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pursuant to Rule 462 (b) under the Securities Act, please check the following
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effective registration statement for the same offering. [_]

If this Form is a post-effective amendment filed pursuant to Rule 462 (c)
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Title of each Class of
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Registered (1) Registered Offering Price Per Unit (2) (3) Aggregate Offering Price (3) (

Primary Offering:
Common Stock, $0.001 par

value (5) . ... (6)
Preferred Stock, $0.001

par value.............. (6)

Debt Securities......... (6)
WarrantsS.....eeeeeeeneen. (6)
Subtotal............... N/A N/A $183,045,000

Secondary Offering:
Common Stock, $0.001 par
value offered by

selling stockholders... 3,500,000 $19.13(7) $ 66,955,000
Subtotal............... 3,500,000 $19.13 $ 66,955,000
Total..oee it eeennnenn. $250,000,000

(1) There are being registered hereunder such indeterminate number of shares of
common stock and preferred stock, such indeterminate number of warrants to
purchase common stock, preferred stock or debt securities and such
indeterminate principal amount of debt securities as shall have a maximum
aggregate offering price not to exceed $250,000,000, including any shares
of common stock sold by selling stockholders. If any debt securities are
issued at an original issue discount, then the offering price of such debt
securities shall be in such principal amount as shall result in a maximum
aggregate initial offering price not to exceed $250,000,000, less the
aggregate dollar amount of all securities previously issued hereunder. Any
securities registered hereunder may be sold separately or as units with
other securities registered hereunder. The securities registered also
include such indeterminate amounts and numbers of common stock, preferred
stock and debt securities as may be issued upon conversion of or exchange
of preferred stock or debt securities that provide for conversion or
exchange, upon exercise of warrants or pursuant to the antidilution
provisions of any such securities.

(2) In United States dollars or the equivalent thereof in any other currency,
currency unit or units, or composite currency or currencies based on the
exchange rate applicable at the time of initial offering.
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(3) The proposed maximum per share or unit and aggregate offering prices per
class of security will be determined from time to time by the registrant in
connection with the issuance by the registrant of the securities registered
hereunder.

(4) Estimated solely for purposes of determining the registration fee pursuant
to Rule 457 (o) under the Securities Act of 1933 at the statutory rate of
$250 per $1,000,000 of securities registered.

(5) The aggregate amount of common stock registered hereunder is limited, with
respect to at the market offerings, to that which is permissible under Rule
415(a) (4) under the Securities Act of 1933.

(6) Not required to be included in accordance with General Instruction II.D. of
Form S-3.

(7) Based on the average of the high and low sales price of our common stock on
August 16, 2001 in the Nasdag National Market.

(8) Previously paid in connection with our initial Form S-3 filing on August
17, 2001.

The Registrant hereby amends this Registration Statement on such date or
dates as may be necessary to delay its effective date until the Registrant
shall file a further amendment which specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8 (a) of
the Securities Act of 1933 or until the Registration Statement shall become
effective on such date as the Commission, acting pursuant to said Section 8 (a),
may determine.

SUBJECT TO COMPLETION, DATED DECEMBER 5, 2001
$250,000,000

[MICROTUNE, INC. LOGO]
Common Stock
Preferred Stock
Debt Securities
Warrants

We and selling stockholders may offer and sell from time to time, in one or
more offerings, up to $250,000,000 of any combination of the common stock,
preferred stock, debt securities or warrants we describe in this prospectus. If
we decide to offer and sell our common stock, selling stockholders may use this
prospectus to offer and sell up to 3.5 million shares of our common stock owned
by them. Before we or any selling stockholders sell any of these securities, we
will provide a supplement to this prospectus. Any prospectus supplement will
inform you about the specific terms of an offering by us or any selling
stockholders and may also add, update or change information contained in this
document. You should read this prospectus and any prospectus supplement
carefully before you decide to invest in our securities.

INVESTING IN OUR SECURITIES INVOLVES RISKS.
SEE "RISK FACTORS" ON PAGE 5.

Our common stock trades on the Nasdag National Market under the symbol
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"TUNE."

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

This prospectus may not be used to consummate sales of securities unless it
is accompanied by a prospectus supplement.

Prospectus dated , 2001.
i e o o L o o =
+The information contained in this Prospectus is not complete and may be
+changed. We may not sell these securities until the Registration Statement
+filed with the Securities and Exchange Commission is effective. This
+Prospectus is not an offer to sell these securities and is not soliciting an
+offer to buy these securities in any state where the offer or sale is not
+permitted.
e o o L o o =

+ o4+ o+ o+
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ABOUT THIS PROSPECTUS

This prospectus 1s part of a registration statement on Form S-3 that we
filed with the SEC utilizing a shelf registration process. Under this shelf
registration process, we may sell any combination of the securities described
in this prospectus in one or more offerings. If we decide to offer and sell our
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common stock, selling stockholders may use this prospectus to offer and sell up
to 3.5 million shares of our common stock owned by them. The maximum aggregate
dollar amount of securities that may be offered and sold by us and selling
stockholders under this prospectus is $250,000,000. We have provided to you in
this prospectus a general description of the securities we may offer. Each time
we sell our securities, or the selling stockholders sell common stock owned by
them, we or the selling stockholders will provide a prospectus supplement that
will contain specific information about the terms of that offering. For a more
complete understanding of the securities, you should refer to our registration
statement on Form S-3, of which this prospectus is a part, including its
exhibits, together with any information incorporated in this prospectus by
reference. See "Incorporation of Certain Documents By Reference." We may also
add, update or change in the prospectus supplement any of the information
contained in this prospectus.

