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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

x Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934 for the quarterly period ended March 31,
2010, or

¨ Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission file number 001-33860

HUGHES Telematics, Inc.
(Exact name of registrant as specified in its charter)

Delaware 26-0443717
(State or other jurisdiction of incorporation or

organization)

(I.R.S. Employer Identification Number)

2002 Summit Boulevard, Suite 1800

Atlanta, Georgia 30319
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code: (404) 573-5800

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter periods that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definition of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer  ¨ Accelerated filer  x Non-accelerated filer  ¨ Smaller reporting company  ¨
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(Do not check if a smaller

reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable date.

As of May 7, 2010, 87,087,624 shares of the registrant�s common stock were outstanding.
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PART I � FINANCIAL INFORMATION

Item 1. Financial Statements
HUGHES TELEMATICS, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

(In thousands, except share data)

March 31,
2010

December 31,
2009

Assets
Current assets:
Cash and cash equivalents $ 12,629 $ 28,368
Short-term investments 3,357 �  
Accounts receivable, net 2,748 4,118
Inventories, net 1,193 1,390
Prepaid expenses 1,063 1,556
Other current assets 1,447 2,119

Total current assets 22,437 37,551
Restricted cash 856 650
Property and equipment, net 28,363 30,128
Capitalized software, net 18,549 18,355
Intangible assets, net 12,152 13,005
Goodwill 5,169 5,169
Debt issuance costs 4,889 5,254
Other assets 7,843 7,969

Total assets $ 100,258 $ 118,081

Liabilities and Stockholders� Deficit
Current liabilities:
Accounts payable $ 4,859 $ 7,521
Accrued liabilities 10,206 7,943
Deferred revenue 304 98
Current portion of capital lease obligations 1,968 3,125
Current portion of long-term debt 8,282 8,316
Other current liabilities 630 568

Total current liabilities 26,249 27,571
Long-term debt 95,731 91,140
Capital lease obligations 1,721 1,599
Long-term deferred revenue 423 47
Other liabilities 3,638 3,100

Total liabilities 127,762 123,457

Commitments and contingencies (Note 12)
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Stockholders� deficit:
Preferred stock, $0.0001 par value. Authorized 10,000,000 shares, no shares issued and outstanding at
March 31, 2010 and December 31, 2009 �  �  
Common stock, $0.0001 par value. Authorized 155,000,000 shares; issued and outstanding 87,087,624 shares
at March 31, 2010 and December 31, 2009 9 9
Additional paid-in capital 352,746 352,159
Accumulated deficit (380,259) (357,544) 

Total stockholders� deficit (27,504) (5,376) 

Total liabilities and stockholders� deficit $ 100,258 $ 118,081

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HUGHES TELEMATICS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(In thousands, except share data)

Three Months Ended March 31,
2010 2009

Revenues:
Services $ 6,056 $ 5,320
Hardware 2,111 2,229

Total revenues 8,167 7,549

Costs and expenses:
Cost of services 5,793 1,623
Cost of hardware sold 1,922 1,774
Research and development 2,827 9,048
Sales and marketing 5,682 2,344
General and administrative 9,409 7,623

Total costs and expenses 25,633 22,412

Loss from operations (17,466) (14,863) 
Interest income 48 24
Interest expense (5,296) (3,573) 
Change in fair value of derivative instruments �  (62,316) 

Loss before income taxes (22,714) (80,728) 
Income tax benefit �  55

Net loss (22,714) (80,673) 
Deemed dividend on and accretion of convertible preferred stock �  (56,619) 

Net loss attributable to common stockholders $ (22,714) $ (137,292) 

Basic and diluted loss per common share $ (0.85) $ (27.88) 

Basic and diluted weighted average common shares outstanding 26,572,440 4,924,114

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HUGHES TELEMATICS, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

(In thousands)

Three Months Ended March 31,
2010 2009

Cash flows from operating activities:
Net loss $ (22,714) $ (80,673) 
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 3,474 1,898
Change in fair value of derivative instruments �  62,316
Interest expense on Series A Redeemable Preferred Stock �  496
Interest expense on long-term debt and capital leases 3,794 1,975
Amortization of debt issuance costs and discounts on long-term debt 1,502 1,102
Share-based compensation expense 587 100
Changes in assets and liabilities, net of acquisitions:
Accounts receivable, net 1,370 1,295
Inventories, net 197 (252) 
Prepaid expenses and other assets 1,285 (3,127) 
Accounts payable and accrued and other liabilities (84) 9,102
Deferred revenue 582 (99) 

Net cash used in operating activities (10,007) (5,867) 

Cash flows from investing activities:
Purchases of property and equipment (209) (3,915) 
Proceeds from disposal of property and equipment 464 �  
Increase in capitalized software (974) (3,766) 
Purchase of short-term investments (3,357) �  
(Increase) Decrease in restricted cash (206) 5,333

Net cash used in investing activities (4,282) (2,348) 

Cash flows from financing activities:
Proceeds from merger with Polaris Acquisition Corp. �  97,242
Proceeds from the issuance of Series B Convertible Preferred Stock �  37,000
Payment of fees related to issuance of Series B Convertible Preferred Stock �  (1,780) 
Repayment of capital lease obligations (1,416) (528) 
Repayment of long-term debt (34) �  

Net cash (used in) provided by financing activities (1,450) 131,934

Net (decrease) increase in cash and cash equivalents (15,739) 123,719
Cash and cash equivalents, beginning of period 28,368 17,837

Cash and cash equivalents, end of period $ 12,629 $ 141,556

Supplemental noncash disclosure:
Property and equipment acquired by capital lease obligations $ 277 $ �  
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Issuance of Series B Convertible Preferred Stock in exchange for a trade payable $ �  $ 13,000
Issuance of common stock in connection with the exercise of warrants using shares of Series A Redeemable
Preferred Stock $ �  $ 207,218
Issuance of common stock in exchange for Series A Redeemable Preferred Stock $ �  $ 20,000
Issuance of common stock in exchange for Series B Convertible Preferred Stock $ �  $ 109,750

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HUGHES TELEMATICS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

(1) Description of Business
HUGHES Telematics, Inc. (together with our consolidated subsidiaries, �we,� �us� and �our�) is a telematics services company that provides a suite of
real-time voice and data communications services and applications. These services and applications are enabled through a state-of-the-art
communications center designed with flexibility to connect various mobile devices with content, services and call centers. Within the automotive
industry, our communications center allows for two way voice and data communications to vehicles and supports, among other things, critical
safety and security services as well as location-based services and remote diagnostics. Since November 16, 2009, we have been the exclusive
telematics service provider in the United States for new vehicles sold by Mercedes-Benz USA, LLC (�Mercedes-Benz�), as well as the preferred
provider of telematics services for Mercedes-Benz vehicles purchased prior to November 16, 2008. These services are marketed under the
mbrace brand. In addition, our in-Drive product offers services to consumers or other third parties through a hardware component that we have
developed and which we intend to distribute through relationships with companies and organizations with large customer or membership bases
for installation in existing vehicles. Additionally, through Networkfleet, Inc. (�Networkfleet�), our wholly-owned subsidiary, we currently offer
remote vehicle monitoring and other data services through after-market hardware that is purchased separately and installed in fleets of vehicles.

(2) Merger with Polaris Acquisition Corp.
On March 31, 2009, pursuant to the terms of the Agreement and Plan of Merger dated June 13, 2008 (as amended and restated on November 10,
2008 and March 12, 2009, the �Merger Agreement�), Hughes Telematics, Inc. (�Old HTI�), a privately held company, and Polaris Acquisition Corp.
(�Polaris�), a publicly held blank check company, consummated the merger (the �Merger�) whereby Old HTI merged with and into a wholly owned
direct subsidiary of Polaris with Old HTI as the surviving corporation, and immediately thereafter, Old HTI merged with and into Polaris, with
Polaris as the surviving corporation. In connection with the Merger, Polaris changed its name from �Polaris Acquisition Corp.� to �HUGHES
Telematics, Inc.� Upon closing of the Merger, the outstanding equity securities of Old HTI were exchanged for an aggregate of 77,102,149 shares
of our common stock, comprised of 19,854,018 initial shares and 57,248,131 earn-out shares. In addition, all options exercisable for Old HTI
common stock issued and outstanding immediately prior to the Merger were exchanged for options exercisable for an aggregate of 2,274,935
shares of our common stock, which includes 1,751,859 earn-out options. The earn-out shares, which were issued into escrow, will be released to
the Old HTI stockholders and the earn-out options will be eligible to be exercised, according to their terms, by the optionholders, each in three
tranches, upon the trading share price of our common stock reaching at least $20.00, $24.50 and $30.50 (as may be adjusted or amended in
accordance with the escrow agreement) within certain measurement periods over the five-year period following the closing of the Merger. The
Old HTI stockholders placed 5,782,661 shares of our common stock, comprised of 1,489,053 initial shares and 4,293,608 earn-out shares, in
escrow until June 30, 2010 to indemnify us for the payment of indemnification claims that may be made as a result of breaches of Old HTI�s
covenants, representations and warranties in the Merger Agreement. Pursuant to the Merger Agreement, the Polaris founders agreed to deposit
an aggregate of 1,250,000 shares of our common stock into escrow at closing with such shares being released upon the achievement of the first
share price target between the first and fifth anniversary of closing. Upon consummation of the Merger, the Polaris founders also transferred an
aggregate of 168,000 shares of common stock to us with such shares to be cancelled.

In order to consummate the Merger, we agreed to purchase an aggregate of 7,439,978 shares of our common stock from a limited number of
institutional shareholders in separate and privately negotiated transactions which were executed prior to the conclusion of the special meeting in
which Polaris� shareholders voted on the Merger. On April 2, 2009, we consummated these purchases using approximately $74.4 million of the
approximately $97.2 million of cash received from Polaris in connection with the Merger.

Notwithstanding the legal form of the transaction, the Merger has been accounted for under the purchase method of accounting as a reverse
acquisition, equivalent to a recapitalization, through the issuance of stock by Old HTI for the net monetary assets of Polaris. The determination
of Old HTI as the accounting acquirer was made based on consideration of all quantitative and qualitative factors of the Merger, including
significant consideration given to the fact that following consummation of the Merger (i) the stockholders of Old HTI controlled a majority of
our voting power, (ii) the controlling stockholder of Old HTI prior to the Merger, together with its affiliates, controlled approximately 70% of
our voting power after the merger and had the right to select a majority of the members of our board of directors and (iii) the management of Old
HTI continued in all executive officer and other senior management positions and, accordingly, had day-to-day authority to carry out the
business plan after the Merger. Accordingly, our historical financial statements prior to March 31, 2009 are the historical financial statements of
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Old HTI. The consolidated financial statements of Old HTI have been retroactively restated to reflect the recapitalization of Old HTI with the
77,102,149 shares of common stock issued to Old HTI equity holders in connection with the Merger.
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(3) Basis of Presentation
We have prepared the accompanying condensed consolidated financial statements in accordance with United States generally accepted
accounting principles (�GAAP�) for interim financial information and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X and
include our accounts and the accounts of our wholly-owned subsidiary Networkfleet. Accordingly, the accompanying condensed consolidated
financial statements do not include all of the information and footnotes required by GAAP for complete financial statements. In the opinion of
management, the accompanying condensed consolidated financial statements contain all adjustments, consisting only of those of a normal
recurring nature, necessary for a fair presentation of our financial position, results of operations and cash flows at the dates and for the periods
indicated. While we believe that the disclosures presented are adequate to make the information not misleading, these condensed consolidated
financial statements should be read in conjunction with the audited consolidated financial statements for the year ended December 31, 2009 and
the related notes thereto which have been included in our annual report on Form 10-K filed with the Securities and Exchange Commission (the
�SEC�) on March 16, 2010. The results of the three months ended March 31, 2010 are not necessarily indicative of the results to be expected for
the full year. All intercompany balances and transactions have been eliminated. Certain prior period amounts have been reclassified to conform
to current presentation.

