mobile telephone calls and the
base station unit. Our inability to obtain a sufficient number of high-quality components and assemblies for handsets and base stations could
severely harm our business. From time to time, there has been a worldwide shortage of handsets, and there currently exists a shortage of
low-priced handsets. We have only used third parties to assemble and manufacture
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handsets in China for us for a limited period of time. These manufacturers may be unable to produce adequate quantities of high-quality handsets
to meet the demand of our customers. In addition, we may be unable to obtain adequate quantities of base stations and may be unable to find
alternative sources on favorable terms, in a timely manner, or at all. Our inability to obtain or to develop alternative sources if and as required
could result in delays or reductions in manufacturing or product shipments.

If we are unable to expand our direct sales organization in China and indirect distribution channels elsewhere or successfully manage
our expanded sales organization, our operating results may suffer.

        Our distribution strategy focuses primarily on developing and expanding our direct sales organization in China and our indirect distribution
channels outside of China. We may not be able to successfully expand our direct sales organization in China and the cost of any expansion may
exceed the revenue generated from these efforts. Even if we are successful in expanding our direct sales organization in China, we may not be
able to compete successfully against the significantly larger and better-funded sales and marketing operations of current or potential competitors.
In addition, if we fail to develop relationships with significant international resellers or manufacturers' representatives, or if these resellers or
representatives are not successful in their sales or marketing efforts, we may be unsuccessful in our expansion efforts outside China.

We expect average selling prices of our products to decrease, which may reduce our revenues and our gross margin as a percentage of
net sales, and, as a result, we must introduce new products and reduce our costs in order to maintain profitability.
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        The average selling prices for communications access and switching systems and subscriber terminal products, such as handsets, in China
have been declining as a result of a number of factors, including:

�
increased competition;

�
aggressive price reductions by competitors; and

�
rapid technological change.

        We anticipate that average selling prices of our products will decrease in the future in response to product introductions by us or our
competitors or other factors, including price pressures from customers. Therefore, we must continue to develop and introduce new products and
enhancements to existing products that incorporate features that can be sold at higher average selling prices. Failure to do so could cause our
revenues and gross profit, as a percentage of net sales, to decline.

        Our cost reduction efforts may not allow us to keep pace with competitive pricing pressures or lead to improved gross profit, as a
percentage of net sales. In order to be competitive, we must continually reduce the cost of manufacturing our products through design and
engineering changes. We may not be successful in these efforts or in delivering our products to market in a timely manner. In addition, any
redesign may not result in sufficient cost reductions to allow us to reduce the prices of our products to remain competitive or to improve or
maintain our gross profit, as a percentage of net sales.

Shifts in our product mix may result in declines in gross profit, as a percentage of net sales.

        Our gross profit, as a percentage of net sales, varies among our product groups. We anticipate that the gross profit, as a percentage of net
sales, may be lower for our newly developed products due to start-up costs and may improve as unit volumes increase and efficiencies can be
realized. Our overall gross profit, as a percentage of net sales, has fluctuated from period to period as a result of shifts in product mix, the
introduction of new products, decreases in average selling prices for older products and our ability to reduce manufacturing costs.

S-7

Service providers sometimes evaluate our products for long and unpredictable periods, which causes the timing of purchases and our
results of operations to be unpredictable.

        The period of time between our initial contact with a service provider and the receipt of an actual purchase order may span a year or more.
During this time, service providers may subject our products to an extensive and lengthy evaluation process before making a purchase. The
length of these qualification processes may vary substantially by product and service provider, making our results of operations unpredictable.
We may incur substantial sales and marketing expenses and expend significant management effort during this process, which ultimately may not
result in a sale. These qualification processes often make it difficult to obtain new customers, as service providers are reluctant to expend the
resources necessary to qualify a new supplier if they have one or more existing qualified sources.

Our multinational operations subject us to various economic, political, regulatory and legal risks.

        We market and sell our products in China and other markets, including Taiwan, Japan, Vietnam, India, Africa, Europe and Latin America,
and we expect to increase our non-China multinational operations in the future. The expansion of our existing multinational operations and entry
into additional international markets will require significant management attention and financial resources. Multinational operations are subject
to inherent risks, including:

�
difficulties in designing products that are compatible with varying international communications standards;

�
longer accounts receivable collection periods and greater difficulty in accounts receivable collection;

�
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unexpected changes in regulatory requirements or the regulatory environment;

�
changes in governmental control or influence over our customers;

�
changes to import and export regulations, including quotas, tariffs and other trade barriers;

�
delays or difficulties in obtaining export and import licenses;

�
potential foreign exchange controls and repatriation controls on foreign earnings;

�
exchange rate fluctuations and currency conversion restrictions;

�
the burdens of complying with a variety of foreign laws and regulations;

�
difficulties and costs of staffing and managing multinational operations, including but not limited to, internal control and
compliance;

�
reduced protection for intellectual property rights in some countries;

�
potentially adverse tax consequences; and

�
political and economic instability.

        Multinational companies are required to establish intercompany pricing for transactions between their separate legal entities operating in
different taxing jurisdictions. These intercompany transactions are subject to audit by taxing authorities in the jurisdictions in which
multinational companies operate. An additional tax liability may be incurred if it is determined that intercompany pricing was not done at arm's
length. We believe we have adequately estimated and recorded our liability arising from intercompany pricing, but an additional tax liability
may result from audits of our intercompany pricing policies.

        In markets outside of China, we rely on a number of original equipment manufacturers, or OEMs, and third-party distributors and agents to
market and sell our network access products. In some cases,
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our partners in such markets may be thinly capitalized, and may require unusual contract arrangements. If these OEMs, distributors or agents fail
to provide the support and effort necessary to service developing markets effectively, our ability to maintain or expand our operations outside of
China will be negatively impacted. We may not successfully compete in these markets, our products may not be accepted and we may not
successfully overcome the risks associated with international operations.

        Moreover, in less developed markets we may face additional risks, such as inconsistent infrastructure support, lack of a large, highly trained
workforce, difficulty in controlling local operations from our headquarters, low ethical standards, potential fraud, unstable political and
economic environments, and lack of a secure environment for our personnel, facilities and equipment. In particular, these factors create the
potential for physical loss of inventory and operating assets. We have in the past experienced cases of vandalism and armed theft of our
equipment that had been or was being installed in the field. If disruptions for any of these or other reasons become too severe in any particular
market, it may become necessary for us to terminate contracts and withdraw from that market and suffer the associated costs and lost revenue.

        Due to the multinational nature of our business and operations, we are subject to regulation in multiple governmental jurisdictions, as well
as the Foreign Corrupt Practices Act. Furthermore, as a result of the heavily regulated nature of the markets in which we operate, we are
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continually subject to the risk of governmental investigations regarding our compliance with the rules and regulations of such jurisdictions.
Should we become subject to any such investigations, there may be significant and unanticipated expenses, and risks such as the distraction of
our key employees and disruptions to our operations. Such expenses and risks may result even in the event that such investigations are decided
in our favor and no instances of non-compliance are found.

We are subject to risks relating to currency exchange rate fluctuations.

        We are exposed to foreign exchange rate risk because our sales to China are denominated in Renminbi and portions of our accounts payable
and our notes receivable are denominated in Japanese Yen. Due to the limitations on converting Renminbi, we are limited in our ability to
engage in currency hedging activities in China. Although the impact of currency fluctuations of Renminbi to date has been insignificant,
fluctuations in currency exchange rates in the future may have a material adverse effect on our results of operations.

Our failure to meet international and governmental product standards could be detrimental to our business.

        Many of our products are required to comply with numerous government regulations and standards, which vary by market. As standards for
products continue to evolve, we will need to modify our products or develop and support new versions of our products to meet emerging
industry standards, comply with government regulations and satisfy the requirements necessary to obtain approvals. Our inability to obtain
regulatory approval and meet established standards could delay or prevent our entrance into or force our departure from particular markets.

Our recent growth has strained our resources, and if we are unable to manage and sustain our growth, our operating results will be
negatively affected.

        We have recently experienced a period of rapid growth and anticipate that we must continue to expand our operations to address potential
market opportunities. If we fail to implement or improve systems or controls or to manage any future growth and expansion effectively, our
business could suffer.
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        Our expansion has placed and will continue to place a significant strain on our management, operational, financial and other resources. To
manage our growth effectively, we will need to take various actions, including:

�
enhancing management information systems and forecasting procedures;

�
further developing our operating, administrative, financial and accounting systems and controls;

�
maintaining close coordination among our engineering, accounting, finance, marketing, sales and operations organizations;

�
expanding, training and managing our employee base; and

�
expanding our finance, administrative and operations staff.

We may not be able to sustain profitability.

        We may not be able to remain profitable in future periods. We anticipate continuing to incur significant sales and marketing, research and
development and general and administrative expenses and, as a result, we will need to generate higher revenues to remain profitable. Numerous
factors could negatively impact our results of operations, including a decrease in sales, price pressures and significant fixed costs. Our past
results should not be relied on as an indication of our future performance.

Our success is dependent on continuing to hire and retain qualified personnel, and if we are not successful in attracting and retaining
these personnel, our business would be harmed.
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        The success of our business depends in significant part upon the continued contributions of key technical and senior management
personnel, many of whom would be difficult to replace. In particular, our success depends in large part on the knowledge, expertise and services
of Hong Liang Lu, our Chairman of the Board, President and Chief Executive Officer, and Ying Wu, our Executive Vice President and Chief
Executive Officer of China Operations. The loss of any key employee, the failure of any key employee to perform satisfactorily in his or her
current position or our failure to attract and retain other key technical and senior management employees could have a significant negative
impact on our operations.

        To effectively manage our recent growth as well as any future growth, we will need to recruit, train, assimilate, motivate and retain
qualified employees. Competition for qualified employees is intense, and the process of recruiting personnel with the combination of skills and
attributes required to execute our business strategy can be difficult, time-consuming and expensive. We are actively searching for research and
development engineers and sales and marketing personnel, who are in short supply. Additionally, we have a need for and have experienced
difficulty in finding qualified accounting personnel knowledgeable in U.S. and China accounting standards who are resident in China. If we fail
to attract, hire, assimilate or retain qualified personnel, our business would be harmed.

        Competitors and others have in the past and may in the future attempt to recruit our employees. In addition, companies in the
telecommunications industry whose employees accept positions with competitors frequently claim that the competitors have engaged in unfair
hiring practices. We may be the subject of these types of claims in the future as we seek to hire qualified personnel. Some of these claims may
result in material litigation and disruption to our operations. We could incur substantial costs in defending ourselves against these claims,
regardless of their merit.

