


Financial Highlights

(In millions, except per share data) 1997 1996

Revenues $  47.7 $  29.0

Net income 3.2 1.6

Pro forma earnings per share 0.47 0.28

Total assets 35.7 13.3

Current portion of notes payable 1.1 .8

Long-term debt 1.4 1.7

Working capital 20.4 4.7

Stockholders’ equity 23.6 5.2

Backlog 78.4 28.7

Certain statements in this Annual Report that are not historical fact constitute “forward-looking statements”
within the meaning of the Private Securities Litigation Reform Act of 1995. Such forward-looking statements
involve known and unknown risks, uncertainties and other factors which may cause the actual results of the
Company to be materially different from historical results or from any results expressed or implied by such
forward-looking statements.  These factors are discussed under the caption “Risk Factors” in the Company’s
annual report on Form 10-K for the year ended March 31, 1997.
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“Building on 10 Years of Success in
Global Satellite Communications”

Our theme for this annual report communicates three key messages about ViaSat.
The first is that, though we are a new public company, we have a 10-year track record
of growth and success in our markets. Second is that, while many are talking about
the promise of new global satellite communications, we have been helping to build
the world’s largest satellite DAMA network for the U.S. Department of Defense.
And finally, we are building on this sound foundation by investing in new commercial
products that leverage our expertise in digital communications.
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To Our Shareholders:

Welcome to our first annual report

as a publicly traded corporation.

Fiscal 1997 was a banner year for

ViaSat on a number of fronts.  We believe our IPO

signals a transition from a privately-held networking

technology boutique into an aggressive supplier of

some of the world’s most advanced satellite network-

ing systems.  The core of our business continues to be

our Demand Assigned Multiple Access (DAMA)

networking.  DAMA is a software technology that

leverages scarce wireless resources by efficiently

metering bandwidth “on demand” for voice, fax, data, e-

mail, Internet access or other digital transmission

services.  With wireless spectrum auctions vividly

illustrating the dollar value of bandwidth, there has

never been a greater opportunity to build on this

technology than there is now.

• Our Best Financial Year

Financially this was our best year ever.  Sales grew

to $47.7 million, an increase of over 60% compared to

FY96.  Net income doubled to $3.2 million, compared

to $1.6 million in the prior year.  We are especially

pleased that we were able to meet our financial goals

while still investing in new commercial and government

products at a record pace.  We also earned new

contract awards totaling $100 million, including $24.9

million in negotiated options.  This includes a number

of multi-year contracts and provides a solid foundation

entering the current fiscal year.

During this past year we completed engineering

development and installation of two UHF (Ultra High

Frequency) DAMA Satellite Network Control Termi-

nals for the U.S. Air Force.  Installation of the network

control and management facilities clears the way for

deployment of UHF DAMA subscriber terminals.  This

was the single largest project ever undertaken by our

company.  It’s also the first successful U.S. government

deployment of fully automatic DAMA satellite network

control for airborne and special operations forces.

Our timely completion of this very challenging project

was a major milestone not only for us, but for the U.S.

Air Force as well.  The DAMA network substantially

improves rapid, secure, global connectivity to our

country’s most advanced, front-line defense units.

Over the same time period we delivered almost

2000 UHF DAMA subscriber satellite modems to

Hughes Defense Communications under the AN/PSC-

5 “Spitfire” manpack contract.  ViaSat is now the

leading producer of UHF DAMA subscriber equipment.

During the year, we received the complete set of U.S.

government DAMA product “certifications”.  As of

now, ViaSat is the only manufacturer with fully certified

DAMA products.  Our leadership position in the U.S.

defense market has created international opportunities

for defense satellite communications with allies

over seas.
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• Broadening Applications

We also pushed ahead in other defense-related

areas.  We developed a “PCMCIA” (PC card) version of

our government standard packet data processor.  This

credit card sized product moves the company into new

levels of integration for military satellite networking.

Plus, we developed networking software that extends

TCP/IP (Internet Protocol) access to the interference-

prone tactical UHF satellite environment.  We are

exploring several ways to broaden government and

industrial applications of these products.