During the three months ended March 31, 2010 and the years ended December 31, 2009, 2008 and 2007, we incurred a net loss of approximately
$22.7 million, $163.7 million, $57.5 million and $32.3 million, respectively, and used cash in operations of approximately $10.0 million, $47.2
million, $39.1 million and $23.6 million, respectively. As of March 31, 2010, we had unrestricted cash, cash equivalents and short-term
investments of approximately $16.0 million and an accumulated deficit of $380.3 million. As a result of our historical net losses and our limited
capital resources, our independent registered public accounting firm�s report on our financial statements as of and for the year ended
December 31, 2009 includes an explanatory paragraph expressing substantial doubt about our ability to continue as a going concern. We cannot
assure you that our net losses and negative cash flow will not surpass our expectations, and thus, we may be required to raise additional capital
in the future or to reduce our operating expenditures. This additional financing may take the form of loans under a new credit facility, the
issuance of bonds or other types of debt securities, the issuance of equity securities or a combination of the foregoing. Any such financing must
either comply with the covenants of our existing credit facilities, or we will need to obtain waivers from the lenders. Our credit facilities contain
covenants that restrict our ability to incur debt and will require mandatory prepayments from the proceeds of an equity financing. Any debt
financing obtained may impose various restrictions and additional covenants on us which could limit our ability to respond to market conditions,
provide for unanticipated capital investments or take advantage of business opportunities and may subject us to significant interest expense.
Additional equity financing may be obtained on terms that are dilutive to the interests of existing stockholders. We have been successful in the
past raising capital to address our liquidity needs; however, debt or additional equity financing may not be available when needed in the future
on terms favorable to us or at all, and the failure to attract a sufficient amount of additional debt or equity capital may impair our ability to
execute on our business plan. Such additional capital may be provided by, among other things, the cash proceeds from the exercise of the
outstanding warrants to purchase shares of our common stock. There is no assurance that we will be successful in obtaining additional financing,
if needed, or that we will be able to reduce our operating expenditures. The financial statements do not include any adjustments that might result
from the outcome of this uncertainty.

(4) Recent Accounting Pronouncements
Recently Adopted Pronouncements

In June 2009, the Financial Accounting Standards Board (�FASB�) issued new accounting guidance which amends the evaluation criteria to
identify the primary beneficiary of a variable interest entity (�VIE�), and requires ongoing reassessment of whether an enterprise is the primary
beneficiary of the VIE. The new guidance significantly changes the consolidation rules for VIEs including the consolidation of common
structures, such as joint ventures, equity method investments and collaboration arrangements. The guidance is applicable to all new and existing
VIEs and became effective for us on January 1, 2010. The adoption did not have a material effect on our financial position, results of operations
or cash flows.

Recently Issued Pronouncements

In September 2009, the Emerging Issues Task Force (�EITF�) issued revised guidance governing revenue arrangements with multiple deliverables,
which provides a greater ability to separate and allocate arrangement consideration in a multiple element revenue arrangement. The revised
guidance requires the use of an estimated selling price to allocate arrangement consideration, and eliminates the residual method of allocation.
This guidance will be effective for us on January 1, 2011 and is not expected have a material effect on our financial position, results of
operations or cash flows.

In September 2009, the EITF issued revised guidance governing certain revenue arrangements that include software elements, which amends the
scope of existing guidance to exclude tangible products that include software and non-software components that function together to deliver the
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product�s essential functionality. This guidance will be effective for us on January 1, 2011 and is not expected have a material effect on our
financial position, results of operations or cash flows.
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(5) Fair Value
The accounting guidance for fair value measurements defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants and requires that certain assets and liabilities be measured at fair value at the
balance sheet date using a defined fair value hierarchy consisting of three levels of inputs used to measure fair value:

� Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities.

� Level 2: Observable inputs other than those included in Level 1. For example, quoted prices for similar assets or liabilities in active
markets or quoted prices for identical assets or liabilities in inactive markets.

� Level 3: Unobservable inputs reflecting management�s own assumptions about the inputs used in pricing the asset or liability, such as
the use of a Black-Scholes or other accepted valuation or pricing model.

During the three months ended March 31, 2010, we acquired various short-term investments that are required to be measured using the fair value
provisions in the accounting guidance. These investments are held-to-maturity and are summarized by level in the fair value hierarchy in the
table below:

Level

Fair Value

as of
March 31, 2010
(in thousands)

Short-term investments 1 $ 2,857
Short-term investments 2 500

$ 3,357

Assets valued using Level 1 inputs represent government agency bonds, municipal bonds, treasury securities with observable market prices in
actively traded markets, and bank certificates of deposits which are cash equivalents. Assets using Level 2 inputs represent bank commercial
paper, whose valuation inputs include broker and dealer quotes.

(6) Long-Term Debt
The components of long-term debt were as follows:

March 31,
2010

December 31,
2009

(in thousands)
Senior secured term indebtedness $ 68,266 $ 65,181
Second lien secured term indebtedness 17,227 9,608
Senior unsecured promissory note 8,282 8,316
Senior subordinated unsecured promissory notes 10,238 16,351

Total indebtedness 104,013 99,456
Less current portion (8,282) (8,316) 

Total long-term debt, net of current portion $ 95,731 $ 91,140
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Senior Secured Term Indebtedness

On March 31, 2008, we entered into a credit agreement (as amended and restated, the �First Lien Credit Agreement�) pursuant to which we issued
in multiple tranches during the year ended December 31, 2008 for aggregate consideration of $60.0 million, senior secured term indebtedness
due March 31, 2013 with an original principal amount of $60.0 million and warrants to purchase the equivalent of 4,801,112 shares of our
common stock, comprised of 1,103,922 initial shares and 3,697,190 earn-out shares, at an equivalent exercise price of less than $0.01 per share.

As of each issuance date, we ascribed value to the senior secured term indebtedness and the related warrants based on their relative fair values.
As such, an aggregate of $46.9 million was allocated to the senior secured term indebtedness and an aggregate of $12.1 million was allocated to
the warrants. The resulting discount from the face value of the senior secured term indebtedness resulting from the ascribed value to the warrants
is being amortized as additional interest expense over the term of the senior secured term indebtedness using the effective interest rate method.
As of March 31, 2010, the fair value of the senior secured indebtedness approximated carrying value.

Second Lien Term Indebtedness

        On December 17, 2009, we entered into a credit agreement (the �Second Lien Credit Agreement�) with PLASE HT, LLC (�PLASE HT�), as
administrative agent, collateral agent and original lender, pursuant to which we issued indebtedness due October 1, 2013 with an original
principal amount of $15.0 million and warrants to purchase 3,000,000 shares of common stock at an exercise price of $6.00 per share. PLASE
HT is an affiliate of Apollo Global Management LLC (�Apollo�) and of our controlling stockholder, Communications Investors, LLC
(�Communications LLC�). The loans under the Second Lien Credit Agreement bear interest at

6
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9.00% per annum, payable-in-kind, and are guaranteed by all of our existing and future domestic subsidiaries. The loans are secured by a second
priority lien on substantially all of our tangible and intangible assets, including the equity interests of our subsidiaries. The liens granted in
connection with the Second Lien Credit Agreement are expressly subject and subordinated to the liens securing our obligations under the First
Lien Credit Agreement.

We ascribed value to the indebtedness issued in connection with the Second Lien Credit Agreement and the related warrants based on their
relative fair values. As such, approximately $9.6 million of the proceeds was allocated to the indebtedness and the remaining approximately $5.4
million was allocated to the warrants. The resulting discount from the face value of the indebtedness resulting from the ascribed value to the
warrants will be amortized as additional interest expense over the term of the indebtedness using the effective interest rate method. As of
March 31, 2010, the fair value of the indebtedness approximated carrying value.

Senior Unsecured Promissory Note

On December 18, 2009, we issued to Hughes Network Systems, LLC (�HNS�), a wholly-owned subsidiary of HUGHES Communications, Inc.
(�HCI�), a senior unsecured promissory note with a principal amount of approximately $8.3 million through the conversion of a trade accounts
payable balance of approximately $6.0 million and the approximately $2.3 million outstanding balance on the equipment financing arrangement
owed to HNS. The promissory note accrues interest at a rate of 12.00% per annum, compounded annually, and becomes due and payable on
December 31, 2010. We are required to make scheduled principal payments of approximately $0.8 million on April 15, 2010 and $1.5 million on
each of July 15, 2010 and October 15, 2010. In addition, subject to all restrictions in the First Lien Credit Agreement and Second Lien Credit
Agreement and certain other limitations, to the extent we sell any capital equipment purchased by us (or purchased by HNS on our behalf) for
use in connection with the Telematics Agreement between the parties, but no longer needed by us, we are required to make payments on the
promissory note equal to the proceeds from the sale of such capital equipment (net of any selling costs). As of March 31, 2010, we had paid
approximately $0.1 million on the senior unsecured promissory note using proceeds from the sale of the capital equipment. Subsequent to
March 31, 2010, we paid an additional approximately $1.2 million on the senior unsecured promissory note, consisting of the scheduled
principal payment of approximately $0.8 million and $0.4 million using proceeds from the sale capital equipment.

Senior Subordinated Unsecured Promissory Notes

On March 31, 2008, we issued to Communications LLC a senior subordinated unsecured promissory note with a principal amount of $12.5
million and a maturity date of October 1, 2013. The note bears interest at a rate of 15.00% per annum which is compounded and added to the
principal amount annually and is payable at maturity. In connection with the issuance of the note, we recorded a deemed capital contribution of
approximately $2.4 million related to the difference between (i) the fair value of the note using an estimated interest rate we would have paid an
unrelated third party on a similar note and (ii) the fair value of the note using the 15.00% stated interest rate. The discount from the face value of
the note resulting from the deemed capital contribution will be amortized as additional interest expense over the term of the note using the
effective interest rate method.

On December 12, 2008, we issued to Apollo Investment Fund V (PLASE) LP (�AIF V PLASE�) an additional senior subordinated unsecured
promissory note with a principal amount of $3.5 million and a maturity date of October 1, 2013. The note bears interest at 15.00% per annum
which is compounded and added to the principal amount annually and is payable at maturity.

In connection with the issuance of the note, we recorded an additional deemed capital contribution of approximately $2.4 million related to the
difference between (i) the fair value of the note using an estimated interest rate we would have paid an unrelated third party on a similar note and
(ii) the fair value of the note using the 15.00% stated interest rate. The discount from the face value of the note resulting from the deemed capital
contribution will be amortized as additional interest expense over the term of the note using the effective interest rate method.

At the time of issuance of each promissory note, we determined the estimated fair value amount by using available market information and
commonly accepted valuation methodologies. However, considerable judgment is required in interpreting market data to develop estimates of
fair value. Accordingly, the fair value estimates presented herein is not necessarily indicative of the amount that we or holders of the instruments
could realize in a current market exchange. The use of different assumptions and/or estimation methodologies may have a material effect on the
estimated fair value. As of March 31, 2010, the fair value of the senior subordinated unsecured promissory notes approximated carrying value.

(7) Capital Lease Obligations
We lease certain assets under capital lease arrangements expiring at various times through 2014. The assets and liabilities under capital leases
are recorded at the lower of the present values of the minimum lease payments or the fair values of the assets. The interest rates pertaining to
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these capital leases range from 8.7% to 15.3% (weighted average is 12.2%).

Minimum future lease payments under the capital leases are:

March 31,
2010

December 31,
2009

(in thousands)
Total future minimum lease payments $ 3,998 $ 5,090
Less: Amounts attributable to interest (309) (366) 
Net minimum lease payments 3,689 4,724
Current portion (1,968) (3,125) 

Long-term portion $ 1,721 $ 1,599
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(8) Share-Based Compensation
In accordance with the applicable accounting guidance governing share-based payments, we record compensation expense for all share-based
awards issued. For the three months ended March 31, 2010 and 2009, we recorded approximately $0.6 million and $0.1 million of compensation
expense, respectively, related to share-based grants. Such compensation expense is included in research and development, sales and marketing
and general and administrative expense in the accompanying condensed consolidated statements of operations.

