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Title of Each Class of Amount to be Proposed Proposed Maximum Amount of
Maximum

Securities to be Registered (1) Aggregate Offering Registration Fee
Offering Price Per

Registered Price (2)

Security (2)
Shares of Common Stock, par
value $0.001 per share 3,793,639 Shares $3.36 $12,746,627 $711
Shares of Common Stock, par
value $0.001 per share, underlying
the Warrants included as part of
the Units 1,168,677 Shares $3.36 $3,926,755 $219
Shares of Common Stock, par
value $0.001 per share, underlying
the Warrants issued to placement

agents 595,549 Shares $3.36 $2,001,045 $112
Total 5,557,865 Shares $18,674,427 $1,042
(1) This registration statement covers the following shares of our common stock and shares of our common stock underlying securities issued by us: (i)

3,793,639 shares of our common stock and 1,168,677 shares of our common stock issuable upon exercise of warrants to purchase shares of our common stock,
such securities issued together as units, each such unit consisting of one share of common stock and one warrant to purchase ¥z share of our common stock, in
connection with our common stock financings which closed in August 2009 and May and June 2008, respectively; and (ii) 595,549 shares of our common stock
issuable upon exercise of warrants to purchase shares of our common stock issued to placement agents in connection with selling efforts in our common stock
financings described in clause (i). Pursuant to and in accordance with Rule 416 under the Securities Act, there are also registered hereunder such indeterminate
number of securities as may be issued to prevent dilution resulting from stock splits, stock dividends, or similar capital adjustments and transactions.

2) Estimated solely for the purpose of calculating the amount of the registration fee pursuant to Rule 457(c) of the Securities Act. The proposed
maximum offering price per share and proposed maximum aggregate offering price are based upon the average of the high, or $3.43, and low, or $3.30, sales
prices of our common stock on October 8, 2009, as quoted on the NASDAQ Capital Market. It is not known how many shares of Common Stock will be sold
under this registration statement or at what price or prices such shares will be sold.

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR DATES AS MAY BE
NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL FILE A FURTHER AMENDMENT
WHICH SPECIFICALLY STATES THAT THIS REGISTRATION STATEMENT SHALL THEREAFTER BECOME EFFECTIVE
IN ACCORDANCE WITH SECTION 8(A) OF THE SECURITIES ACT OR UNTIL THE REGISTRATION STATEMENT SHALL
BECOME EFFECTIVE ON SUCH DATE AS THE SECURITIES AND EXCHANGE COMMISSION, ACTING PURSUANT TO
SAID SECTION 8(A), SHALL DETERMINE.
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The information in this prospectus is not complete and may be changed. Raptor Pharmaceutical Corp. may not sell these securities until
the Registration Statement filed with the Securities and Exchange Commission is effective. This prospectus is not an offer to sell these
securities and it is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

Subject to completion, dated October 13, 2009

PROSPECTUS

5,557,865 Shares of Common Stock

This prospectus is registering an aggregate of 5,557,865 shares of common stock, par value $0.001, of Raptor Pharmaceutical Corp., a Delaware
corporation, including shares issuable upon the exercise of warrants to purchase our common stock, and relates to the resale of such shares by
the selling stockholders identified in this prospectus.

The selling stockholders or their permitted transferees or other successors in interest may, but are not required to, sell their holdings of our
common stock in a number of different ways and at varying prices as determined by the prevailing market price for the shares or in negotiated
transactions. See Plan of Distribution on page 9 for a description of how the selling stockholders may dispose of the shares covered by this
prospectus. We do not know when or in what amount the selling stockholders may offer the shares for sale.

We will not receive any of the proceeds from sales of common stock made by the selling stockholders pursuant to this prospectus. We have
agreed to pay certain expenses related to the registration of the shares of common stock pursuant to the registration statement of which this
prospectus forms a part.

Our common stock is traded on the NASDAQ Capital Market under the symbol RPTPD . On October 12, 2009, the last reported sale price for
our common stock on the NASDAQ Capital Market was $4.30 per share.

INVESTING IN OUR COMMON STOCK INVOLVES SUBSTANTIAL RISKS. SEE THE SECTION TITLED _RISK FACTORS
BEGINNING ON PAGE 2 OF THIS PROSPECTUS TO READ ABOUT FACTORS YOU SHOULD CONSIDER BEFORE BUYING
SHARES OF OUR COMMON STOCK.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES COMMISSION HAS
APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE ADEQUACY OR ACCURACY OF THIS
PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The date of this prospectus is , 2009.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement on Form S-3 that we filed with the Securities and Exchange Commission, or the SEC, on
October 13, 2009. This prospectus relates to 5,557,865 shares of our common stock, including 1,764,226 shares of our common stock issuable
upon the exercise of warrants, which the selling stockholders named in this prospectus may sell from time to time. We will not receive any of the
proceeds from these sales, except that upon any exercise of the warrants by payment of cash, we will receive the exercise price of the warrants.
We have agreed to pay certain expenses related to the registration of the shares of common stock pursuant to the registration statement of which
this prospectus forms a part.