The company received important new orders in

our communication signal simulation product line.  A

development program for a new form of Department

of Defense (DoD) network encryption successfully

earned critical government information security

endorsements.  We also received seed R&D concept

orders in several new technology areas.

• Commercial Growth

While our total commercial business is in its

infancy, we made substantial progress in the past fiscal

year.  We established important customer relationships

and contracts with Hutchison Corporate Access, (a

division of Hutchison Whampoa, Ltd of Hong Kong),

HCL Comnet (a member of the HCL Group in India)

among others.  We also made a major technology jump

from private networks into integrating with the Public

Switched Telephone Network (PSTN) in Asia.  We

developed a substantial amount of new networking

software for PSTN switch interconnection, call

processing, routing, billing data bases, fault tolerance,

and network management.  During FY97 we installed

the first sites of public and private networks that can

continue to grow for many years.  Plus, these initial

network installations provide technology and business

models that can be applied to satellite service

providers in other regions of the world.

• Satellite’s Emergence

Our experience this past year strengthens our

conviction that there is a growing place for satellite

communications in the emerging wireless world.

Satellite communications, like the rest of the wireless

industry, is being transformed into a networking

business; driven by software providing seamless

integration into the larger wired and wireless terres-

trial infrastructures.  ViaSat’s strategy focuses on our

expertise in real time satellite networking software to

create an enduring competitive advantage in this

marketplace.  We look forward to an exciting and

prosperous year and we greatly appreciate the oppor-

tunity to earn your continued support.

Sincerely,

Mark D. Dankberg
President, CEO & Chairman of the Board
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People & Products
MD-1324(c)/U

UHF DAMA Modem

Introduction

ViaSat began trading on the Nasdaq

National Market on December 3, 1996.

The company has recorded eleven

consecutive years of internally generated growth.  We

just completed our tenth consecutive profitable year.

ViaSat began in 1986 with 3 people and under $25,000

in capital.  The founders of ViaSat brought backgrounds

in leading edge satellite communications technology.

Mark Dankberg was an assistant vice president at

Linkabit Corp.  in San Diego before founding ViaSat at

the age of 31.  Co-founders Steve Hart and Mark Miller

also came from Linkabit, where some of the first

interactive Very Small Aperture Terminals (VSATs) were

conceived and developed.  All three founders remain

with the Company today - Dankberg as Chairman,

CEO and President; Miller as Chief Technical Officer

for communications technology and hardware; and

Hart as Chief Technical Officer for networking and

software.  Subsequently, the trio secured $300,000 in

seed venture capital.  It was the only outside equity

required.  ViaSat “bootstrapped” its own growth

through retained earnings and offering stock to

employees until the IPO last year.

A Track Record of
Rapid Growth

The Company has grown by developing and

supplying leading-edge technology for satellite net-

working and related advanced digital communications

products to the U.S.  Department of Defense (DoD).

More recently we have begun applying our satellite

networking expertise towards communications

infrastructure systems in

developing nations.  Over

this time;

■ Sales have grown at

a compounded

annual rate of 63%

over the last eleven

years.

■ Profits increased

from $224,000 five

years ago to $3.2 million in FY97.

■ Backlog at the end of FY97 reached $78.4

million — with a record $100 million in new

orders during the year.

■ ViaSat was named three times on the INC.

500 list of fastest growing private companies -

in 1991, 1995 and 1996.

■ In May, 1997  ViaSat was cited as one of “100

Hot Growth Companies” by Business Week

magazine.
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W
hile much planning and discussion
has been taking place on the
subject of global satellite communi-

cations networks, ViaSat has been busy
building one for the U.S. Department of
Defense. Called the Network
Control System (NCS) this
DAMA network
connects ships,
aircraft, vehicles,
fixed installations,
and soldiers in
the field around
the globe.

After
extensive
engineer-
ing and
develop-
ment
work, ViaSat
was awarded
a contract to
build and install four NCS sites in May, 1996.