Stock Options

The following table reflects stock option activity:

Number
of

Shares

Weighted
Average
Exercise

Price

Aggregate
Intrinsic

Value
(in thousands)

Outstanding at December 31, 2009 3,520,629 $ 3.33
Granted �  $ �  
Forfeited �  $ �  

Outstanding at March 31, 2010 3,520,629 $ 3.33 $ 1,135

Exercisable at March 31, 2010 240,472 $ 129

The following table provides information about stock options that are outstanding and exercisable as of March 31, 2010:

Stock Options Outstanding Stock Options Exercisable

Exercise

Price

Number
of

Shares

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Life (Yrs)

Number
of

Shares

Weighted
Average
Exercise

Price

Weighted
Average

Remaining
Life (Yrs)

$1.65 655,902 $ 1.65 7.1 75,752 $ 1.65 7.0
$2.47 1,477,002 $ 2.47 7.9 164,720 $ 2.47 7.7
$3.15 100,000 $ 3.15 9.6 �  $ �  �  
$5.19 1,287,725 $ 5.19 9.2 �  $ �  �  
For stock option awards outstanding as of March 31, 2010, we expect to recognize approximately $4.8 million of additional compensation
expense over the remaining average service period of approximately 2.1 years.

Restricted Stock

The following table reflects restricted stock activity:

Number of
Shares

Weighted

Average

Grant Date
Fair Value

Outstanding at December 31, 2009 528,000 $ 4.55
Granted �  $ �  
Forfeited �  $ �  
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Outstanding at March 31, 2010 528,000 $ 4.55

For restricted stock awards outstanding as of March 31, 2010, we expect to record approximately $1.7 million of additional compensation
expense over the remaining average service period of approximately 1.5 years.
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(9) Loss Per Common Share
Basic loss per common share is computed by dividing net loss attributable to common stockholders by the weighted average number of common
shares outstanding for the period. Diluted loss per common share reflects the potential dilution from the exercise or conversion of securities into
common stock. During all periods presented, we had potential common shares, including shares issuable upon the exercise of outstanding stock
options and warrants and shares held in escrow pending satisfaction of a contingency, which could potentially dilute basic loss per common
share in the future but have been excluded from the computation of diluted loss per common share as the effect would have been anti-dilutive.
For the three months ended March 31, 2010 and 2009, there were 83,623,560 and 81,762,119 potential common shares, respectively, excluded
from the computation of diluted loss per share, consisting of shares (i) issuable upon the exercise of outstanding stock options and warrants,
(ii) held in escrow to be released to the Old HTI stockholders upon achievement of the specified price targets and (iii) held in escrow to
indemnify us for the payment of indemnification claims that may be made as a result of breaches of Old HTI�s covenants, representations and
warranties in the Merger Agreement. In addition, for the three months ended March 31, 2009, we excluded the 7,439,978 shares of common
stock, which we repurchased following consummation of the Merger from the calculation of the weighted average number of common shares
outstanding during such period.

(10) Comprehensive Loss
Comprehensive loss is defined as the change in equity during a period from transactions and other events and circumstances from nonowner
sources. Our comprehensive loss for the each of the three month periods ended March 31, 2010 and 2009 equaled our net loss.

(11) Related Party Transactions
Apollo Global Management, LLC

Communications LLC, AIF V PLASE and PLASE HT are each affiliated with Apollo. As of March 31, 2010, Apollo, through these entities,
owned approximately 66% of our outstanding common stock. HCI, also an affiliate of Apollo, owned an additional approximately 4% of our
outstanding common stock.

As of March 31, 2010, the affiliates of Apollo, not including HNS which is discussed below, collectively held an aggregate face value and
accrued interest of $5.9 million of senior secured notes , $20.7 million of senior subordinated unsecured notes and $15.4 million of second lien
secured notes, bearing interest at rates between 9.0% and 15.0%. The principal and interest for all notes held by Apollo affiliates are due on
October 1, 2013.

Hughes Network Systems, LLC

For the three months ended March 31, 2010 and 2009, HNS, a wholly-owned subsidiary of HCI and an affiliate of Apollo, provided
approximately $0.3 million and $8.3 million of services, respectively, to us. As of March 31, 2010 and December 31, 2009, we had an
outstanding balance, not including a promissory note discussed below, of approximately $0.1 million and $0.2 million, respectively, payable to
HNS.

In December 2009, we issued to HNS a senior unsecured promissory note with a principal amount of approximately $8.3 million through the
conversion of a trade accounts payable balance of approximately $6.0 million and the approximately $2.3 million outstanding balance on an
equipment financing arrangement owed to HNS. The promissory note accrues interest at a rate of 12.00% per annum, compounded annually, and
becomes due and payable on December 31, 2010. We are required to make scheduled principal payments of approximately $0.8 million on
April 15, 2010 and $1.5 million on each of July 15, 2010 and October 15, 2010. In addition, subject to all restrictions in the First Lien Credit
Agreement and Second Lien Credit Agreement and certain other limitations, to the extent we sell any capital equipment purchased by us (or
purchased by HNS on our behalf) for use in connection with the Telematics Agreement between the parties, but no longer needed by us, we are
required to make payments on the promissory note equal to the proceeds from the sale of such capital equipment (net of any selling costs). As of
March 31, 2010, we had paid approximately $0.1 million on the senior unsecured promissory note using proceeds from the sale of the capital
equipment. Subsequent to March 31, 2010, we paid an additional approximately $1.2 million on the senior unsecured promissory note,
consisting of the scheduled principal payment of approximately $0.8 million and $0.4 million using proceeds from the sale capital equipment.

Trivergance Business Resources, LLC
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For the three months ended March 31, 2010 and 2009, Trivergance Business Resources, LLC (�TBR�), an affiliate of a member of our board of
directors, provided approximately $0.4 million and $0.4 million of services, respectively, to us.

(12) Contingencies and Commitments
Contractual Payment Obligations

We have a long-term contract with an automaker pursuant to which the automaker agreed to install telematics devices in its vehicles and permit
us to exclusively provide telematics services to its new customers. This contract also required us to pay the automaker for certain non-recurring
costs associated with the initiation of telematics services. Pursuant to the contract, we are currently committed to pay $4.0 million to the
automaker in 2010.

9
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Litigation and Claims

On May 7, 2009, Networkfleet was served with a complaint in a patent infringement case titled Innovative Global Systems LLC vs. Turnpike
Global Technologies L.L.C. et al. that was filed in the Eastern District of Texas. The case sought damages from Networkfleet and five other
defendants for allegedly infringing on five patents held by the plaintiffs. On May 7, 2010, the parties executed an agreement to settle the matter.

Additionally, from time to time, we are subject to litigation in the normal course of business. We are of the opinion that, based on information
presently available, the resolution of any such legal matters will not have a material adverse effect on our financial position, results of operations
or its cash flows.

(13) Segment Information
We present our segment information along the same lines that our chief executive officer reviews our operating results in assessing performance
and allocating resources. Accordingly, our operations have been classified into two business segments: (i) HUGHES Telematics and
(ii) Networkfleet. The HUGHES Telematics segment provides and is further developing our telematics service offering for automotive
manufacturers and our in-Drive product offering and includes our corporate expenses. The Networkfleet segment provides an aftermarket
wireless fleet management solution targeted to the local fleet market.

The following table presents certain financial information on our reportable segments:

Three Months Ended March 31,
2010 2009

(in thousands)
Revenues:
HUGHES Telematics $ 21 $ �  
Networkfleet 8,146 7,549

Total $ 8,167 $ 7,549

(Loss) Income from operations:
HUGHES Telematics $ (17,777) $ (15,341) 
Networkfleet 311 478

Total $ (17,466) $ (14,863) 

March 31,
2010

December 31,
2009

(in thousands)
Total assets:
HUGHES Telematics $ 81,322 $ 98,627
Networkfleet 18,936 19,454

Total $ 100,258 $ 118,081

Substantially all of our assets are located within the United States. As of each of March 31, 2010 and December 31, 2009, we included the $5.2
million of goodwill in the total assets of the Networkfleet segment.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations are based upon financial statements which have been
prepared in accordance with GAAP and should each be read together with our condensed consolidated financial statements and the notes to
those condensed consolidated financial statements included elsewhere in this report. This report contains forward-looking statements that
involve risks and uncertainties, including statements regarding our capital needs, business strategy, expectations and intentions within the
meaning of Private Securities Litigation Reform Act of 1995 which represent our expectations or beliefs concerning future events. We urge you
to consider statements that use the terms �believe,� �do not believe,� �anticipate,� �expect,� �plan,� �may,� �estimate,� �strive,� �intend,�
�will,� �should,� and variations of these words or similar expressions are intended to identify forward-looking statements. These statements
reflect our current views with respect to future events and because our business is subject to numerous risks, and uncertainties, our actual
results could differ materially from those anticipated in the forward-looking statements, including those set forth below under this �Item 2.
Management�s Discussion and
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Analysis of Financial Condition and Results of Operations� and elsewhere in this report. All forward-looking statements speak only as of the
date of this report. Actual results will most likely differ from those reflected in these forward-looking statements and the differences could be
substantial. We disclaim any obligation to update these forward-looking statements or disclose any difference, except as may be required by
securities laws, between our actual results and those reflected in these statements. Although we believe that our plans, intentions and
expectations reflected in or suggested by the forward-looking statements in this report are reasonable, we can give no assurance that such
plans, intentions or expectations will be achieved. The terms �HUGHES Telematics,� �we,� �us� and �our� refer to the business, operations
and financial results of (i) Old HTI prior to the closing of the Merger and (ii) HUGHES Telematics, Inc. subsequent to the closing of the
Merger, as the context requires.

Overview

We are a telematics services company that provides a suite of real-time voice and data communications services and applications. These services
and applications are enabled through a state-of-the-art communications center designed with flexibility to connect various mobile devices with
content, services and call centers. Within the automotive industry, our communications center allows for two way voice and data
communications to vehicles and supports, among other things, critical safety and security services as well as location-based services and remote
diagnostics. Since November 16, 2009, we have been the exclusive telematics services provider in the United States for new vehicles sold by
Mercedes-Benz, as well as the preferred provider of telematics services for Mercedes-Benz vehicles purchased prior to November 16, 2008.
These services are marketed under the mbrace brand. In addition, our in-Drive product offers services to consumers or other third parties through
a hardware component that we have developed and which we intend to distribute through relationships with companies and organizations with
large customer or membership bases for installation in existing vehicles.

Through our wholly-owned subsidiary, Networkfleet, we currently offer remote vehicle monitoring and other data services with sales generated
through a combination of distribution arrangements with large fleet management service providers, a network of resellers and direct sales.
Unlike our service offerings enabled through factory-installed hardware, Networkfleet�s service offerings are enabled by an aftermarket hardware
device that is sold by Networkfleet for installation in vehicles. Owners and operators of a fleet of vehicles use these services to monitor driver
performance for unauthorized or unsafe vehicle usage, as well as analyze data such as the current location of a vehicle, fuel consumption,
mileage, emissions status and diagnostic trouble codes. From our inception through the three months ended March 31, 2010, substantially all of
our consolidated revenues were earned through the sale of Networkfleet�s products and services.

Although Networkfleet has been our primary source of revenue to date, we expect to derive our revenue increasingly from the telematics
services provided to Mercedes-Benz vehicles, vehicles manufactured by automakers to which we are currently marketing our services and
vehicles which will have our in-Drive aftermarket hardware device installed. We expect a significant portion of our future revenues to be
generated from subscriptions for consumer service offerings, as well as from transaction or pre-paid package fees, automaker and dealer service
offerings and from strategic relationships with third parties who are expected to develop applications for our services and product offerings.