Neither we nor the selling stockholders have authorized any dealer,
salesperson or other person to give any information or to make any
representation other than those contained or incorporated by reference in this
prospectus and any accompanying prospectus supplement. You must not rely upon
any information or representation not contained or incorporated by reference in
this prospectus or any accompanying prospectus supplement as if we had
authorized it. This prospectus and any accompanying prospectus supplement do
not constitute an offer to sell or the solicitation of an offer to buy any
securities other than the registered securities to which they relate, nor does
this prospectus and any accompanying prospectus supplement constitute an offer
to sell or the solicitation of any offer to buy securities in any Jjurisdiction
to any person to whom it is unlawful to make such offer or solicitation in such
jurisdiction. You should not assume this prospectus or any prospectus
supplement is correct on any date after their respective dates, even though
this prospectus or any prospectus supplement is delivered or securities are
sold on a later date.

References in this prospectus and any accompanying prospectus supplement to
the terms "we," "us," or "Microtune" or other similar terms refer to Microtune,
Inc. unless we state or the context indicates otherwise.

MICROTUNE, INC.

We are a radio frequency silicon and systems company, providing high-
performance radio frequency tuners, upstream amplifiers and transceivers to the
broadband communications markets. Using proprietary technologies and advanced
design methodologies, we have designed and developed radio frequency integrated
circuits and radio frequency systems, called modules, for a variety of
broadband communications access devices, including cable modems, PC/TVs (which
are multimedia personal computers with broadband reception capabilities), set-—
top boxes, digital TVs and other consumer electronic devices. Our radio
frequency products are the gateway devices for reception of video, audio, data
and/or voice over existing broadband communications infrastructures, such as
cable and terrestrial. Our tuners receive and tune radio frequency signals,
transferring a selected signal (or channel) to the rest of the system's
electronics for further operation. Our upstream amplifiers transmit radio
frequency data from the user through the broadband system, amplifying the
signal to levels required by the network. Our transceivers, consisting of both
tuners and upstream amplifiers, enable interactivity by permitting two-way, or
bi- directional, communications. Our latest radio frequency integrated circuit
products offer a high level of integration, resulting in significant cost,
performance, size, reliability and manufacturability benefits. Our radio
frequency module products provide a complete, manufacturing-ready radio
frequency system, eliminating a customer's need for radio frequency design and
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manufacturing expertise.

We are a Delaware corporation with our principal executive offices located
at 2201 Tenth Street, Plano, Texas 75074. Our telephone number is (972) 673-
1600. Our fiscal year ends on December 31. We maintain a website at
www.microtune.com. The reference to our website does not constitute
incorporation by reference of the information contained at this site.
Microtune, MicroTune and the Microtune logo are our trademarks. All other brand
names and trademarks appearing in this prospectus are the property of their
holders.

RECENT DEVELOPMENTS

Transilica Acquisition

On November 28, 2001, we completed the acquisition of Transilica Inc., a
California corporation ("Transilica"), in accordance with the Agreement and
Plan of Merger and Reorganization (the "Merger Agreement") dated as of October
28, 2001.

Under the terms of the Merger Agreement, 7,206,187 shares of Microtune
common stock and 832,125 shares of Microtune common stock issuable under
options assumed by Microtune (in the aggregate, equivalent to 19.99% of
Microtune's outstanding shares of common stock as of November 28, 2001), plus a
cash amount that is based on the cash on the balance sheet of Transilica less
certain liabilities at closing (collectively, the "Merger Consideration"), were
issued, or made available for issuance, and exchanged for all of the
outstanding capital stock of Transilica in an acquisition structured to be a
tax—-free reorganization under Section 368 of the Internal Revenue Code (the
"Transilica Acquisition"). The Merger Agreement also provides that
approximately fifteen percent (15%) of the total Merger Consideration in the
form of shares of Microtune common stock are to be placed in escrow for the
purpose of securing the indemnification obligations of Transilica under the
Merger Agreement. The escrow shares are to be released periodically, subject to
any escrow claims, at the end of each of the full three years following the
closing. The shares issued by Microtune pursuant to the Merger Agreement were
issued pursuant to an exemption from registration under the Securities Act. The
Merger Agreement provides the Transilica shareholders with the right to require
Microtune to register their shares of Microtune common stock within twenty (20)
days after the closing. Despite this registration obligation, certain former
Transilica shareholders who received shares of Microtune common stock and who
executed lock-up agreements with Microtune, will not be able to sell their
shares of Microtune common stock until the earlier to occur of Transilica's
achievement of certain product revenue-based milestones or February 28, 2002.
After achievement of the milestones or February 28, 2002, the lock-up
agreements provide that each month thereafter, ten percent (10%) of the shares
subject to the lock-up agreements will be released from the lock-up
restrictions.