Three of the sites - Norfolk, VA;  Waianae,
Hawaii; and Naples, Italy - were complete as
this report was going to press, with the fourth

in Guam soon to
follow. The

control
stations
coordinate
signals

between
several DoD

satellites, giving
users worldwide
connectivity,
channel access
on demand, and

greater satellite
capacity.

ViaSat UHF DAMA
modems, certified by

government agencies, are part
of the NCS installations, and can be used

to connect users to the network.

Satellite
Captures
Consumer and
Investor
Interest

Yet, our business is

unfamiliar to many people

because much of our

technology is focused in an

area that is only now

entering the communica-

tions mainstream.  Over the

last decade the satellite

industry has captured the

attention of consumers and

investors in several different

business areas:

■ Direct Broadcast

Satellite (DBS)

digital TV has

become one of the

fastest growing consumer electronics

markets ever.

■ Satellite based “Global Positioning System”

(GPS) receivers have

entered consumer and

industrial markets for

automotive, boating, and

even personal navigation.

■ “Low Earth Orbit” (LEO) global mobile

satellite providers are planning to offer

premium-priced “minutes of use” to users

outside the reach of terrestrial cellular

networks.  These handheld satellite phones

will be expensive to use, but offer unprec-

edented global mobility.

■ Manufacturers and service providers have

announced initiatives for two-way “broad-

band” services direct to fixed-site customer

premises via satellite.  These systems would

use new spectrum allocations in the so-called

“K
a
-band” to support high speed Internet

access, video on demand, software distribu-

tion, and other services to two-foot

satellite dishes.
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People & Products
Telephony Interface Module

These examples all illustrate ways that satellites

can be successfully applied to familiar “consumer”

oriented markets.  They show the growing role of

satellites in the broader wireless communication

industry.  And they help point out the opportunities

for companies with exceptional technical expertise in

satellite transmission and networking.  However,

ViaSat’s primary satellite communications focus is in a

different area than these examples.

We anticipate that other significant markets for

satellite communications will emerge.  One example

derives from the traditional “VSAT” (Very Small

Aperture Terminal) industry, which has been focused

on low cost data transactions for fixed-site “private

networks.”  VSATs are two-way satellite terminals with

antennas (dishes) that are typically about four feet in

diameter.  The most familiar domestic application is

“pay at the pump” credit card transaction approval at

gas stations.  VSATs costing several thousand dollars

each have caught the interest of developing nations as

a means to expand telecommunications

 infrastructure.

But traditional VSAT “transaction-oriented” data

networking is inappropriate for consumer applications

such as seamless voice, data, and fax communications

via Public Switched Telephone Networks.  And, at

several thousand dollars per terminal, the price points

are too high for mass markets.  Basic telephony is

sometimes referred to as “thin-route mesh” network-

ing because each subscriber can be directly connected

to any other subscriber with a relatively low data rate

circuit (several kilo bits per second).  The prototypical

application is telephone service to regions with low

population density - generically called “rural telephony.”

That contrasts to the data VSAT business with its much

simpler networking (point-of-sale terminal to main-

frame computer, for instance).
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utchison Telecom-
munications, based
in Hong Kong, is

one of our first customers to
use ViaSat Carrier Access
telephony products, with a
Network Control System
installed in Hong Kong and
the first traffic terminals
installed in Brunei and Kuala
Lumpur. Most thin route long
distance calls in the region must pass

through “transit hubs” in
large cities, but ViaSat DAMA will give Hutchison customers connec-
tions that are routed directly to their destinations. Software code
engineered by  ViaSat drives the network control system (left), routing
calls to the most efficient destination, cutting wholesale long distance
charges for carriers and subscribers.

As the diagram shows, calls may be routed directly to a ViaSat
terminal connected to a phone, to a small terrestrial gateway, or to a
large traffic terminal.  The network routing software selects the least-
cost route, but can also adapt to congestion on the network via
alternative routes.

H

People & Products
VME DAMA Modem Card

Keys to
Unlocking a
Two-Way
Satellite
Network
Mass
Market

We believe there are

several keys to unlocking a

mass market for two-way

thin route satellite net-

works:

■ Satellite networks

must offer “toll

quality” telephone

service with

features compa-

rable to terrestrial

systems.