Merger with Polaris Acquisition Corp.

On March 31, 2009, Old HTI and Polaris consummated the Merger. Upon closing of the Merger, the outstanding equity securities of Old HTI
were exchanged for an aggregate of 77,102,149 shares of our common stock, comprised of 19,854,018 initial shares and 57,248,131 earn-out
shares. In addition, all options exercisable for Old HTI common stock issued and outstanding immediately prior to the Merger were exchanged
for options exercisable for an aggregate of 2,274,935 shares of our common stock, which includes 1,751,859 earn-out options. The earn-out
shares, which were issued into escrow, will be released to the Old HTI stockholders and the earn-out options will be eligible to be exercised,
according to their terms, by the optionholders, each in three tranches, upon the trading share price of our common stock reaching at least $20.00,
$24.50 and $30.50 (as may be adjusted or amended in accordance with the escrow agreement) within certain measurement periods over the
five-year period following the closing of the Merger. The Old HTI stockholders placed 5,782,661 shares of common stock, comprised of
1,489,053 initial shares and 4,293,608 earn-out shares, in escrow until June 30, 2010 to indemnify us for the payment of indemnification claims
that may be made as a result of breaches of Old HTI�s covenants, representations and warranties in the Merger Agreement. Pursuant to the
Merger Agreement, the Polaris founders agreed to deposit an aggregate of 1,250,000 shares of their common stock into escrow at closing with
such shares being released upon the achievement of the first share price target between the first and fifth anniversary of closing. Upon
consummation of the Merger, the Polaris founders also transferred an aggregate of 168,000 shares of common stock to us with such shares
cancelled upon receipt.

In order to consummate the Merger, we agreed to purchase an aggregate of 7,439,978 shares of our common stock from a limited number of
institutional shareholders in separate and privately negotiated transactions which were executed prior to the conclusion of the special meeting in
which our shareholders voted on the Merger. In order to consummate these private purchases following the Merger, we used funds released from
the trust account and funds received from the sale of Series B Preferred Stock. In addition, stockholders holding an aggregate of 4,499,337
shares of common stock exercised their right to convert their stock into a pro rata share of the funds held in the Polaris trust account.
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Immediately prior to the consummation of the Merger, Old HTI extinguished its outstanding shares of Series A Preferred Stock through (i) the
exercise by Communications LLC of outstanding warrants to purchase Old HTI common stock using shares of Series A Preferred Stock with an
aggregate face value of $55.0 million and (ii) the exchange of shares of Series A Preferred Stock with an aggregate face value of $20.0 million
for shares of Old HTI common stock. In connection with the Merger, all outstanding shares of Series B Preferred Stock were exchanged for an
aggregate of 12,500,000 shares of our common stock, comprised of 5,000,000 initial shares and 7,500,000 earn-out shares.

Notwithstanding the legal form of the transaction, the Merger has been accounted for under the purchase method of accounting as a reverse
acquisition, equivalent to a recapitalization, through the issuance of stock by Old HTI for the net monetary assets of Polaris. The determination
of Old HTI as the accounting acquirer was made based on consideration of all quantitative and qualitative factors of the Merger, including
significant consideration given to the fact that following consummation of the Merger (i) the stockholders of Old HTI controlled a majority of
our voting power, (ii) the controlling stockholder of Old HTI prior to the Merger, together with its affiliates, controlled approximately 72% of
our voting power and had the right to select a majority of the members of our board of directors and (iii) the management of Old HTI continued
in all executive officer and other senior management positions and, accordingly, had day-to-day authority to carry out the business plan after the
Merger. Accordingly, our historical financial statements prior to March 31, 2009 are the historical financial statements of Old HTI. The
consolidated financial statements of Old HTI have been retroactively restated to reflect the recapitalization of Old HTI with the 77,102,149
shares of common stock issued to Old HTI equity holders in connection with the Merger.

Selected Segment Data

We classify our operations into two principal business segments: (i) the HUGHES Telematics segment, which provides and is further developing
the telematics solution which is being marketed to automakers and other parties and includes the operations relating to the contract with
Mercedes-Benz and our in-Drive product offering; and (ii) the Networkfleet segment, which provides an aftermarket fleet management solution
targeted to the local fleet market. Substantially all of our historical consolidated revenues have been earned through the sale of Networkfleet�s
products and services. The following tables set forth revenues and operating loss by operating segments:

Three Months Ended March 31,
2010 2009

(in thousands)
Revenues:
HUGHES Telematics $ 21 $ �  
Networkfleet 8,146 7,549

Total $ 8,167 $ 7,549

(Loss) Income from operations:
HUGHES Telematics $ (17,777) $ (15,341) 
Networkfleet 311 478

Total $ (17,466) $ (14,863) 

Results of Operations for the Three Months Ended March 31, 2010 Compared to the Three Months Ended March 31, 2009

Revenues

For the three months ended March 31, 2010 and 2009, we earned substantially all of our revenues through the sale of Networkfleet�s products
and services. Hardware revenues consist principally of the sale of Networkfleet�s telematics device. Service revenues reflect the consideration
received for monitoring and tracking services, which are recognized as revenue when earned. The following table sets forth information related
to revenue for the three months ended March 31, 2010 and 2009:

Three Months Ended March 31,
2010 2009
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Services $ 6,056 $ 5,320
Hardware 2,111 2,229

Total revenues $ 8,167 $ 7,549

Total revenues for the three months ended March 31, 2010 increased to approximately $8.2 million, an 8% increase from the approximately $7.5
million for the three months ended March 31, 2009. This increase was primarily due to the increase in Networkfleet�s service revenues, which
increased by 14% during the three months ended March 31, 2010 compared to the three
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months ended March 31, 2009. Units active on Networkfleet�s network increased to approximately 105,000 as of March 31, 2010, a 17% increase
from the approximately 90,000 units active as of March 31, 2009. As Networkfleet continues to sell additional hardware devices, service
revenues are expected to continue to increase in future periods. In addition, service revenues generated by the HUGHES Telematics segment are
expected to significantly increase in future periods as (i) we continue to transition paying subscribers to the Mercedes-Benz service formerly
marketed as Tele Aid to our service platform and (ii) we convert subscribers to the mbrace service from a trial to a paying subscription.

Networkfleet�s hardware sales decreased to approximately 6,500 units in the three months ended March 31, 2010, a 4% decrease from the
approximately 6,800 units sold in the three months ended March 31, 2009 due to weak general economic conditions which are causing our
customer base to postpone previously planned purchases. As the domestic economy recovers, we expect unit sales to return to historical levels.

Cost of Revenues

Cost of services includes per-unit monthly charges from various wireless, mapping, and roadside assistance providers, the salaries and related
benefits for employees who support the call centers and manage the data centers and depreciation of the software and equipment which support
the provision of services. Cost of hardware sold consists primarily of the cost of direct materials required to produce Networkfleet�s telematics
device, the cost of shipping and installing devices and the amortization of certain intangibles acquired in connection with the acquisition of
Networkfleet. The following table sets forth information related to cost of revenues for the three months ended March 31, 2010 and 2009:

Three Months Ended March 31,
2010 2009

(in thousands)
Cost of services $ 5,793 $ 1,623
Cost of hardware sold 1,922 1,774

Total cost of revenues $ 7,715 $ 3,397

Cost of revenues increased to approximately $7.7 million for the three months ended March 31, 2010 from $3.4 million for the three months
ended March 31, 2009, an increase of $4.3 million or 127%. Cost of services for the three months ended March 31, 2010 consisted of
approximately $3.4 million of costs related to the provision of the mbrace service to owners and lessees of Mercedes-Benz vehicles,
approximately $1.8 million of costs related to the provision of Networkfleet�s service offerings and approximately $0.6 million related to the
anticipated shortfall below a contractual minimum payment. The cost of services related to the provision of mbrace services, which was
launched in November 2009, is incurred without the benefit of substantial related revenues because an introductory trial of six months is offered
to the purchasers or lessees of new Mercedes-Benz vehicles. Cost of services related to the provision of Networkfleet�s service offerings
increased approximately $0.2 million in the three months ended March 31, 2010 compared to the three months ended March 31, 2009 due to the
increased number of active units on the network. Networkfleet�s cost of revenues as a percentage of total revenues was approximately 45% in
each of the three months ended March 31, 2010 and March 31, 2009. We expect Networkfleet�s cost of revenues as a percentage of total revenue
to decrease as the proportion of service revenues, which earn higher gross margins than hardware revenues, increases as further units are added
to Networkfleet�s network.

Research and Development Expense

Research and development expense consists primarily of salaries and related benefits for employees associated with engineering and product
development activities, fees and expenses paid to third parties who provided services to us in connection with the development of our hardware
devices and the infrastructure related to the provision of services to vehicles, depreciation of property and equipment used in the development
effort and amortization of certain intangible assets acquired in connection with the acquisition of Networkfleet. Research and development
expense for the three months ended March 31, 2010 decreased to $2.8 million from $9.0 million for the three months ended March 31, 2009, a
decrease of $6.2 million or 69%. This decrease was due to an approximately $6.5 million decrease in amounts paid to third parties related to the
development efforts, an approximately $0.2 million decrease in depreciation expense due to the impairment or disposal of certain assets used in
the development effort, partially offset by a $0.5 million increase in labor costs as we dedicated additional internal resources to the further
development and testing of our telematics system, including the development of our in-Drive products and services.

Sales and Marketing Expense
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        Sales and marketing expense consists primarily of (i) salaries, commissions and related benefits for employees engaged in maintaining and
augmenting our automaker relationships, Networkfleet�s sales initiatives and other marketing activities, (ii) certain amounts paid to
Mercedes-Benz and its dealers, (iii) the costs associated with direct marketing campaigns, (iv) trade shows and other forms of advertising,
(v) depreciation of software applications used in marketing activities and (vi) the amortization of certain intangible assets acquired in connection
with the acquisition of Networkfleet. Sales and marketing expense for the three months ended March 31, 2010 increased to $5.7 million from
$2.3 million for the three months ended March 31, 2009, an increase of $3.4 million or 142%. This increase relates primarily to a $2.6 million
increase in marketing costs incurred relating to our mbrace service offering,
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which was launched in November 2009, including certain amounts paid to Mercedes-Benz and its dealers; and increase of $0.4 million in
depreciation expense; an increase of $0.2 million in professional fees due to services performed by TBR related to the development and
execution of our marketing and customer retention platform; and an increase of approximately $0.2 million in salaries and related benefits as the
number of employees dedicated to sales and marketing activities grew in the three months ended March 31, 2010 as we continued to develop our
relationship with Mercedes-Benz and its dealers and pursued relationships with other automakers.

General and Administrative Expense

General and administrative expense consists primarily of facilities costs, finance, accounting, legal, information technology, human resources
and other corporate costs, as well as the salaries and related employee benefits for those employees that support such functions. General and
administrative expenses for the three months ended March 31, 2010 increased to $9.4 million from $7.6 million for the three months ended
March 31, 2009, an increase of $1.8 million or 23%. This increase is due primarily to a $1.4 million increase in compensation and benefits and
contractor labor, and a related $1.2 million increase in administrative costs related to the additional personnel and resources necessary to support
our operations, an approximately $0.8 million increase in depreciation and amortization due to the deployment of the necessary systems and
software during the second half of 2009, partially offset by a decrease in professional fees of $1.6 million as the professional fees in the three
months ended March 31, 2009 included fees incurred in connection with the Merger.

