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INTRODUCTION

Unless the context otherwise requires, in this annual report on Form 20-F:

. We, us, our, and ourcompany refer to UTStarcom Holdings Corp., an exempted company incorporated under
laws of the Cayman Islands in April 2011, and its direct and indirect subsidiaries;

. UTStarcom refers to UTStarcom Holdings Corp.;

. Shares or ordinary shares refers to our ordinary shares, par value $0.00375 per share;

. China or PRC refers to the People s Republic of China, excluding, for the purpose of this annual report, Taiwan,
Hong Kong and Macau; and

. RMB or Renminbi refers to the legal currency of China, JPY or Japanese Yen refers to the legal currency of
Japan,and $ or U.S. dollars refers to the legal currency of the United States.

Names of certain PRC companies provided in this annual report are translated or transliterated from their original PRC legal names.

Discrepancies in any table between the amounts identified as total amounts and the sum of the amounts listed therein are due to rounding.

This annual report on Form 20-F includes our audited consolidated financial statements for the years ended December 31, 2014, 2015 and 2016.

This annual report contains translations of certain Renminbi amounts into U.S. dollars at the rate of RMB6.9430 to $1.00, the noon buying rate
on December 31, 2016, as set forth in the H.10 statistical release of the U.S. Federal Reserve Board. We make no representation that the
Renminbi or U.S. dollar amounts referred to in this annual report could have been or could be converted into U.S. dollars or Renminbi, as the
case may be, at any particular rate or at all. See Item 3. Key Information-D. Risk Factors-Risks Relating to Conducting Business in
China-Fluctuation in the value of the RMB relative to the U.S. dollar could affect our operating results and may have a material adverse effect
on your investment.
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This annual report also contains translations of certain Japanese Yen amounts into U.S. dollars at the rate of JPY116.78 to $1.00, the noon
buying rate on December 31, 2016, as set forth in the H.10 statistical release of the U.S. Federal Reserve Board. We make no representation that
the Japanese Yen or U.S. dollar amounts referred to in this annual report could have been or could be converted into U.S. dollars or Japanese
Yen, as the case may be, at any particular rate or at all. Fluctuation in the value of the Japanese Yen may have a material adverse effect on your
investment. See Item 3. Key Information-D. Risk Factors-Risks Related to Our Business-Currency rate fluctuations may adversely affect our
cash flow and operating results.

Our ordinary shares are listed on the NASDAQ Stock Market, or NASDAQ, under the symbol UTSI . On March 21, 2013, we effected a
one-for-three reverse share split of our ordinary shares. Unless otherwise specified, all share and per share information in this annual report has
been retroactively adjusted to reflect this reverse share split.

On June 24, 2011, we effected a merger, or the Merger, to reorganize the corporate structure of UTStarcom, Inc., a Delaware corporation
incorporated in 1991, and its subsidiaries. The Merger resulted in shares of the common stock of UTStarcom, Inc. being converted into the right
to receive an equal number of ordinary shares in our capital, which were issued by us in connection with the Merger. Following the Merger,
UTStarcom, Inc. became our wholly owned subsidiary and we became the parent company of UTStarcom, Inc. and its subsidiaries. See Item 4.
Information on the Company-C. Organizational Structure for a list of our subsidiaries. We, together with our subsidiaries, continue to conduct
our business in substantially the same manner as was conducted by UTStarcom, Inc. and its subsidiaries. The transaction was accounted for as a
legal re-organization of entities under common control. Accordingly, we have prepared our consolidated financial statements as if the current
corporate structure had been in existence throughout all relevant periods. Our consolidated financial statements prior to the Merger reflect the
financial position, results of operations and cash flows of UTStarcom, Inc. and its subsidiaries. Our consolidated financial statements as of
December 31, 2015 and 2016 and for the years ended December 31, 2014, 2015 and 2016 reflect our financial position, results of operation and
cash flows.
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PART I

ITEM 1-IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not Applicable.

ITEM 2-OFFER STATISTICS AND EXPECTED TIMETABLE

Not Applicable.

ITEM 3-KEY INFORMATION

A. Selected Financial Data

While preparing out financial statements for fiscal year ended December 31, 2016, we identified an error in our historical financial statements as
of December 31, 2015 and for fiscal year then ended (the Restated Period ). Management has considered the impact to current and past financial
statements under the SEC s authoritative guidance on materiality and determined the error was material, and a restatement of the prior financial
statements is required. See Note 1 to our Consolidated Financial Statements included under Item 18 of this Annual Report on Form 20-F. The
restatement reflects adjustments to correct for understating investment impairment and overstating long term investments by approximately $6.5
million.

The following selected consolidated statement of operations data for the years ended December 31, 2014, 2015 and 2016 and the selected
consolidated balance sheet data as of December 31, 2015 and 2016 have been derived from our audited financial statements included elsewhere
in this annual report. The selected consolidated financial data should be read in conjunction with those financial statements and the
accompanying notes and Item 5. Operating and Financial Review and Prospects below. Our consolidated financial statements are prepared and
presented in accordance with United States generally accepted accounting principles, or U.S. GAAP. Our historical results do not necessarily
indicate our results expected for any future periods.

Our selected consolidated statement of operations data for the years ended December 31, 2012 and 2013 and our consolidated balance sheets as
of December 31, 2012, 2013 and 2014 have been derived from our audited consolidated financial statements, which are not included in this
annual report.
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Years Ended December 31,
2016 2015 2014 2013 2012
(Restated)
(in thousands, except per share amount)
Consolidated Statement of Operations
Data:

Net sales (1) $ 86,512 $ 117,103 $ 129,420 $ 164,439 $ 186,728
Gross profit $ 28,356 $ 27,868 $ 22,128 $ 40,220 $ 68,158
Operating income (loss) $ 1,708 $ (4,989 $ (14,073) $ (13,233)  $ (29,543)
Net income (loss) attributable to

UTStarcom Holdings Corp. $ 290 $ 27,158) % (30,264) % (22,721) $ (34,385)
Net income (loss) per share attributable

to UTStarcom Holdings Corp.-Basic (2)  $ 0.01 $ 0.74) $ 0.81) $ 0.58) $ (0.71)
1) On August 31, 2012, we completed the divestiture of IPTV business. Revenue for the year ended

December 31, 2012 related to divestiture IPTV business was $29.5 million. The sales decrease from 2013 to 2016was
mainly caused by lower market demands for old products and we streamlined our business to more focus on
high-gross margin product after we announced new strategy in Jun, 2015.

) On March 21, 2013, we effected a one-for-three reverse share split of our ordinary shares. As a result, our
authorized share capital was amended by the consolidation of 750,000,000 ordinary shares of US$0.00125 par value
each into 250,000,000 ordinary shares of US$0.00375 par value. Net income (loss) per share attributable to
UTStarcom Holding Corp. (basic and diluted) for 2012 through 2013 have been recomputed to reflect retroactively the
one-for-three reverse share split.
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Years Ended December 31,
2016 2015 2014 2013 2012
(Restated)
(in thousands)
Consolidated Balance Sheet Data:
Cash and cash equivalents $ 83,922 $ 77,050 $ 77,824 $ 107,773 $ 179,880
Working capital $ 75,850 $ 63,818 $ 76,383 $ 107,935 $ 196,372
Total assets $ 178,703 $ 198,379 $ 279,063 $ 366,967 $ 488,091
Total short-term debt $ $ $ $ $
Long-term debt $ $ $ $ $
Total UTStarcom Holdings Corp.
shareholders equity $ 82,741 $ 83,777 $ 115,329 $ 150,380 $ 215,842

B. Capitalization and Indebtedness

Not Applicable.

C. Reasons for the Offer and Use of Proceeds

Not Applicable.

D. Risk Factors

Risks Related To Our Business

We have a history of operating losses and may not have enough liquidity to execute our business plan or to continue our operations without
obtaining additional funding or selling additional securities. We may not be able to obtain additional funding under commercially
reasonable terms or issue additional securities.

We reported net income attributable to UTStarcom Holdings Corp. of $0.3 million, and net loss attributable to UTStarcom Holding Corp. of
$27.2million (restated) and $30.3 million for the years ended December 31, 2016, 2015 and 2014, respectively. As of December 31, 2016, we
had $83.9 million in cash or cash equivalents. Our management considered our current financial status, business operation, market strategy, and
products development in the next twelve months dated after report issuance date and believes that we will have sufficient liquidity to finance
our anticipated operations, capital expenditure requirements and new business acquisitions and investments, as well as achieve projected cash
collections from customers and contain expenses and cash used in operations in the next twelve months dated after report issuance date.
However, we may not achieve such operating performance and our management expects to continue to implement our liquidity plans, including
reducing operating expenses and improving cash collections and receivable turnover. However, if we cannot successfully implement our
liquidity plans, it may be necessary for us to make significant changes to our business plans and strategy to maintain adequate liquidity. In

10
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addition, various other factors may negatively impact our liquidity, such as:

e  our inability to achieve planned operating results, which may increase liquidity requirements beyond those
considered in our business plans;

e  our growth initiatives, which may increase liquidity requirements beyond those considered in our business plans;

e changes in our business conditions or the financial markets that could limit our access to existing credit facilities
or make new sources of financing more-costly or commercially unviable; and

e changes in China s currency exchange control regulations, which could limit our ability to access cash outside of
China to meet liquidity requirements for our operations in China, or vice-versa.

Although our management has developed liquidity plans, we may have difficulty maintaining existing relationships or developing new
relationships with suppliers or vendors as a result of our current financial condition. Our suppliers may choose to provide products or services to
us on more stringent payment terms than those currently in place, such as requiring advance payment or payment upon delivery, which may have
a negative impact on our short-term cash flows, and in turn materially and adversely affect our ability to retain current customers, attract new
customers and maintain contracts that are critical to our operations.

11
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If we cannot meet our liquidity needs through improved operating results, we may need to obtain additional financing from financial institutions
or other third parties. However, we may not be able to obtain financing under commercially reasonable terms, or at all. Additionally, we may not
be able to sell additional securities to meet our liquidity needs, and any such sale of securities would dilute the ownership of our shareholders.

Our strategic plan may not be successful, which may materially and adversely affect our financial results.

On June 5, 2015, we announced a strategic plan to build on our past transition initiatives, further streamline our business model, focus on
profitable broadband products and markets, and continue to monetize our investments. We expect that this strategic plan will in time result in a
modified revenue profile and improve our margins. However, we may not be successful in reducing the costs, improving the efficiencies, or
expanding our margins. If our current or future strategic plans for the business of our company are not as successful as originally anticipated, or
at all, our company, financial prospects and results of operations may be materially and adversely affected.

Our cost-reduction initiatives and restructuring plans may not result in anticipated savings or more efficient operations. Our restructuring
may disrupt our operations and adversely affect our operations and financial results.

In the past several years, we had certain cost-reduction initiatives and restructuring plans. However, our restructuring may not improve our
results of operations and cash flows as we anticipated. Our inability to realize the benefits of our cost-reduction initiatives and restructuring
plans may result in an ineffective business structure that could negatively impact our results of operations. In addition to severance and other
employee-related costs, our restructuring plans may also subject us to litigation risks and expenses.

Our restructuring may also have other adverse consequences, such as employee attrition beyond our planned reduction in workforce, the loss of
employees with valuable knowledge or expertise, a negative impact on employee morale and gains in competitive advantages by our
competitors. Our restructuring may also place increased demands on our personnel and could adversely affect our ability to attract and retain
talent, develop and enhance our products and services, service our existing customers, achieve our sales and marketing objectives and perform
our accounting, finance and administrative functions.

We may undertake future cost-reduction initiatives and restructuring plans that may materially and adversely impact our operations. If we do not
realize the anticipated benefits of any future restructurings, our operations and financial results could be adversely affected.

Changes in our management may cause uncertainty in, or be disruptive to, our business. Certain of our directors and management team
members have been with us in those capacities for only a short time.

We have experienced significant changes in our management and our Board of Directors in recent years. For example, in 2014, we appointed a
new Chairman of the Board and a new chief financial officer, as well as a new independent director. Additionally, in 2016, we appointed a new
chief executive officer, a new chief operating officer and a new director to the board. Although we have endeavored to implement any director
and management transition in as non-disruptive a manner as possible, any such transition might impact our business, and give rise to uncertainty
among our customers, investors, vendors, employees and others concerning our future direction and performance, which may materially and

12
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adversely affect our business, financial condition, results of operations and cash flows, and our ability to execute our business model.

In addition, because certain members of our management and board of directors have served in their respective capacities for only limited
durations, we face the additional risks that these persons:

e have limited familiarity with our past practices;

e lack experience in communicating effectively within our team and with other employees and directors;

e lack settled areas of responsibility; and

e lack established track records in managing our business strategy.

13
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We rely on a Japanese customer for a significant portion of our net sales. Any deterioration of our relationship or any interruption to our
ongoing collaboration with this customer may significantly harm our business, financial condition and results of operations.