Concurrent with the signing of the Merger Agreement, Transilica and
Microtune entered into a Credit Agreement whereby Microtune agreed to make
unsecured loans to Transilica in an aggregate amount not exceeding five million
dollars ($5,000,000.00). Under the Credit Agreement, if Transilica's cash
balance became less than five hundred thousand dollars ($500,000.00) and
subject to certain other conditions more fully described in the Credit
Agreement, Microtune was to make advances to Transilica upon Transilica's
request. In connection with the execution of the Credit Agreement, Transilica



Edgar Filing: MICROTUNE INC - Form S-3/A

executed a convertible promissory note for five million dollars ($5,000,000.00)
in favor of Microtune, which provided that all outstanding amounts under the
credit facility would bear interest at the rate of 8% per annum. In the event
that the Merger Agreement were terminated prior to closing, all outstanding
amounts under the credit facility would have automatically converted into
Transilica Series B Preferred Stock at a price of $1.6026 per share. The Credit
Agreement also provided that Microtune would have the right to participate on a
pro rata basis in all future rounds of financing undertaken by Transilica.
Microtune closed the Transilica Acquisition on November 28, 2001. As of
November 28, 2001, no advances were made to Transilica by Microtune under the
Credit Agreement. Upon closing the Transilica Acquisition, Microtune had no
further obligation under the Credit Agreement and related promissory note to
make advances to Transilica.

Transilica was founded in 1998 and designs system-on-chip silicon products
for next-generation short-range wireless applications. The products Transilica
is developing consist of highly integrated solutions incorporating radio
transceivers, digital baseband and software on a single chip, which offer
customers low-power consumption and small form factors. Transilica's initial
products will be targeted at the Bluetooth and 802.1la standards, which are
communication protocols for short-range wireless applications. To date,
Transilica's activities have consisted primarily of product research and
development and no significant revenues have been earned from the sale of these
products. Additional research and development efforts will be required

before these products will be available for commercial use. Transilica is also
capable of designing customized system-on-chip solutions to meet a customer's
specific application.

Securities Litigation

Starting on July 11, 2001, multiple purported securities fraud class action
complaints were filed in the United States District Court for the Southern
District of New York. We are aware of at least three such complaints: Berger v.
Goldman, Sachs & Co., Inc. et al.; Atlas v. Microtune et al.; and Ellis
Investments Ltd. v. Goldman Sachs & Co., Inc. et al. The complaints are brought
purportedly on behalf of all persons who purchased our common stock from August
4, 2000 through December 6, 2000. According to the law firm that filed it, the
Atlas complaint names as defendants Microtune, Douglas J. Bartek, our Chairman
and Chief Executive Officer, Everett Rogers, our Chief Financial Officer and
Vice President of Finance and Administration, and several investment banking
firms that served as underwriters of our initial public offering. Microtune,
Mr. Bartek and Mr. Rogers were served with notice on the Atlas complaint on
August 22, 2001, however, they have not been served regarding the other
referenced complaints. The Berger and Ellis Investment Ltd. complaints assert
claims against the underwriters only. More such lawsuits may be filed. Among
other things, the complaints allege liability under Sections 11 and 15 of the
Securities Act of 1933 and Sections 10(b) and 20(a) of the Securities Exchange
Act of 1934, on the grounds that the registration statement for our initial
public offering did not disclose that: (1) the underwriters had agreed to allow
certain of their customers to purchase shares in the offering in exchange for
excess commissions paid to the underwriters; and (2) the underwriters had
arranged for certain of their customers to purchase additional shares in the
aftermarket at pre-determined prices. We are aware that similar allegations
have been made in lawsuits challenging over 180 other initial public offerings
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conducted in 1998, 1999 and 2000. No specific amount of damages is claimed in
the three complaints involving our initial public offering. These cases are
subject to the Private Securities Litigation Reform Act of 1995 and we expect
that the cases will be consolidated into a single action. These cases and all
of the other lawsuits filed in the Southern District of New York making similar
allegations have been coordinated before the Honorable Shira A. Scheindlin who
is expected to set a briefing schedule for motions to dismiss. We believe that
the allegations against Microtune, Inc. Mr. Bartek and Mr. Rogers are without
merit. We intend to contest them vigorously including filing a motion to
dismiss these cases. We are unable at this time to determine whether the
outcome of the litigation will have a material impact on our results of
operations or financial condition in any future period.