Interest Expense, Net

Interest expense, net for the three months ended March 31, 2010 increased to $5.2 million from $3.5 million for the three months ended
March 31, 2009, an increase of $1.7 million. Interest expense, net for the three months ended March 31, 2010 consisted of $3.4 million of
accrued interest, discount amortization and debt issuance cost amortization related to senior secured term indebtedness, $0.9 million of accrued
interest and discount amortization related to the senior subordinated unsecured term promissory notes, $0.7 million of accrued interest, discount
amortization and debt issuance cost amortization related to our second lien indebtedness, $0.2 million of accrued interest related to our senior
unsecured promissory note, $0.1 million of accrued interest related to capital leases and vendor financing, partially offset by $0.1 million of
interest that was capitalized. Interest expense, net for the three months ended March 31, 2009 consisted of $3.1 million of accrued interest,
discount amortization and debt issuance cost amortization related to senior secured term indebtedness, $0.6 million of accretion on the Series A
Preferred Stock, $0.7 million of interest and discount amortization related to the senior subordinated unsecured term promissory notes and $0.1
million of interest on capital lease obligations and vendor financing partially offset by approximately $1.0 million of interest that was
capitalized.

Liquidity and Capital Resources

As of March 31, 2010, we had unrestricted cash, cash equivalents and short-term investments of approximately $16.0 million and an
accumulated deficit of $380.3 million. As a result of our historical net losses and our limited capital resources, our independent registered public
accounting firm�s report on our financial statements as of and for the year ended December 31, 2009 includes an explanatory paragraph
expressing substantial doubt about our ability to continue as a going concern. We cannot assure you that our net losses and negative cash flow
will not surpass our expectations, and thus, we may be required to raise additional capital in the future or to reduce our operating expenditures.
This additional financing may take the form of loans under a new credit facility, the issuance of bonds or other types of debt securities, the
issuance of equity securities or a combination of the foregoing. Any such financing must either comply with the covenants of our existing credit
facilities, or we will need to obtain waivers from the lenders. Our credit facilities contain covenants that restrict our ability to incur debt and will
require mandatory prepayments from the proceeds of an equity financing. Any debt financing obtained may impose various restrictions and
additional covenants on us which could limit our ability to respond to market conditions, provide for unanticipated capital investments or take
advantage of business opportunities and may subject us to significant interest expense. Additional equity financing may be obtained on terms
that are dilutive to the interests of existing stockholders. We have been successful in the past raising capital to address our liquidity needs;
however, debt or additional equity financing may not be available when needed in the future on terms favorable to us or at all, and the failure to
attract a sufficient amount of additional debt or equity capital may impair our ability to execute on our business plan. Such additional capital
may be provided by, among other things, the cash proceeds from the exercise of the outstanding warrants to purchase shares of our common
stock. There is no assurance that we will be successful in obtaining additional financing, if needed, or that we will be able to reduce our
operating expenditures. The financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Operating Activities

        For the three months ended March 31, 2010, cash used in operating activities was approximately $10.0 million, consisting primarily of a net
loss of $22.7 million, partially offset by $3.8 million of interest accrued on long-term indebtedness, of which $3.5 million related to long-term
indebtedness which was paid in kind with such accrued interest being added to the outstanding principal balance of the debt, $3.5 million of
depreciation and amortization, $3.3 million of net changes in operating assets and liabilities, $1.5 million of discount and debt issuance cost
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amortization, and $0.6 million of share-based compensation expense. For the three months ended March 31, 2009, cash used in operating
activities was approximately $5.9 million, consisting primarily of a net loss of $80.7 million, partially offset by a $62.3 million change in the
market value of derivative instruments, $6.9 million of net changes in operating assets
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and liabilities, $2.0 million of interest accrued on long-term debt which will be paid in kind with such accrued interest being added to the
outstanding principal balance of the long-term debt, $1.9 million of depreciation and amortization, $1.1 million of amortization of debt issuance
costs and other discounts on the long-term debt, $0.5 million of non-cash interest expense related to the Series A Preferred Stock and $0.1
million of share-based compensation expense.

Investing Activities

For the three months ended March 31, 2010, cash used in investing activities was approximately $4.3 million, consisting primarily of $3.4
million used to purchase short-term investments, $1.0 million of capitalized software costs related to Networkfleet�s operations, an increase in
restricted cash of $0.2 million and $0.2 million of capital expenditures related primarily to infrastructure necessary for our operations, partially
offset by $0.5 million of proceeds received from the disposal of certain available-for-sale assets. For the three months ended March 31, 2009,
cash used in investing activities was approximately $2.3 million, consisting primarily of $3.8 million of capital expenditures and $3.9 million of
capitalized software costs, partially offset by the release of $5.3 million of restricted cash that was previously held for the benefit of the lenders
of the senior secured term indebtedness.

Financing Activities

For the three months ended March 31, 2010, cash used in financing activities was approximately $1.5 million, consisting of $1.4 million of
payments on capital lease obligations and $0.1 million of payments on long-term debt. For the three months ended March 31, 2009, cash
provided by financing activities was approximately $131.9 million, consisting of the $97.2 million of net cash provided by the Merger and the
$37.0 million of cash proceeds from the issuance and sale of Series B Convertible Preferred Stock, partially offset by $1.8 million in fees and
expenses paid in connection with the issuance of the Series B Convertible Preferred Stock and $0.5 million of payments on capital lease
obligations.

Critical Accounting Policies

Our consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States. These
accounting principles require management to make certain estimates and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements, as well as the reported amounts of income and expense during the periods presented. Although these
estimates are based on management�s knowledge of current events and actions we may undertake in the future, actual results may differ from
estimates. For a complete description of our critical accounting policies, refer to �Management�s Discussion and Analysis of Financial Condition
and Results of Operations� included in our Annual Report on Form 10-K filed with the SEC on March 16, 2010.

Recent Accounting Pronouncements

See Item 1 of Part I of this Quarterly Report on Form 10-Q, �Financial Statements � Note 3 � Recent Accounting Pronouncements.�

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

As of March 31, 2010, we had approximately $16.8 million of cash, cash equivalents, short-term investments and restricted cash. This cash, cash
equivalents, short-term investments and restricted cash is subject to market risk due to changes in interest rates. In accordance with our
investment policy, we diversify our investments among United States Treasury securities and other high credit quality debt instruments that we
believe to be low risk. We are averse to principal loss and seek to preserve our invested funds by limiting default risk and market risk.

We may suffer from fluctuating interest rates, which may adversely impact our consolidated results of operations and cash flows. As of
March 31, 2010, we had outstanding debt with an aggregate face amount, including interest which has been paid in kind, of approximately
$121.2 million, which included variable rate borrowings of approximately $76.9 million. As of March 31, 2010, the hypothetical impact of a one
percentage point increase in interest rates related to our outstanding variable rate debt would be to increase annual interest expense by
approximately $0.8 million.
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Item 4. Controls and Procedures
Disclosure Controls and Procedures

        Our management, with the participation of our Chief Executive Officer and Vice President Finance and Treasurer, has evaluated the
effectiveness of our disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of
the end of the period covered by this report. Based on such evaluation, our Chief Executive Officer and Vice President Finance and Treasurer,
have concluded that, as of the end of such period, our disclosure controls and procedures are effective in recording, processing, summarizing and
reporting, on a timely basis, information required to be disclosed by us in the reports that we file or submit under the Exchange Act.
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Changes in Internal Control Over Financial Reporting

There has been no change in our internal control over financial reporting during the quarter ended March 31, 2010 that has materially affected,
or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II � OTHER INFORMATION

Item 1. Legal Proceedings
On May 7, 2009, Networkfleet was served with a complaint in a patent infringement case titled Innovative Global Systems LLC vs. Turnpike
Global Technologies L.L.C. et al. that was filed in the Eastern District of Texas. The case sought damages from Networkfleet and five other
defendants for allegedly infringing on five patents held by the plaintiffs. On May 7, 2010, the parties executed an agreement to settle the matter.

Item 1A. Risk Factors
In evaluating our common stock, you should carefully consider, in connection with other information in this report, the risks described in Item
1A of Part I in our Annual Report on Form 10-K for the year ended December 31, 2009 filed with the SEC on March 16, 2010. The risks and
uncertainties described therein are not the only ones we face. Additional risks and uncertainties not presently known to us may also impair our
operations and business. If we do not successfully address any of these risks, there could be a material adverse effect on our financial condition,
operating results and business, and the trading price of our common stock may decline. We cannot assure you that we will successfully address
these risks.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.

Item 3. Defaults Upon Senior Securities
None

Item 4. Reserved

Item 5. Other Information
None

Item 6. Exhibits
The following sets forth those exhibits filed pursuant to Item 601 of Regulation S-K:

Exhibit
Number Description

  31.1 � Certification of Jeffrey A. Leddy, Chief Executive Officer of HUGHES Telematics, Inc., required by Rule 13a-14(a) of the
Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

  31.2 � Certification of Craig J. Kaufmann, Vice President Finance and Treasurer of HUGHES Telematics, Inc., required by Rule
13a-14(a) of the Securities Exchange Act of 1934, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

  32.1 � Certification of Jeffrey A. Leddy, Chief Executive Officer of HUGHES Telematics, Inc., Pursuant to 18 U.S.C Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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  32.2 � Certification of Craig J. Kaufmann, Vice President Finance and Treasurer of HUGHES Telematics, Inc., Pursuant to 18 U.S.C
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

Date: May 10, 2010 By: /s/ JEFFREY A. LEDDY
Jeffrey A. Leddy
Chief Executive Officer
(Principal Executive Officer)

Date: May 10, 2010 By: /s/ CRAIG J. KAUFMANN
Craig J. Kaufmann
Vice President Finance and Treasurer
(Principal Financial and Accounting Officer)
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nt>                        

Timothy B. Page (3)
2012

  357,000   150,000   84,598   —   36,795(4)  628,393 
Chief Financial Officer
2011

  225,481   165,000   346,212   —   52,168   788,861                           
Daniel J. Hallahan
2012

  352,355   184,000   126,897   —   33,414(5)  696,666 
Senior Vice President, Global Marketing
2011

  330,824   170,000   —   —   21,916   522,740  
2010

  296,686   193,000   —   —   15,215   504,901                           
Camille Cutino
2012

  219,300   103,000   33,839   —   27,678(6)  383,817 
Vice President, Operations and Human Resources
2011

  188,183   100,000   —   —   25,968   314,151  
2010

  173,840   75,000   —   —   24,539   273,379                           
Nadine B. Teixeira (7)
2012

  182,166   —   33,839   —   122,678(8)  338,683 
Former Vice President, International Legal Affairs
2011

  237,200   105,000   —   —   33,886   376,086  
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2010
  214,200   100,000   —   —   31,252   345,452 

(1)These amounts reflect the aggregate grant date fair value for stock options and stock awards computed in
accordance with FASB ASC Topic 718 “Compensation—Stock Compensation,” excluding the effect of any estimated
forfeitures. For information on the method and assumptions used to calculate the compensation costs, see Note 8 to
our audited consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31,
2012.

(2)Other compensation for 2012 consists of $12,378 for health and dental insurance, $2,991 for life and disability
insurance, $10,000 for 401(k) matching contributions and $5,940 in office parking fees.

(3) Mr. Page was appointed as our Chief Financial Officer in May 2011.

(4)Other compensation for 2012 consists of $18,594 for health and dental insurance, $5,475 for life and disability
insurance, $10,000 for 401(k) matching contributions and $2,726 in office parking fees.

(5)Other compensation for 2012 consists of $5,280 for health and dental insurance, $10,371 for retirement plan
matching contributions and $17,763 for a car allowance.
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(6)Other compensation for 2012 consists of $12,497 for health and dental insurance, $1,664 for life and disability
insurance, $8,341 for 401(k) matching contributions and $5,175 in office parking fees.

(7)Ms. Teixeira resigned as our Vice President, International Legal Affairs effective September 19, 2012, but
remained as a consultant to the Company until February 28, 2013. Ms. Teixeira forfeited her 2012 option award as
a result of her resignation.