A significant portion of our net sales is derived from a Japanese customer, SoftBank Corp. and its related entities (collectively Softbank ), which
previously was one of our principal shareholders. On January 14, 2014, Softbank sold all of our shares held by it to us and one of our other
shareholders. In 2015 and 2016, our net sales to Softbank totaled approximately $55.2 million and $43.2 million, respectively, representing
approximately 47% and 50%, respectively, of our total net sales in 2015 and 2016. We anticipate that our dependence on Softbank will continue
for the foreseeable future. Consequently, any one of the following events may cause material fluctuations or declines in our net sales or liquidity
position and have a material adverse effect on our financial condition and results of operations:

e changes in the regulatory environment in Japan that adversely affect the Softbank businesses that we supply;

e changes in the commercial environment in Japan that adversely affect the Softbank businesses we supply;

e Softbank s collaborations with our competitors;

e reduction, delay or cancellation of contracts from Softbank;

e the success of Softbank s business utilizing our products; and

e failure of Softbank to make timely payment for our products and services.

Although we have collaborated with Softbank since 2008, Softbank may not continue working with us in the future, whether due to changes in
management preferences, business strategy, corporate structure or other factors. On January 14, 2014, Softbank sold its entire stake in our
Company, consisting of 4,883,875 ordinary shares. We repurchased 3,883,875 ordinary shares, and Shah Capital Opportunity Fund LP, one of
our shareholders, purchased 1,000,000 ordinary shares, for a price of $2.54 per ordinary share. After the consummation of the transaction,
Softbank was no longer a related party. Our failure to continue collaborating with Softbank may adversely affect our business, financial
conditions and results of operations.

We have a rapidly evolving business model, and if our new product and service offerings fail to attract or retain customers or generate
revenue, our growth and operating results could be harmed.

14
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We have a rapidly evolving business model and are regularly exploring entry into new market segments and introduction of new products,
features and services with respect to which we may have limited experience. In the past, we have added additional types of services and product
offerings, and in some cases, we have modified or discontinued those offerings. We may continue to offer additional types of products or
services in the future, but these products and services may not be successful. The additions and modifications to our business have increased its
complexity and may present new and significant technological challenges, as well as strains on our management, personnel, operations, systems,
technical performance, financial resources, and internal financial control and reporting functions. The future viability of our business will
depend on the success of our new business model and product and service offerings, and if they fail to attract or retain customers or generate
revenue, our growth and operating results could be materially and adversely affected.

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

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. Factors that may affect our future operating results include:

e the timing and size of the orders for our products;

e  customer acceptance of new products we may introduce to market;

e changes in the growth rate of customer purchases of communications services;

e lengthy and unpredictable sales cycles associated with sales of our products;

e unpredictable revenue recognition timing, which is based primarily on customer acceptance of delivered
products;

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

e quality issues resulting from the design or manufacture of the products, or from the software used in the products;

15
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e cash collection cycles in the markets where we operate;

e reliance on product, software and component suppliers which may constitute a sole source of supply or may have
going concern issues;

e the decline in business activity we typically experience during the Lunar New Year holiday in China, which leads
to decreased sales and collections during our first fiscal quarter;

e issues that might arise from divestiture of non-core assets or operations or the integration of acquired entities and
the inability to achieve expected results from such divestitures or acquisitions;

e shifts in our product mix or market focus; and

e availability of adequate liquidity to implement our business plan.

As aresult of these and other factors, period-to-period comparisons of our operating results are not necessarily meaningful or indicative of future
performance. In addition, the factors noted above may make it difficult for us to forecast our future financial performance. Furthermore, it is
possible that in some future quarters our operating results will fall below our internal forecasts, public guidance or the expectations of securities
analysts or investors, which may adversely affect the trading price of our ordinary shares.

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

We currently face and will continue to face intense competition from both domestic and international companies in our target markets, many of
which may operate under lower cost structures and have much larger sales forces than we do. Additionally, other companies not presently
offering competing products may also enter our target markets. 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 be able to offer significant financing arrangements to service
providers, which may give them a competitive advantage in selling systems to service providers with limited financial resources. In many of the
developing markets in which we operate or intend to operate, relationships with local governmental telecommunications agencies are important
to establish and maintain through permissible means. In many such markets, our competitors may have or be able to establish better relationships
with local governmental telecommunications agencies than we have, which could result in their ability to influence governmental policy
formation and interpretation to their advantage. Additionally, our competitors might have better relationships with their third party suppliers and
obtain component parts at reduced rates, allowing them to offer their end products at reduced prices. Moreover, the telecommunications and data
transmission industries have experienced significant consolidation, and we expect this trend to continue. Increased customer concentration may

16
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increase our reliance on larger customers and our bargaining position and profit margins may suffer.

Increased competition is likely to result in price reductions, reduced profit margin and loss of market share, any one of which could materially
harm our business, cash flows and financial condition. In order to remain competitive, we must continually reduce the cost of manufacturing our
products through design and engineering changes and other cost control measures. 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 profit margin, which would cause our financial results to suffer.

To remain competitive, we may enter into contracts with low profitability or even anticipated losses if we believe it is necessary to establish a
relationship with a customer or a presence in a market that we consider important to our strategy. Entering into a contract with an anticipated
loss requires us to recognize a provision for the entire loss in the period in which it becomes evident rather than in later periods in which contract
performance occurs. Entering into contracts with low gross margins adversely affects our reported results when the revenues from such contracts
are recognized.

The average selling prices of our products may decrease, which may reduce our revenues and our gross profit.

The average selling prices of our products may decrease in the future in response to product introductions by us or our competitors or other
factors, including price pressures from customers. Sales of products with low gross profit margins may adversely affect our profitability and
result in losses with respect to such products. Therefore, we must continue to develop, source 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, or the failure of consumers or our
direct customers to accept such new products, could cause our revenues and profitability to decline.
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Our market is subject to rapid technological change and we must continually introduce new products and product enhancements that
achieve market acceptance to compete effectively.

The market for broadband equipment is characterized by rapid technological developments, frequent new product introductions, changes in
consumer preferences and evolving industry and regulatory standards. Our success will depend in large part on our ability to enhance our
technologies and develop and introduce new products and product enhancements that anticipate changing service provider requirements,
technological developments and evolving consumer preferences. We may need to make substantial capital expenditures and incur significant
R&D expenses to develop and introduce new products and enhancements. If we fail to develop and introduce new products or enhancements to
existing products that effectively respond to technological change on a timely basis, our business, financial condition and results of operations
could be materially and adversely affected.

Certain of our products are subject to rapid changes in standards, applications and technologies. Moreover, from time to time, we or our
competitors 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 charges for inventory obsolescence
reserves. 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:

e our ability to obtain necessary approvals from regulatory organizations within the countries in which we operate
and for any new technologies that we introduce;

e the length of time it takes service providers to evaluate our products, causing the timing of purchases to be
unpredictable;

e the compatibility of our products with legacy technologies and standards existing in previously deployed network
equipment;

e our ability to attract customers who may have pre-existing relationships with our competitors;

e product pricing relative to performance;

e the level of customer service available to support new products; and

18
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e the timing of new product introductions meeting demand patterns.

If our products fail to obtain market acceptance in a timely manner, our business and results of operations could be materially and adversely
affected.

We purchase certain key components and materials used in our products from authorized distributors of sole source suppliers. If we cannot
secure adequate supplies of high quality products at competitive prices or in a timely manner, our competitive position, reputation and
business could be harmed.

We purchase certain key components and materials, such as chipsets, used in our products from authorized distributors of sole source suppliers.
We do not have direct contractual arrangements with the sole source suppliers of chipsets used in our products. If we are unable to obtain
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. From time to time, there may be shortages of certain products or components. Moreover,
the components and materials we purchase may be inferior quality products. If an inferior quality product supplied by a third party is used in our
end product and causes a problem, our end product may be deemed responsible and our competitive position, reputation and business

could suffer.

Our ability to source a sufficient quantity of high-quality, cost-effective components used in our products may also be limited by import
restrictions and duties in the foreign countries where we manufacture our products. We require a significant number of imported components to
manufacture our products, and these imported components may be limited by a variety of permit requirements, approval procedures, patent
infringement claims, import duties and licensing requirements. Moreover, import duties on such components increase the cost of our products
and may make them less competitive.

Our multinational operations may strain our resources and subject us to various economic, political, regulatory and legal risks.

We market and sell our products globally. Our existing multinational operations require significant management attention and financial
resources. To continue to manage our global business, we will need to continue to take various actions, including:

e enhancing management information systems, including forecasting procedures;

o further developing our operating, administrative, financial and accounting systems and controls;
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e managing our working capital and sources of financing;

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

e successfully consolidating a number of functions in China to eliminate functional duplication;

e retaining, training and managing our employee base;

e reorganizing our business structure to allocate and utilize our internal resources more effectively;

e improving and sustaining our supply chain capability; and

e managing both our direct and indirect sales channels in a cost-efficient and competitive manner.

If we fail to implement or improve systems or controls or to manage any future growth and transformation effectively, our business could suffer.

Furthermore, our multinational operations are subject to a variety of risks, such as:

e the complexity of complying with a variety of foreign laws and regulations in each of the jurisdictions in which
we operate;

e the complexity of complying with anti-corruption laws in each of the jurisdictions in which we operate, including
United States regulations for foreign operations such as the Foreign Corrupt Practices Act as well as the anti-bribery
and anti-corruption laws of China, Japan and India where we conduct substantial operations. There is rigorous
enforcement of anti-corruption laws in the United States and in China, and the violation of these laws may result in
substantial monetary and even criminal sanctions;
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e difficulty complying with continually evolving and changing global product and communications standards and
regulations for both our end products and their component technology;

e market acceptance of our new products, including longer product acceptance periods in new markets into which
we enter;

e reliance on local original equipment manufacturers, third party distributors, resellers and agents to effectively
market and sell our products;

e unusual contract terms required by customers in developing markets;

e changes to import and export regulations, including quotas, tariffs, licensing restrictions and other trade barriers;

e the complexity of compliance with the varying taxation requirements of multiple jurisdictions;

e evolving and unpredictable nature of the economic, regulatory, competitive and political environments;

e reduced protection for intellectual property rights in some countries;

e longer accounts receivable collection periods; and

e difficulties and costs of staffing, monitoring and managing multinational operations, including but not limited to
internal controls and compliance.

In addition, many of the global markets are less developed, presenting additional economic, political, regulatory and legal risks unique to
developing economies, such as the following:

e customers that may be unable to pay for our products in a timely manner or at all;
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new and unproven markets for our products and the telecommunications services that our products enable;

lack of a large, highly trained workforce;

difficulty in controlling local operations from our headquarters;

variable ethical standards and an increased potential for fraud;
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e unstable political and economic environments; and

e lack of a secure environment for our personnel, facilities and equipment.

In particular, these factors create the potential for physical loss of inventory and misappropriation of 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
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.

Our success depends on our ability to hire and retain qualified personnel, including senior managers. If we are not successful in attracting
and retaining these personnel and in managing key employee turnover, our business will suffer.

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. The loss of a key employee, the failure of a 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.

Notwithstanding our recent workforce restructurings, to effectively manage our operations, we will need to recruit, train, assimilate, motivate
and retain qualified employees, especially in China. Competition for qualified employees is intense, and the process of recruiting personnel in all
fields, including technology, research and development, sales and marketing, finance and accounting, administration and management with the
combination of skills and attributes required to execute our business strategy can be difficult, time-consuming and expensive. We must continue
to implement hiring and training processes that are capable of quickly deploying qualified local residents to support our products and services
knowledgeably. Alternatively, if there are an insufficient number of qualified local residents available, we might incur substantial costs
importing expatriates to service new global markets. For example, we have historically experienced and continue to experience difficulty finding
qualified accounting personnel knowledgeable in both U.S. and PRC accounting standards who are PRC residents. In addition, we made changes
within our senior management team in China. If our current senior management in China cannot maintain and/or establish key relationships with
customers, governmental entities and other relevant parties in China, our business may decline significantly. If we fail to attract, hire, assimilate
or retain qualified personnel, our business would be harmed. Our recent layoffs also have an adverse effect on our ability to attract and retain
critical staff. 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.

Currency rate fluctuations may adversely affect our cash flow and operating results.

Our business is subject to risk from changing foreign exchange rates because we conduct a substantial part of our business in a variety of
currencies other than the U.S. dollar. In 2016, a majority of our sales were made in Japan and denominated in Japanese Yen. We also made
significant sales denominated in Indian Rupees and significant purchase denominated in Renminbi. Additionally, we have exposures to
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emerging market currencies, which can have extreme currency volatility. Adverse movements in currency exchange rates may negatively affect
our cash flow and operating results. We recorded a net foreign currency loss of $0.6 million in 2014 a net foreign currency loss of $0.2 million
in 2015, and a net currency gain of $1.5 million in 2016. We currently do not use forward and option contracts to hedge against the risk of
foreign currency rate fluctuation in the eventual net cash inflows and outflows resulting from foreign currency denominated transactions with
customers, suppliers, and non-U.S. subsidiaries. Furthermore, we would be limited in our ability to hedge our exposure to rate fluctuations in
certain currencies, including the Japanese Yen, Renminbi and Indian Rupee, due to PRC-governmental currency exchange control regulations
that restrict currency conversion and remittance. Even if we engage in hedging activities in the future, we may not be successful in minimizing
the impact of foreign currency fluctuations. As a result, fluctuations in foreign currencies may have a material impact on our business, results of
operations and financial condition.