Any acquisitions that we undertake could be difficult to integrate, disrupt our business, dilute our stockholders and harm our operating
results.

        We may acquire other businesses, products and technologies. For example, on May 23, 2003, we purchased certain assets and liabilities of
the CommWorks division of 3Com Corporation for
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$100.0 million in cash and incurred related transaction and other related costs of $9.3 million. In addition, during 2002 we acquired Issanni, a
remote access server and local access technology company and assets and intellectual property of Shanghai Yi Yun, a provider of synchronous
digital hierarchy transmission equipment. Any anticipated benefits of an acquisition may not be realized. We have in the past and will continue
to evaluate acquisition prospects that would complement our existing product offerings, augment our market coverage, enhance our
technological capabilities, or that may otherwise offer growth opportunities. Acquisitions may result in dilutive issuances of equity securities,
use of our cash resources, the incurrence of debt and the amortization of expenses related to intangible assets. In addition, acquisitions involve
numerous risks, including difficulties in the assimilation of operations, technologies, products and personnel of the acquired company, diversion
of management's attention from other business concerns, risks of entering markets in which we have no direct or limited prior experience, and
the potential loss of key employees of the acquired company.

We may be unable to adequately protect the loss or misappropriation of our intellectual property, which could substantially harm our
business.

        We rely on a combination of patents, copyrights, trademarks, trade secret laws and contractual obligations to protect our technology. We
have applied for patents in the United States and have also acquired United States patents and pending applications as a result of our purchase of
CommWorks on May 23, 2003. At present, we possess 79 issued United States patents, and have 109 pending United States patent applications.
We have also filed patent applications in other countries. Additional patents may not be issued from our pending patent applications and our
issued patents may not be upheld. In addition, we have, from time to time, chosen to abandon previously filed applications. Moreover, we may
face difficulties in registering our existing trademarks in new jurisdictions in which we operate. Our subsidiaries and joint ventures in China rely
upon our trademarks, technology and know-how to manufacture and sell our products. We cannot guarantee that these and other intellectual
property protection measures will be sufficient to prevent misappropriation of our technology or trademarks or that our competitors will not
independently develop technologies that are substantially equivalent or superior to ours. In addition, the legal systems of many foreign countries,
including China, do not protect or honor intellectual property rights to the same extent as the legal system of the United States.

We may be subject to claims that we infringe the intellectual property of others, which could substantially harm our business.

        The industry in which we compete is moving towards aggressive assertion, licensing, and litigation of patents and other intellectual
property rights. From time to time, we have become aware of the possibility or have been notified that we may be infringing certain patents or
other intellectual property rights of others. Regardless of their merit, responding to such claims could be time consuming, divert management's
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attention and resources and cause us to incur significant expenses. In addition, although some of our supplier contracts provide for
indemnification from the supplier with respect to losses or expenses incurred in connection with any infringement claim, some of our contracts
do not provide for such protection. Moreover, certain of our sales contracts provide that we must indemnify our customers against claims by
third parties for intellectual property rights infringement related to our products. There are no limitations on the maximum potential future
payments under these guarantees. Therefore, we may incur substantial costs related to any infringement claim, which may substantially harm
our, financial condition or results of operations.

        We may, in the future, become subject to litigation to defend against claimed infringements of the rights of others or to determine the scope
and validity of the proprietary rights of others. Future litigation may also be necessary to enforce and protect our trade secrets and other
intellectual property rights. Any intellectual property litigation or threatened intellectual property litigation could be costly, and adverse
determinations or settlements could result in the loss of our proprietary rights, subject us
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to significant liabilities, require us to seek licenses from or pay royalties to third parties which may not be available on commercially reasonable
terms, if at all, and/or prevent us from manufacturing or selling our products, which could cause disruptions to our operations or the markets in
which we compete.

        In the event that there is a successful claim of infringement against us and we fail to develop non-infringing technology or license the
proprietary rights on commercially reasonable terms and conditions, our business, financial condition or results of operations could be materially
and adversely impacted.

Business interruptions could adversely affect our business.

        Our operations are vulnerable to interruption by fire, earthquake, power loss, telecommunications failure and other events beyond our
control. We do not have a detailed disaster recovery plan. Our headquarters facility in the State of California was subject to electrical blackouts
as a consequence of a shortage of available electrical power. In the event these blackouts resume, they could disrupt the operations at our
headquarters. In addition, we do not carry sufficient business interruption insurance to compensate us for losses that may occur and any losses or
damages incurred by us could have a material adverse effect on our business.

We are exposed to fluctuations in the value of our portfolio investments.

        We maintain an investment portfolio of various holdings, types, and maturities. Part of this portfolio includes equity investments in publicly
traded companies, the value of which are subject to market price volatility. Recent events have adversely affected the public equities market and
general economic conditions may continue to worsen. Should the fair value of our publicly traded equity investments decline below their cost
basis in a manner deemed to be other-than-temporary, it may become necessary for us to take an impairment charge.

        We have also invested in several privately held companies as well as investment funds which invest primarily in privately held companies,
many of which can still be considered to be in the start-up or development stages. These investments are inherently risky, as the market for the
technologies or products they have under development are typically in the early stages and may never materialize. We could lose our entire
initial investment in these companies and investment funds.

If we seek to secure additional financing we may not be able to do so. If we are able to secure additional financing our stockholders may
experience dilution of their ownership interest or we may be subject to limitations on our operations.

        We currently anticipate that our available cash resources, which include existing cash and cash equivalents, short-term investments and
cash from operations, will be sufficient to meet our anticipated needs for working capital and capital expenditure for at least the next 12 months.
If we are unable to generate sufficient cash flows from operations to meet our anticipated needs for working capital and capital expenditures, we
may need to raise additional funds to develop new or enhanced products, respond to competitive pressures, take advantage of acquisition
opportunities or raise capital for strategic purposes. If we raise additional funds through the issuance of equity securities, our stockholders may
experience dilution of their ownership interest, and the newly issued securities may have rights superior to those of common stock. If we raise
additional funds by issuing debt, we may be subject to limitations on our operations.
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We have been named as a defendant in securities litigation.

        We, and various underwriters for our initial public offering are defendants in a putative shareholder class action. The complaint alleges
undisclosed improper underwriting practices concerning the allocation of IPO shares, in violation of the federal securities laws. Similar
complaints have been filed concerning the IPOs of more than 300 companies, and the litigation has been coordinated in United States District
Court for the Southern District of New York as In re Initial Public Offering Securities Litigation, 21 MC 92. Although we believe we have
meritorious defenses to the claims against us and intend to defend the litigation vigorously, until the matter is resolved, it will be necessary for us
to continue to expend time and financial resources on the matter. Moreover, an adverse judgment in the litigation could materially harm our
operations.

Recently enacted and proposed changes in securities laws and regulations are likely to increase our costs.

        The Sarbanes-Oxley Act of 2002 has required and will continue to require changes in some of our corporate governance and securities
disclosure or compliance practices. That Act also requires the SEC to promulgate new rules on a variety of subjects, in addition to rule proposals
already made, and the Nasdaq National Market has revised its requirements for companies that are Nasdaq-listed. We expect these developments
will require us to devote additional resources to our operational, financial and management information systems, procedures and controls to
ensure our continued compliance with current and future laws and regulations. We expect these developments to make it more difficult and more
expensive for us to obtain director and officer liability insurance, and we may be required to accept reduced coverage, increase our level of
self-insurance, or incur substantially higher costs to obtain coverage. These developments could make it more difficult for us to attract and retain
qualified members of our board of directors, or qualified executive officers. We are presently evaluating and monitoring regulatory
developments and cannot estimate the timing or magnitude of additional costs we may incur as a result.

RISKS RELATING TO THE STRUCTURE AND REGULATION OF CHINA'S
TELECOMMUNICATIONS INDUSTRY

China's telecommunications industry is subject to extensive government regulation.

        China's telecommunications industry is heavily regulated by the Ministry of Information Industry. The Ministry of Information Industry has
broad discretion and authority to regulate all aspects of the telecommunications and information technology industry in China, including
managing spectrum bandwidths, setting network equipment specifications and standards and drafting laws and regulations related to the
electronics and telecommunications industries. Additionally, the Ministry of Information Industry can unilaterally, or in concert with other
relevant authorities, decide what types of equipment may be connected to the national telecommunications networks, the forms and types of
services that may be offered to the public, the rates that are charged to subscribers for those services and the content of material available in
China over the Internet. If the Ministry of Information Industry sets standards with which we are unable to comply or which render our products
noncompetitive, our ability to sell products in China may be limited, resulting in substantial harm to our operations.

        At the end of May 2000, we became aware of an internal notice, circulated within the Ministry of Information Industry, announcing a
review of PHS-based telecommunications equipment for future installation into China's telecommunications infrastructure. The Ministry of
Information Industry requested service providers to temporarily halt new deployments of PHS-based telecommunications equipment, including
our PAS systems and handsets, pending conclusion of a review by the Ministry of Information Industry. Subsequently, at the end of June 2000,
the Ministry of Information Industry issued a notice stating that it had concluded its review of PHS-based equipment and that the continued
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deployment of PHS-based systems, such as our PAS systems and handsets, in China's county-level cities, towns and villages would be
permitted. In addition, the notice stated that deployments within large and medium-sized cities would only be allowed in very limited areas of
dense population, such as campuses, commercial buildings and special development zones. The notice confirmed, however, that new citywide
deployments of our PAS system in large and medium cities would not be permitted. Failure of the Ministry of Information Industry to permit the
sale or deployment of our PAS systems and handsets, or the sale or deployment of our other products, or the imposition of additional limitations
on their sale in the future could have a material adverse effect on our business, financial condition and results of operations. The Ministry of
Information Industry may conduct further reviews or evaluations of PHS-based telecommunications equipment or may change its position
regarding PHS-based systems in the future.

China's telecommunications regulatory framework is in the process of being developed, which has led to uncertainties regarding how to
conduct our business in China.
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        China does not yet have a national telecommunications law. However, to provide a uniform regulatory framework for the
telecommunications industry, the Chinese government is currently preparing a draft of such a law (the "Telecommunications Law"). We do not
yet know the final nature or scope of the regulation that would be created if the Telecommunications Law is passed. Accordingly, we cannot
predict whether it will have a positive or negative effect on us or on some or all aspects of our business.