(8)Other compensation for 2012 consists of $18,198 for health and dental insurance, $4,115 for life and disability
insurance, $5,375 for 401(k) matching contributions, $4,455 in office parking fees, $78,750 for consulting and
legal services following her separation from our company, and $11,785 for payout of accrued vacation.

2012 Grants of Plan-Based Awards Table

The following table provides information regarding grants of plan based awards for each of our named executive
officers for 2012.

Estimated Future Payouts Under
Non-Equity Incentive Plan Awards

All Other
Option
Awards:
Number of

Exercise or
Base Price
of

Grant Date
Fair Value
of Stock

Name
Grant
Date

Threshold
($) Target ($)

Maximum
($)

Securities
Underlying
Options (#)

Option
Awards
($/Sh)

 and Option
Awards ($)

(1)
Victor M.
Garcia 6/12/2012 — — — 42,000 17.77 355,312

— 162,240 — — — —
Timothy B.
Page 6/12/2012 — — — 10,000 17.77 84,598
Daniel J.
Hallahan 6/12/2012 — — — 15,000 17.77 126,897
Camille Cutino 6/12/2012 — — — 4,000 17.77 33,839
Nadine B.
Teixeira (2) 6/12/2012 — — — 4,000 17.77 33,839

(1)These amounts reflect the aggregate grant date fair value for stock options computed in accordance with FASB
ASC Topic 718 “Compensation—Stock Compensation,” excluding the effect of any estimated forfeitures. For
information on the method and assumptions used to calculate the compensation costs, see Note 8 to our audited
consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2012.

(2)The option award granted to Ms. Teixeira in 2012 was forfeited upon her separation from our company in
September 2012.

Narrative Disclosure to Summary Compensation Table and Grants of Plan-Based Awards Table

General.  Base salary increases for our named executive officers became effective on July 1, 2012.  The following
table sets forth the percentage of each named executive officer’s total compensation that was paid in the form of base
salary and cash incentive awards for fiscal 2012 based on the amount reported as Total Compensation in the Summary
Compensation Table:
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Name
Cash Compensation as a

Percentage of Total Compensation
Victor M. Garcia 69.5%
Timothy B. Page 80.7%
Daniel J. Hallahan 77.0%
Camille G. Cutino 84.0%
Nadine B. Teixeira 80.5%

Bonuses and Non-Equity Incentive Plan Compensation.  See the discussion on the determination of bonuses for our
named executive officers, and non-equity incentive plan compensation for Mr. Garcia, under “Cash Bonuses” on page
14 of this proxy statement.

Victor M. Garcia. Mr. Garcia became our President and Chief Executive Officer in June 2011.  Mr. Garcia previously
served as our Senior Vice President and Chief Operating Officer from September 2010 to June 2011.  We entered into
an employment agreement with Mr. Garcia in April 2011 in connection with his promotion as our President and Chief
Executive Officer.  The employment agreement is effective until May 1, 2014 and automatically renews for an
additional three-year period, unless the agreement is terminated earlier by us for death, disability, company insolvency
or “cause,” by Mr. Garcia for “good reason,” as described further on page 17, or by either party with at least 90 days
written notice prior to the end of the term. Pursuant to his employment agreement, Mr. Garcia is entitled to an annual
bonus as described above under the heading “Cash Bonus” above.
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Timothy B. Page. Mr. Page became our Chief Financial Officer in May 2011.  We entered into an employment
agreement with Mr. Page effective mid-May 2011 in connection with his appointment as our Chief Financial
Officer.  Pursuant to his employment agreement, Mr. Page’s annual base salary was originally set at $350,000, with
annual increases to be at the discretion of the Board of Directors.  Mr. Page is also eligible to receive an annual bonus
targeted to 40% of his base salary subject to a discretionary evaluation of his performance and the Company’s
performance during the year.   Mr. Page is also entitled to certain benefits upon his termination by us for cause or in
connection with a change in control as described further on page 18.

2012 Outstanding Equity Awards at Fiscal Year-End Table

The following table provides information regarding the number and estimated value of outstanding stock options held
by each of our named executive officers as of December 31, 2012.  There were no outstanding stock awards as of
December 31, 2012.

Option Awards

Name
Grant
Date

Number of
Securities

Underlying
Unexercised

Options
Exercisable

Number of
Securities

Underlying
Unexercised

Options
Unexercisable

Option
Exercise

Price
($)

Option
Expiration

Date
Victor M. Garcia 5/15/2007 65,100 — 15.00 5/14/2017

6/5/2009 20,965 3,962 (1) 5.60 6/4/2019
4/29/2011 62,500 87,500 (1) 25.16 4/28/2021
6/12/2012 — 42,000 (1) 17.77 6/11/2022

Timothy B. Page 5/9/2011 11,875 18,125 (1) 23.14 5/8/2021
6/12/2012 — 10,000 (1) 17.77 6/11/2022

Daniel J. Hallahan 6/5/2009 52,500 7,500 (1) 5.60 6/4/2019
6/12/2012 — 15,000 (1) 17.77 6/11/2022

Camille Cutino 6/5/2009 52,500 7,500 (1) 5.60 6/4/2019
6/12/2012 — 4,000 (1) 17.77 6/11/2022

Nadine B. Teixeira 6/5/2009 8,750 1,250 (1) 5.60 6/4/2019

(1) Twenty-five percent (25%) of the total number of shares subject to the option vest and become exercisable
on the first anniversary of the grant date, and 1/48th of the total number of shares subject to the option vest
monthly thereafter, provided that the option holder is in continuous service with us as of each vesting date.

2012 Option Exercises and Stock Vested Table

No stock options were exercised by, and no restricted stock awards vested for, the named executive officers during
2012.

Potential Post-Employment or Change in Control Payments

Employment Agreements

Messrs. Garcia and Page are entitled to certain payments from us pursuant to their respective employment agreements
in the event of their termination of employment or upon the occurrence of a “Change in Control.”
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Victor Garcia.  In the event Mr. Garcia’s employment is terminated for “Cause” or due to company insolvency, Mr.
Garcia is entitled only to any accrued compensation and benefits through the effective date of his termination.

In the event Mr. Garcia’s employment is terminated (i) by us without “Cause”, (ii) due to his death or disability, (iii) for
any reason, other than for “Cause”, death or disability, within 24 months following a “Change in Control” or (iv) by him
for “Good Reason,” Mr. Garcia is entitled to receive the following payments and benefits:

� any accrued compensation and benefits through the effective date of the termination;

�a lump sum payment equal to 150% of the greater of (a) $520,000 or (b) Mr. Garcia’s base salary for the 12 months
immediately preceding the date of termination;

�COBRA health benefits for whichever of the following periods is shortest: (A) the longer of (i) the remaining term
of Mr. Garcia’s employment agreement or (ii) 18 months following the date of termination; or (B) until Mr. Garcia
is no longer entitled to COBRA continuation coverage under our group health plans; and
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�so long as the date of termination is at least one month after the beginning of our latest fiscal year, the annual bonus
set forth in his employment agreement, pro-rated based on the number of days Mr. Garcia was employed during the
fiscal year.

Mr. Garcia’s employment agreement also provides that if he becomes entitled to receive or if he receives any payments
that would be characterized as “excess parachute payments” within the meaning of Section 280G of the Internal
Revenue Code, the payments will be reduced to the highest amount that may be paid to him without having any
portion of any payment treated as an “excess parachute payment,” but only if the effect of the reduction is that he would
receive a greater amount of payments, as determined on an after-tax basis. If, on an after-tax basis, the payments Mr.
Garcia would receive would be greater without any reduction, then these payments will not be reduced.

“Cause” is generally defined as (a) a failure by the executive to substantially perform his or her material duties under
such executive’s employment agreement which is not cured within thirty (30) days after notice from us; (b) an act by
the executive of material dishonesty, fraud, misrepresentation, or other act(s) of moral turpitude; (c) an intentional act
by the executive (other than one constituting a business judgment that was reasonable at the time or which was
previously approved by the Board of Directors), or gross misconduct by the executive, which in either case, is
seriously injurious to us; (d) a material breach by the executive of his or her employment agreement which is not
cured within thirty (30) days after notice from us; or (e) a material and willful violation of a federal or state law or
regulation applicable to our business.

“Change of Control” is generally defined as any of the following transactions: (a) a merger or consolidation with or into
any other company or other entity, if (after giving effect to the merger or consolidation) our stockholders prior to the
merger or consolidation would not be able to elect a majority of our Board of Directors immediately following the
merger or consolidation; (b) a sale in one transaction or a series of transactions undertaken with a common purpose of
all or a controlling portion of our outstanding voting securities or such amount of our outstanding voting securities as
would enable the purchaser to obtain the right to appoint a majority of our Board of Directors; (c) a sale, lease,
exchange or other transfer in one transaction or a series of related transactions undertaken with a common purpose of
all or substantially all of our assets; or (d) as otherwise may constitute a Change in Control under our Amended and
Restated 2007 Equity Incentive Plan; provided, however, a transaction involving a sale of stock beneficially owned by
Mr. Ogawa, his spouse or his children shall not constitute a Change in Control unless (after giving effect thereto) a
single party (or group of related parties) obtains control of us as a result of such transaction.

“Good Reason” is generally defined as the occurrence of any of the following events, without the consent of the
executive: (a) any diminution in the executive’s base salary, except as part of a program whereby the salaries of all of
our executive officers are reduced for economic reasons; (b) any material diminution of the executive’s authority,
duties, reporting or responsibilities; (c) any action or inaction that constitutes a material breach by us of the executive’s
employment agreement; or (d) a material change in the geographic location at which the executive must perform his
duties under his or her employment agreement, except for office relocation within the San Francisco Bay area;
provided that the executive acknowledges and agrees that he or she may be required to travel extensively in
connection with the performance of his or her duties under such executive’s employment agreement and that any such
travel requirement will not constitute a material change in the geographic location at which the executive must
perform his or her duties under such executive’s employment agreement.

Timothy Page. In the event we undergo a Change in Control within 24 months of commencement of Mr. Page’s
employment and he is terminated without cause within 24 months following the Change in Control, Mr. Page is
entitled to receive a lump sum payment equal to twelve months of his base salary immediately preceding the date of
termination.  The definition of “Change of Control” under Mr. Page’s employment agreement is substantially similar to
the definition under Mr. Garcia’s employment agreement as defined above.
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Equity Compensation Plan

Under our Amended and Restated 2007 Equity Incentive Plan, all awards under the plan, including shares subject to
stock options and restricted stock, that have not vested will become fully vested and exercisable in the event of a
“change of control” or other “company transaction,” each as defined below, unless, in the event of a company transaction,
the options or stock awards are assumed by the successor company. A “change of control” is generally defined as an
acquisition of 50% or more of our voting power, or a change in the composition of our Board of Directors in a
two-year period, without the approval of the Incumbent Board (as defined in the plan), that results in fewer than a
majority of the Incumbent Board remaining in office. A “company transaction” is generally defined as the completion of
a merger or consolidation with or into another company or entity, a sale in one or more transactions with the common
purpose of all of our outstanding voting securities, or a sale in one or more transactions with the common purpose of
all or substantially all of our assets. The Compensation Committee may also, in the event of a change of control, allow
the holder of an award to surrender the award in exchange for a cash payment, or, in the event of a company
transaction, terminate awards under the plan in exchange for a cash payment, each calculated by a formula set forth in
the plan.

The following table describes the potential payments upon a termination or change of control for our named executive
officers, assuming that the triggering event occurred on December 31, 2012. In the case of stock options, the value of
the acceleration was determined based on the difference between (i) the exercise price of the shares for which vesting
was accelerated and (ii) the $21.95 closing price on December 31, 2012.