Closing of a Filipino Manufacturing Facility

Microtune currently operates two manufacturing facilities for assembly,
calibration and testing of its module products located in Manila, Philippines.
One of the two manufacturing facilities is newer than the other and uses
equipment in the manufacturing and testing process that is newer and more
efficient than the other. As a result, we intend to begin closing the older
manufacturing facility in Manila during the first part of December 2001 and to
begin transitioning our manufacturing and testing requirements to our newer
facility. We believe our newer manufacturing facility has the equipment and
labor capacity to handle the manufacturing and testing presently performed in
our older facility. We do not expect any material delays in implementing this
transition. Our new manufacturing facility is also QS-9000 qualified and ISO
9002 certified.

RISK FACTORS

This prospectus and each accompanying prospectus supplement contains
"forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. These forward-looking statements involve risks
and uncertainties. Our actual results could differ materially from those
anticipated in these forward-looking statements as a result of certain factors,
including those set forth below and elsewhere in this prospectus.

If we are unable to migrate our customers over time from our modules using
discrete components to our radio frequency silicon products or our modules that
incorporate our radio frequency silicon products, our operating results could
be harmed.

Currently, most of our revenues are from the sale of our tuner modules using
discrete, third-party components. Our future success will depend on our ability
to successfully migrate our customers from our modules that use discrete
components to our radio frequency silicon products, or MicroModules containing
the MicroTuner and our other silicon products, by convincing leading equipment
manufacturers to select these products for design into their own products. If
we are not able to convince these manufacturers to incorporate our silicon
products our operating results could be harmed.

We have not completed our integration with Microtune KG's operations and we
may be unable to do so effectively. In addition, we may be unable to
effectively integrate operations related to the Transilica Acquisition and any
acquisition that we may complete in the future.

We combined with Microtune KG in January 2000, and we are still in the
process of integrating Microtune KG's German and Philippines operations with
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ours. Integrating operations of two ongoing businesses can be difficult,
especially when they are located in different countries. In addition to
integrating the operational aspects of our two companies, we will also face
challenges coordinating and consolidating our financial reporting functions.
For example, our accounting functions utilize different software programs, and
Microtune KG's consolidated financial statements have historically been
prepared based on German generally accepted accounting principles. We may not
be able to complete this integration on a timely and cost-effective basis.

We continually evaluate potential acquisitions of complementary businesses,
products and technologies, including those that are significant in size and
scope. In pursuit of our strategy to acquire complementary businesses and
products, we entered into the Merger Agreement to acquire Transilica on October
28, 2001 and consummated this acquisition on November 28, 2001. The Transilica
Acquisition and future acquisitions may require significant capital infusions
and typically involve a number of special risks, including the inability to
obtain, or meet conditions imposed for governmental approvals for the
acquisition, the diversion of management's attention to the assimilation of the
operations and personnel of acquired businesses, the unpredictability of costs
related to the acquisition and the difficulty of integration of acquired
businesses, products, technologies and employees into our business and product
offerings. Achieving the anticipated benefits of any acquisition will depend,
in part, upon whether integration of the acquired business, products,
technology, or employees is accomplished in an efficient and effective manner,
and there can be no assurance that this will occur. The difficulties of such
integration may be increased by the necessity of coordinating geographically
disparate organizations, the complexity of the technologies being integrated,
and the necessity of integrating personnel with disparate business backgrounds
and combining different corporate cultures. For example, Transilica has
operations in Japan, Taiwan and Singapore and has a corporate culture that may
differ in certain respects from our own. Accordingly, there can be no assurance
that we can successfully integrate the business and personnel of Transilica or
any future acquisitions into our own.

The inability of management to successfully integrate any acquisition that
we may pursue, and any related diversion of management's attention, could have
a material adverse effect on our business, operating results and financial
position. Moreover, there can be no assurance that any products acquired will
gain acceptance in our markets, that we will be able to penetrate new markets
successfully or that we will obtain the anticipated or desired benefits of such
acquisitions. We acquired Transilica in part to incorporate its wireless/LAN
product

offerings into our product offerings. Despite our belief that Transilica's
products will be accretive and synergistic to our business, there can be no
assurance that Transilica's products will gain acceptance by our current
customers or that they will enable us to penetrate new markets. Also, acquired
products may contain defects of which we are unaware which may result in
increased and unanticipated development costs. In addition, acquisitions may
materially and adversely affect our results of operations because they may
result in significant one-time accounting charges or could result in increased
debt or contingent liabilities, adverse tax consequences, substantial
depreciation or deferred compensation charges, acquired in-process research and
development expenses, or the amortization of amounts related to deferred
compensation, and intangible assets. Any acquisition that we pursue or
consummate could result in the incurrence of debt and contingent liabilities,
goodwill and other intangibles, other acquisition-related expenses, and the
loss of key employees. Moreover, we cannot predict accounting regulations,
conventions, interpretations and related issues that may emerge in the future
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which could have a material adverse effect on our business, operating results
or financial position.

We cannot assure you that we will be able to consummate any pending or
future acquisitions or that we will realize the benefits anticipated from these
acquisitions. We have limited organizational experience in acquiring and
integrating businesses, and we will need to develop the relevant skills if we
are to be successful in realizing the benefits of any future acquisitions. In
the future, we may not be able to find other suitable acquisition opportunities
that are available at attractive valuations, if at all. Even if we do find
suitable acquisition opportunities, we may not be able to consummate the
acquisitions on commercially acceptable terms. In addition, we may need to
issue equity securities that could be dilutive to our existing stockholders in
order to consummate such acquisitions.