We may not be able to take advantage of acquisition opportunities or achieve the anticipated benefits of completed acquisitions.

We have in the past acquired certain businesses, products and technologies. We 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. To the extent we desire to raise additional funds for purposes not currently included in our business plan (such as taking
advantage of acquisition opportunities, developing new or enhanced products, responding to competitive pressures, or raising capital for
strategic purposes), additional financing for these or other purposes may not be available on acceptable terms or at all. If we raise additional
funds through the issuance of equity securities, our shareholders will experience dilution of their ownership interest, and the newly issued
securities may have rights superior to those of ordinary shares. If we raise additional funds by issuing debt, our ability to meet our debt service
obligations will be dependent upon our future performance, which will be subject to financial, business and other factors affecting our
operations, many of which are beyond our control. Additionally, debt obligations may subject us to limitations on our operations and increased
leverage. In addition, acquisitions involve numerous risks, including difficulties in the assimilation of operations, technologies, products and
personnel of the acquired company; failures in realizing anticipated synergies; diversion of management s attention from other business concerns;
adverse effects on existing business relationships with customers; difficulties in retaining business relationships with suppliers and customers of
the acquired company; risks of entering markets in which we have no direct or limited prior experience; the potential loss of key employees of
the acquired company; unanticipated costs; difficulty in maintaining controls, procedures and policies during the transition and integration
process; failure of our due diligence process to identify significant issues, including issues with respect to product quality, product architecture
and legal and financial contingencies; product development; significant exit charges as impairment charges if products or businesses acquired
are unsuccessful or do not perform as expected; potential future impairment of our acquisitions or investments; potential full or partial write-offs
of acquired assets or investments and associated goodwill; potential expenses related to the amortization of intangible assets; and, in the case of
the acquisition of financially troubled businesses, challenges as to the validity of such acquisitions from third party creditors of such businesses.
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We may be unable to adequately protect against 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
patents issued in the United States and internationally and have pending patent applications internationally. 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 patent and trademark applications. Moreover, we may face difficulties in registering our existing trademarks in new jurisdictions
in which we operate, and we may be forced to abandon or change product or service trademarks because of the unavailability of our existing
trademarks or because of oppositions filed or legal challenges to our trademark filings. The intellectual property protection measures that we
have taken may not be sufficient to prevent misappropriation of our technology or trademarks and our competitors may independently develop
technologies that are substantially equivalent or superior to ours. In addition, the legal systems of many foreign countries do not protect or honor
intellectual property rights to the same extent as the legal system of the United States. For example, in China, the legal system in general, and the
intellectual property regime in particular, are still in the development stage. It may be very difficult, time-consuming and costly for us to attempt
to enforce our intellectual property rights in these jurisdictions.

We may be subject to claims that we infringe the intellectual property rights 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
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, certain contracts with
our key suppliers 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 results of operations and financial condition.

We have been and 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 patents, 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 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.

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, results of operations and financial condition could be materially and
adversely impacted.

We are subject to risks related to our financial and strategic investments in third party businesses.
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From time to time we make financial and/or strategic investments in third party businesses. We cannot be certain that such investments will be
successful. In certain instances, we have lost part or all of the value of such investments, resulting in a financial loss and/or the loss of potential
strategic opportunities. We recognize an impairment charge on our investment when a decline in the fair value of such investment below the cost
basis is judged to be other-than-temporary. In making this determination, we review several factors to determine whether the losses are
other-than-temporary, including but not limited to: (i) the length of time the investment was in an unrealized loss position, (ii) the extent to
which fair value was less than cost, (iii) the financial condition and near term prospects of the issuer, and (iv) our intent and ability to hold the
investment for a period of time sufficient to allow for any anticipated recovery in fair value. For the year ended December 31, 2016 and 2015,
we recorded impairment charges of $5.3 million and $16.3 million (restated) related to investments respectively. If we have to write down or
write off our investments, or if potential strategic opportunities do not develop as planned, our financial performance may suffer. Moreover,
these investments are often illiquid, such that it may be difficult or impossible for us to monetize such investments.

10

26



Edgar Filing: UTSTARCOM HOLDINGS CORP. - Form 20-F

Table of Contents

We could incur asset impairment charges for long-lived assets or long-term investments, which could negatively affect our future operating
results and financial condition.

As of December 31, 2016, we had long-lived assets and long-term investments, and we may have goodwill and intangible assets in the future.
We are required to perform periodic assessments for any possible impairment of long-lived assets and long-term investments for accounting
purposes. We review the recoverability of the carrying value of long-lived assets held and used and long-lived assets to be disposed of whenever
events or changes in circumstances indicate that the carrying value of the assets or asset groups may not be recoverable. Any such charge may
adversely affect our operating results and financial condition.

When determining whether an asset impairment has occurred or calculating such impairment for goodwill, an intangible asset or other long-lived
asset, fair value is determined using the present value of estimated cash flows or comparable market values. Our valuation methodology requires
management to make judgments and assumptions based on projected future cash flows, the timing of such cash flows, discount rates reflecting
the risk inherent in future cash flows, perpetual growth rates, the determination of appropriate comparable entities and the determination of
whether a premium or discount should be applied to these comparable entities. Projections of future operating results and cash flows may vary
significantly from actual results. Changes in estimates and/or revised assumptions impacting the present value of estimated future cash flows or
comparable market values may result in a decrease in fair value of a reporting unit, where goodwill is tested for impairment, or a decrease in fair
value of intangible assets, long-lived assets or asset groups, our acquisitions or investments. The decrease in fair value could result in a non-cash
impairment charge.

Product defect or quality issues may divert management s attention from our business and/or result in costs and expenses that could
adversely affect our operating results.

Product defects or performance quality issues could cause us to lose customers and revenue or to incur unexpected expenses. Many of our
products are highly complex and may have quality deficiencies resulting from the design or manufacture of such product, or from the software
or components used in the product. Often these issues are identified prior to the shipment of the products and may cause delays in market
acceptance of our products, delays in shipping products to customers, or the cancellation of orders. In other cases, we may identify the quality
issues after the shipment of products. In such cases, we may incur unexpected expenses and diversion of resources to replace defective products
or correct problems. Such pre-shipment and post-shipment quality issues could result in delays in the recognition of revenue, loss of revenue or
future orders, and damage to our reputation and customer relationships. In addition, we may be required to pay damages for failed performance
under certain customer contracts, and may receive claims from customers related to the performance of our products.

Business interruptions could adversely affect our business.

Our operations are vulnerable to interruption by fire, earthquake, power loss, telecommunications failure, external interference with our
information technology systems, incidents of terrorism and other events beyond our control that affect us, either directly or indirectly through
one or more of our key suppliers. Also, our operations and markets in China and Japan are located in areas prone to earthquakes. We do not have
a detailed disaster recovery plan, and the occurrence of any events like these that disrupt our business could harm our business and operating
results.
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We may suffer losses with respect to equipment held at customer sites, which could harm our business.

We face the risk of loss relating to our equipment held at customer sites. In some cases, our equipment held at customer sites is under contract,
pending final acceptance by the customer. We generally do not hold title or risk of loss on such equipment, as title and risk of loss are typically
transferred to the customer upon delivery of our equipment. However, we do not recognize revenue and accounts receivable with respect to the
sale of such equipment until we obtain acceptance from the customer. If we do not obtain final acceptance, we may not be able to collect the
contract price or recover this equipment or its associated costs. We hold title and risk of loss on this inventory until the contracts are finalized
and, as such, are subject to any losses incurred resulting from any damage to or loss of this inventory.

If our contract negotiations fail or if the government otherwise delays approving contracts, we may not recover or receive payment for this
inventory. Moreover, our insurance may not cover all losses incurred if our inventory at customer sites not under contract is damaged or
misappropriated prior to contract finalization. If we incur a loss relating to inventory for any of the above reasons, our financial condition, cash
flows, and operating results could be harmed.

11
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Failure to achieve and maintain effective internal control in accordance with Section 404 of the Sarbanes-Oxley Act of 2002 could have a
material adverse effect on our business and share price.

We are subject to reporting obligations under the United States securities laws. The SEC, as required by Section 404 of the Sarbanes-Oxley Act
of 2002, or the Sarbanes-Oxley Act, requires that we establish and maintain an effective internal control structure and procedures for financial
reporting and include a report of management on our internal control over financial reporting in our annual report. Our Annual Report on

Form 20-F must contain an assessment by management of the effectiveness of our internal control over financial reporting and must include
disclosure of any material weaknesses in internal control over financial reporting that we have identified.

As of December 31, 2016, we have identified material weakness in our internal control over financial reporting and have concluded that our
internal controls over financial reporting were not effective as of December 31, 2016. The requirements of Section 404 of the Sarbanes-Oxley
Act are ongoing and also apply to future years. We expect that our internal control over financial reporting will continue to evolve as we
continue in our efforts to transform our business. Although we are committed to continue to improve our internal control processes and we will
continue to diligently and vigorously review our internal control over financial reporting in order to ensure compliance with the Section 404
requirements, any control system, regardless of how well designed, operated and evaluated, can provide only reasonable, not absolute, assurance
that its objectives will be met. In addition, successful remediation of the control deficiencies identified as of December 31, 2016 is dependent on
our ability to hire and retain qualified employees and consultants. Therefore, we cannot be certain that in the future additional material weakness
or significant deficiencies will not exist or otherwise be discovered. See Item 15-Controls and Procedures contained in UTStarcom Holdings
Corp. s Annual Report on Form 20-F for the fiscal year ended December 31, 2016 .

Risks Relating to Conducting Business in China

Uncertainties with respect to China s economic, political and social condition, as well as government policies, could adversely affect our
business and results of operations.

A significant portion of our business operations are conducted in China. Accordingly, our results of operations, financial condition and prospects
are subject to a significant degree to economic, political and legal developments in China. China s economy differs from the economies of most
developed countries in many respects, including with respect to the amount of government involvement, level of development, growth rate,
control of foreign exchange, and allocation of resources. Although the PRC government has implemented measures emphasizing the utilization
of market forces for economic reform, the reduction of state ownership of productive assets, and the establishment of improved corporate
governance in business enterprises, a substantial portion of productive assets in China is still owned by the government. In addition, the PRC
government continues to play a significant role in regulating industry development by imposing industrial policies. The PRC government also
exercises significant control over China s economic growth by allocating resources, controlling payment of foreign currency-denominated
obligations, setting monetary policy, regulating financial services and institutions and providing preferential treatment to particular industries or
companies. While the PRC economy has experienced significant growth in the past decades, growth has been uneven across different regions
and among various economic sectors of China. The PRC government has implemented various economic and political policies and laws and
regulations to encourage economic development and guide the allocation of resources. Some of these measures may benefit the overall PRC
economy, but may also have a negative effect on us. Our financial condition and results of operations could be materially and adversely affected
by government control over capital investments or changes in tax regulations that are applicable to us. In addition, the PRC government has
implemented in the past certain measures to control the pace of economic growth. For example, from time to time, the PRC government may
implement monetary, fiscal and other policies or otherwise make efforts to alter the investment-driven growth model of China s economy, which
could result in decreased capital expenditures by our end customers in China, reduce their demand for our products, and adversely affect our
business and results of operations.
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There are uncertainties regarding the interpretation and enforcement of PRC laws, rules and regulations.

Substantially all of our operations are conducted in the PRC, and are governed by PRC laws, rules and regulations. Our PRC subsidiaries are
subject to laws, rules and regulations applicable to foreign investment in China. The PRC legal system is a civil law system based on written
statutes. Unlike the common-law system, prior court decisions may be cited for reference but have limited precedential value.

In 1979, the PRC government began to promulgate a comprehensive system of laws, rules and regulations governing economic matters in
general. The overall effect of legislation since that time has significantly enhanced the protections afforded to various forms of foreign
investment in China. However, China has not developed a fully integrated legal system, and recently enacted laws, rules and regulations may not
sufficiently cover all aspects of economic activities in China or may be subject to significant degrees of interpretation by PRC regulatory
agencies. In particular, because these laws, rules and regulations are relatively new, and because of the limited number of published decisions
and the nonbinding nature of such decisions, and because the laws, rules and regulations often give the relevant regulator significant discretion
in how to enforce them, the interpretation and enforcement of these laws, rules and regulations involve uncertainties and can be inconsistent and
unpredictable. In addition, the PRC legal system is based in part on government policies and internal rules, some of which are not published on a
timely basis or at all, and which may have a retroactive effect. As a result, we may not be aware of our violation of these policies and rules until
after the occurrence of the violation.
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Any administrative and court proceedings in China may be protracted, resulting in substantial costs and diversion of resources and management
attention. Since PRC administrative and court authorities have significant discretion in interpreting and implementing statutory and contractual
terms, it may be more difficult to evaluate the outcome of administrative and court proceedings and the level of legal protection we enjoy than in
more developed legal systems. These uncertainties may impede our ability to enforce the contracts we have entered into and could materially
and adversely affect our business, financial condition and results of operations.

China s currency exchange control and government restrictions on dividends may impact our ability to transfer funds outside of China.