        China's telecommunications regulatory framework is in the process of being developed. In September 2000, China's State Council issued
the Telecommunications Regulations of the People's Republic of China, known as the Telecom Regulations. The Telecom Regulations cover
telecommunications services and market regulations, pricing, interconnection and connection, as well as telecommunications construction and
security issues. In May 2001, China's Ministry of Information Industry issued the Administrative Measures of Network Access Licenses to
implement the Telecom Regulations. Regulations in this area often require subjective interpretation and, given the relative infancy of the
Telecom Regulations and the implementing regulations, we do not know how the regulations will be interpreted or enforced. As a result, our
attempts to comply with these regulations may be deemed insufficient by the appropriate regulatory agencies, which could subject us to penalties
that adversely affect our business.

Our business may be disrupted if our major customers or entities that control them significantly restructure their operations or if China
further restructures its telecommunications industry.

        Our business may be disrupted if any of our major customers or entities that control them restructure their operations or if China undertakes
to restructure its telecommunications industry. For example, in February 1999, China announced plans to restructure the China Telecom system.
Following the announcement of the restructuring, we observed a reduction in orders from our main customers in China, the local
telecommunications companies, which we attributed to the uncertainties surrounding the restructuring and the ultimate impact the restructuring
would have on those customers. More recently, it has been reported that China Netcom has been restructuring its operations for its initial public
offering, and this restructuring could impact our ability to do business with local telephone companies that are within China Netcom's zone of
influence. If China undertakes to restructure its telecommunications industry further, or if any of our major customers in China, or entities that
control those customers, significantly restructure their operations, our business could again be disrupted and our operating results could
fluctuate.
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We do not have some of the licenses we are required to have to sell our network access products in China.

        Under China's current regulatory structure, the communications products that we offer in China must meet government and industry
standards, and a network access license for the equipment must be obtained. Without the license, the equipment is not allowed to be connected to
public telecommunications networks or sold in China. Moreover, we must ensure that the quality of the telecommunications equipment for
which we have obtained a network access license is stable and reliable, and may not lower the quality or performance of other installed licensed
products. China's State Council's product quality supervision department, in concert with China's Ministry of Information Industry, performs
spot checks to track and supervise the quality of licensed telecommunications equipment and publishes the results of such spot checks.

        The regulations implementing these requirements are not very detailed, have not been applied by a court and may be interpreted and
enforced by regulatory authorities in a number of different ways. We have obtained the required network access licenses for our AN-2000B
platform, our NetRing 10000 product and certain other of our products. We have also obtained a probationary network access license for our
mSwitch product, and after the trial period, an official network access license will be issued if the trial demonstrates that mSwitch satisfies all
the applicable government and industry standards. We have applied for, but have not yet received, a network access license for our PAS systems
and handsets. Based upon conversations with China's Ministry of Information Industry, we understand that our PAS systems and handsets are
considered to still be in the trial period and that sales of our PAS systems and handsets may continue to be made by us during this trial period,
but a license will ultimately be required. Network access licenses will also be required for most additional products that we are selling or may
sell in China, including our mSwitch platform. If we fail to obtain the required licenses, we could be prohibited from making further sales of the
unlicensed products, including our PAS systems and handsets, in China, which would substantially harm our business, financial condition and
results of operations. Our counsel in China has advised us that China's governmental authorities may interpret or apply the regulations with
respect to which licenses are required and the ability to sell a product while a product is in the trial period in a manner that is inconsistent with
the information received by our counsel in China, and either of these conditions could have a material adverse effect on our business, financial
condition and results of operations.

We are required to register the software incorporated in our products in accordance with relevant Chinese regulations.

        In October 2000, the Ministry of Information Industry issued regulations which prohibit the production and sale of software products, or
products incorporating software, in China unless the software is registered with the government. We have accomplished the necessary
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registration with regard to the software incorporated in our AN-2000, PAS and mSwitch products. However, additional registration is required
for software incorporated in additional products that we are selling or may sell in China. Based upon advice received orally from the Ministry of
Information Industry, we believe that we will be able to sell products incorporating our software while any of our applications for registration
may be pending. However, the Chinese government may interpret or apply the regulations in such a way as to prohibit sales of products
incorporating our unregistered software prior to registration. If the government prohibits sales pending registration, or if we fail in our efforts to
register any software required to be registered, we could be prohibited from making further sales of products incorporating our unregistered
software in China, which could substantially harm our business, financial condition and results of operations.
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Most of our customers in China have historically been part of the China Telecom system and under China Telecom's ultimate control;
following the restructuring of China Telecom, most of our customers in China are now part of the new China Telecom or China
Netcom, and are subject to their ultimate control.

        Our main customers in China are the local telecommunications companies (formerly known as telecommunications bureaus), which
historically operated under China Telecom, China's state-owned fixed line operator, and were subject to its ultimate control. Following the
restructuring of China Telecom, the telecommunications companies now operate under the ultimate control of either the new China Telecom or
China Netcom. China Telecom completed its initial public offering in November 2002, and is listed on the New York Stock Exchange, and
China Netcom is reported to be under reorganization and preparing for an initial public offering. We cannot be certain of the impact of these
transactions on our ability to do business with these companies or the companies that they control. Policy statements may be issued and
decisions may be made by the new China Telecom and China Netcom, which govern the equipment purchasing decisions of most of our
customers in China. For example, in late 1999, China Telecom prohibited all telecommunications companies from purchasing PHS systems,
such as our PAS systems, for implementation in large cities, even before these sales were prohibited by China's Ministry of Information.
Moreover, it has been reported that additional local telecommunications companies have recently become affiliated with China Telecom, which
could impact our ability to do business with these companies. As most of our sales are generated from our operations in China, any decisions by
the new China Telecom or China Netcom restricting or prohibiting the sales or deployment of our products could cause significant harm to our
business.

Our customer base in China could effectively become increasingly concentrated if more purchasing decisions are coordinated or made
by provincial or greater regional telecommunications service entities rather than by local telecommunications service providers.

        We have historically considered local telecommunications service providers serving municipalities and counties to be our primary
customers in China. Recently, however, the provincial-level telecommunications service entity in the Zhejiang province of China has begun to
consolidate telecommunications purchasing decisions for that province. As a result of this trend in the Zhejiang province, we have grouped all
telecommunications service entities in the Zhejiang province together and have treated these as one customer for the three and nine months
ended September 30, 2003 and the comparative periods presented. At September 30, 2003, we had approximately 12 telecommunications service
entities in the Zhejiang province. For the three months ended September 30, 2003, no customers accounted for 10% or more of consolidated net
sales. For the three months ended September 30, 2002, sales to the Zhejiang province, SBBC and the Kunming branch of Yunnan
Telecommunications Company and accounted for 16%, 15% and 11% of net sales, respectively. For the nine months ended September 30, 2003,
sales to SBBC accounted for 11% of our net sales and no other customer accounted for 10% or more of our consolidated net sales. For the nine
months ended September 30, 2002, sales to the Zhejiang province and SBBC accounted for 21% and 14% of our net sales, respectively.

        Whether this represents the beginning of a greater trend throughout China toward increased consolidation of negotiations and purchasing
decisions into the control of provincial-level telecommunications service entities is unclear. If an increasing number of purchasing decisions and
negotiations are controlled on a larger regional level in China by provincial-level telecommunications service entities, this would effectively
result in a concentration of our customer base. Our financial results may increasingly depend in significant part upon the success of a few major
customers and our ability to meet their future capital equipment needs. Although the composition of the group comprising our largest customers
may vary from period to period, the loss of a significant customer or any reduction in orders by any significant customer, including reductions
due to market, economic or
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competitive conditions in the telecommunications industry, may have a material adverse effect on our business, financial condition and results of
operations. In addition to the business risks associated with dependence on major customers, significant customer concentration may also result
in significant concentrations of accounts receivable. Significant and concentrated receivables would expose us to additional risks, including the
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risk of default by one or more customers representing a significant portion of our total receivables. If we are required to take additional accounts
receivable reserves, our business, financial condition and results of operations and would be materially adversely affected.

Our ability to sell our PAS wireless systems and handsets could be significantly impaired if the new China Telecom or China Netcom
are granted, or if they otherwise acquire, mobile licenses allowing the new China Telecom or China Netcom to deliver cellular services.

        The new China Telecom and China Netcom hold and operate the fixed line telephone and data communications assets in China, and
currently do not have the licenses necessary to offer cellular services. To offer wireless services to end users, the Telecommunications
Companies must offer services that can be delivered over wireline networks, such as those delivered over our PAS wireless systems and
handsets. China's media sources have widely reported that after the restructuring of China Telecom, China's Ministry of Information Industry
may grant mobile licenses to the new China Telecom or China Netcom, or to both. If China's Ministry of Information Industry does grant a
mobile license to the new China Telecom or China Netcom, or to both, or if such entities otherwise acquire mobile licenses, local
Telecommunications Companies will be free to offer cellular services such as GSM or CDMA to their customers, and they may therefore elect
not to deploy our PAS systems and handsets. If this were to occur, we could lose current and potential customers for our PAS systems and
handsets, and our financial condition and results of operations could be materially adversely affected.

Changes in telecommunications rates or pricing policies may result in decreased demand for our products.

        In November 2000, China's Ministry of Information Industry announced significant changes in rates for telecommunications services in
China. While long distance, international, leased line and Internet connection fees were cut by up to 70%, the rates for local telephone services,
which include certain types of wireless access services such as those offered over our PAS systems and handsets, were increased, from
approximately $0.01 per minute to approximately $0.02 per minute. Any increase in rates may result in a reduced demand by end users for
wireless services delivered over our PAS system and a corresponding decline in demand for our products. In addition, mobile operators are
offering price incentive plans that could impact demand for our products. Additionally, China's Ministry of Information Industry may implement
future rate changes for wireline or wireless services in China or change telecommunications pricing policies, including allowing carriers to set
prices based on market conditions, any of which may lead to reduced demand for our systems and products and result in a material adverse
effect on our business, financial condition and results of operations.

Promotional or incentive programs offered by mobile operators such as China Mobile and China Unicom may adversely impact the
competitiveness and pricing of our PAS Systems and related products.

        The official tariffs and per-minute usage rates charged to mobile users in China are generally set by the Ministry of Information Industry
and the National Development and Reform Commission, and are usually adhered to by mobile operators. However, from time to time, certain
mobile operators such as China Mobile and China Unicom have offered special promotional pricing or incentives to customers, such as free
incoming calls or free mobile-to-mobile calls. The continued use of such incentive programs by mobile operators may adversely impact the
competitiveness and pricing of our PAS Systems and related products and their rollout by the new China Telecom and China Netcom.