Benefit

Upon a
Change in

Control

Termination
Without
Cause

Termination For
Good

Reason, Due to
Death or Disability,

or
Within 24 Months

Following a Change
in

Control
Victor Garcia

Severance — $ 795,600 $ 811,200
Non-equity incentive plan bonus — $ 324,480 $ 324,480
Stock options (unvested and
accelerated) $240,339 — —
COBRA premiums — $ 16,846 $ 16,846
Life and disability insurance — $ 1,974 $ 1,974
Total $240,339 $ 1,154,500 $ 1,154,500

Timothy Page
Severance — — $ 364,000
Stock options (unvested and
accelerated) $41,800 — —

Daniel Hallahan
Stock options (unvested and
accelerated) $185,325 — —

Camille Cutino
$139,345 — —
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Stock options (unvested and
accelerated)

Nadine Teixeira (1)
Stock options (unvested and
accelerated) — — —

(1)Ms. Teixeira resigned as Vice President, International Legal Affairs effective September 19, 2012.  In connection
with her resignation, we entered into a release and separation agreement with Ms. Teixeira pursuant to which we
agreed to pay a retainer of $23,205 to Ms. Teixeira each month for consulting and legal services, and allowed for
her options to continue to vest until she no longer provided any consulting services to us.

2012 Director Compensation Table

The following table sets forth information regarding compensation for each of our nonemployee directors for fiscal
2012. Our nonemployee director compensation program is comprised of: cash compensation, consisting of annual
retainer fees, including amounts associated with chairing Board of Directors committees; meeting fees and equity
compensation, consisting of stock option grants.  Each of these components is described in more detail below.
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Name

Fees Earned or
Paid in Cash

($) (1)

Option
Awards

($) (2)

All Other
Compensation

($)
Total
($)

Marvin Dennis 76,000 80,860 — 156,860
William Liebeck 72,000 80,860 — 152,860
Maasaki (John) Nishibori 49,000 — 26,969 (3) 75,969
Hiromitsu Ogawa 110,323 — 26,969 (3) 137,292
David G. Remington 72,000 80,860 — 152,860
Gary Sawka 64,000 80,860 — 144,860

(1) Includes all annual retainer fees, committee and chairmanship fees and meeting fees.

(2)These amounts reflect the aggregate grant date fair value for stock options computed in accordance with FASB
ASC Topic 718 “Compensation—Stock Compensation,” excluding the effect of any estimated forfeitures. For
information on the method and assumptions used to calculate the compensation costs, see Note 8 to our audited
consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2012.  As
of December 31, 2012, the aggregate number of shares underlying outstanding option awards for each
nonemployee director was:  Mr. Dennis—60,000 shares; Mr. Liebeck—60,000 shares; Mr. Nishibori—359,980 shares;
Mr. Ogawa—no shares; Mr. Remington—32,500 shares; and Mr. Sawka—60,000 shares

(3)Other compensation for 2012 consists of health and dental insurance premiums paid by the Company for the
benefit of the director.

Narrative Disclosure to Director Compensation Table

Hiromitsu Ogawa.  Mr. Ogawa served as Chief Executive Officer until November 1, 2006 when he became our
Executive Chairman. On June 5, 2009, Mr. Ogawa retired as our Executive Chairman and remained our Chairman of
the Board of Directors. On June 5, 2009, Mr. Ogawa signed a compensation agreement with the Company under
which Mr. Ogawa is entitled to an annual retainer fee of $100,000, payable each calendar quarter in increments of
$25,000. The annual retainer fee will be increased by at least 4% on July 1 of each subsequent year that the agreement
is in effect. Mr. Ogawa’s annual retainer fee was increased to $104,000 on July 1, 2010, $108,160 on July 1, 2011, and
$112,486 on July 1, 2012.  The compensation under this agreement is in lieu of the retainer and meeting fees that are
payable to other members of the Board of Directors who are not also our employees.  In addition to the annual retainer
fee, Mr. Ogawa will continue to receive the fringe benefits that he was receiving prior to his retirement as an executive
officer of the Company.  The agreement is effective for as long as Mr. Ogawa serves as Chairman of the Board of
Directors or for a period of three years from the date of the agreement.

Masaaki (John) Nishibori.  Mr. Nishibori retired as our President and Chief Executive Officer effective June 3, 2011.
Effective June 3, 2011, we entered into a Continuing Services Agreement with Mr. Nishibori in connection with his
retirement.  Pursuant to the Continuing Services Agreement, among other things, (i) as long as Mr. Nishibori
continues as a member of the Board of Directors, he and his spouse are eligible to participate in our health insurance
plans to the extent permitted under such plans, (ii) Mr. Nishibori’s continued service as a Director is deemed to
constitute “continuous service” such that the stock option grants that have been previously granted to Mr. Nishibori
pursuant to our Amended and Rested 2007 Equity Incentive Plan will continue to vest so long as he remains a
Director, and (iii) following vesting in full of Mr. Nishibori’s currently-held stock options, Mr. Nishibori will be
eligible to receive annual stock option grants that may be awarded to other outside members of the Board.  Mr.
Nishibori also receives the standard cash compensation for directors as outlined below.
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Other Director Compensation.  Directors who are also our employees receive no additional compensation for their
services as directors.  Directors who are not our employees, other than Mr. Ogawa, receive cash compensation and
equity compensation as described below.  All directors are also reimbursed for reasonable and necessary travel,
communications, and other out-of-pocket business expenses incurred in connection with their attendance at meetings,
while on corporate business or for continuing education related to their board service. In addition, we indemnify our
directors for liability they may incur for serving in that capacity to the maximum extent permitted under the laws of
the state of Delaware. We also advance expenses to our directors in connection with this indemnification.

Cash Compensation. Each nonemployee director, other than Hiromitsu Ogawa, receives an annual cash retainer of
$25,000. The chair of the Audit Committee receives an additional annual cash retainer of $12,000. Other committee
chairs receive an additional annual cash retainer of $8,000. Each annual retainer is paid quarterly in advance. In
addition, directors, other than Hiromitsu Ogawa, receive a fee of $2,000 for each meeting of the Board of Directors
attended, members of the Audit Committee receive a fee of $1,500 for each meeting of the Audit Committee attended,
and members of other committees receive a fee of $1,000 for each other committee meeting attended.

Equity Compensation.  In addition to cash retainers and Board of Directors and committee meeting attendance fees,
each nonemployee director, other than Messrs. Ogawa and Nishibori, is granted an option to purchase 12,500 shares
upon the director’s initial election to the Board of Directors, and is granted an option to purchase 10,000 shares at each
annual meeting of our stockholders. All options have a ten-year term, an exercise price equal to the fair market value
of a share of our common stock on the date of grant and vest in full on the first anniversary of the date of grant.
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

None of the members of the Compensation Committee was at any time during the fiscal year ended December 31,
2012 or at any other time (i) an officer or employee of CAI or (ii) had any relationship requiring disclosure under Item
404 of Regulation S-K. No executive officer of CAI served as a member of the Compensation Committee (or other
board committee performing equivalent functions or, in the absence of any such committee, the entire Board of
Directors) of another entity, or as a director of another entity, where one of the other entity’s executive officers served
on the Compensation Committee of CAI or as a director of CAI.

COMPENSATION COMMITTEE REPORT

The Compensation Committee consists of four independent directors. The Compensation Committee has reviewed
and discussed the Compensation Discussion and Analysis with management and, based on that review and discussion,
the Compensation Committee recommended to the Board of Directors that the Compensation Discussion and Analysis
be included in CAI’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012 and CAI’s proxy
statement relating to its 2013 Annual Meeting of Stockholders.

Compensation Committee Report Submitted By:

William Liebeck, Chair
Marvin Dennis
David Remington
Gary Sawka
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AUDIT COMMITTEE REPORT

The Audit Committee appoints, determines funding for, oversees and evaluates the independent registered public
accounting firm with respect to accounting, internal controls over financial reporting and other matters, and makes
other decisions with respect to audit and finance matters. The Audit Committee also pre-approves the retention of the
independent registered public accounting firm and fees for all audit and permitted non-audit services provided by the
independent registered public accounting firm, and determines whether the provision of non-audit services is
compatible with maintaining the independence of the independent registered public accounting firm. All members of
the Audit Committee are able to read and understand financial statements and have experience in finance and
accounting that provides them with financial sophistication.

Duties and Responsibilities

The Audit Committee operates under a written charter approved by the Board of Directors. Pursuant to authority
delegated by the Board of Directors and the Audit Committee’s written charter, the Audit Committee assists the Board
of Directors in fulfilling its oversight responsibilities with respect to:

� the integrity of CAI’s financial statements;

� CAI’s compliance with legal and regulatory requirements;

� CAI’s systems of internal control over financial reporting as established by management;

� the independent registered public accounting firm’s qualifications and independence;

� the performance by CAI’s independent registered public accounting firm;

� CAI’s internal audit activities and processes;

� risk assessment and risk management;

� CAI’s auditing, accounting and financial reporting processes generally; and

� compliance with CAI’s ethical standards for senior financial officers and all personnel.

In fulfilling its duties, the Audit Committee maintains free and open communication with the Board of Directors, the
independent registered public accounting firm, financial management and all employees.

In connection with these responsibilities, the Audit Committee met with management to review and discuss CAI’s
audited financial statements. The Audit Committee also discussed with the independent registered public accounting
firm the matters required by Statement on Auditing Standards No. 61, as amended, Communication With Audit
Committees, and PCAOB AU Section 380, Communications with Audit Committees.  The Audit Committee also
received from the independent registered public accounting firm the written disclosures and the letter required by
applicable requirements of the Public Company Accounting Oversight Board regarding the independent registered
public accounting firm’s communications with the audit committee concerning independence, and has discussed with
its independent registered public accounting firm that firm’s independence.

Fiscal 2012 Audit

Edgar Filing: HUGHES Telematics, Inc. - Form 10-Q

Table of Contents 49



Based on the reviews and discussions described above, the Audit Committee recommended that the Board of
Directors include the audited financial statements in CAI’s Annual Report on Form 10-K filed with the SEC for the
year ended December 31, 2012.

Audit Committee Report Submitted By:

Marvin Dennis, Chair
William Liebeck
David Remington
Gary Sawka
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PROPOSAL NO. 2 – RATIFICATION OF APPOINTMENT OF

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee has selected KPMG LLP, an independent registered public accounting firm, to audit our
financial statements for fiscal year 2013, and recommends that the stockholders vote to ratify such appointment.

KPMG LLP has audited our financial statements since the year ended December 31, 2006. Stockholder approval of
the selection of KPMG LLP as our independent registered public accounting firm is not required by our bylaws or
otherwise. The Sarbanes-Oxley Act of 2002 requires the Audit Committee to be directly responsible for the
appointment, compensation and oversight of the audit of our financial statements and the independent registered
public accounting firm. The Audit Committee will consider the results of the stockholder vote and in the event of a
negative vote will reconsider its selection of KPMG LLP. Even in the event of an affirmative stockholder vote, the
Audit Committee in its discretion may direct the appointment of a different independent registered public accounting
firm at any time during the year if it determines that such a change would be in our best interests.

Representatives of KPMG LLP are expected to be present at the Annual Meeting and will have the opportunity to
make a statement if they so desire. The representatives also are expected to be available to respond to appropriate
questions from stockholders.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
A VOTE FOR RATIFICATION OF THE APPOINTMENT OF KPMG LLP AS THE COMPANY’S INDEPENDENT

REGISTERED PUBLIC ACCOUNTING FIRM FOR FISCAL YEAR 2013.

Independent Registered Public Accounting Firm Fees and Services

Fees billed to CAI by KPMG LLP for 2012 and 2011 were approximately as follows:

Services Rendered 2012 2011
Audit Fees (1) $858,800 $790,000
Audit-Related Fees (2) 176,500 21,450
Tax Fees (3) 30,000 14,200
Total Fees $1,065,300 $825,650

(1)Audit Fees consist of fees for professional services rendered for the audit of our 2012 and 2011 consolidated
annual financial statements and review of the interim consolidated financial statements included in quarterly
reports and services that are normally provided by KPMG LLP in connection with regulatory filings.