The intensive capital and cash requirements of Transilica could have a
material adverse effect on our business, operating results, financial position
or future prospects and could cause a substantial decline in the trading price
of Microtune's common stock.

Transilica is a capital intensive business and we anticipate that Transilica
will require significant cash to fund its operations. The intensive capital and
cash requirements of Transilica could cause a drain on our cash reserves, or
could require us to access the capital markets or pursue private equity or debt
investment by outside third parties to further fund the operation of
Transilica's business. There can be no assurance that our funding of
Transilica's cash requirements will enable Transilica to meet its product
development and sales objectives. Furthermore, the intensive capital and cash
requirements of Transilica could have a material adverse effect on Microtune's
business, operating results, financial position or future prospects and could
cause a substantial decline in the trading price of Microtune's common stock.

Transilica is currently in the research and development phase of its product
development and it does not currently generate significant revenue from the
sales of its products.

Additional research and development expenditures will be necessary before
Transilica's products will be ready for commercial sale to potential customers.
There can be no assurance that if Transilica's products achieve commercial
viability, they will be accepted by our current customers or that such products
will enable us to penetrate new markets. The inability of Transilica's products
to gain acceptance with our current and potential customers could have a
material adverse effect on Microtune's business, operating results, financial
position or future prospects.

As a result of the Transilica Acquisition and any significant future
acquisitions that we complete in which a substantial amount of equity
securities of Microtune are issued, the holders of Microtune common stock will
experience immediate and substantial dilution to their percentage stockholdings
of Microtune.

Upon closing the Transilica Acquisition, Microtune issued or made available
for issuance 7,206,187 shares of Microtune common stock and 832,125 shares of
Microtune common stock issuable under options assumed by Microtune (in the
aggregate, equivalent to 19.99% of Microtune's outstanding shares of common
stock as of November 28, 2001) to the shareholders of Transilica. Upon the
issuance of this stock and the assumption of such options, the holdings of the
current stockholders of Microtune were substantially diluted. The issuance and
registration by Microtune of shares of its common stock in any acquisition may
cause the price of our common

10
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stock to decline. A decline in the price of our common stock could also
negatively affect our ability to pursue future acquisitions, or cause future
acquisitions to be more costly.

As a result of the Microtune KG acquisition, we have recorded $36.3 million
of goodwill and acquired intangibles which will be amortized over one to five
years.

This amortization, if continued, would increase our net loss or decrease our
net income by approximately $7.1 million in each of the years 2001 through
2004. However, in June 2001, the Financial Accounting Standards Board (FASB)
issued Statement of Financial Accounting Standards ("SFAS") No. 141, Business
Combinations, and No. 142, Goodwill and Other Intangible Assets, effective for
fiscal years beginning after December 15, 2001. Under the new rules, the
pooling-of-interests method of accounting for business combinations has been
eliminated. Also, the criteria for recognizing acquired intangible assets apart
from goodwill has been changed, and acquired goodwill and intangible assets
recorded having indefinite lives will no longer be amortized, but will be
subject to annual impairment tests in accordance with SFAS No. 141 and SFAS No.
142. Other acquired intangible assets will continue to be amortized over their
useful lives. We will apply the new rules on accounting for goodwill and other
intangible assets recorded as a result of the Microtune KG acquisition
beginning in the first quarter of 2002. During 2002, we will perform the first
of the required impairment tests of goodwill and indefinite lived intangible
assets as of January 1, 2002. We have not yet determined what the effect of
these tests will be on our earnings or financial position. If our investment is
subject to earlier than expected write-offs, our net income or net loss in any
given period could be lower than anticipated and the market price of our stock
could decline.

We are dependent upon third parties, some of whom compete with us, for the
supply of components for our module manufacturing. Our failure to obtain
components for our module manufacturing would seriously harm our ability to
ship modules to our customers in a timely manner.

Many of the components for our modules are sole-sourced, meaning that we
depend upon one supplier for a specific component. At times we have experienced
significant difficulties in obtaining an adequate supply of components
necessary for our manufacturing operations, which have on occasion prevented us
from delivering radio frequency products to our customers in a timely manner.
For example, in 2000, we did not receive our expected allocation of components
from several significant sole-source suppliers which constrained our ability to
meet customer demand. Failure to meet customer demand can result in customers
selecting competitor products. We are not able to quantify the amount of lost
revenues due to our failure to satisfy customer demand, but we believe the loss
of revenue may have been material in 2000, and may be material in the future.
We may experience similar shortages of components in the future.

We usually do not have long-term supply agreements with our suppliers and
instead obtain components on a purchase order basis. Our suppliers typically
have no obligation to supply products to us for any specific period, in any
specific quantity or at any specific price, except as set forth in a particular
purchase order. Our requirements often represent a small portion of the total
production capacity of our suppliers, and our suppliers may reallocate capacity
to other customers even during periods of high demand for our radio frequency
products. In addition, some of our suppliers offer or may offer products that
compete with our radio frequency products. As a result, these suppliers may
preferentially allocate their components to in-house or third party
manufacturers, rather than us.