S-17

        Such incentive programs may continue or be expanded in the future. We cannot be certain as to what impact such incentive programs may
have on us. However, it is possible that the continuation or expansion of such programs may have a material adverse effect on our business or
results of operations.

RISKS RELATING TO CONDUCTING OPERATIONS IN CHINA

Sales in China have accounted for most of our total sales, and therefore, our business, financial condition and results of operations are
to a significant degree subject to economic, political and social events in China.

        Approximately $518.2 million, or 89% and $218.2 million or 82%, of our net sales in the three months ending September 30, 2003 and
2002, respectively, and approximately $1,119.7 million, or 85% and $567.9 million or 83%, of our net sales in the nine months ending
September 30, 2003 and 2002, respectively, occurred in China. Additionally, a substantial portion of our fixed assets is located in China. Of our
total fixed assets, approximately 79% and 88%, as of September 30, 2003 and December 31, 2002, respectively, were in China. We expect to
make further investments in China in the future. Therefore, our business, financial condition and results of operations are to a significant degree
subject to economic, political, social and other events in China.

Devaluation of the Renminbi versus the U.S. dollar and fluctuations in exchange rates could adversely affect our financial results.
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        Exchange rate fluctuations could have a substantial negative impact on our financial condition and results of operations. We purchase
substantially all of our materials in the United States and Japan and a significant portion of our cost of goods sold is incurred in U.S. dollars and
Japanese yen. A significant portion of our operating expenses is incurred in U.S. dollars. At the same time, most of our sales are denominated in
Renminbi. The value of the Renminbi is fixed by China's national government and is subject to changes in China's governmental policies and to
international economic and political developments. China may choose to devalue the Renminbi against the U.S. dollar. Additionally, China's
government has considered from time to time whether to partially or fully abandon the official exchange rate for Renminbi to the U.S. dollar.
The abandonment of this official exchange rate policy may lead to sharp depreciation of the Renminbi against the U.S. dollar and other foreign
currencies and to significantly more volatility in the Renminbi exchange rate in the future, both of which would adversely affect our financial
results and make our future results more subject to fluctuation.

        In the past, financial markets in many Asian countries have experienced severe volatility and, as a result, some Asian currencies have
experienced significant devaluation from time to time. The devaluation of some Asian currencies may have the effect of rendering exports from
China more expensive and less competitive and therefore place pressure on China's government to devalue the Renminbi. Any devaluation of the
Renminbi could result in an increase in volatility of Asian currency and capital markets. Future volatility of Asian financial markets could have
an adverse impact on our ability to expand our product sales into Asian markets outside of China. Moreover, due to the limitations on the
convertibility of Renminbi, we are limited in our ability to engage in currency hedging activities in China and do not currently engage in
currency hedging activities with respect to international sales outside of China.

Currency restrictions in China may limit the ability of our subsidiaries and joint ventures in China to obtain and remit foreign currency
necessary for the purchase of imported components and may limit our ability to obtain and remit foreign currency in exchange for
Renminbi earnings.

        China's government imposes controls on the convertibility of Renminbi into foreign currencies and, in certain cases, the remittance of
currency out of China. Under the current foreign exchange control
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system, sufficient foreign currency may not be available to satisfy our currency needs. Shortages in the availability of foreign currency may
restrict the ability of our Chinese subsidiaries to obtain and remit sufficient foreign currency to pay dividends to us, or otherwise satisfy their
foreign currency denominated obligations, such as payments to us for components, which we export to them, and for technology licensing fees.
We may also experience difficulties in completing the administrative procedures necessary to obtain and remit needed foreign currency. Our
business could be substantially harmed if we are unable to convert and remit our sales received in Renminbi into U.S. dollars. Under existing
foreign exchange laws, Renminbi held by our China subsidiaries can be converted into foreign currencies and remitted out of China to pay
current account items such as payments to suppliers for imports, labor services, payment of interest on foreign exchange loans and distributions
of dividends so long as the subsidiaries have adequate amounts of Renminbi to purchase the foreign currency. Expenses of a capital nature such
as the repayment of bank loans denominated in foreign currencies, however, require approval from appropriate governmental authorities before
Renminbi can be used to purchase foreign currency and then remitted out of China. This system could be changed at any time by executive
decision of China's State Council to impose limits on current account convertibility of the Renminbi or other similar restrictions. Moreover, even
though the Renminbi is intended to be freely convertible under the current account, the State Administration of Foreign Exchange, which is
responsible for administering China's foreign currency market, has a significant degree of administrative discretion in implementing the laws.
From time to time, the State Administration of Foreign Exchange has used this discretion in ways, which effectively limit the convertibility of
current account payments and restrict remittances out of China. Furthermore, in many circumstances the State Administration of Foreign
Exchange must approve foreign currency conversions and remittances. Under the current foreign exchange control system, sufficient foreign
currency may not be available at a given exchange rate to satisfy our currency demands.

China subjects foreign investors in the telecommunications industry to ownership and geographic limitations.

        China's government and its agencies, including China's Ministry of Information Industry and China's State Council, regulate foreign
investment in the telecommunications industry through the promulgation of various laws and regulations and the issuance of various
administrative orders and decisions. Currently, foreign investors may engage in such activities only in accordance with certain ownership and
geographic limitations. China may promulgate new laws or regulations, or issue administrative or judicial decisions or interpretations, which
would further restrict foreigners from engaging in telecommunications-related activities. The promulgation of laws or regulations or the issuance
of administrative orders or judicial decisions or interpretations restricting telecommunications activities by foreigners could have a substantial
impact on our ongoing operations.

Governmental policies in China could impact our business.

Edgar Filing: UTSTARCOM INC - Form 424B5

19



        Since 1978, China's government has been and is expected to continue reforming its economic and political systems. These reforms have
resulted in and are expected to continue to result in significant economic and social development in China. Many of the reforms are
unprecedented or experimental and may be subject to change or readjustment due to a number of political, economic and social factors. We
believe that the basic principles underlying the political and economic reforms will continue to be implemented and provide the framework for
China's political and economic system. New reforms or the readjustment of previously implemented reforms could have a significant negative
effect on our operations. Changes in China's political, economic and social conditions and governmental policies, which could have a substantial
impact on our business, include:

�
new laws and regulations or the interpretation of those laws and regulations;

�
the introduction of measures to control inflation or stimulate growth;
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�
changes in the rate or method of taxation;

�
the imposition of additional restrictions on currency conversion and remittances abroad; and

�
any actions which limit our ability to develop, manufacture, import or sell our products in China, or to finance and operate
our business in China.

Economic policies in China could impact our business.

        The economy of China differs from the economies of most countries belonging to the Organization for Economic Cooperation and
Development in various respects such as structure, government involvement, level of development, growth rate, capital reinvestment, allocation
of resources, self-sufficiency, rate of inflation and balance of payments position. In the past, the economy of China has been primarily a planned
economy subject to one- and five-year state plans adopted by central government authorities and largely implemented by provincial and local
authorities, which set production and development targets.

        Since 1978, increasing emphasis had been placed on decentralization and the utilization of market forces in the development of China's
economy. Economic reform measures adopted by China's government may be inconsistent or ineffectual, and we may not in all cases be able to
capitalize on any reforms. Further, these measures may be adjusted or modified in ways which could result in economic liberalization measures
that are inconsistent from time to time or from industry to industry or across different regions of the country. China's economy has experienced
significant growth in the past decade. This growth, however, has been accompanied by imbalances in China's economy and has resulted in
significant fluctuations in general price levels, including periods of inflation. China's government has implemented policies from time to time to
increase or restrain the rate of economic growth, control periods of inflation or otherwise regulate economic expansion. While we may be able to
benefit from the effects of some of these policies, these policies and other measures taken by China's government to regulate the economy could
also have a significant negative impact on economic conditions in China with a resulting negative impact on our business.

China's entry into the World Trade Organization creates uncertainty as to the future economic and business environments in China.

        China's entry into the WTO was approved in September 2001. Entry into the WTO will require China to further reduce tariffs and eliminate
non-tariff barriers, which include quotas, licenses and other restrictions by 2005 at the latest. While China's entry into the WTO and the related
relaxation of trade restrictions may lead to increased foreign investment, it may also lead to increased competition in China's markets from
international companies. China's entry into the WTO could have a negative impact on China's economy with a resulting negative impact on our
business.

Uncertainties related to a rollout of 3G networks in China could harm our business.

        It is anticipated that the government of China will grant 3G network licenses to telecommunications service providers beginning in the
second half of 2004. We face several potential risks in connection with a 3G rollout. For example, if telecommunications service providers
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invest heavily in 3G networks, capital expenditures to build-out PAS networks that utilize our existing products may decline. Moreover, it is
possible that current PAS frequency bands utilized by PAS networks may be reallocated for use by 3G networks, which would have the effect of
restricting or shutting down PAS networks. In either case, our ability to sell our PAS products in China would decline significantly, and our
operating results would be harmed.

        We also face risks relating to our ability to compete within any emerging 3G marketplace. For example, we have invested most heavily in
WCDMA technology; however, alternative technologies,
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such as CDMA 2000 and TDSCDMA, may become the dominant technologies within 3G networks. If an alternative technology becomes the
dominant technology of 3G networks in China, our ability to sell 3G products in China will suffer. Moreover, within the 3G marketplace, we
will likely face stiff competition and may not be able to establish or maintain significant market share for our 3G products, in which case our
operating results would suffer.

If tax benefits available to our subsidiaries located in China are reduced or repealed, our business could suffer.