(2)Audit-Related Fees consist of fees billed for assurance and related services primarily related to the filing of a
Registration Statement on Forms S-3 with the SEC as well as services provided in connection with an equity
offering made thereunder, and not reported under “Audit Fees.”

(3)Tax Fees consist of fees billed for professional services rendered in 2012 and 2011 for tax compliance relating to
our domestic and foreign subsidiaries.

Pre-Approval Policy
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The Audit Committee pre-approves all audit and permissible audit-related and non-audit services provided to the
Company by our independent registered public accounting firm and the associated fees for these services. All services
and fees for 2012 and 2011 were pre-approved by the Audit Committee. Engagements must be separately
pre-approved by the Audit Committee.
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PROPOSAL NO. 3 – ADVISORY RESOLUTION TO APPROVE THE COMPENSATION OF
OUR NAMED EXECUTIVE OFFICERS

We are asking our stockholders to approve an advisory resolution to approve the compensation of our named
executive officers as reported in this proxy statement, and as required by Section 14A of the Exchange Act.  Our
current policy is to provide stockholders with an opportunity to approve the compensation of our named executive
officers each year at the annual meeting of stockholders until the next required vote on the frequency of such votes.

The Compensation Committee establishes, recommends and governs all of the compensation and benefits policies and
actions for the Company’s executives, whose compensation is reported in the 2012 Summary Compensation Table
above.  Additional information regarding the Compensation Committee and its role is described above in the
“Compensation Discussion and Analysis” section of this proxy statement and the related tables and narrative
disclosure.  Consistent with the Company’s compensation philosophy, our executive compensation program has been
designed to provide competitive compensation packages that enable us to attract and retain talented executives and
motivate named executive officers to achieve our short- and long-term business strategies.

The Compensation Committee and our Board of Directors believe that the policies and procedures articulated in the
“Compensation Discussion and Analysis” are effective in achieving our goals and that the compensation of our named
executives reported in this proxy statement has contributed to the Company’s recent and long-term success.  In
accordance with Section 14A of the Exchange Act, and as a matter of good corporate governance, we are asking
stockholders to approve the following advisory resolution at the 2013 Annual Meeting of Stockholders:

RESOLVED, that the stockholders of CAI International, Inc. (the “Company”) approve, on an advisory basis, the
compensation of the Company’s named executive officers, as disclosed pursuant to Item 402 of Regulation S-K,
including in the Compensation Discussion and Analysis, the compensation tables, notes and narrative in the Proxy
Statement for the Company’s 2013 Annual Meeting of Stockholders.

While the resolution is non-binding, the Board of Directors values the opinions that stockholders express in their votes
and in any additional dialogue. It will consider the outcome of the vote and those opinions when making future
compensation decisions.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE  FOR THE
ADVISORY RESOLUTION TO APPROVE THE COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table shows common stock ownership on April 19, 2013, except as otherwise noted, by:

� each person who beneficially owned more than 5% of our common stock on that date;

� each of the executive officers named in the 2012 Summary Compensation Table above;

� each of our current directors and director nominees; and

� all of our current executive officers and directors as a group.

The number of shares beneficially owned by each entity or person is determined under the rules of the SEC, and the
information is not necessarily indicative of beneficial ownership for any other purpose. Under such rules, beneficial
ownership includes any shares as to which the individual has the sole or shared voting power or investment power and
also any shares that the individual has the right to acquire within 60 days of April 19, 2013 through the exercise of any
stock option or other right.  Percentage beneficially owned below is based on 22,143,690 shares of our common stock
outstanding on April 19, 2013.

Unless otherwise indicated, the address for all persons named below is c/o CAI International, Inc., Steuart Tower, 1
Market Plaza, Suite 900, San Francisco, CA 94105.

Name and Address of Beneficial Owner

Number of
Shares

Beneficially
Owned

Percentage
of Class
Beneficially
Owned

Hiromitsu Ogawa (1) 4,965,468 22.4 %

Columbia Wanger Asset Management, LLC (2) 2,674,708 12.1 %

Century Capital Management LLC (3) 1,271,620 5.7 %

William Blair & Company, L.L.C. (4) 1,373,756 6.2 %

Masaaki (John) Nishibori (5) 359,980 1.6 %

Victor M. Garcia (6) 178,652 *

Gary M. Sawka (7) 63,000 *

Marvin Dennis (8) 60,000 *

William W. Liebeck (8) 60,000 *

David G. Remington (9) 32,500 *

Timothy B. Page (10) 18,125 *

Camille G. Cutino (11) 62,520 *
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David Hallahan (12) 65,831 *

Nadine Teixeira — *

All directors and executive officers as a group (10 persons) (13) 5,866,076 26.5 %

* Less than 1%.

(1)Mr. Ogawa beneficially owns 1,512,433 shares of our common stock in his own name. Mr. Ogawa also
beneficially owns (i) 1,859,108 shares held by the Ogawa Family Trust dated 7/06/98, of which Mr. Ogawa and his
wife are co-trustees, (ii) 593,927 shares held by the Ogawa Limited Partnership, of which the Ogawa Family Trust
is the general partner, (iii) 500,000 shares held by the Hiromitsu Ogawa GRAT 2011, of which Mr. Ogawa is the
trustee, and (iv) 500,000 shares held by the Betty Jean Crouch Ogawa GRAT 2011, of which Mr. Ogawa’s spouse
is the trustee.

(2)Based on a Schedule 13G/A filed with the SEC on February 14, 2013. Columbia Wanger Asset Management, LLC
maintains sole voting power for 2,300,587 of the shares reported and maintains sole dispositive power for
2,674,708 of the shares reported. The shares reported include shares held by Columbia Acorn Fund (“CAT”), a
Massachusetts business trust that is advised and managed by Columbia Wanger Asset Management, LLC.  The
address of Columbia Wanger Asset Management, LLC is 227 West Monroe Street, Suite 3000, Chicago, Illinois
60606.

(3)Based solely on a Schedule 13G/A filed with the SEC on February 4, 2013. The shares reported are owned of
record by clients of Century Capital Management LLC.  The address of Century Capital Management LLC is 100
Federal St. 29th Floor, Boston, Massachusetts 02110.
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(4)Based solely on a Schedule 13G/A filed with the SEC on February 4, 2013.  The address for William Blair &
Company, LLC is 222 W. Adams, Chicago, Illinois 60606.

(5)Represents 359,980 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(6)Represents 178,652 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(7)Includes 60,000 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(8)Represents 60,000 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(9)Represents 32,500 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(10)Represents 18,125 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(11)Includes 61,000 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(12)Includes 63,750 shares issuable upon exercise of options that are fully exercisable within 60 days of April 19,
2013.

(13)Includes 894,007 shares that named executive officers and directors as a group have the right to acquire within 60
days of April 19, 2013 through the exercise of options.

26

Edgar Filing: HUGHES Telematics, Inc. - Form 10-Q

Table of Contents 56



SECURITIES AUTHORIZED UNDER EQUITY COMPENSATION PLANS

The following table summarizes information about our Amended and Restated 2007 Equity Incentive Plan as of
December 31, 2012.

Plan Category

Number of
Shares of
Common

Stock to Be
Issued Upon
Exercise of
Outstanding
Options (a)

Weighted
Average

Exercise Price
of Outstanding

Options

Number of
Shares of
Common

Stock
Available for

Future
Issuance

(excluding
shares

reflected in
(a))

Equity compensation plan approved by security holders 1,335,680 $13.41 331,230 (1)
Equity compensation plan not approved by security holders — — —
Total 1,335,680 $13.41 331,230

(1)Shares available for issuance under the Amended and Restated 2007 Equity Incentive Plan can be granted pursuant
to stock options, stock appreciation rights, restricted stock or units, performance units, performance shares and any
other stock based award selected by the plan administrator.

RELATED PERSON TRANSACTIONS

Transactions with Related Persons

There were no transactions with related persons during the year ended December 31, 2012 required to be disclosed
pursuant to Item 404(a) of Regulation S-K.

Policies and Procedures for Approving Transactions with Related Persons

Our Audit Committee, in executing the responsibilities delegated to it, reviews a summary of CAI’s transactions with
its directors and officers and with firms that employ our directors, as well as any other material related party
transactions, periodically, but no less frequently than annually. The Audit Committee consists entirely of disinterested,
nonemployee directors.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 requires our executive officers, directors and holders of more
than 10% of our common stock to file reports of ownership and changes in ownership with the SEC. To our
knowledge, based solely on a review of copies of such reports and written representations from our executive officers
and directors that no other reports were required, we believe that during the fiscal year ended December 31, 2012, all
reports required under Section 16(a) were timely filed.

BY ORDER OF THE BOARD OF
DIRECTORS
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Victor Garcia
President and Chief Executive Officer

San Francisco, California
April 26, 2013
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IMPORTANT
ANNUAL
MEETING
INFORMATION

Using a black ink pen, mark your votes with an X as shown in
this example. Please do not write outside the designated areas. x

Annual Meeting Proxy Card

q PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE   q

A Proposals — The Board of Directors recommends a vote FOR the nominees listed, and FOR Proposals 2 and 3.

1. Election of Directors: For Withhold For Withhold

01 - Masaaki Nishibori o o 02 - David G.
Remington o o

For AgainstAbstain For AgainstAbstain
2. To ratify the appointment of

KPMG LLP as the Company’s
independent registered public
accounting firm.

 o o o

3. Approval of the advisory
resolution to approve the
compensation of the Company’s
named executive officers as
disclosed in the proxy statement.

o o o

B Non-Voting Items
Change of Address — Please print your new
address below.

Comments — Please print your comments
below.

Meeting
Attendance
Mark the box to
the right if you
plan to attend the
Annual Meeting.

o

C Authorized Signatures — This section must be completed for your vote to be counted. — C Date and Sign Below
NOTE: Please sign exactly as name(s) appears hereon. Joint owners should each sign. Please mark, date, sign and
return proxy card promptly. Receipt is acknowledged of the notice and proxy statement relating to this meeting.

Date (mm/dd/yyyy) — Please print date
below.

Signature 1 — Please keep signature
within the box.

Signature 2 — Please keep signature
within the box.

 /  /
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q PLEASE FOLD ALONG THE PERFORATION, DETACH AND RETURN THE BOTTOM PORTION IN THE
ENCLOSED ENVELOPE.   q

Proxy — CAI INTERNATIONAL, INC.

Proxy Solicited on Behalf of the Board of Directors of
the Company for the Annual Meeting on June 7, 2013

The undersigned hereby appoints Victor Garcia and Timothy B. Page, and each of them, proxies with full power of
substitution, to vote on behalf of the undersigned at the Annual Meeting of Stockholders of CAI International, Inc. on
June 7, 2013 at 10:00 a.m. local time at the offices of Perkins Coie LLP, located at 3150 Porter Drive, Palo Alto,
California 94304, and at any adjournment thereof, all shares of the undersigned in CAI International, Inc. The proxies
are instructed to vote as stated on the reverse side.

The shares represented by this proxy will be voted in accordance with instructions, if given. If no instructions are
given, this proxy will be voted for the Board of Directors’ nominees for election as directors, for the proposal to ratify
the appointment of KPMG LLP as the Company’s independent registered public accounting firm and for the approval
of the advisory resolution to approve the compensation of the Company’s named executive officers. The proxies may
vote in their discretion as to other matters that may come before the meeting.

The Board of Directors recommends a vote FOR the nominees listed on the reverse side, FOR the proposal to ratify
the appointment of KPMG LLP as the Company’s independent registered public accounting firm and FOR the
approval of the advisory resolution to approve the compensation of the Company’s named executive officers as
disclosed in the proxy statement.

PLEASE SIGN ON OTHER SIDE AND RETURN PROMPTLY.
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