A significant portion of our business is conducted in China where the currency is the RMB. Regulations in China permit foreign owned entities

to freely convert the RMB into foreign currency for transactions that fall under the current account, which includes trade related receipts and
payments, interest and dividends. Accordingly, our PRC subsidiaries may use RMB to purchase foreign exchange for settlement of such current
account transactions without pre-approval. However, pursuant to applicable regulations, foreign-invested enterprises in China may pay dividends
only out of their accumulated profits, if any, determined in accordance with PRC accounting standards and regulations. In calculating
accumulated profits, foreign investment enterprises in China are required to allocate at least 10% of their realized profits each year, if any, to

fund certain reserves, including mandated employee benefits funds, until these reserves have reached 50% of the registered capital of the
enterprises.

Transactions other than those that fall under the current account and that involve conversion of RMB into foreign currency are classified as
capital account transactions; examples of capital account transaction include repatriations of investment by or loans to foreign owners, or direct

equity investments in a foreign entity by a China domiciled entity. Capital account transactions will be examined and registered by banks or

State Administration of Foreign Exchange ( SAFE ) in China to convert a remittance into a foreign currency, such as U.S. dollars, and transmit

the foreign currency outside of China.

This system could be changed at any time and any such change may affect the ability of us or our subsidiaries in China to repatriate capital or
profits, if any, outside China. Furthermore, SAFE has a significant degree of administrative discretion in implementing the laws and regulations
and has used this discretion to limit convertibility of current account payments out of China. Whether as a result of a deterioration in the PRC
balance of payments, a shift in the PRC macroeconomic prospects or any number of other reasons, China could impose additional restrictions on
capital remittances abroad. As a result of these and other restrictions under the laws and regulations of the PRC, our PRC subsidiaries are
restricted in their ability to transfer a portion of their net assets to the parent. We have no assurance that the relevant PRC governmental
authorities in the future will not limit further or eliminate the ability of our PRC subsidiaries to purchase foreign currencies and transfer such
funds to us to meet our liquidity or other business needs. Any inability to access funds in China, if and when needed for use by us outside of
China, could have a material and adverse effect on our liquidity and our business.

Fluctuations in the value of the RMB relative to the U.S. dollar could affect our operating results and may have a material adverse effect on
your investment.

We prepare our financial statements in U.S. dollars, while we conduct a significant portion of our operations in China where the only legitimate
currency for use within is RMB. The conversion of financial information using a functional currency of RMB is subject to risks related to
foreign currency exchange rate fluctuations. The value of RMB against the U.S. dollar and other currencies may fluctuate and is affected by,
among other things, changes in China s monetary or fiscal policies and political and economic conditions and supply and demand in local
markets. On July 21, 2005, the PRC government changed its decade-old policy of pegging the value of the RMB to the U.S. dollar. Under the
new policy, the RMB is permitted to fluctuate within a managed band based on market supply and demand and by reference to a basket of
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certain foreign currencies. This change in policy has resulted in an approximate 21% appreciation of the Renminbi against the U.S. dollar
between 2005 and 2008. From July 2008 to June 2010, the Renminbi traded within a narrow range against the U.S. dollar. In June 2010, the

PRC government indicated that it would make the foreign exchange rate of the RMB more flexible, which increases the possibility of sharp
fluctuations of the RMB s value in the near future and the unpredictability associated with the RMB s exchange rate. On April 16, 2012, the PRC
government widened the daily trading band to 1%. On March 17, 2014, the PRC government further widened the daily trading band to 2% in
order to further improve the managed floating Renminbi exchange rate regime based on market supply and demand. On July 22, 2015, the PRC
government issued the opinion to keep stability of Renminbi exchange rate within a reasonable and balanced level, improve the marketization of
Renminbi exchange rate, and widen the daily trading band. On August 11, 2015, the People s Bank of China allowed the Renminbi to depreciate
by approximately 2% against the U.S. dollar. It is difficult to predict how long such depreciation of RMB against the U.S. dollar may last and
when and how the relationship between the RMB and the U.S. dollar may change again. Since then and until the end of 2016, the Renminbi had
depreciated against the U.S. dollar by approximately 10%; while until the end of June 2017, the value of Renminbi against the U.S. dollar has
rebounded by approximately 2%.
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The People s Bank of China has also introduced a series of measures to facilitate the reform of the Renminbi exchange rate regime, including the
introduction of financial derivative products such as currency swaps, the relaxation on Renminbi trading by non-financial institutions and the
introduction of market makers, comprising both domestic and foreign banks, for the trading of Renminbi. On August 11, 2015, the People s Bank
of China requires the market makers to refer to previous day s closing rate at the interbank foreign exchange market and consider the supply and
demand of foreign exchange as well as the changes of foreign exchange rate for main currencies to submit the quoted price. The mid-rate of the
Renminbi against the U.S. dollars had depreciated by almost 3% in the following 3 days and 5.77% by the end of 2015 for the whole year. It is
difficult to predict how market forces or PRC or U.S. government policy may impact the exchange rate between the Renminbi and the U.S.
dollar. There remains significant international pressure on the PRC government to adopt an even more flexible currency policy. As we have
significant operations in China, any significant revaluation of the RMB may materially and adversely affect our cash flows, revenue, earnings
and financial position, and the value of, and any dividends payable on, our ordinary shares in U.S. dollars. For example, to the extent that we
need to convert U.S. dollars into RMB for our operations, appreciation of the RMB against the U.S. dollar would have an adverse effect on the
RMB amount we receive from the conversion. Conversely, if we decide to convert our RMB into U.S. dollars for the purpose of making
payments for dividends on our ordinary shares or for other business purposes, appreciation of the U.S. dollar against the RMB would have a
negative effect on the U.S. dollar amount available to us.

Under the PRC Enterprise Income Tax Law, or (the EIT Law ), we may be classified as a resident enterprise of the PRC, which could
result in unfavorable tax consequences to us and to non-PRC shareholders.

Under the EIT Law, an enterprise established outside of China with de facto management bodies within China is considered a resident
enterprise, meaning that it can be treated in a manner similar to a PRC enterprise for enterprise income tax purposes. The implementing rules of
the EIT Law define de facto management as substantial and overall management and control over the production and operations, personnel,
accounting, and properties of the enterprise. In April 2009, the State Administration of Taxation, or the SAT, released Notice on Issues Relating
to Determination of PRC-Controlled Offshore Enterprises as PRC Resident Enterprises Based on De Facto Management Bodies Test, or
Circular 82. Under Circular 82, a foreign enterprise controlled by a PRC enterprise or a PRC enterprise group will be considered as a resident
enterprise if all of the following conditions are satisfied: (i) the senior management personnel responsible for its daily operations and the place
where the senior management departments discharge their responsibilities are located primarily in the PRC; (ii) its finance and human resources
related decisions are made by or are subject to the approval of institutions or personnel located in the PRC; (iii) its major assets, books and
records, company seals and minutes of its board of directors and shareholder meetings are located or kept in the PRC; and (iv) senior
management personnel or 50% or more of the members of its board of directors with voting power of the enterprise reside in the PRC. On
September 1, 2011, the SAT issued the Announcement on Printing and Issuing the Provisional Administrative Regulations of Enterprise Income
Taxation of a Foreign Enterprise Controlled by a PRC Enterprise or a PRC Enterprise Group, or Circular 45, to further prescribe the

rules concerning the recognition, administration and taxation of a foreign enterprise controlled by a PRC enterprise or PRC enterprise group.
Because the above-mentioned two circulars were issued to regulate identification of PRC tax resident among companies established overseas
and controlled by PRC companies, the criteria set forth in such circulars can only be used for reference purposes in our case. The PRC tax
authorities can determine whether or not certain offshore companies shall be deemed as resident enterprises for PRC tax purposes.

If the PRC tax authorities determine that we are a resident enterprise for PRC enterprise income tax purposes, the PRC tax authorities could
impose a 10% PRC enterprise income tax on dividends we pay to our non-PRC shareholders and gains derived by our non-PRC shareholders
from transferring our shares, if the non-PRC shareholders are deemed as non-resident enterprises and their income is considered PRC-sourced
income by the relevant PRC authorities. Under the applicable tax regulations of the PRC, non-resident enterprises means the non-PRC
enterprises which do not have an establishment or place of business in the PRC, or which have such establishment or place of business but the
relevant income is not effectively connected with the establishment or place of business in the PRC. Circular 45 clarifies that the capital gains
derived by the non-resident enterprises from alienation of shares of the foreign-incorporated resident enterprise are considered as China-sourced
income. If we were considered a PRC resident enterprise, non-resident enterprise holders of our ordinary shares may be subject to enterprise
income tax in China at a rate of 10% on the capital gains derived from the transfer of our ordinary shares. It is not clear, however, whether the
capital gains derived by the non-resident individuals from the transfer of our ordinary shares will be considered as China-sourced and whether
we are obliged to withhold the dividends distributed to our non-resident individual shareholders. In practice, we understand that the PRC tax
authorities have not collected the individual income tax from the non-resident individuals.

33



Edgar Filing: UTSTARCOM HOLDINGS CORP. - Form 20-F

In addition, if the PRC tax authorities determine that we are a resident enterprise for PRC enterprise income tax purposes, we could be subject to
a number of unfavorable PRC tax consequences, including: (a) we could be subject to enterprise income tax at a rate of 25% on our worldwide
taxable income, as well as PRC enterprise income tax reporting obligations; under Circular 45, we would be required to file provisional

enterprise income tax returns quarterly and complete an annual settlement before May 31 of each year for the preceding year at the in-charge tax
bureau; and (b) although under the EIT Law and its implementing rules, dividends paid to us from our PRC subsidiaries through our sub-holding
companies may qualify as tax-exempt income, we cannot guarantee that such dividends will not be subject to withholding tax. Any increase in
the taxation of our PRC-based revenues could materially and adversely affect our business, operating results and financial condition.
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Dividends payable to our foreign investors and gains on the sale of our shares by our foreign investors may become subject to PRC tax.

Under the EIT Law and its implementation regulations issued by the State Council, a 10% PRC withholding tax is applicable to dividends
payable to investors that are non-resident enterprises, which do not have an establishment or place of business in the PRC or which have such
establishment or place of business but the dividends are not effectively connected with such establishment or place of business, to the extent
such dividends are derived from sources within the PRC. Similarly, any gain realized on the transfer of shares by such investors is also subject to
PRC tax at a current rate of 10%, subject to any reduction or exemption set forth in applicable tax treaties or under applicable tax arrangements
between jurisdictions, if such gain is regarded as income derived from sources within the PRC. If we are deemed a PRC resident enterprise,
dividends paid on our shares, and any gain realized from the transfer of our shares, would be treated as income derived from sources within the
PRC and would as a result be subject to PRC taxation. Furthermore, if we are deemed a PRC resident enterprise, dividends payable to individual
investors who are non-PRC residents and any gain realized on the transfer of shares by such investors may be subject to PRC tax at a current rate
of 20%, subject to any reduction or exemption set forth in applicable tax treaties or under applicable tax arrangements between jurisdictions. If
we or any of our subsidiaries established outside China are considered a PRC resident enterprise, it is unclear whether holders of our shares
would be able to claim the benefit of income tax treaties or agreements entered into between China and other countries or areas. If dividends
payable to our non-PRC investors, or gains from the transfer of our shares by such investors, are deemed as income derived from sources within
the PRC and thus are subject to PRC tax, the value of your investment in our shares may decline significantly.

PRC regulations establish more complex procedures for acquisitions conducted by foreign investors which could make it more difficult for
us to pursue growth through acquisitions.

On August 8, 2006, six PRC regulatory agencies, namely, the PRC Ministry of Commerce, the SASAC, the SAT, the State Administration for
Industry and Commerce, the CSRC, and SAFE, jointly adopted the Regulations on Mergers and Acquisitions of Domestic Enterprises by
Foreign Investors, or the M&A Rule, which became effective on September 8, 2006and was amended on June 22, 2009. The M&A

Rule established new procedures and requirements that could make merger and acquisition activities by foreign investors more time-consuming
and complex, including requirements in some instances that the Ministry of Commerce be notified in advance of any change-of-control
transaction in which a foreign investor takes control of a PRC domestic enterprise. On February 3, 2011, the General Office of the State Council
promulgated the Notice on Launching the Security Review System for Mergers and Acquisitions of Domestic Enterprises by Foreign Investors,
or the M&A Security Review Notice, which became effective on March 6, 2011. The M&A Security Review Notice provides for certain
circumstances under which foreign investors acquisition of domestic enterprises shall be subject to the security review of the PRC governments.
The security review assesses such acquisition s impact on national security, stable operation of national economy, basic living of the people, and
R&D capacity for key technologies related to national security. On August 25, 2011, the Ministry of Commerce of PRC promulgated the
Regulation of Ministry of Commerce on Implementation of the Security Review System for Mergers and Acquisitions of Domestic Enterprises
by Foreign Investors, or the M&A Security Review Regulation, which became effective on September 1, 2011. The M&A Security Review
Regulation stipulates the requirements of application documents and security review procedures of the Ministry of Commerce. In the future, we
may grow our business in part by acquiring complementary businesses. Complying with the requirements of the M&A Rule, the M&A Security
Review Notice and the M&A Security Review Regulation to complete such transactions could be time-consuming, and any required approval
processes, including obtaining approval from the Ministry of Commerce or its provincial affiliates, may delay or inhibit our ability to complete
such transactions, which could affect our ability to expand our business or maintain our market share.