        Our subsidiaries and joint ventures located in China enjoy tax benefits in China which are generally available to foreign investment
enterprises, including full exemption from national enterprise income tax for two years starting from the first profit-making year and/or a 50%
reduction in national income tax rate for the following three years. In addition, local enterprise income tax is often waived or reduced during this
tax holiday/incentive period. Under current regulations in China, foreign investment enterprises that have been accredited as technologically
advanced enterprises are entitled to additional tax incentives. These tax incentives vary in different locales and could include preferential
national enterprise income tax treatment at 50% of the usual rates for different periods of time. Two of our active subsidiaries in China,
UTStarcom China and HUTS, were accredited as technologically advanced enterprises. The tax holidays applicable to UTStarcom China and
HUTS, which together accounted for approximately 76% of our revenues in the nine months ended September 30, 2003, expired at the end of
2002 and 2001, respectively. The tax holidays were not extended for the entities, and for 2003, the national enterprise tax rates were increased
from 7.5% to 10% and from 10% to 15%, respectively, which could negatively impact our financial condition and results of operations.
UTStarcom China was approved to enjoy the preferential national enterprise tax rate of 10% in 2003. During the fourth quarter of 2002, we
formed a new entity, Hangzhou Starcom Telecom Co., Ltd., to manufacture and sell handsets. This entity will benefit from a two-year national
enterprise income tax exemption from the first profit-making year, and a 50% national enterprise income tax reduction in the following three
years. The Chinese government is considering the imposition of "unified" corporate income tax that would phase out, over time, the preferential
tax treatment to which foreign investment enterprises, such as UTStarcom, are currently entitled. While it is not certain whether the government
will implement such a unified tax structure or whether, if implemented, UTStarcom will be grandfathered into the new tax structure, if the new
tax structure is implemented, it will adversely affect our financial condition.

China's legal system embodies uncertainties that could negatively impact our business.

        China has a civil law system. Decided court cases do not have binding legal effect on future decisions. Since 1979, many new laws and
regulations covering general economic matters have been promulgated in China. Despite this activity to develop the legal system, China's system
of laws is not yet complete. Even where adequate law exists in China, enforcement of existing laws or contracts based on existing law may be
uncertain and sporadic and it may be difficult to obtain swift and equitable enforcement, or to obtain enforcement of a judgment by a court of
another jurisdiction. The relative inexperience of China's judiciary in many cases creates additional uncertainty as to the outcome of any
litigation. Further, interpretation of statutes and regulations may be subject to government policies reflecting domestic political changes.
Moreover, government policies and internal rules promulgated by governmental agencies may not be published in time, or at all. As a result, we
may operate our business in violation of new rules and policies without having any knowledge of their existence.

        China has adopted a broad range of related laws, administrative rules and regulations that govern the conduct and operations of foreign
investment enterprises and restrict the ability of foreign companies to conduct business in China. These laws, rules and regulations provide some
incentives to encourage the flow of investment into China, but also subject foreign companies, and foreign investment enterprises, including our
subsidiaries in China, to a set of restrictions that may not always
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apply to domestic companies in China. As a result of its admission into the WTO, China is increasingly according foreign companies and foreign
investment enterprises established in China the same rights and privileges as Chinese domestic companies. These special laws, administrative
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rules and regulations governing foreign companies and foreign investment enterprises may still place us and our subsidiaries at a disadvantage in
relation to Chinese domestic companies and may adversely affect our competitive position. Moreover, as China's legal system develops, the
promulgation of new laws, changes to existing laws and the pre-emption of local regulations by national laws may adversely affect foreign
investors and companies. Many of our activities and products in China are subject to administrative review and approval by various national and
local agencies of China's government. Because of the changes occurring in China's legal and regulatory structure, we may not be able to secure
the requisite governmental approval for our activities and products. Failure to obtain the requisite government approval for any of our activities
or products could substantially harm our business.

We face uncertainties regarding the timing for the completion of our new manufacturing facility.

        In 2001, we purchased the rights to use 49 acres of land located in Zhejiang Science and Technology Industry Garden of Hangzhou Hi-tech
Industry Development Zone. As of September 30, 2003, we had completed the foundation and groundwork of a facility to be located there and
have commenced construction of the building. Capital expenditures for the facility were $38.6 million in 2002 and $8.8 million and
$21.2 million in the three and nine months ended September 30, 2003, respectively.

RISKS RELATING TO THIS OFFERING

Our stock price is highly volatile.

        The trading price of our common stock has fluctuated significantly since our initial public offering in March 2000. Our stock price could be
subject to wide fluctuations in the future in response to many events or factors, including those discussed in the preceding risk factors relating to
our operations, as well as:

�
actual or anticipated fluctuations in operating results, actual or anticipated gross profit as a percentage of net sales, levels of
inventory, our actual or anticipated rate of growth and our actual or anticipated earnings per share;

�
changes in expectations as to future financial performance or changes in financial estimates or buy/sell recommendations of
securities analysts;

�
changes in governmental regulations or policies in China, such as the temporary suspension of sales of our PAS systems that
occurred in May and June of 2000, which caused our stock price to drop;

�
our, or a competitor's, announcement of new products, services or technological innovations;

�
the operating and stock price performance of other comparable companies; and

�
news and commentary emanating from the media, securities analysts, and government bodies in China relating to
UTStarcom and to the industry in general.

        General market conditions and domestic or international macroeconomic factors unrelated to our performance may also affect our stock
price. For these reasons, investors should not rely on recent trends to predict future stock prices or financial results. In addition, following
periods of volatility in a company's securities, securities class action litigation against a company is sometimes instituted. This type of litigation
could result in substantial costs and the diversion of management time and resources.
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        In addition, public announcements by China Telecom and China Netcom, each of which exert significant influence over many of our major
customers in China, may contribute to volatility in the price of our stock. In 2002, China Telecom completed its initial public offering, which has
caused that entity to issue press releases more frequently than in prior years. The price of our stock may react to such announcements. More
recently, it has been reported that China Netcom has been restructuring its operations for its own initial public offering. More frequent public
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announcements from China Netcom relating to or resulting from their initial public offering could cause the price of our stock to become even
more volatile.

SOFTBANK CORP. and its related entities, including SOFTBANK America Inc., have significant influence over our management and
affairs, which it could exercise against your best interests.

        SOFTBANK CORP. and its related entities, including SOFTBANK America Inc., beneficially owned approximately 14.4% of our
outstanding stock as of September 30, 2003. As a result, SOFTBANK CORP. and its related entities, including SOFTBANK America Inc., have
the ability to exercise influence over all matters submitted to our stockholders for approval and exert significant influence over our management
and affairs. This concentration of ownership may delay or prevent a change of control or discourage a potential acquirer from making a tender
offer or otherwise attempting to obtain control of our company, which could decrease the market price of our common stock. Matters that could
require stockholder approval include:

�
election and removal of directors;

�
merger or consolidation of our company; and

�
sale of all or substantially all of our assets.

        The interests of SOFTBANK America Inc. may not always coincide with our interests. SOFTBANK America Inc., acting through its
designees on our board of directors and through its ownership of voting securities, will have the ability to exercise significant influence over our
actions irrespective of the desires of our other stockholders or directors.

Delaware law and our charter documents contain provisions that could discourage or prevent a potential takeover, even if the
transaction would benefit our stockholders.

        Other companies may seek to acquire or merge with us. An acquisition or merger of our company could result in benefits to our
stockholders, including an increase in the value of our common stock. Some provisions of our Certificate of Incorporation and Bylaws, as well
as provisions of Delaware law, may discourage, delay or prevent a merger or acquisition that a stockholder may consider favorable. These
provisions include:

�
authorizing the board of directors to issue preferred stock;

�
prohibiting cumulative voting in the election of directors;

�
limiting the persons who may call special meetings of stockholders;

�
prohibiting stockholder action by written consent;

�
creating a classified board of directors pursuant to which our directors are elected for staggered three year terms; and

�
establishing advance notice requirements for nominations for election to the board of directors and for proposing matters that
can be acted on by stockholders at stockholder meetings.
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USE OF PROCEEDS
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        The net proceeds to us from this offering are approximately $474.2 million (the aggregate net proceeds would be $545.4 million if the
underwriter's over-allotment option is exercised in full), after deducting the underwriting discount and commissions and estimated offering
expenses payable by us. We will use the net proceeds of this offering for strategic and general corporate purposes, including, but not limited to,
acquisitions, investments, working capital or capital expenditures. Our management will have broad discretion in the application of the net
proceeds from this offering. Pending such application of the net proceeds, we intend to invest the net proceeds of this offering primarily in U.S.
government and other investment grade obligations and interest bearing money market funds.

MARKET PRICE OF COMMON STOCK

        Our common stock is listed on The Nasdaq National Market under the symbol "UTSI". The following table indicates the high and low
closing prices of our common stock, as reported by The Nasdaq National Market.

High Low

Quarter Ending
March 31, 2004 (through January 28, 2004) 41.34 34.71

Quarter Ended
December 31, 2003 38.45 31.20
September 30, 2003 45.36 31.24
June 30, 2003 35.64 19.76
March 31, 2003 23.89 17.00

Quarter Ended
December 31, 2002 21.10 15.66
September 30, 2002 20.82 12.57
June 30, 2002 27.03 18.58
March 31, 2002 33.95 20.25

Quarter Ended
December 31, 2001 30.43 15.56
September 30, 2001 24.99 13.61
June 30, 2001 26.72 12.56
March 31, 2001 27.62 14.06

        The last reported sale price of our common stock on The Nasdaq National Market on January 28, 2004 was $34.71 per share. As of
December 31, 2003, we had approximately 177 stockholders of record.

DIVIDEND POLICY

        To date, we have not paid any cash dividends on our common stock. We currently anticipate that we will retain any available funds to
finance the growth and operation of our business, and we do not anticipate paying any cash dividends in the foreseeable future. Certain present
or future agreements may limit or prevent the payment of dividends on our common stock.
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CAPITALIZATION

        The following table sets forth our cash, current portion of long-term debt and capital lease obligations and capitalization as of
September 30, 2003 and as adjusted to give effect to the offering of the 12,100,000 shares of common stock (assuming the underwriter's
over-allotment option is not exercised). This table should be read in conjunction with the selected consolidated financial data and the
consolidated financial statements of UTStarcom, which are incorporated by reference in this prospectus supplement.

As of September 30, 2003
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As of September 30, 2003

Actual As Adjusted

(in thousands, except share data)

Cash, cash equivalents and short-term investments $ 441,367 $ 915,542

Current portion of long-term debt and capital lease obligations $ � $ �

Long-term debt and capital lease obligations, excluding current portion:
7/8% Convertible Subordinated Notes Due 2008 $ 402,500 $ 402,500
Other long-term debt and capital lease obligations � �

Total long-term debt and capital lease obligations 402,500 402,500

Stockholders' equity:
Preferred stock, $.00125 par value, authorized: 5,000,000 shares; issued and outstanding:
none � �
Common stock, $.00125 par value, authorized: 750,000,000 shares; issued and outstanding:
103,202,125 shares, actual; 115,302,125 shares, as adjusted(1) 130 144
Additional paid-in capital 637,930 1,112,091
Deferred stock compensation (8,916) (8,916)
Retained earnings 163,422 163,422
Notes receivable from stockholders (254) (254)
Accumulated other comprehensive income (loss) 735 735

Total stockholders' equity 793,047 1,267,222

Total capitalization $ 1,195,547 $ 1,669,722

(1)
Outstanding common stock does not include (i) options to purchase 15,340,312 shares of common stock outstanding under our stock
option plans at a weighted average exercise price of $18.335 per share, and 4,552,957 additional shares available for grant under our
stock option plans as of September 30, 2003, (ii) 3,409,466 shares of common stock available for purchase under our 2000 employee
stock purchase plan as of September 30, 2003 and (iii) 32,000 shares of common stock reserved for issuance upon the exercise of
warrants outstanding as of September 30, 2003 at a weighted average exercise price of $2.50 per share.
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DESCRIPTION OF COMMON STOCK

        The following description of our capital stock and certain provisions of our certificate of incorporation and bylaws is a summary and is
qualified in its entirety by the provisions of our certificate of incorporation and bylaws.