11
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If our suppliers were to become unable or unwilling to continue
manufacturing or supplying the components that we utilize in our radio
frequency products, our business would be seriously harmed. As a result, we
would have to identify and qualify substitute suppliers or design around the
component. This would be time-consuming and difficult, and may result in
unforeseen manufacturing and operations problems. This may also require our
customers to requalify our parts for their products, which may be a lengthy
process. The loss of a significant supplier or the inability of a supplier to
meet performance and quality specifications or delivery schedules could impede
our ability to meet customer demand for timeliness, performance and quality,
which could harm our reputation and our business.

If we are unable to develop and introduce new radio frequency products
successfully and in a cost-effective and timely manner or to achieve market
acceptance of our new products, our operating results would be substantially
harmed.

convince leading equipment manufacturers to select these products for design
into their own new products. Our quarterly results in the past have been, and
are expected in the future to continue to be, dependent on the introduction and
market acceptance of a relatively small number of new products and the timely
completion and delivery of those products to our customers. For example, we
believe that market acceptance of our radio frequency integrated circuits for
the cable modem market will be limited until the time that we introduce radio
frequency integrated circuits with the power requirements that conform to the
evolving specifications of some cable modem manufacturers.

The development of new radio frequency products is highly complex, and from
time to time we have experienced delays in completing the development and
introduction of new products. In addition, some of our new product development
efforts are focused on producing silicon products utilizing architectures and
technologies with which we have no experience and delivering performance
characteristics such as low power consumption at levels that we have not
previously achieved. If we are not able to develop and introduce these new
products successfully and in a cost-effective and timely manner, we will not be
able to penetrate our target markets successfully and our operating results
would be substantially harmed.

We face intense competition in the broadband communications and radio
frequency tuner markets, which could reduce our market share in existing
markets and affect our ability to enter new markets.

The broadband communications and radio frequency tuner markets are intensely
competitive. We expect competition to continue to increase as industry
standards become well known and as other competitors enter our target markets.
We compete with, or may in the future compete with, a number of major domestic
and international suppliers of integrated circuit and system modules in the
cable modem, PC/TV, set-top box, cable telephony, digital TV and automotive
markets. We compete primarily with tuner manufacturers such as Alps, Panasonic,
Philips Electronics, Samsung and Thomson, with semiconductor companies such as
Anadigics, Analog Devices, Broadcom and Maxim, and potentially with companies
such as Conexant and Silicon Wave. Conexant and Silicon Wave have announced
silicon tuner products that are competive with our tuner products. Among other
things, several of our competitors have broader product and service offerings
and could bundle their competitive tuner products with other products and
services they offer. This competition has resulted and may continue to result
in declining average selling prices for our radio frequency products.

Many of our current and potential competitors have advantages over us,
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including:
longer operating histories and presence in key markets;
greater name recognition;
access to larger customer bases;

significantly greater financial, sales and marketing, manufacturing,
distribution, technical and other resources;

relationships with potential customers as a result of the sales of other
components, which relationships our competitors can leverage into sales
of products competitive with our radio frequency products; and

broader product and service offerings that may allow them to compete
effectively by bundling their products.

As a result, our competitors may be able to adapt more quickly to new or
emerging technologies and changes in customer requirements and may be able to
devote greater resources to the development, promotion and sale of their
products.

Consolidation by industry participants, including in some cases,
acquisitions of some of our customers or suppliers by our competitors, or
acquisitions of our competitors by our customers or suppliers, could create
entities with increased market share, customer base, technology and marketing
expertise in markets in which we compete. In fact, some of our suppliers offer
or may offer products that compete with our radio frequency products. These
developments may significantly and adversely affect our current markets, the
markets we are seeking to serve and our ability to compete successfully in
those markets, thereby harming our results of operations.

The average selling price of our products will likely decrease over time. If
the selling price reductions are greater than we expect, our operating results
will be harmed.

Historically, the average selling price of our products has decreased over
the products' lives. In addition, as the markets for radio frequency integrated
circuit products and transceivers mature, we believe that it is likely that the
average unit prices of our radio frequency products will decrease in response
to competitive pricing pressures, increased sales discounts, new product
introductions and product bundling. To offset these decreases, we rely
primarily on achieving yield improvements and other cost reductions for
existing products and on introducing new products that can often be sold at
higher average selling prices.

Although we will seek to increase the sales of our higher margin products,
our sales, product and process development efforts may not be successful. Our
new products or processes may not achieve market acceptance. To the extent we
are unable to reduce costs or sell our higher margin products, our results of
operations would suffer.