Strengthened scrutiny over acquisition transactions by the PRC tax authorities may have a negative impact on our acquisition strategy.

In connection with the EIT Law, the Ministry of Finance and SAT jointly issued, on April 30, 2009, the Notice on Issues Concerning Process of
Enterprise Income Tax in Enterprise Restructuring Business, or Circular 59. On December 10, 2009, the SAT issued the Notice on Strengthening
the Management on Enterprise Income Tax for Non-resident Enterprises Equity Transfer, or Circular 698. Both Circular 59 and Circular 698
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became effective retroactively on January 1, 2008. Under the two circulars, non-PRC-resident enterprises may be subject to income tax on
capital gains generated from their transfers of equity interests in PRC resident enterprises. The PRC tax authorities have the discretion under
Circular 59 and Circular 698 to make adjustments to the taxable capital gains based on the difference between the fair value of the equity
interests transferred and the cost of the investment. In addition, by promulgating and implementing the circulars, the PRC tax authorities have
strengthened their scrutiny over the direct or indirect transfer of equity interests in a PRC resident enterprise by a non-PRC-resident enterprise.
For example, Circular 698 specifies that the PRC SAT is entitled to redefine the nature of an equity transfer where offshore vehicles are
interposed for tax avoidance purposes and without reasonable commercial purpose.
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On February 3, 2015, the SAT issued the Notice on Several Issues regarding Enterprise Income Tax for Indirect Transfer of Assets by
Non-resident Enterprises, or SAT Bulletin 7, which replaced or supplemented previous rules under Circular 698, specifically, further specified
the criteria for judging reasonable commercial purpose, and the legal requirements for the voluntary reporting procedures and filing materials in
the case of indirect transfer of assets. Pursuant to this Bulletin, an indirect transfer of assets, including equity interests in a PRC resident
enterprise, by non-PRC resident enterprises may be re-characterized and treated as a direct transfer of PRC taxable assets, if such arrangement
does not have a reasonable commercial purpose and was established for the purpose of avoiding payment of PRC enterprise income tax. As a
result, gains derived from such indirect transfer may be subject to PRC enterprise income tax. According to SAT Bulletin 7, PRC taxable assets
include assets attributed to an establishment in China, immoveable properties located in China, and equity investments in PRC resident
enterprises, in respect of which gains from their transfer by a direct holder, being a non-PRC resident enterprise, would be subject to PRC
enterprise income taxes.SAT Bulletin 7 has listed several factors to be taken into consideration by tax authorities in determining whether an
indirect transfer has a reasonable commercial purpose. However, despite these factors, an indirect transfer satisfying all the following criteria
shall be deemed to lack reasonable commercial purpose and be taxable under the PRC laws: (i) 75% or more of the equity value of the
intermediary enterprise being transferred is derived directly or indirectly from the PRC taxable properties; (ii) at any time during the one year
period before the indirect transfer, 90% or more of the asset value of the intermediary enterprise (excluding cash) is comprised directly or
indirectly of investments in the PRC, or 90% or more of its income is derived directly or indirectly from the PRC; (iii) the functions performed
and risks assumed by the intermediary enterprise and any of its subsidiaries that directly or indirectly hold the PRC taxable properties are limited
and are insufficient to prove their economic substance; and (iv) the foreign tax payable on the gains derived from the indirect transfer of the PRC
taxable properties is lower than the potential PRC tax on the direct transfer of such assets. Nevertheless, the indirect transfer falling into the
scope of the safe harbor under SAT Bulletin 7 may not be subject to PRC tax and such safe harbor includes qualified group restructuring, public
market trading and tax treaty exemptions.

Under SAT Bulletin 7, the entities or individuals obligated to pay the transfer price to the transferor shall be the withholding agent and shall
withhold the PRC tax from the transfer price. If the withholding agent fails to do so, the transferor shall report to and pay the PRC tax to the
PRC tax authorities. In case neither the withholding agent nor the transferor complies with the obligations under SAT Bulletin 7, other than
imposing penalties such as late payment interest on the transferors, the tax authority may also hold the withholding agent liable and impose a
penalty of 50% to 300% of the unpaid tax on the withholding agent, provided that such penalty imposed on the withholding agent may be
reduced or waived if the withholding agent has submitted the relevant materials in connection with the indirect transfer to the PRC tax
authorities in accordance with SAT Bulletin 7.

Since we pursue acquisitions as one of our growth strategies, and have conducted and may conduct acquisitions involving complex corporate
structures, the PRC tax authorities may, at their discretion, adjust the capital gains and impose tax return filing obligations on us or request us to
submit additional documentation for their review in connection with any of our acquisitions, thus causing us to incur additional acquisition costs.

Restrictions on direct foreign investments in certain business sectors may require that we enter into contractual arrangements with our PRC
business partners, which are subject to potential risks and uncertainties.

We anticipate that providing value-added support services to businesses in the telecom, cable and/or media sectors, such as Internet TV and
related services businesses, will be a significant component of our future business model. We will provide operators engaging in these
businesses with services, including equipment installation, system installation and maintenance, technical services and other value-added
services, in return for on-going income. We anticipate that these value-added support services will play an important role in the growth of
our business.

Direct foreign investments are subject to certain restrictions with respect to the operating of telecom, cable and media businesses. Under the
Telecommunications Regulations issued by the State Council on September 25, 2000, the Provisions on Administration of Foreign Invested
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Telecommunications Enterprises issued by the State Council on December 11, 2001, firstly amended on September 10, 2008 and secondly
amended on February 6, 2016, and the Notice of the Ministry of Industry and Information Technology on Removing the Restrictions on Foreign
Equity Ratios in Online Data Processing and Transaction Processing (Operating E-commerce) Business (Gongxinbutong [2015] No.196) issued
by the Ministry of Industry and Information Technology on June 19, 2015, the shareholding of foreign investors is limited to up to 49% for
basic telecom business and up to 50% for almost all value-added telecom business, only E-commerce business (our business not included)
allows foreign equity to reach to 100%.Underthe Administration Measures on Transmitting Business of Radio and Television Programs issued
by SAPPRFT on July 6, 2004, the Administration Measures on Wireless Transmitting Web of Radio and Television Programs issued by State
Administration of Press Publication, Radio, Film and Television of The People s Republic of China ( SAPPRFT ) on November 15, 2004, the
Administrative Provisions on Internet Audio-visual Program Service jointly issued by SAPPRFT and Ministry of Industry and Information
Technology of The People s Republic of China ( MIIT ) on December 20, 2007, Provisions on the Administration of Private Network and
Targeted Communication Audiovisual Program Services issued by SAPPRFT on April 25,2016 and the related implementing rules of these
regulations, foreign investors are prohibited from holding any equity interest in enterprises operating IPTV, iDTV and Internet TV business in
the PRC.

Because of the regulatory restrictions on direct foreign investments in the telecom, cable and/or media sectors, we may conduct business through
contractual relationships with PRC business partners that are licensed or qualified to operate such businesses, or the Operating Companies. Our
PRC subsidiaries may directly or indirectly provide certain technology services to the Operating Companies through an arrangement of
technology service agreements and will receive service fees directly or indirectly from the Operating Companies. To ensure the payment of the
service fee by the Operating Companies, the shareholders of the Operating Companies may pledge their equity interests in the Operating
Companies to our PRC subsidiaries or affiliates. There may also be a call option arrangement so that our PRC subsidiaries may purchase the
equity interests in the Operating Companies if permitted by the laws of the PRC.
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The contractual arrangements are subject to potential risks and uncertainties and may not be as effective in providing operational control and
economic benefits as direct equity ownership. If the PRC authorities determine that the contractual arrangements are designed with a view to
circumvent PRC foreign investment restrictions and do not comply with PRC regulations, the validity and enforceability of the contractual
arrangements may be of question. PRC tax authorities may scrutinize the contractual arrangements for whether the technology service fee paid
by the Operating Companies to our PRC subsidiaries or affiliates will substantially reduce the income tax and business tax payable by the
Operating Companies. Additionally, there is uncertainty with respect to the attitude of judicial authorities on the enforceability of the contractual
arrangements in the event the Operating Companies or their shareholders breach the contracts. The inability to participate in the telecom, cable
and/or media sectors as presently expected through the contractual arrangements or the inability to enforce our rights under such contractual
arrangements could result in a negative impact on our business.

PRC regulations relating to offshore investment activities by PRC residents and employee stock options granted by overseas-listed companies
may increase our administrative burden. If our shareholders who are PRC residents, or our PRC employees who are granted or exercise
stock options, fail to make any required registrations or filings, we may be unable to distribute profits and may become subject to fines and
other legal or administrative sanctions under PRC laws.

The SAFE promulgated the Circular on Relevant Issues Relating to Domestic Resident s Investment and Financing and Roundtrip Investment
through Special Purpose Vehicles, or SAFE Circular 37, in July 2014 that requires PRC residents or entities to register with SAFE or its local
branch in connection with their establishment or control of an offshore entity established for the purpose of overseas investment or financing. In
addition, such PRC residents or entities must update their SAFE registrations when the offshore special purpose vehicle undergoes material
events relating to any change of basic information (including change of such PRC citizens or residents, name and operation term), increases or
decreases in investment amount, transfers or exchanges of shares, or mergers or divisions. According to the Notice on Further Simplify and
Improve Administrative Policies Regarding Foreign Direct Investment issued by the SAFE on February 13, 2015, starting from June 1, 2015, all
new such registrations (different from make-up registrations) will be handled by the authorized local banks instead of the local SAFE branches.

SAFE Circular 37 was issued to replace the Notice on Relevant Issues Concerning Foreign Exchange Administration for PRC Residents
Engaging in Financing and Roundtrip Investments via Overseas Special Purpose Vehicles, or SAFE Circular 75. If our shareholders who are
PRC residents or entities do not complete their registration with the local SAFE branches, our PRC subsidiaries may be prohibited from
distributing their profits and proceeds from any reduction in capital, share transfer or liquidation to us, and we may be restricted in our ability to
contribute additional capital to our PRC subsidiaries. Moreover, we also face regulatory uncertainties that could restrict our ability to adopt
additional share incentive plans for our directors and employees under PRC law. Each of our directors and major shareholders has completed
SAFE registration in connection with our financings and share transfer. However, we cannot compel our beneficial owners to comply with
SAFE registration requirements. As a result, we cannot assure you that all of our shareholders or beneficial owners who are PRC residents or
entities have complied with, and will in the future make or obtain any applicable registrations or approvals required by, SAFE regulations.

On March 28, 2007, SAFE promulgated the Application Procedure of Foreign Exchange Administration for Domestic Individuals Participating
in Employee Stock Holding Plan or Stock Option Plan of Overseas Listed Company, or the Stock Option Rule, to regulate foreign exchange
procedures for PRC individuals participating in employee stock holding and stock option plans of overseas companies. Under the Stock Option
Rule, a PRC domestic individual must comply with various foreign exchange procedures through a domestic agent institution when participating
in any employee stock holding plan or stock option plan of an overseas listed company. Certain domestic agent institutions, such as the PRC
subsidiaries of an overseas listed company, a labor union of such company that is a legal person or a qualified financial institution, among others
things, shall file with SAFE and be responsible for completing relevant foreign exchange procedures on behalf of PRC domestic individuals,
such as applying to obtain SAFE approval for exchanging foreign currency in connection with owning stock or stock option exercises.
Concurrent with the filing of such applications with SAFE, the PRC subsidiary, as a domestic agent, must obtain approval from SAFE to open a
special foreign exchange account at a PRC domestic bank to hold the funds in connection with the stock purchase or option exercise, any returns
based on stock sales, any stock dividends issued and any other income or expenditures approved by SAFE. The PRC subsidiary also is required
to obtain approval from SAFE to open an overseas special foreign exchange account at an overseas trust bank to hold overseas funds used in
connection with any stock purchase. The domestic agent institution is required to make a quarterly filing with SAFE to update SAFE with

39



Edgar Filing: UTSTARCOM HOLDINGS CORP. - Form 20-F

relevant information, including the exercise of options by employees, the holding of shares by employees and the funds in the special foreign
exchange account and the overseas special foreign exchange account.

Under the Stock Option Rule, all proceeds obtained by PRC domestic individuals from sales of stock shall be fully remitted back to China after
relevant overseas expenses are deducted. The foreign exchange proceeds from these sales can be converted into RMB or transferred to the
individual s foreign exchange savings account after the proceeds have been remitted back to the special foreign exchange account opened at the
PRC domestic bank. If the stock option is exercised in a cashless exercise, the PRC domestic individuals are required to remit the proceeds to the
special foreign exchange account. The Stock Option Rule does not provide for specific forms of penalties for noncompliance but provides that
SAFE may impose penalties in accordance with the Foreign Exchange Administration Regulation, Implementing Rules for Individual Foreign
Exchange Regulation and other related PRC regulations under which the penalties for noncompliance with foreign exchange administration

rules include fines against both our company and our implicated employees.
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On February 15, 2012, SAFE promulgated the Circular on Certain Foreign Exchange Issues Relating to Domestic Individuals Participation in
Stock Incentive Plan of Overseas Listed Company, or the New Stock Option Rule. Upon the effectiveness of the New Stock Option Rule on
February 15, 2012, the Stock Option Rule became void, although the basic requirements and procedures provided under the Stock Option

Rule are kept unchanged in the New Stock Option Rule, i.e., the domestic employees participating in a stock incentive plan of an overseas listed
company shall appoint the PRC subsidiary of the overseas listed company or a domestic qualified agent to make the registration of the stock
incentive plan with SAFE and handle all foreign exchange-related matters of the stock incentive plan through the special bank account approved
by SAFE. The New Stock Option Rule clarifies that the domestic subsidiary of an overseas listed company shall include the limited liability
company, partnership and the representative office directly or indirectly established by such overseas listed company in China and the domestic
employees shall include the directors, supervisors, senior management and other employees of the domestic subsidiary, including the foreign
employees of the domestic subsidiary who continuously reside in China for no less than one year.