        The total number of shares of authorized capital stock is 750,000,000, $0.00125 par value per share.
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Common Stock

        As of December 31, 2003, there were 104,526,350 shares of our common stock outstanding. The holders of common stock are entitled to
one vote for each share held of record on all matters submitted to a vote of the stockholders. The holders of common stock are not entitled to
cumulative voting rights with respect to the election of directors, and as a consequence, minority stockholders are not able to elect directors on
the basis of their votes alone. Subject to preferences that may be applicable to any shares of preferred stock issued in the future, holders of
common stock are entitled to receive ratably such dividends as may be declared by the board of directors out of funds legally available therefor.
In the event of a liquidation, dissolution or winding up of our company, holders of the common stock are entitled to share ratably in all assets
remaining after payment of liabilities and the liquidation preference of any then outstanding preferred stock. Holders of common stock have no
preemptive rights and no right to convert their common stock into any other securities. There are no redemption or sinking fund provisions
applicable to the common stock.

Registration Rights of Certain Holders

        Certain of our stockholders have registration rights. Under the agreements between us and the holders of registration rights, we are required
to maintain the effectiveness of certain registration statements covering their shares.

Anti-Takeover Effects of Provisions of our Charter and Bylaws

        Our certificate of incorporation and bylaws discourage certain types of transactions involving an actual or potential change in control of our
company which might be beneficial to our company or its stockholders. Our certificate of incorporation requires that any action required or
permitted to be taken by our stockholders must be effected at a duly called annual or special meeting of the stockholders and may not be effected
by a consent in writing. Our bylaws allow special meetings of stockholders to be called only by a majority vote of the board of directors and
impose advance notice requirements and procedures for the submission by stockholders of nominations for the board of directors and
stockholder proposals.

Section 203 of the Delaware General Corporation Law

        We are subject to Section 203 of the Delaware General Corporation Law ("Section 203"), which, subject to certain exceptions, prohibits a
Delaware corporation from engaging in any business combination with any interested stockholder for a period of three years following the date
that such stockholder became an interested stockholder, unless: (i) prior to the date the stockholder became an interested stockholder, the board
of directors of the corporation approved either the business combination or the transaction that resulted in the stockholder becoming an
interested holder; (ii) upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested
stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced, excluding for purposes
of determining the number of shares outstanding those shares owned (a) by persons who are directors and also officers and (b) by employee
stock plans in which employee participants do not have the right to determine confidentially
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whether shares held subject to the plan will be tendered in a tender or exchange offer; or (iii) on or subsequent to the date the stockholder
became an interested stockholder, the business combination is approved by the board of directors and authorized at an annual or special meeting
of stockholders, and not by written consent, by the affirmative vote of at least 662/3% of the outstanding voting stock which is not owned by the
interested stockholder.

        In general, Section 203 defines business combination to include: (i) any merger or consolidation involving the corporation and the
interested stockholder, (ii) any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested
stockholder, (iii) subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the
corporation to the interested stockholder, (iv) any transaction involving the corporation that has the effect of increasing the proportionate share
of the stock of any class or series of the corporation beneficially owned by the interested stockholder or (v) the receipt by the interested
stockholder of the benefit of any loans, advances, guarantees, pledges or other financial benefits provided by or through the corporation. In
general, Section 203 defines interested stockholder as an entity or person beneficially owning 15% or more of the outstanding voting stock of the
corporation and any entity or person affiliated with or controlling or controlled by such entity or person.

Transfer Agent and Registrar

        The Transfer Agent and Registrar for our common stock is Equiserve Trust Company, N.A. Its address is 150 Royall Street, Canton, MA
02021, and its telephone number is (781) 575-2388.
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UNDERWRITING

        We are offering the shares of common stock described in this prospectus supplement through Banc of America Securities LLC. Pursuant to
an underwriting agreement, we sold to the underwriter, and the underwriter purchased from us, all of the shares of common stock in this
offering.

        We have granted the underwriter an option to buy up to 1,815,000 additional shares of common stock at the same price per share as it is
paying for the shares listed on the cover of this prospectus supplement. These additional shares would cover sales of shares by the underwriter
which exceed the number of shares specified on the cover of this prospectus supplement. The underwriter may exercise this option at any time
prior to February 8, 2004. If purchased, the additional shares will be sold by the underwriter on the same terms as those on which the other
shares are sold. We will pay the expenses associated with the exercise of this option.

        The underwriter will offer the 12,100,000 shares of common stock for sale from time to time in one or more transactions (which may
include block transactions), in negotiated transactions or otherwise, or a combination of those methods of sale, at market prices prevailing at the
time of sale, at prices related to prevailing market prices or at negotiated prices.

        The underwriter may do so by selling the shares of common stock to or through dealers, who may receive compensation in the form of
discounts, concessions or commissions from the underwriter and/or the purchasers of the shares of common stock. In connection with the sale of
the shares of common stock, the underwriter may be deemed to have received compensation from us in the form of discounts and may also
receive commissions from the purchasers of the shares of common stock. Any discounts or commissions received by the underwriter or any
dealer participating in the distribution of the shares of common stock and any profit on the resale of the shares of common stock by them may be
deemed to be underwriting discounts or commissions.

        The underwriter purchased the shares of common stock from us at $39.25 per share (representing $474,925,000 aggregate proceeds to us,
before deducting our expenses of approximately $750,000). The underwriting agreement provided that the underwriter was obligated to purchase
all the 12,100,000 shares of common stock if any are purchased. The shares of common stock are offered subject to a number of conditions,
including the underwriter's right to reject orders in whole or in part.

        Our common stock is traded on The Nasdaq National Market under the symbol "UTSI."

        In connection with this offering, the underwriter may engage in activities that stabilize, maintain or otherwise affect the price of our
common stock, including:

�
stabilizing transactions;

�
short sales; and

�
purchases to cover positions created by short sales.

        Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a decline in the market price of our
common stock while this offering is in progress. Stabilizing transactions may include making short sales of our common stock, which involves
the sale by the underwriter of a greater number of shares of common stock than it is required to purchase in this offering, and purchasing shares
of common stock from us or on the open market to cover positions created by short sales. Short sales may be "covered" shorts, which are short
positions in an amount not greater than the underwriter's over-allotment option referred to above, or may be "naked" shorts, which are short
positions in excess of that amount.

        The underwriter may close out any covered short position by either exercising its over-allotment option, in whole or in part, or by
purchasing shares in the open market. In making this determination, the underwriter will consider, among other things, the price of shares
available for purchase in the
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open market as compared to the price at which it may purchase shares through the over-allotment option.

        A naked short position is more likely to be created if the underwriter is concerned that there may be downward pressure on the price of the
common stock in the open market that could adversely affect investors who purchased in this offering. To the extent that the underwriter creates
a naked short position, it will purchase shares in the open market to cover the position.

        These activities by the underwriter may have the effect of raising or maintaining the market price of our common stock or preventing or
retarding a decline in the market price of our common stock. As a result of these activities, the price of our common stock may be higher than
the price that otherwise might exist in the open market. If the underwriter commences these activities, it may discontinue them at any time. The
underwriter may carry out these transactions on The Nasdaq National Market, in the over-the-counter-market or otherwise.

        We have agreed that, prior to April 8, 2004, we will not, without the prior written consent of Banc of America Securities LLC, (i) directly
or indirectly, offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any option,
right or warrant to purchase or otherwise transfer or dispose of any share of our common stock or any securities convertible into or exercisable
or exchangeable for our common stock or file any registration statement under the Securities Act of 1933 with respect to any of the foregoing or
publicly disclose the intention to do any of the foregoing or (ii) enter into any swap or any other agreement or any transaction that transfers, in
whole or in part, directly or indirectly, the economic consequence of ownership of our common stock, whether any such swap or transaction
described in clause (i) or (ii) above is to be settled by delivery of our common stock or such other securities, in cash or otherwise. However, such
restrictions shall not apply to (A) the shares that we could be required to sell pursuant to the underwriter's over-allotment option, (B) any shares
of our common stock issued by us upon the exercise of an option or warrant or the conversion of a security outstanding on the date hereof and
referred to in this prospectus supplement or the accompanying prospectus or in documents incorporated herein or therein by reference, (C) any
shares of our common stock issued or options to purchase our common stock granted pursuant to our existing employee benefit plans referred to
in this prospectus supplement or the accompanying prospectus or in documents incorporated herein or therein by reference, (D) any shares of our
common stock issued pursuant to any non-employee director stock plan or dividend reinvestment plan, (E) any shares of our common stock or
securities convertible into or exchangeable for our common stock issued in connection with acquisitions (by purchase, merger or otherwise) of
other entities (or substantially all of the assets or operations of other entities) if the recipients of such securities each executes a lockup
agreement with the underwriters in form and substance substantially similar to the lockup set forth in the paragraph below and (F) the filing of
registration statements on Form S-8.

        Our executive officers and directors and SOFTBANK America Inc. have agreed, subject to certain exceptions, that prior to April 8, 2004,
they will not, directly or indirectly, (i) offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option to contract
to sell, grant any option, right or warrant for the sale of, or otherwise dispose of or transfer any shares of our common stock or any securities
convertible into or exchangeable or exercisable for our common stock or any securities convertible into or exchangeable or exercisable for our
common stock, or file any registration statement under the Securities Act with respect to any of the foregoing or (ii) enter into any swap or any
other agreement or any transaction that transfers, in whole or in part, directly or indirectly, the economic consequence of ownership of our
common stock, whether any such swap or transaction is to be settled by delivery of our common stock or other securities, in cash or otherwise,
without, in each case, the prior written consent of Banc of America Securities LLC. However, such restrictions shall not apply to (A) pledges by
SOFTBANK of some or all of its shares of our common stock to Citibank pursuant to a loan agreement between SOFTBANK and Citibank
dated as of April 17, 2003 and the
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sale by Citibank of those shares following any default on such loan and (B) sales of any shares of common stock by our executive officers and
directors pursuant to plans adopted under Rule 10b5-1 under the Securities Exchange Act of 1934 at predetermined trading prices and quantities.