We expect our quarterly operating results to continue to fluctuate.
Our quarterly results of operations have fluctuated significantly in the

past and may fluctuate significantly in the future due to a number of factors,
many of which are not in our control. These factors include:
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timing, cancellation and rescheduling of significant customer orders,
which result in revenues being shifted from one quarter to another;

the ability of our customers to procure the necessary components for
their end-products that utilize our radio frequency tuners to conduct
their operations as planned for any quarter;

pricing concessions on volume sales to particular customers for
established time frames;

slowdowns in customer demand and related industry-wide increases in
inventories;

our inability to predict our customers' demand for our products;
changes in our product and customer mix between quarters;

labor disputes at our manufacturing facilities in the Philippines, which
may cause temporary slowdowns or shutdowns of operations; and

quality problems with our radio frequency tuners that result in
significant returns.

Our manufacturing operations could be adversely impacted and our financial
performance harmed if we fail to successfully transition manufacturing
operations from our union facility to our newer facility.

Microtune currently operates two manufacturing facilities in Manila,
Philippines for the assembly, calibration and testing of its module products.
One of the two manufacturing facilities is newer than the other and uses newer
and more efficient equipment in the manufacturing and testing process. As a
result, we intend to begin closing the older manufacturing facility in Manila
during the first part of December 2001 and to begin transitioning our
manufacturing and testing requirements to our newer facility. We believe our
newer manufacturing facility has the equipment and labor capacity to handle the
manufacturing and testing presently performed in our older facility. If we are
unable to successfully transition the manufacturing operations of our older
union facility to our newer facility, we may not meet our manufacturing and
testing requirements which could cause a significant delay in our ability to
deliver our products. Any delay caused by such a disruption could require us to
seek an alternate manufacturer at increased expense and cost. As a result, a
disruption or delay in the transition from our older facility to our newer
facility could have a material negative impact on our business operations and
our financial results.

Our dependence on a single manufacturing facility could jeopardize our
operations.

Upon closing of our older manufacturing facility in Manila, Philippines, our
manufacturing operations will be conducted at a single, newer facility in
Manila, Philippines. Our reliance on a single manufacturing facility exposes us
to higher manufacturing risks, which may include risks caused by labor
disputes, terrorism, process

abnormalities, human error, theft, government intervention or a natural
disaster such as a fire, earthquake or flood. As a result of our dependence on
a single manufacturing facility, and if we encounter any significant delays or
disruptions, we may not be able to meet our manufacturing and testing
requirements which could cause a significant delay in our ability to deliver
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our products. Any delay caused by such a disruption could require us to seek an
alternate manufacturer at increased expense and cost. As a result, any
disruption or delay in procuring an alternate manufacturing facility could have
a negative impact on our business operations and our financial results.

We believe that transitioning our silicon products to higher performance
process technologies will be important to our future competitive position. If
we fail to make this transition efficiently, our competitive position could be
seriously harmed.

We continually evaluate the benefits, on a product-by-product basis, of
migrating to higher performance process technologies in order to produce more
efficient and higher performance integrated circuits. We believe this migration
is required to remain competitive. Other companies in the industry have
experienced difficulty in migrating to new process technologies and,
consequently, have suffered reduced yields, delays in product deliveries and
increased expense levels. We may experience similar difficulties.

Moreover, we are dependent on our relationships with foundries to
successfully migrate to higher performance processes. Our foundry suppliers may
not make higher performance process technologies available to us on a timely or
cost-effective basis, if at all. If our foundry suppliers do not make higher
performance process technologies available to us on a timely or cost-effective
basis or if we experience difficulties in migrating to these advanced
processes, our competitive position and business prospects could be seriously
harmed.

Because we depend on a few significant customers for a substantial portion
of our revenues, the loss of a key customer could seriously harm our business.

We have derived a substantial portion of our revenues from sales to a
relatively small number of customers. As a result, the loss of any significant
customer could significantly harm our revenues. Sales to DaimlerChrysler
accounted for approximately 19% of our consolidated net revenues for the year
ended December 31, 2000 and 22% of consolidated net revenues for the nine
months ended September 30, 2001. Sales to our twenty largest customers,
including sales to their respective manufacturing subcontractors, accounted for
approximately 77% of our total sales for the year ended December 31, 2000 and
88% of our total sales for the three months ended September 30, 2001. We
believe that our future operating results will continue to depend on the
success of our largest customers and on our ability to sell existing and new
products to these customers in significant quantities. The loss of a key
customer or a reduction in our sales to any key customer could harm our
revenues and consequently our financial condition.

If we are unable to continue to sell existing and new products to our key
customers in significant quantities or to attract new significant customers,
our future operating results could be harmed.

We may not be able to maintain or increase sales to our key customers or to
attract new significant customers for a variety of reasons, including the
following:

most of our customers can stop purchasing our radio frequency products
with limited notice to us without incurring any significant contractual
penalty;

most of our customers typically buy our radio frequency products through
a purchase order, which does not require them to purchase a minimum

amount of our radio frequency products;

many of our customers and potential customers have pre-—-existing

15



Edgar Filing: MICROTUNE INC - Form S-3/A

relationships with our current or potential competitors, which may
affect their decision to purchase our radio frequency products;

some of our customers or potential customers offer or may offer products
that compete with our radio frequency products; and

our longstanding relationships with some of our larger customers may
also deter other potential customers who compete with these customers
from buying our radio frequency products.