Similar to the Stock Option Rule, the New Stock Option Rule requires that the annual allowance with respect to the purchase of foreign
exchange in connection with stock holding or stock option exercises shall be subject to the approval of SAFE. The New Stock Option

Rule further requires that the material amendments of the stock incentive plan shall be filed with SAFE within three months following the
occurrence of the material amendments. The domestic agent shall also make a quarterly update to SAFE to disclose the information with respect
to the stock option exercises, the stock holding and foreign exchange matters. If the domestic employees or the domestic agent fails to comply
with the requirements of the New Stock Option Rule, SAFE may require a remedy and even impose administrative penalties that SAFE deems
appropriate.

We and our PRC employees who have been granted stock options are subject to the Stock Option Rule and the New Stock Option Rule. In

May 2008, UTSC, our former PRC subsidiary, made a filing with SAFE s Beijing branch as required by the Stock Option Rule for UTSC s PRC
employees who participate in our employee stock option plans and UTSC obtained approval to open a special foreign exchange account at a
PRC domestic bank. Subject to the Stock Option Rule, UTSC submitted material amendments of the stock incentive plan for its PRC employees
in June 2011. Along with this submission, UTSC, as the domestic subsidiary of our overseas listed company, submitted on behalf of HUTS, the
materials for the necessary filings for their PRC employees who participate in our employee stock option plan, which was officially accepted by
SAFE s Beijing branch in December 2011, but the final approval was not issued until March 31, 2012 when the New Stock Option Rule became
effective. After the effectiveness of the New Stock Option Rule, we do not need to make a new registration for UTSC, HUTS and CUTS, but as
required by SAFE, the application materials will have to be adjusted. Before we submitted the adjusted application material to SAFE, we
divested our IPTV equipment business in August 2012, and as a result, UTSC is no longer our subsidiary. In addition, CUTS and UTST
completed the cancellation registration on September 18, 2013 and December 3, 2014 respectively. Therefore, we are required and are currently
in the process of making adjustments to the filings with SAFE for HUTS. We also shall comply with the requirements applicable to the
companies which have completed the registration, including a quarterly update to SAFE, the registration of material amendments to our stock
incentive plan and the registration for the foreign employees of our PRC subsidiaries when they continuously reside in China for no less than

one year.

The enforcement of the laws on Employment Contracts and other labor-related regulations in the PRC may adversely affect our business
and our results of operations.

On June 29, 2007, the National People s Congress of China enacted the laws on Employment Contracts, or the Employment Contract Law, which
became effective on January 1, 2008, amended on December 28, 2012. The Employment Contract Law established new restrictions and

increased costs for employers to dismiss employees, including specific provisions related to fixed-term employment contracts, temporary
employment, probation, consultation with the labor union and employee assembly, employment without a contract, dismissal of employees,
compensation upon termination and overtime work, and collective bargaining. According to the Employment Contract Law, an employer is
obliged to sign a labor contract with an unlimited term with an employee if the employer continues to hire the employee after the expiration of
two consecutive fixed-term labor contracts subject to certain conditions or after the employee has worked for the employer for ten consecutive
years. The employer also has to pay compensation to an employee if the employer terminates an unlimited-term labor contract. Such
compensation is also required when the employer refuses to renew a labor contract that has expired, unless it is the employee who refuses to
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extend the expired contract or resign. In addition, under the Regulations on Paid Annual Leave for Employees, which became effective on
January 1, 2008 and its Implementation Rules on Paid Annual Leave for Employees, which became effective on September 18, 2008, employees
who have served more than one year for an employer are entitled to a paid vacation ranging from 5 to 15 days, depending on their accumulative
total length of service. Employers who fail to allow for such vacation time must compensate their employees three times their regular salaries for
each vacation day disallowed, unless such employers can provide evidence, such as a copy of a written notice provided to their employees, that
suggests the employers made arrangements for their employees to take such annual leaves, but such employees voluntarily waived taking their
leaves or such employees waived their right to such vacation days in writing.
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Registered public accounting firms in China, including our independent registered public accounting firm, are not inspected by the
U.S. Public Company Accounting Oversight Board, which deprives us and our investors of the benefits of such inspection.

Auditors of companies whose shares are registered with the U.S. Securities and Exchange Commission, or the SEC, and traded publicly in the
United States, including our independent registered public accounting firm, must be registered with the U.S. Public Company Accounting
Oversight Board (the PCAOB ) and are required by the laws of the United States to undergo regular inspections by the PCAOB to assess their
compliance with the laws of the United States and professional standards applicable to auditors. Our independent registered public accounting
firm is located in, and organized under the laws of, the PRC, which is a jurisdiction where the PCAOB, notwithstanding the requirements of
U.S. law, is currently unable to conduct inspections without the approval of the Chinese authorities. In May 2013, PCAOB announced that it had
entered into a Memorandum of Understanding on Enforcement Cooperation with the China Securities Regulatory Commission ( CSRC ) and the
PRC Ministry of Finance, which establishes a cooperative framework between the parties for the production and exchange of audit documents
relevant to investigations undertaken by PCAOB, the CSRC or the PRC Ministry of Finance in the United States and the PRC, respectively.
PCAOB continues to be in discussions with the CSRC and the PRC Ministry of Finance to permit inspections in the PRC of audit firms
registered with PCAOB and audit Chinese companies that trade on U.S. exchanges.

Inspections of other firms that the PCAOB has conducted outside China have identified deficiencies in those firms audit procedures and quality
control procedures, which may be addressed as part of the inspection process to improve future audit quality. This lack of PCAOB inspections in
China prevents the PCAOB from fully evaluating audits and quality control procedures of our independent registered public accounting firm. As
a result, we and investors in our common stock are deprived of the benefits of such PCAOB inspections. The inability of the PCAOB to conduct
inspections of auditors in China makes it more difficult to evaluate the effectiveness of our independent registered public accounting firm s audit
procedures or quality control procedures as compared to auditors outside of China that are subject to PCAOB inspections, which could cause
investors and potential investors in our stock to lose confidence in the audit procedures and reported financial information and the quality of our
audited financial statements.

If additional remedial measures are imposed on the Big Four PRC-based accounting firms, including our independent registered public
accounting firm, in administrative proceedings brought by the SEC alleging the firms failure to meet specific criteria set by the SEC, we
may have difficulties to timely file future financial statements in compliance with the requirements of the Securities Exchange Act of 1934,
as amended, or the Exchange Act.

Starting in 2011 the Chinese affiliates of the Big Four accounting firms were affected by a conflict between U.S. and Chinese law. Specifically,
for certain U.S. listed companies operating and audited in mainland China, the SEC and the PCAOB, sought to obtain from the Chinese
accounting firms access to their audit work papers and related documents. The firms were, however, advised and directed that under Chinese law
they could not respond directly to the U.S. regulators on those requests, and that requests by foreign regulators for access to such papers in China
had to be channeled through the CSRC.

In December 2012, the SEC instituted administrative proceedings against the Big Four PRC-based accounting firms, including our prior
independent registered public accounting firm, alleging that these firms had violated U.S. securities laws and the SEC s rules and regulations
there under by failing to provide to the SEC the firms audit work papers with respect to certain PRC-based companies that are publicly traded in
the United States. On January 22, 2014, the Administrative Law Judge (the ALJ ) presiding over the matter rendered an initial decision that each
of the firms had violated the SEC s rules of practice by failing to produce audit work papers to the SEC. The initial decision censured each of the
firms and barred them from practicing before the SEC for a period of six months. The Big Four PRC-based accounting firms appealed the ALJ s
initial decision to the SEC. The ALJ s decision does not take effect unless and until it is endorsed by the SEC.
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In February 2015, the four China-based accounting firms each agreed to a censure and to pay a fine to the SEC to settle the dispute and avoid
suspension of their ability to practice before the SEC and audit U.S.-listed companies. The settlement required the firms to follow detailed
procedures and to seek to provide the SEC with access to PRC firms audit documents via the CSRC. If future document productions fail to meet
specified criteria, the SEC retains the authority to impose a variety of additional remedial measures on the firms depending on the nature of the
failure. Remedies for any future noncompliance could include, as appropriate, an automatic six-month bar on a single firm s performance of
certain audit work, commencement of a new proceeding against a firm, or in extreme cases the resumption of the current proceeding against all
four firms.

While we cannot predict if the SEC will further review the four China-based accounting firms compliance with specified criteria or if the results
of such a review would result in the SEC imposing penalties such as suspensions or restarting the administrative proceedings, if the accounting
firms are subject to additional remedial measures, our ability to file our financial statements in compliance with SEC requirements could be
affected. A determination that we have not timely filed financial statements in compliance with SEC requirements could ultimately lead to the
delisting from NASDAQ or the termination of the registration of our common stock under the Exchange Act, or both, which would substantially
reduce or effectively terminate the trading of our common stock in the United States.
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Risks Related to the Performance of Our Ordinary Shares

Our share price is highly volatile. Our shareholders may not be able to resell their ordinary shares at or above the price they initially paid for
our shares, or at all.

The trading price of our shares has fluctuated significantly since our initial public offering in March 2000. Our share 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 Japan, China and other countries in which we
do business;

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

. changes in our senior management;

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

. news and commentary emanating from the media, securities analysts or government bodies in China

relating to us and to our industry in general;

. fluctuations in the exchange rates between the Renminbi, the Japanese yen and the U.S. dollar;
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. the operating and share price performance of other comparable companies; and

. sales or anticipated sales of additional ordinary shares.

General market conditions and domestic or international macroeconomic factors unrelated to our performance may also affect our share price.
For these reasons, investors should not rely on recent trends to predict future share prices or financial results. Furthermore, following periods of
volatility in a company s securities, securities class action litigation against a company is sometimes instituted. We have experienced substantial
costs and the diversion of management s time and resources on this type of litigation and may do so in the future.

Some of our shareholders have significant influence over our management and affairs, which they could exercise against the best interests
of our shareholders.

Entities affiliated with Shah Capital Management, or collectively, Shah Capital, E-Town International Holding (Hong Kong) Co. Limited, or
E-Town, and The Smart Soho International Limited, or Smart Soho, beneficially owned approximately 21.3%, 10.7% and 14.1%, respectively,
of our outstanding shares as of September 30, 2017. E-Town also has the right to designate a member of our board of directors. As a result, Shah
Capital, E-Town and Phicomm have the ability to influence all matters submitted to our shareholders for approval, as well as our management
and affairs. Matters that could require shareholder approval include:

. election and removal of directors;
. our merger or consolidation with or into another entity; and
. sale of all or substantially all of our assets.

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 us, which could decrease the market price of our ordinary shares.

We may need additional capital, and the sale of additional ordinary shares or other equity securities could result in additional dilution to our
shareholders.

We believe that our current cash and cash equivalents will be sufficient to meet our anticipated cash needs for the foreseeable future. We may,
however, require additional cash resources due to changed business conditions or other future developments, including any investments or
acquisitions we may decide to pursue. If these resources are insufficient to satisfy our cash requirements, we may seek to sell additional equity
or debt securities or obtain a credit facility. The sale of additional equity securities could result in dilution to our shareholders. The incurrence of
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indebtedness would result in increased debt service obligations and could result in operating and financing covenants that would restrict our
operations. It is uncertain whether financing will be available in amounts or

on terms acceptable to us, if at all.
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We are a foreign private issuer, and our disclosure obligations differ from those of U.S. domestic reporting companies. As a result, we
may not provide you the same information as U.S. domestic reporting companies or we may provide information at different times, which
may make it more difficult for you to evaluate our performance and prospects.

Under the Exchange Act, we as a foreign private issuer are subject to reporting obligations that, to some extent, are more lenient and less
frequent than those of U.S. domestic reporting companies. For example, we are not required to issue quarterly reports or proxy statements. We
are not required to disclose detailed individual executive compensation information. Furthermore, our directors and executive officers are not
required to report equity holdings under Section 16 of the Exchange Act and are not subject to the insider short-swing profit disclosure and
recovery regime.

As a foreign private issuer, we are also exempt from the requirements of Regulation FD (Fair Disclosure) which, generally, are meant to ensure
that select groups of investors are not privy to specific information about an issuer before other investors. However, we are still subject to the
anti-fraud and anti-manipulation rules of the SEC, such as Rule 10b-5 under the Exchange Act. Since many of the disclosure obligations
imposed on us as a foreign private issuer differ from those imposed on U.S. domestic reporting companies, you should not expect to receive the
same information about us and at the same time as the information provided by U.S. domestic reporting companies.