■ Satellite networks

must have initial

capital costs per subscriber comparable to or

lower than terrestrial alternatives in the

target geographic markets.

■ Recurring operating costs must be compa-

rable to or lower than terrestrial alternatives

in those target geographic markets.  This will

require highly efficient utilization of scarce

satellite bandwidth.

■ The networks must be “scaleable” to effec-

tively address applications ranging from a few

thousand customers up to millions of sub-

scribers.

■ Standards must emerge that enable econo-

mies of scale and open, multi-vendor network

environments.
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People & Products
Embeddable Encryption Card

People & Products
Communications Simulation

We believe that a significant

new market for fixed-site two-

way “thin route” voice and data

communications will emerge in

the developing nations of Asia,

Latin America, Eastern Europe

and Africa in the near future.

And, we anticipate that compa-

nies that bring a strong back-

ground in sophisticated net-

working software coupled with

satellite transmission technology

will help forge these new

markets.  To be sure, there are significant hurdles along

the way.  Establishing such a market will require close

cooperation among satellite manufacturers, ground

equipment suppliers, and service providers.  Service

providers, in particular, must obtain regulatory approv-

als from government agencies and/or government

owned “Postal, Telephone and Telegraph” monopolies

(PTTs) to be able to offer service in many nations.

Even revenue collection can be an issue in sparsely

populated regions.  Satellite ground equipment

manufacturers require a vibrant service industry to

stimulate demand for their

products.

Still, many of these same

business and regulatory issues

are already confronting the

satellite TV and LEO global

mobile service industries

planning operations in

developing nations.  We expect

solutions perfected in those

markets will serve as models

for the rural telephony business.

Meanwhile, we have begun

establishing partnerships with

service providers and telecom-

munications equipment manu-

facturers that will be valuable in

executing our vision.  During the

past year we have built on, or

announced, working relation-

ships with highly regarded

satellite service providers

including Hutchison Whampoa

in Hong Kong, and HCL Comnet

in India.  More recently, ViaSat and Nortel (Northern

Telecom) announced a working relationship to address

large scale rural telephony markets building on ViaSat

DAMA technology.

Leadership in DAMA
Technology for the DoD

ViaSat’s expertise in satellite communication stems

directly from our leadership in DAMA technology for

the DoD.  Our experience

there is relevant to the

commercial “rural telephony”

opportunity in several ways:

■    The DoD, with limited

global satellite bandwidth,

places a high priority on

network efficiency and

capacity.

■The DoD created a set of
8



M
ore than any other
product, the “EMUT” is
the product behind the

acceleration of growth at ViaSat. An
initial order in late 1994 triggered our
transition into a volume manufacturer
and a leading supplier of UHF DAMA to
the U.S. Government. Over 3,000 of the
modem modules shown at right have been
shipped to customer Hughes Defense Communications.

Then in March ViaSat received a follow-up order for
additional units valued at over $20 million.

EMUT stands for Enhanced Manpack UHF
Terminal (now called AN/PSC-5 Spitfire Terminal). The
complete battery-operated UHF satellite radio is
built into a backpack for use by the U.S. Army. The
ViaSat module requests, and establishes channels

for voice, e-mail, Fax or other data transmissions on-
demand.

The terminal, combined with a por table
satellite antenna (as shown), can be used to

make a secure call almost anywhere in the
world, using the global network control system
built by ViaSat (see page 5).

open, multi-

vendor standards

to promote

competition.

■ ViaSat competed

successfully with

much larger

companies that

held existing

contracts and

sales channels.

■ Real-time

software and

firmware enabling

efficient, feature-

rich networking

services was a

decisive factor in

our success in

this market.

■ The satellite

transmission and networking technology

developed and deployed for DoD provides a

significant foundation for addressing similar

needs in commercial markets.

Our Products

ViaSat’s current products include satellite modems,

network control systems for managing large numbers

of subscribers, satellite network terminals, and net-

working processors.  Our DAMA technology operates

on geostationary satellites in the military UHF and SHF

frequency bands, and commercial C- and Ku- bands.