10

If we do not maintain or increase sales to existing customers or attract
significant new customers, our revenues would diminish and consequently our
business would be harmed.

The sales cycle for our radio frequency products is long, and we may incur
substantial non-recoverable expenses and devote significant resources to sales
that may not occur when anticipated or at all.

Our customers typically conduct significant evaluation, testing,
implementation and acceptance procedures before they purchase our radio
frequency products. As a result, we may expend significant financial and other
resources to develop customer relationships before we recognize any revenues
from these relationships, and we may never recognize any revenues from these
efforts. Our customers' evaluation processes are frequently lengthy and may
range from three months to one year or more. In many situations, our customers
design their products to specifically incorporate our radio frequency
products, and our radio frequency products must be designed to meet their
stringent specifications. This process can be complex and may require
significant engineering, sales, marketing and management efforts on our part.
This process becomes more complex if we simultaneously qualify our products
with multiple customers.

Uncertainties involving the ordering and shipment of our radio frequency
products could harm our business.

Our sales are typically made pursuant to individual purchase orders, and we
generally do not have long-term supply arrangements with our customers,
including our most significant customers in terms of volume of sales. Our
sales orders typically provide that our customers may cancel orders until 90
days prior to the shipping date and may reschedule shipments up to 30 days
prior to the shipping date; however, in the past, we have permitted customers
to cancel orders less than 90 days before the expected date of shipment, in
many cases with little or no penalty. Moreover, we routinely manufacture or
purchase inventory based on estimates of customer demand for our radio
frequency products, which demand is difficult to predict. The cancellation or
deferral of product orders, the return of previously sold products or
overproduction due to the failure of anticipated orders to materialize could
result in our holding excess or obsolete inventory that could substantially
harm our business, financial condition and results of operations. In addition,
our inability to produce and ship radio frequency products to our customers in
a timely manner could harm our reputation and damage our relationships with
our customers.

We customize a substantial portion of our radio frequency products to
address our customers' specific radio frequency needs. If we do not sell our
customer-specific products in large volumes, we may be unable to cover our

fixed costs or may be left with substantial unsaleable inventory.

We manufacture a substantial portion of our radio frequency products to
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address the needs of individual customers. Frequent product introductions by
systems manufacturers make our future success dependent on our ability to
select development projects that will result in sufficient volumes to enable
us to achieve manufacturing efficiencies. Because customer-specific radio
frequency products are developed for unique applications, we expect that some
of our current and future customer-specific radio frequency products may never
be produced in volume and may impair our ability to cover our fixed
manufacturing costs. In addition, if our customers fail to purchase these
customized radio frequency products from us, we risk having substantial
unsaleable inventory. If we have substantial unsaleable inventory, our
financial condition would be harmed.

We primarily depend on a single third-party wafer foundry to manufacture
all of our integrated circuit products, which reduces our control over the
integrated circuit manufacturing process and could increase costs and decrease
availability of our integrated circuit products.

We do not own or operate a semiconductor fabrication facility. We primarily
rely on IBM, an outside foundry, to produce most of our integrated circuit
radio frequency products, although we are in the process of qualifying x-FAB
for manufacturing our newer integrated circuit products. We do not have a
long-term supply agreement with IBM and instead obtain manufacturing services
on a purchase order basis. IBM has no obligation to supply products to us for
any specific period, in any specific quantity or at any specific price, except
as set forth in a particular purchase order. Our requirements represent a
small portion of the total
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production capacity of this foundry, and IBM may reallocate capacity to other
customers even during periods of high demand for our integrated circuits. If
IBM were to become unable or unwilling to continue manufacturing our
integrated circuits, our business would be seriously harmed. As a result, we
would have to identify and qualify substitute foundries, which would be time
consuming and difficult, resulting in unforeseen manufacturing and operations
problems. In addition, if competition for foundry capacity increases, our
product costs may increase, and we may be required to pay significant amounts
to secure access to manufacturing services. If we do not qualify or receive
supplies from additional foundries, including x-FAB, we may be exposed to
increased risk of capacity shortages due to our dependence on IBM.

We depend on a single third-party subcontractor for integrated circuit
packaging, which reduces our control over the integrated circuit packaging
process and could increase costs and decrease availability of our integrated
circuit products.

Our integrated circuit products are packaged by a sole independent
subcontractor, Amkor, using facilities located in South Korea. We do not have
long-term agreements with Amkor and typically obtain services from it on a
purchase order basis. Our reliance on Amkor involves risks such as reduced
control over delivery schedules, quality assurance and costs. These risks
could result in product shortages or increase our costs of packaging our
products. If Amkor is unable or unwilling to continue to provide packaging
services of acceptable quality, at acceptable costs and in a timely manner,
our business would be seriously harmed. We would also have to identify and
qualify substitute subcontractors, which could be time consuming and difficult
and may result in unforeseen operations problems.

Our i