We are a Cayman Islands company and, because judicial precedent regarding the rights of shareholders may be more limited under Cayman
Islands law than under U.S. law, you may have less protection of your shareholder rights than you would under U.S. law.

Our corporate affairs are governed by our memorandum and articles of association, the Cayman Islands Companies Law and the common law of
the Cayman Islands. The rights of shareholders to take action against the directors, the rights of minority shareholders to institute actions and the
fiduciary responsibilities of our directors to our shareholders are to a large extent governed by the common law of the Cayman Islands. The
common law of the Cayman Islands is derived in part from comparatively limited judicial precedent in the Cayman Islands as well as from
English common law, the latter of which has persuasive, but not binding, authority on a court in the Cayman Islands. The rights of our
shareholders and the fiduciary responsibilities of our directors under Cayman Islands law may not be as clearly established as they would be
under statutes or judicial precedents in the United States. In particular, the Cayman Islands has a different body of securities law than the

United States. In addition, Cayman Islands companies may not have standing to initiate a shareholder derivative action before the federal courts
of the United States. As a result, our public shareholders may encounter more difficulty in protecting their interests against actions taken by the
management, the board of directors or the controlling shareholders of our company than they would as shareholders of a public company
incorporated in the United States.

You may have difficulty enforcing judgments obtained against us.

We are a Cayman Islands company, and we conduct a significant portion of our operations in the PRC. Substantially all of our assets are located
outside of the United States. In addition, some directors and officers are residents of countries other than the United States and a substantial
portion of their assets are located outside of the United States. As a result, it may be difficult for you to bring an action against our directors and
officers in the United States. Even if you are successful in bringing an action, it may still be difficult for you to enforce judgments obtained in
U.S. courts based on the civil liability provisions of the U.S. federal securities laws against us and our officers and directors.
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Although there is no statutory enforcement in the Cayman Islands of judgments obtained in the federal or state courts of the United States

(and the Cayman Islands are not a party to any treaties for the reciprocal enforcement or recognition of such judgments other than, in certain
circumstances, Australian judgments), a judgment obtained in such jurisdiction will be recognized and enforced in the courts of the Cayman
Islands at common law, without any re-examination of the merits of the underlying dispute, by an action commenced on the foreign judgment
debt in the Grand Court of the Cayman Islands, provided such judgment (a) is given by a foreign court of competent jurisdiction, (b) imposes on
the judgment debtor a liability to pay a liquidated sum for which the judgment has been given, (c) is final, (d) is not in respect of taxes, a fine or
a penalty; and (e) was not obtained in a manner and is not of a kind the enforcement of which is contrary to natural justice or the public policy of
the Cayman Islands.

We have incurred additional costs as a result of being a public company, which could negatively impact our net income and liquidity.

We are a public company listed in the United States and as such, we have incurred and will continue to incur significant legal, accounting and
other expenses that we did not incur as a private company. In addition, the Sarbanes-Oxley Act of 2002 and rules and regulations implemented
by the SEC and NASDAQ require significantly heightened corporate governance practices for public companies. As a result, we have incurred
additional legal, accounting and financial compliance costs and many of our corporate activities have become time-consuming and costly. If we
fail to comply with these rules and regulations, we could become the subject of a governmental enforcement action, investors may lose
confidence in us and the market price of our ordinary shares could decline.
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Our failure to timely file periodic reports with the SEC or satisfy the ongoing NASDAQ listing requirements could result in the delisting of
our shares from the NASDAQ, affect the liquidity of our shares and cause us to default on covenants contained in contractual
arrangements.

If we are unable to maintain compliance with the conditions for continued listing required by NASDAQ, then our ordinary shares may be subject
to delisting from NASDAQ. NASDAQ Listing Rule 5450(a) (1) requires that our shares trade above $1.00 per share. Our shares traded below
$1.00 for periods in 2012 and 2013, and on March 15, 2013 we received formal notice from NASDAQ that we were not in compliance with
NASDAQ s Listing Rules. While we returned to full compliance on April 11, 2013, our shares may trade below $1.00 per share again in the
future. If our ordinary shares are delisted from NASDAQ, our ordinary shares may not be eligible to trade on any national securities exchange or
the over-the-counter market. If our ordinary shares are no longer traded through a market system, their liquidity may be greatly reduced, which
could negatively affect their price. In addition, we may be unable to obtain future equity financing, or use our ordinary shares as consideration
for mergers or other business combinations. A delisting from NASDAQ may also have other negative implications, including the potential loss
of confidence by suppliers, customers and employees, the loss of institutional investor interest, and fewer business development opportunities
and could lead to a default under certain of our contractual arrangements.

We believe that we will be treated as a U.S. corporation for U.S. federal income tax purposes.

As discussed more fully under Item 10. Additional Information-E. Taxation-U.S. Federal Income Taxation, we have been treating UTStarcom as
a U.S. corporation for all purposes of the U.S. Internal Revenue Code of 1986, as amended (the Code ). As a result, we will be subject to

U.S. federal income tax on our worldwide income. In addition, if UTStarcom pays dividends to a Non-U.S. Holder, as defined in the discussion
under the section Item 10. Additional Information-E. Taxation-U.S. Federal Income Taxation, it will be required to withhold U.S. income tax at
the rate of 30%, or such lower rate as may be provided in an applicable income tax treaty. Each investor should consult its own tax advisor
regarding the U.S. federal income tax position of UTStarcom and the tax consequences of holding our shares.

ITEM 4-INFORMATION ON THE COMPANY

A. History and Development of the Company

UTStarcom, Inc. was originally incorporated in 1991 as a Delaware corporation. In April 2011, we were incorporated as UTStarcom Holdings
Corp. as an exempted company under the laws of the Cayman Islands. On June 24, 2011, we effected the Merger to reorganize the corporate
structure of UTStarcom, Inc., and its subsidiaries. The Merger resulted in the shares of common stock of UTStarcom, Inc. being converted into
the right to receive an equal number of ordinary shares in our capital, which were issued by us in connection with the Merger. Following the
Merger, UTStarcom, Inc. became our wholly-owned subsidiary and we became the parent company of UTStarcom, Inc. and its subsidiaries. The
transaction was accounted for as a legal re-organization of entities under common control. See Item 4. Information on the Company-C.
Organizational Structure for a listing of our subsidiaries. We, together with our subsidiaries, continue to conduct our business in substantially the
same manner as was conducted by UTStarcom, Inc. and its subsidiaries.

In July 2012, we announced a number of strategic initiatives, including the divestiture of our IPTV business, which accounted for 44.1% and
15.8% of our net sales in 2011 and 2012, respectively. The divestiture was closed in August 31, 2012. The divested IPTV business became a
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privately-held unaffiliated standalone company led by Mr. Jack Lu, our former chief executive officer. As part of the transaction, we invested in
the IPTV business through a $20 million convertible bond that will be convertible into 33% of the new IPTV business s common stock in five
years. The new IPTV business entered into a brand licensing arrangement with us to ensure business continuity for its customers and business
partners. The divestiture served as a means of redeploying capital to support higher return opportunities, particularly in the value-added services
area, and accelerated our ongoing transition into a higher growth business. On April 7, 2015, we entered an agreement with UTStarcom Hong
Kong Holdings Ltd., our former subsidiary, for the conversion of the $20.0 million convertible bond. Pursuant to the agreement, UTStarcom
Hong Kong Holdings Ltd. paid $10.0 million in cash to us as partial payment of the principal of the $20.0 million convertible bond. The
remaining part of the principal and the interest of the convertible bond were converted to 14% of equity interest of UTStarcom Hong Kong
Holdings Ltd.

On November 30, 2012, we announced the commencement of a tender offer to purchase up to 8,333,333 of our ordinary shares at a price of
$3.60 per share, representing a 30.4% premium to the November 29, 2012 closing price on the NASDAQ Global Select Market of $2.76 per
share. On January 10, 2013, we announced that 21,119,182 ordinary shares were properly tendered and we accepted for purchase 8,333,333 of
our ordinary shares at a price of $3.60 per share, for an aggregate cost of $30,000,000 excluding fees and expenses relating to the tender offer.
Computershare Trust Company, N.A., the depositary for the tender offer, has made all payment for shares validly tendered and accepted for
purchase and returned all other shares tendered. The tender offer was completed in the first quarter of 2013.

We effected a one-for-three reverse share split of our ordinary shares on March 21, 2013. Unless otherwise specified, all share and per share
information in this annual report has been retroactively adjusted to reflect this reverse share split.
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On March 31, 2017, we received a preliminary non-binding proposal letter dated March 31, 2017 from Shah Capital Opportunity Fund LP,
Himanshu H. Shah, Mr. Lu and his affiliates, and Tenling Ti, to acquire all of our outstanding shares not currently owned by them in a going
private transaction for $2.15 per ordinary share in cash, subject to certain conditions. Our Board of Directors has formed a special committee
consisting of two independent and disinterested directors, Sean Shao and Xiaoping Li to consider the proposal.

On October 24, 2017, the special committee of our board of directors received a notice from Shah Capital Opportunity Fund LP, Himanshu H.
Shah, Hong Liang Lu and certain of his affiliates and Tenling Ti to withdraw the preliminary non-binding take-private proposal.

Our ordinary shares are traded on NASDAQ under the same ticker symbol UTSI, under which UTStarcom, Inc. s common stock had previously
traded. Our registered office in the Cayman Islands is located at the offices of Maples Corporate Services Limited, PO Box 309, Ugland House,
Grand Cayman, KY1-1104, Cayman Islands. Our telephone number at this address is +1 (345) 949 8066. Our agent for service of process in the
United States is CT Corporation System and its address is 2875 Michelle Drive Suite 100 Irvine, California 92606-1024, USA. Our principal
executive offices are located at Level 6, 28 Hennessy Road, Admiralty, Hong Kong. We can be reached by telephone at +86 (571) 8192-8888.

B. Business Overview

Our core business is providing next-generation broadband telecommunication network products, solutions and services. As a global telecom
infrastructure provider, we focus on delivering innovative carrier-class broadband transport and access (both Wi-Fi and fixed line) products and
solutions, optimized for mobile backhaul, metro aggregation, broadband access as well as Wi-Fi data and value added services.

Our broadband products are designed to satisfy customer demand for high speed and cost-effective data, voice and multimedia services. Our
broadband technologies enable high-speed voice, video and data access and transport over broadband IP-based networks. The broadband product
lines include an innovative family of Packet Transport Network (PTN) products based on Multi-Protocol Label Switch Transport Profile
(MPLS-TP) and Carrier Ethernet (CE) technologies. These products are enhanced through a proprietary Software Defined Network ( SDN )
platform to support the network evolution, and a Multi-Services Access Network (MSAN) platform. Wireless broadband access is served by our
end-to-end Carrier Wi-Fi solution.

In addition to the well-established product lines mentioned above, which we sell to our customers worldwide, UTStarcom is actively involved in
new products and solutions developments in several key target areas including Data Center and Low-latency L2/L.3 Switch, Community
Broadband projects and Smart City solutions. The new products and solutions utilize the experience and knowledge we have accumulated over
the years in our key areas of expertise areas including optical communications, broadband access technologies and hardware and software
design.

Packet Optical Products

Our packet optical products are based upon internationally-defined optical transmission and networking standards. The products convert and
translate data, video, voice or other traffic into an optical signal that is transmitted over glass fiber. Today our packet optical transport product
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offering is composed of three major product lines: the Packet Transport Network (PTN) and the Next Generation Packet Transport Network
(NG-PTN) products (which constitute our lines of Metro Access/Aggregation networking products), and the SyncRing product line designed for
distribution of accurate synchronization timing signals over a packet switched network.

In October 2009, we announced the debut of our expanded NetRing Transport Network, or NetRing TN, the Packet Transport Network (PTN)
product line based on the latest Multi-Protocol Label Switch Transport Profile (MPLS-TP) and Carrier Ethernet (CE) technologies. This product
line combines packet switch, packet optical transport and time/clock synchronization technologies to meet customers metro-level networking
requirements through support of wide range of protocols, standards and interfaces coupled with highest reliability and carrier-class set of
features. It is a highly flexible, reliable, scalable and cost-effective solution and can be deployed for key applications such as carrier mobile
backhaul, metro Ethernet services for enterprise and broadband aggregation. It is capable of carrying TDM, ATM, SDN/SONET and Ethernet
services seamlessly over a reliable and scalable network, with resiliency at par with traditional SDH networks. It also enables legacy enterprise
services over Ethernet, providing wholesale connectivity and an alternative for leased lines. The product line is implemented in a complete line
of network elements from compact metro access boxes to high-performance core devices, and offers a broad feature set, including network-wide
time/clock synchronization, carrier class sub 50ms recovery resiliency, guaranteed Quality Of Service (QoS) and Service Level Agreement
(SLA) enforcement, end-to-end multi-layer Operation Administration & Maintenance (OAM), and a wide range of interfaces Ethernet, Time
Division Multiplex (TDM), asynchronous transfer mode (ATM), synchronous digital hierarchy (SDH)/synchronous optical network (SONET).
Products are managed a via comprehensive centralized network management system. To support the fast growth of PTN network deployment in
field, we introduced the new release of Network Management System (NMS) in August 2013, which allows customers to expand the capacity of
their existing PTN networks and aggregate the management of large-scale networks. The newly released NMS enhances the number of packet
transport network nodes managed under one network, extending the industry average of few hundreds or thousands to 50,000 nodes, increases
MPLS-TP service management volume capacity by fifteen times. Large volumes of NetRing TN (the Packet Transport Network (PTN)
products) have already been deployed worldwide. During 2016 we saw significant demand for new deployments and expansions of existing
networks. In 2017, we expect to sustain demand for these products in our key markets.
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In November 2015 we introduced a new generation of our packet optical transport solution: the Next Generation Packet Transport Network
(NG-PTN). The new NG-PTN solution brings together all of UTStarcom s most recent innovative developments to deliver highly cost effective,
scalable, agile and intelligent metro transport solutions to our customers. The solution implements an SDN-based dynamic control plane on a

connection-oriented MPLS-TP/CE transport network and enables full integration with the company s SOO TM Network SDN platform.
The solution builds on the reliability and telecom carrier-grade feature set of our NetRing TM 700 Series PTN product
family, while adding improved operational efficiency of hardware and software architecture, 100GE interface support,
and various automation features and advanced services.