We also build satellite terminals, network security

devices, simulation and test equipment, and radio

equipment that operates at frequencies from HF (3

MHz) up to SHF (20 GHz).  Some of our products are

described below as well as in the sidebars:

■ AN/PSC-5 “Spitfire” DAMA modem - The

“Spitfire” is a battery-operated UHF satellite

radio which Hughes Defense Communica-

tions builds for the U.S.  Army.  ViaSat provides

the DAMA modem to Hughes for this

portable backpack terminal (also known as

the EMUT - “Enhanced Manpack UHF
9



Terminal”.)

■ UHF DAMA Network Control System  - the

DAMA network management system for a

global DAMA network operated by the U.S.

Air Force.  ViaSat has produced and installed

four sites worldwide (Guam, Hawaii, Naples

and Virginia) that coordinate channels for

global ship, shore, airborne and ground fixed

and mobile users.

■ VM-200 (Also called MD-1324) - ViaSat’s

stand-alone UHF DAMA modem.  The

modems connect to external voice coders,

computers or encryption equipment and

provide network access for those devices.

■ CES/JCS (Communication Environment

Simulator/Joint Communication Simulator) -

used to simulate a realistic radio environment

which can be used to test how well surveil-

lance or other radio systems work in the

presence of various and changing signals.

■ JTIDS (Joint Tactical Information Distribution

System) - used as the wireless communication

system for “digital battlefields.” For example, it

allows individual fighter planes to obtain a

broad view of the battlefield that is synthe-

sized based on many different views from

many different participants.

■ EIP (Embeddable Infosec Product) - a plug-in

module that encrypts classified information so

that it can be broadcast over wireless systems

(terrestrial or satellite) or sent over unclassi-

fied wirelines.

■ ADC (Advanced Data Controller) - a packet

processing system that provides error-free

data transmission over noisy channels.  ADC

works for terrestrial and satellite transmis-

sions.

■ StarWireTM - our commercial DAMA satellite

networking system for international telecom-

munications markets.  StarWireTM provides

toll-quality voice circuits on a demand basis.  It

efficiently manages scarce satellite resources,

reducing costs to subscribers and the net-

work operators.  A Network Control Station

configures, manages, and controls network

People & Products
Advanced Data Controllers
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A
dvanced
Data
Controllers

help users communi-
cate clearly over noisy
communication
channels. The six
different models of this
device also compress
e-mail and other
messages so they
transmit in shorter
times, helping prevent unwanted signal interception.
All this can be controlled and managed
with ViaSat’s DTS/Win
software.

operation, while

the Aurora

Subscriber Terminal

is at the user site

— connecting

phones, a tele-

phone switch, fax

machine, and/or

other devices to

the network.

Key
Management
Additions

Looking ahead, the

company’s rapid expansion

demands a strong and

growing management team.

During the past year we

added several key execu-

tives.  Robert Barrie filled

the new position of Vice

President of Operations.

Bob brings extensive

expertise in manufacturing commercial as well as

defense products.  He has experience in commercial

VSAT production, as well as high volume consumer

wireless products including CDPD and cellular

telephone chip sets.  Richard Segil joined ViaSat as Vice

President and General Manager of our commercial

satellite networking division and its StarWire product

line.  Rick helped capture, develop, and deploy one of

the world’s largest consumer digital satellite television

broadcast networks, with over 2 million subscribers.

We believe his experience will be invaluable in helping

pioneer the two-way satellite fixed-site telephony

network industry.  Also, James F.  Bunker was elected to

add a fifth seat to ViaSat’s board of directors.  Jim is

past president of General Instruments’ VideoCipher

Division in San Diego.  Jim brings a new and invaluable

perspective on the international satellite equipment

industry to our board.

At left is an actual-size photo of
the newest ADC.  ViaSat
engineers have integrated the
same functionality into this
small, PCMCIA (PC Card)

package. The card fits any
Type II PC Card
expansion slot.

The diagram shows
how our TCP/IP
version enables
access to other

users on other networks,
or remote access to messages

stored on a central server, by wireline
or satellite.
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