        We will indemnify the underwriter against some liabilities, including liabilities under the Securities Act of 1933. If we are unable to
provide this indemnification, we will contribute to payments the underwriter may be required to make in respect of those liabilities.

        The underwriter and its affiliates have provided, and may in the future provide, various investment banking, commercial banking and other
financial services for us for which services they have received, and may in the future receive, customary fees.

LEGAL MATTERS

Edgar Filing: UTSTARCOM INC - Form 424B5

28



        Shearman & Sterling LLP, Menlo Park, California, will opine for us as to the validity of the offered shares. Davis Polk & Wardwell, Menlo
Park, California, is representing the underwriter. Carmen Chang, a partner of Shearman & Sterling LLP, is our Assistant Secretary. In addition,
Carmen Chang beneficially owns shares of our common stock.

EXPERTS

        The consolidated financial statements incorporated in this prospectus by reference to the Annual Report on Form 10-K for the year ended
December 31, 2002, as amended by Form 10-K/A (Amendment No. 1), have been so incorporated in reliance on the report of
PricewaterhouseCoopers LLP, independent accountants, given on the authority of said firm as experts in auditing and accounting.

        The consolidated financial statements of CommWorks (an operating segment of 3Com Corporation) for the nine months ended
February 28, 2003 and the years ended May 31, 2002 and June 1, 2001 incorporated by reference in this prospectus supplement from the Current
Report on Form 8-K/A of UTStarcom, Inc. dated July 10, 2003 have been audited by Deloitte & Touche LLP, independent auditors, as stated in
their report, which is incorporated by reference herein, and have been so incorporated in reliance upon the report of such firm given upon their
authority as experts in accounting and auditing.
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PROSPECTUS

        We may offer and sell, from time to time, in one or more offerings, the common stock described in this prospectus, for an aggregate
offering price of up to $500,000,000.

        This prospectus may not be used to sell our common stock unless accompanied by a prospectus supplement. We urge you to read
carefully this prospectus and the accompanying prospectus supplement before you make your investment decision.

        Our common stock trades on the Nasdaq National Market under the symbol "UTSI".

Investing in our common stock involves risks. You should carefully consider the risk factors set forth in the applicable supplement
to this prospectus before investing in any securities that may be offered. See "Risk Factors" on page 1.

The date of this prospectus is August 25, 2003
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         You should rely only on the information contained or incorporated by reference in this prospectus and any prospectus supplement. We
have not authorized anyone else to provide you with different information. If anyone provides you with different or inconsistent information,
you should not rely on it. We are offering to sell securities and soliciting offers to buy securities only in jurisdictions where offers and sales are
permitted. You should assume that the information appearing in this prospectus and information incorporated by reference into this prospectus,
is accurate only as of the date of the documents containing the information.

i

ABOUT THIS PROSPECTUS

        This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or the SEC, using the SEC's
shelf registration rules. Under the shelf registration rules, using this prospectus, together with a prospectus supplement, we may sell from time to
time, in one or more offerings, up to $500,000,000 of our common stock.

        In this prospectus we use the terms "UTStarcom," "we," "us," and "our" to refer to UTStarcom, Inc., a Delaware corporation, and its
consolidated subsidiaries, unless otherwise specified.

        This prospectus provides you with a general description of the securities we may sell. Each time we sell securities under this prospectus, we
will provide a prospectus supplement that will contain specific information about the terms of that offering. The prospectus supplement may also
add, update or change information contained in this prospectus. If so, the prospectus supplement should be read as superseding this prospectus.
You should read this prospectus, the applicable prospectus supplement and the additional information described below under "Where You Can
Find More Information."

WHERE YOU CAN FIND MORE INFORMATION

        We file annual, quarterly and special reports, proxy statements and other information with the SEC. You may read and copy any reports,
statements or other information we file with the SEC at its public reference room at Room 1024, Judiciary Plaza, 450 Fifth Street, N.W.,
Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public reference room. Our SEC filings are also
available to the public over the Internet, through a database maintained by the SEC at http://www.sec.gov.

        We filed a registration statement on Form S-3 to register with the SEC the securities described in this prospectus. This prospectus is part of
that registration statement. As permitted by SEC rules, this prospectus does not contain all the information contained in the registration statement
or the exhibits to the registration statement. You may refer to the registration statement and accompanying exhibits for more information about
us and our securities.

        The SEC allows us to incorporate by reference into this document the information we have filed, or will file, with the SEC. This means that
we can disclose important business, financial and other information to you by referring you to other documents separately filed with the SEC.
Information that we file later with the SEC will automatically update and supersede this information. We incorporate by reference the documents
listed below:

1.
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Our Annual Report on Form 10-K for the fiscal year ended December 31, 2002, filed February 21, 2003, including the
information incorporated by reference from our definitive proxy statement relating to our 2003 annual meeting of
stockholders;

2.
Our Quarterly Reports on Form 10-Q for the fiscal quarter ended March 31, 2003, filed May 12, 2003, and the fiscal quarter
ended June 30, 2003, filed August 4, 2003;

3.
Our Current Reports on Form 8-K (i) dated March 6, 2003 (filed March 7, 2003), (ii) dated and filed March 7, 2003,
(iii) dated May 23, 2003 (filed June 4, 2003, as amended on July 10, 2003) and (iv) dated and filed July 10, 2003; and

4.
The description of our common stock contained in our Registration Statement on Form 8-A, filed with the Securities and
Exchange Commission on February 23, 2000, and any further amendment or report filed hereafter for the purpose of
updating any such description.

        We also incorporate by reference all future filings we make with the SEC under Sections 13(a), 13(e), 14 or 15(d) of the Securities and
Exchange Act of 1934 on or (1) after the date of the filing of the registration statement containing this prospectus and prior to the effectiveness
of such registration

ii

statement and (2) after the date of this prospectus and prior to the termination of the offering made hereby. Unless otherwise expressly specified
in a prospectus supplement provided with this prospectus, we do not incorporate by reference any information furnished to the SEC in any
Current Report on Form 8-K.

        You may request a copy of these filings, at no cost, by writing or telephoning us at the following address:

UTStarcom, Inc.
1275 Harbor Bay Parkway
Alameda, California 94502
Attn: Manager, Investment Relations
(510) 864-8800

        You should only rely on the information contained or incorporated by reference in this prospectus and any prospectus supplement. We have
not authorized any other person to provide you with different information. If anyone provides you with different or inconsistent information you
should not rely on it. We are not making an offer to sell these securities in any jurisdiction where the offer and sale is not permitted. You should
assume that the information appearing in this prospectus and information incorporated by reference into this prospectus is accurate only as of the
date of the documents containing the information. Our business, financial condition, results of operation and prospects may have changed since
that date.

FORWARD-LOOKING STATEMENTS

        This prospectus and the documents incorporated by reference herein include forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These statements are based on
information that is currently available to management. We intend such forward-looking statements to be covered by the safe harbor provisions of
the Private Securities Litigation Reform Act of 1995, and we are including this statement for purposes of complying with those provisions.

        The forward-looking statements include, without limitation, those concerning the following:

�
our expectations as to the nature of possible trends;

�

Edgar Filing: UTSTARCOM INC - Form 424B5

31



the manner in which customers in Chinese provinces negotiate for the purchase of our products;

�
our expectation regarding continued growth in our business and operations;

�
our expectation that our PAS network access system will continue to be allowed in China's county-level cities and counties;

�
our expectation concerning the anticipated cost and completion date of our new Hangzhou manufacturing facility;

�
our expectations regarding the integration and future performance of the assets we recently acquired from 3Com
Corporation;

�
our expectation that there will be fluctuations in our overall gross profit, gross margin, product mix, quarter to quarter
results, customer base and selling prices;

�
our plans for expanding the direct sales organization and our selling and marketing campaigns and activities;

�
our expectation that there will be increases in selling, marketing, research and development, general and administrative
expenses;

iii

�
our expectation that we will continue to invest significantly in research and development;

�
our expectation that we will fill the majority of our current backlog orders;

�
our expectation regarding our future investments; and

�
our expectation that existing cash and cash equivalents will be sufficient to finance our operations for at least the next
12 months.

        Additional forward-looking statements may be identified by terminology such as "may," "will," "expect," "believe," "plan," "anticipate,"
"estimate," "intend," "potential" or "continue," or the negative thereof or other comparable terminology, as they relate to us or our management.
Investors are cautioned not to unduly rely on such forward-looking statements when evaluating the information presented in these documents.
These statements are subject to risks and uncertainties that may cause actual results and events to differ materially. The factors that could cause
our actual financial results to differ materially from those projected, forecasted or estimated by us in forward-looking statements are contained in
the documents incorporated by reference herein, as well as any prospectus supplement provided with this prospectus. We do not guarantee future
results and undertake no obligation to update the forward-looking statements to reflect events or circumstances occurring after the date of this
prospectus.

iv

UTSTARCOM, INC.

        We design, manufacture, and market leading broadband, narrowband, wireless access, softswitch and 3G products which offer a clean
migration path to next-generation Internet Protocol (IP-based) networks. These products support service providers as they evolve their networks
to meet the changing and growing demands of consumers. Providers are migrating voice services from traditional copper-based networks to
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wireless and packet-based networks. The copper-based network itself, once limited to carrying narrowband services, is evolving to support
broadband services. Service providers are also migrating from circuit-based time division multiplex (TDM) services to packet-based services.
Because we engineer our solutions with migration needs in mind, service providers can implement them quickly and cost effectively.

        We provide a range of next-generation wireless and wireline network service products that support widely adopted international standards
and protocols, so service providers can easily integrate them into existing networks and deploy them in new networks.

        We are committed to offering products that make our customers more competitive and more successful. Service providers use our
integrated suite of products to attract a wide range of customers by offering a wider selection of efficient and expandable voice, data and Internet
access services. Because we offer cost-effective deployment, we believe our products enable service providers to generate more revenue per
customer by offering a variety of additional services.