Key features of UTStarcom s new NG-PTN platform include:

. Improved and highly efficient hardware and software architecture, high port density, low power
consumption

. A wide range of supported interfaces up to 100GE

. Full integration with UTStarcom s SDN solution SOOT™™ Network

. Support of L3VPN, BoD and other advanced dynamic services from the SDN-based dynamic control plane
. Advanced automation features (with future software releases)

. Based on MPLS-TP/CE, a rich feature set including sub-50ms resiliency, and precise network time/clock

synchronization with 1588v2 and SyncE, QoS etc.

. Overall capital and operating expense savings

There are two newly-released innovative products, the TN701B and TN703A, which are designed for Metro Access and Aggregation
applications. TN701B is a compact access device featuring 10Gbps capacity and GE interfaces support. It is also suitable for efficient
deployment and backhauling of Wi-Fi networks given the support of Power over Ethernet ( PoE ) technology. TN703A is positioned as a
higher-level access device offering 64Gbps capacity in a compact 1RU enclosure, and supports 10GE/GE/STM-1/E1 interfaces.
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The release of the NG-PTN solution followed the debut of a 100GE core switch device TN765 in 2014. NetRingTN765 has been upgraded to
support new features of NG-PTN and is now part of our Next Generation Packet Transport Network (NG-PTN) product family. The
NetRingTN765 products aims to help operators enhance profitability by extending capacity, throughput and deployment flexibility of MPLS-TP
networks in the metro aggregation and core segments. It offers enhanced throughput (1Tbps) to support higher aggregation levels, 100 GE
interface support and multiple 10GE interfaces for more efficient network deployment. On top of that, the product is enhanced through
SDN-based orchestration for automated service provisioning and network efficiency optimization. By the end of 2016, over one thousands of
NetRingTN765 devices with 100GE interfaces have been deployed in field with 100GE interfaces. The growth of 100GE interface and system
deployment became significant and contributed significantly to the Company s revenue in 2016. We plan to extend support of 100GE in our
product portfolio with release of new NG-PTN products in future.

In 2016 we released the SyncRing product family, which is designed for highly accurate time and frequency synchronization over packet
switched network based on PTP (IEEE1588v2) and Synchronous Ethernet technologies. The product family includes XGM10/20 grand master
devices and XBC510 boundary clock switches centrally managed by our proven OMC-O NMS network management platform. The SyncRing
solution is mainly aimed at mobile network operators due to its ability to meet the stringent synchronization accuracy requirements of
LTE/LTE-A, as well as to meet lower TCO targets that are especially critical for the swiftly growing segment of small cell deployments. The
SyncRing product can be deployed as a standalone solution working with the existing backhaul network infrastructure, or in combination with
NG-PTN products to provide a complete comprehensive future-proof mobile backhaul solution.

In 2017, the SyncRing solution was deployed in the LTE mobile network of one of the largest Mobile network operators (MNO) in Japan. It was
one of the first commercial deployments of sync-over-packet solution on mobile networks in Japan. Over 900 sets of XBC510 + XGM?20 have
been shipped.

SDN Platform

In 2014, we launched a major SDN initiative to offer customers a faster and more economical approach to construct networks and cloud-based
solutions that significantly upgrade the end-user experience. This dedicated development effort resulted in a suite of products based on Software

Defined Network (SDN) technology combined in a family of SOO T™ products. UTStarcom s SOO Network (Software-defined
Open Packet Optical) solution answers the needs of telecom operators for the next generation intelligent network,
helping them to reduce capital expenditures and operating expenses, while enhancing overall network performance,
availability and bandwidth efficiency and improving the customer experience. The solution helps to address the
challenges related to the rapid growth of mobile and cloud services, media streaming and social networking, as well as
the fast emergence of new applications and services. These trends h sets new requirements not only for
ever-increasing network capacity, but makes it essential for operators to be able to adapt their telecom infrastructure
and respond quickly to a changing environment. With SOO network operators gain unprecedented programmability,
automation, and network control, which enables them to build highly scalable, flexible networks that readily adapt to
changing business needs.
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Our implementation of SDN brings a number of benefits to network operators and their customers, including automated operation, e2e service
provisioning, rapid services activation and management, faster introduction of value-added services and new business models, better network
utilization efficiency on global scale, a high level of scalability and flexibility, higher services availability, improved customer experience,
reduced TCO, interoperability and multi-vendor support.

The solution consists of three major elements:

. SOO Station a distributed hierarchical SDN Controller that provides a reliable solution for orchestration of
abstracted underlying physical network resources, as well as the management of open APIs for vertical integration of
applications.

. SOO Applications a set of native SOO and 3rd party applications designed to help carriers to optimize and
automate network operation, while addressing customer needs with interactive customer-specific applications.

. SDN-ized Network Infrastructure UTStarcom s SDN-ized optical transport network infrastructure
combining the carrier-grade features of optical packet transport with all the benefits of SOO SDN Technology.

The long-term objective of this solution is to enable SDN deployment without changes on the existing devices in the infrastructure while
supporting technology and products integration from multiple -vendors, including wire-line to wireless, traffic access to data center, legacy
network to new SDN device, and topology management to service provisioning.

We conducted the proof of concept (PoC) of this new technology, trademarked SOOTM for ( Software Defined Open Packet Optical
Network ), with major Tier-1 operators in Tokyo, Japan in May 2014. The PoC demonstrated the ability of SOO ™ to
enable dynamic as well as pre-planned bandwidth-on-demand provisioning in addition to the provisioning of standard
MEF Ethernet services and full Layer 3 IP-VPN services.

In 2015 we introduced several major new services of SOOTM SDN Solution. Both functions are integrated with the SDN
Controller SOO ™™ Station and interfaces with our NetRing TN700 Series products. The new SDN services are:

. uFlex BoD SOOtM Service SDN-based Bandwidth on Demand service for Ethernet leased subscribers.
The solution offers higher service flexibility to carriers and their customers. It allows operators to better target their
customers requirements for bandwidth with automated real-time or scheduled service provisioning and modification,
while improving overall network bandwidth utilization.
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. Centralized Layer 3 solution over Packet Optical Transport network. This delivers a number of L3 features
like L3 routing over L2 transport, IPv4/v6 support and Layer 3 Virtual Private Network (L3 VPN) service over Packet
Optical Transport network. The Layer3 solution with SDN/NFV enabling is essential for the targeted customers
implementing next generation mobile backhaul, IoT and other applications.

In 2016 we passed an important milestone by completing a successful de demonstration to our customers of SDN-based L3VPN and related
products and features to our customers.

Carrier Wi-Fi Products

Our Carrier Wi-Fi product line includes a complete carrier-grade solution for a managed wireless access network: Wireless Access Controllers,
VAS Platform, Network Management System and Wi-Fi Access Points (AP) for carrier and MSO markets and various deployment scenarios.
Our Wireless Access Controllers portfolio provides a great scalable solution suited for different customers (Carrier, Enterprise) and different
deployment scenarios. It includes the hardware-based MSG series of Wireless Access Controllers, and our newest MSC-C cloud-based Wireless
Access Controller featuring planning, configuration, control, as well as operation and maintenance functions implemented in the cloud. MCS-C
can be optionally bundled with an O20 Marketing platform and Location Based Services platform in order to enable operators to provide
value-added services and exploit additional monetization opportunities.

Since 2013, we have successful deployed MSG10000 to certain key customers and carried commercial and live traffic. In 2016 we added
support of the newest 802.11ac Wave 2 technology to our portfolio of Wireless Access Points implemented in UPA-3330 and UOA-5330D
products. There is strong interest in our Carrier Wi-Fi products in the India market. We plan to expand our Carrier Wi-Fi offering to new
markets including the USA. Growing demand from the India market resulted in the recent deployment of a large Carrier Wi-Fi network in two
cities of India. In 2017, we have already shipped eight units of MSG2000 Wireless Access Controllers and about 10,000 Wireless Access Points
for that project.
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MSAN Products

MSAN offers a wide range of services over twisted pair copper and optical fiber including IPTV, High-Speed Internet Access, POTS, ISDN,
VoIP. UTStarcom siAN Multimedia Network Edge is a leading MSAN platform with accumulated over 40 million lines installed worldwide.
The latest iAN platform-iAN1200 series MSAN portfolio that was introduced in 2008 accommodates carrier-grade broadband access, telephony
and data service interfaces in a single compact NGN platform, enabling operators to offer value added Triple Play and broadband business
services and migration to NGN while maintaining the traditional telephony services. The MSAN B1200 product line includes high

(AN B1205E), medium (AN B1205) and low (1IAN B1202) capacity devices that offer the benefit of converged access with an integrated TDM
migration, POTS termination, DSL, Media Gateway and Ethernet/ xXPON uplinks on the same platform. With a newly added Voice over Internet
Protocol-large scale Session Initiation Protocol (SIP) gateway with Internet Protocol version 6 (IPv6) support, the MSAN B1200 was widely
deployed and expended in 2015-2016.

MARKETS AND CUSTOMERS

The table below describes net sales by geographic region for the fiscal years ended December 31, 2016, 2015 and 2014.

Years Ended December 31,

% of net % of net % of net
2016 sales 2015 sales 2014 sales
(in thousands, except percentages)

Net Sales by Region

China $ 4,021 5% $ 9,490 8% $ 15,465 12%
India $ 33,021 38% $ 34,836 30% $ 37,424 29%
Japan $ 45,561 52% $ 57,483 49% $ 58,999 46%
Taiwan $ 3,217 4% $ 7,904 7% $ 6,706 5%
Other $ 692 1% $ 7,390 6% $ 10,826 8%
Total $ 86,512 100% $ 117,103 100% $ 129,420 100%

Our products and services are used primarily in Asia. In 2014, 2015 and 2016, Japan was our largest market, representing 45.6%, 49.1% and
52.0% of our net sales, respectively.

Our key target geographical markets for the deployment of our broadband infrastructure products are Japan, India, Taiwan and other Asia Pacific
regions. We believe these geographical markets provide a significant amount of opportunity given their relatively low broadband penetration
rates and strong consumer demand for new broadband services. We observe consistently high interest in our products in the India market, and
see potential for growth there for many of our product lines including optical transport and aggregation, fixed and wireless broadband access.
We expect more upgrade projects and new deployments to expand our market share for broadband Internet network equipment in India.

Our customers, typically telecommunications and cable service providers, enable delivery of wireless, wire line and broadband access services
including data, voice, and/or television to their subscribers. They include, but are not limited to, local, regional, national and international
telecommunications carriers, including broadband, cable, Internet, wire line and wireless providers. Telecommunications and cable service
providers typically require extensive proposal review, product certification, test and evaluation and network design and, in most cases, are
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associated with long sales cycles. Our customers networking requirements are influenced by numerous variables, including their size, the
number and types of subscribers that they serve, the relative tele-density (the number of phone lines per 100 persons) of the geography served,
their subscriber demand for IP communications and access services in the served geography. A significant portion of our net sales is derived

from a Japanese customer, Softbank, which is also one of our former shareholders. In 2016, our net sales to Softbank totaled approximately

$43.2 million, representing approximately 50% of our total net sales. We anticipate that our dependence on Softbank will continue for the
foreseeable future. See Item 3. Key Information-D. Risk Factors-Risks Related to Our Business-We rely on a Japanese customer for a significant
portion of our net sales. Any deterioration of our relationship or any interruption to our ongoing collaboration with this customer may
significantly harm our business, financial condition and results of operations.

COMPETITION

We compete in the telecommunications equipment market, providing [P-based core infrastructure products, and services for transporting data,
voice and television traffic across IP-based networks. The markets in which we compete are characterized by rapid change, converging
technologies, and a migration to IP-based networking and communications solutions that offer relative advantages to our customers and their
subscribers. These market factors represent a competitive threat to UTStarcom. We compete with numerous vendors in each product and market
category. The overall number of our competitors providing new products and so