        Our range of wireless products enables service providers to sell highly affordable wireless communications services to the large population
of users whose needs are not met by existing fixed line and cellular services. Our products also make it easy for service providers to offer value
added services for a nominal amount or at no additional cost to themselves and for only a small incremental cost to their customers.
Furthermore, because our products offer a migration path, service providers can easily add new wireless services and additional revenue streams
while maintaining the value of their previous technology investments.

        We were incorporated in Delaware as Unitech Industries, Inc. in 1991. In 1994, we changed our name to Unitech Telecom, Inc. In 1995, we
acquired StarCom Network Systems, Inc. and changed our name to UTStarcom, Inc.

        Our corporate headquarters are located at 1275 Harbor Bay Parkway, Alameda, California 94502 and our telephone number is
(510) 864-8800.

RISK FACTORS

        Investing in our common stock may involve a high degree of risk. These risks will be set forth in a prospectus supplement relating to the
securities to be offered by that prospectus supplement. You should carefully consider the important factors set forth under the heading "Risk
Factors" in the applicable supplement to this prospectus as well as in the documents incorporated by reference herein before investing in any
securities that may be offered.

USE OF PROCEEDS

        Unless indicated otherwise in the applicable prospectus supplement, we expect to use the net proceeds from the sale of our common stock
for general corporate purposes, including, but not limited to, acquisitions, repayment or refinancing of borrowings, working capital, capital
expenditures or investments. Additional information on the use of net proceeds from the sale of common stock offered by this prospectus may be
set forth in the prospectus supplement relating to such offering.

1

DESCRIPTION OF OUR COMMON STOCK

        The following description of our common stock and certain provisions of our certificate of incorporation and bylaws is a summary and is
qualified in its entirety by the provisions of our certificate of incorporation and bylaws.

        The total number of shares of authorized common stock is 250,000,000, $0.00125 par value per share.

General

        As of June 30, 2003, there were 101,923,611 shares of our common stock outstanding. The holders of common stock are entitled to one
vote for each share held of record on all matters submitted to a vote of the stockholders. The holders of common stock are not entitled to
cumulative voting rights with respect to the election of directors, and as a consequence, minority stockholders are not able to elect directors on
the basis of their votes alone. Subject to preferences that may be applicable to any shares of preferred stock issued in the future, holders of
common stock are entitled to receive ratably such dividends as may be declared by the board of directors out of funds legally available therefor.
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In the event of a liquidation, dissolution or winding up of our company, holders of the common stock are entitled to share ratably in all assets
remaining after payment of liabilities and the liquidation preference of any then outstanding preferred stock. Holders of common stock have no
preemptive rights and no right to convert their common stock into any other securities. There are no redemption or sinking fund provisions
applicable to the common stock.

Registration Rights of Certain Holders

        Certain of our stockholders have registration rights. Under the agreements between us and the holders of registration rights, we are required
to maintain the effectiveness of certain registration statements covering their shares.

Anti-Takeover Effects of Provisions of our Charter and Bylaws

        Our certificate of incorporation and bylaws discourage certain types of transactions involving an actual or potential change in control of our
company which might be beneficial to our company or its stockholders. Our certificate of incorporation requires that any action required or
permitted to be taken by our stockholders must be effected at a duly called annual or special meeting of the stockholders and may not be effected
by a consent in writing. Our bylaws allow special meetings of stockholders to be called only by a majority vote of the board of directors and
impose advance notice requirements and procedures for the submission by stockholders of nominations for the board of directors and
stockholder proposals.

Section 203 of the Delaware General Corporation Law

        We are subject to Section 203 of the Delaware General Corporation Law ("Section 203"), which, subject to certain exceptions, prohibits a
Delaware corporation from engaging in any business combination with any interested stockholder for a period of three years following the date
that such stockholder became an interested stockholder, unless: (i) prior to the date the stockholder became an interested stockholder, the board
of directors of the corporation approved either the business combination or the transaction that resulted in the stockholder becoming an
interested holder; (ii) upon consummation of the transaction that resulted in the stockholder becoming an interested stockholder, the interested
stockholder owned at least 85% of the voting stock of the corporation outstanding at the time the transaction commenced, excluding for purposes
of determining the number of shares outstanding those shares owned (a) by persons who are directors and also officers and (b) by employee
stock plans in which employee participants do not have the right to determine confidentially

2

whether shares held subject to the plan will be tendered in a tender or exchange offer; or (iii) on or subsequent to the date the stockholder
became an interested stockholder, the business combination is approved by the board directors and authorized at an annual or special meeting of
stockholders, and not by written consent, by the affirmative vote of at least 662/3% of the outstanding voting stock which is not owned by the
interested stockholder.

        In general, Section 203 defines business combination to include: (i) any merger or consolidation involving the corporation and the
interested stockholder, (ii) any sale, transfer, pledge or other disposition of 10% or more of the assets of the corporation involving the interested
stockholder, (iii) subject to certain exceptions, any transaction that results in the issuance or transfer by the corporation of any stock of the
corporation to the interested stockholder, (iv) any transaction involving the corporation that has the effect of increasing the proportionate share
of the stock of any class or series of the corporation beneficially owned by the interested stockholder or (v) the receipt by the interested
stockholder of the benefit of any loans, advances, guarantees, pledges or other financial benefits provided by or through the corporation. In
general, Section 203 defines interested stockholder as an entity or person beneficially owning 15% or more of the outstanding voting stock of the
corporation and any entity or person affiliated with or controlling or controlled by such entity or person.

Transfer Agent and Registrar

        The Transfer Agent and Registrar for our common stock is Equiserve Trust Company, N.A. Its address is 150 Royall Street, Canton, MA
02021, and its telephone number is (781) 575-2388.

3

PLAN OF DISTRIBUTION
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        We may sell the common stock described in this prospectus to one or more underwriters for public offering, or to investors directly or
through agents. The name of any such underwriter or agent involved in the offer and sale of the securities, the amounts underwritten and the
nature of its obligation to take the securities will be named in the applicable prospectus supplement. We have reserved the right to sell the
common stock directly to investors on their own behalf in those jurisdictions where they are authorized to do so. The sale of the common stock
may be effected in transactions (a) on any national or international securities exchange or quotation service on which the securities may be listed
or quoted at the time of sale, (b) in the over-the-counter market, (c) in transactions otherwise than on such exchanges or in the over-the-counter
market or (d) through the writing of options.

        This prospectus may also be used in connection with transactions of any type or form, including but not limited to: (a) transactions which
may require our common stock to be delivered at a later date; (b) short sales, borrowings, returns or reborrowings of our common stock pursuant
to stock loan or similar arrangements; (c) the issuance by other issuers of securities that are exchangeable for, or payable in, our common stock;
and (d) the sale of our common stock as hedges by counterparties to derivative or similar transactions.

        Underwriters may offer and sell the common stock at a fixed price or prices that may be changed, at market prices prevailing at the time of
sale, at prices related to such prevailing market prices or at negotiated prices. They may offer the securities on an exchange, which will be
disclosed in the applicable prospectus supplement. We also may, from time to time, authorize dealers, acting as their agents, to offer and sell the
common stock upon such terms and conditions as set forth in the applicable prospectus supplement. In connection with the sale of the common
stock, underwriters may receive compensation from us in the form of underwriting discounts or commissions and may also receive commissions
from purchasers of the securities for whom they may act as agent. Underwriters may sell the securities to or through dealers, and such dealers
may receive compensation in the form of discounts, concessions or commissions from the underwriters or commissions (which may be changed
from time to time) from the purchasers for whom they may act as agents.

        Any underwriting compensation paid by us to underwriters or agents in connection with the offering of the common stock, and any
discounts, concessions or commissions allowed by underwriters to participating dealers, will be set forth in the applicable prospectus
supplement. Dealers and agents participating in the distribution of the common stock may be deemed to be underwriters, and any discounts and
commissions received by them and any profit realized by them on resale of the common stock may be deemed to be underwriting discounts and
commissions under the Securities Act. Underwriters, dealers and agents may be entitled, under agreements entered into with us, to
indemnification against and contribution towards certain civil liabilities, including any liabilities under the Securities Act.

        Until the distribution of the common stock is completed, rules of the SEC may limit the ability of the underwriters to bid for and purchase
the securities. As an exception to these rules, the underwriters are permitted to engage in certain transactions that stabilize the price of the
common stock. Such transactions consist of bids or purchases for the purpose of pegging, fixing or maintaining the price of the common stock. If
the underwriters create a short position in the securities in connection with the offering, that is, if they sell more common stock than are set forth
on the cover page of the applicable prospectus supplement, the underwriters may reduce that short position by purchasing common stock in the
open market. The underwriters may also impose a penalty bid on certain underwriters. This means that if the underwriters purchase the common
stock in the open market to reduce the underwriters' short position or to stabilize the price of the common stock, they may reclaim the amount of
the selling concession from the underwriters who sold those shares of common stock as part of the offering. In general, purchases of a common
stock for the purpose of stabilization or to reduce a short position
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could cause the price of the common stock to be higher than it might be in the absence of such purchases. The imposition of a penalty bid might
also have an effect on the price of a common stock to the extent that it were to discourage resales of the common stock.

        The amount of expenses expected to be incurred by us in connection with any issuance of common stock will be set forth in the prospectus
supplement. Certain of the underwriters, dealers or agents and their associates may engage in transactions with, and perform services for,
UTStarcom and certain of our affiliates in the ordinary course of business.

LEGAL MATTERS

        The validity of the securities issued hereunder will be passed upon for UTStarcom by Shearman & Sterling LLP, Menlo Park, California.
Carmen Chang, a partner of Shearman & Sterling, is our Assistant Secretary. In addition, Carmen Chang beneficially owns shares of our
common stock.

EXPERTS
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        The consolidated financial statements incorporated in this Prospectus by reference to the Annual Report on Form 10-K for the year ended
December 31, 2002 have been so incorporated in reliance on the report of PricewaterhouseCoopers LLP, independent accountants, given on the
authority of said firm as experts in auditing and accounting.

        The consolidated financial statements of CommWorks (an operating segment of 3Com Corporation) for the nine months ended
February 28, 2003 and the years ended May 31, 2002 and June 1, 2001 incorporated by reference in this Prospectus from the Current Report on
Form 8-K/A of UTStarcom, Inc. dated July 10, 2003 have been audited by Deloitte & Touche LLP, independent auditors, as stated in their
report, which is incorporated by reference herein, and have been so incorporated in reliance upon the report of such firm given upon their
authority as experts in accounting and auditing.
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