You should rely only on the information that we have provided or incorporated by reference in this prospectus, any applicable prospectus
supplement and related free writing prospectus that we may authorize to be provided to you. We have not authorized anyone to provide you with
different information. No dealer, salesperson or other person is authorized to give any information or to represent anything not contained in this
prospectus, any applicable prospectus supplement or any related free writing prospectus that we may authorize to be provided to you. You must
not rely on any unauthorized information or representation. You should assume that the information in this prospectus, any applicable prospectus
supplement, or any related free writing prospectus is accurate only as of the date on the cover of the document and that any information we have
incorporated by reference is accurate only as of the date of the document incorporated by reference, regardless of the time of delivery of this
prospectus, any applicable prospectus supplement or any related free writing prospectus, or any sale of a security. Our business, financial
condition, results of operations and prospects may have changed since that date.

This prospectus contains summaries of certain provisions contained in some of the documents described herein, but reference is made to the
actual documents for complete information. All of the summaries are qualified in their entirety by the actual documents. The registration
statement containing this prospectus, including exhibits to the registration statement, provides additional information about us and the securities
offered under this prospectus. Copies of some of the documents referred to herein have been filed, will be filed or will be incorporated by
reference as exhibits to the registration statement of which this prospectus is a part, and you may obtain copies of those documents as described
below under the heading Where You Can Find Additional Information.

We urge you to carefully read this prospectus, any applicable prospectus supplement, together with the information incorporated herein by
reference as described under the heading Where You Can Find Additional Information.
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RAPTOR PHARMACEUTICAL CORP.

Raptor Pharmaceutical Corp., or Raptor, was initially incorporated in Nevada on July 29, 1997 as Axonyx Inc. In October 2006, Axonyx Inc.
and its then wholly-owned subsidiary completed a reverse merger, business combination with TorreyPines Therapeutics, Inc., reincorporated in
Delaware and changed its name to TorreyPines Therapeutics, Inc. In September 2009, we and our wholly-owned subsidiary completed a reverse
merger, business combination with Raptor Pharmaceuticals Corp., pursuant to which Raptor Pharmaceuticals Corp. became our wholly-owned
subsidiary. Immediately prior to the merger, we changed our corporate name from TorreyPines Therapeutics, Inc. to Raptor Pharmaceutical
Corp. Raptor s principal executive offices are located at 9 Commercial Blvd., Suite 200, Novato, CA 94949, and Raptor s telephone number is
(415) 382-8111. Raptor is a NASDAQ-listed development-stage biotechnology company dedicated to speeding the delivery of new treatment
options to patients by working to improve existing therapeutics through the application of highly specialized drug targeting platforms and
formulation expertise. Raptor focuses on underserved patient populations where it believes that it can have the greatest potential impact. Raptor
is developing drug therapies for the potential treatment of: genetic diseases including nephropathic cystinosis, or cystinosis, and Huntington s
Disease, or HD; metabolic diseases including non-alcoholic steatohepatitis, or NASH, and aldehyde dehydrogenase, or ALDH2, deficiency, or
Ethanol Intolerance; and liver diseases including primary liver cancer or hepatocellular carcinoma, or HCC, and hepatitis. Raptor is also
researching a non-opioid solution designed to treat chronic pain and potentially thrombotic disorder.

We obtained statistical data, market data and other industry data and forecasts used throughout, or incorporated by reference in, this prospectus
from market research, publicly available information and industry publications. Industry publications generally state that they obtain their
information from sources that they believe to be reliable, but they do not guarantee the accuracy and completeness of the information. Similarly,
while we believe that the statistical data, industry data and forecasts and market research are reliable, we have not independently verified the
data, and we do not make any representation as to the accuracy of the information. We have not sought the consent of the sources to refer to their
reports appearing or incorporated by reference in this prospectus.

As described elsewhere in this prospectus under the heading Where You Can Find More Information, this prospectus and the information
incorporated herein by reference include trademarks, service marks and trade names owned by us or other companies. All trademarks, service
marks and trade names included or incorporated by reference into this prospectus, any applicable prospectus supplement or any related free
writing prospectus are the property of their respective owners.

Unless otherwise mentioned or unless the context requires otherwise, all references in this prospectus to we, us, our, the Company, Raptor a

similar references refer to Raptor Pharmaceutical Corp., a Delaware corporation, and its wholly-owned subsidiaries; except that in the
description of our securities, these terms refer solely to Raptor Pharmaceutical Corp. and not to any of our subsidiaries.

RISK FACTORS

Investing in our securities involves a high degree of risk. You should carefully review the risks and uncertainties described under the heading
Risk Factors contained in the applicable prospectus supplement and any related free writing prospectus, and under similar headings in the other

documents, including our most recent annual report on Form 10-K, any subsequent quarterly reports on Form 10-Q or current report on Form

8-K we file after the date of this prospectus, that are incorporated by reference into this prospectus, as the same may be updated from time to

time by our future filings under the Exchange Act of 1934, as amended (the Exchange Act ). The occurrence of any of these risks might cause

you to lose all or part of your investment in the offered securities. Additional risks not presently known to us or that we currently believe are

immaterial may also significantly impair our business operations and financial condition.
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FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference contain forward-looking statements of Raptor within the meaning of Section 27A
of the Securities Act of 1933, as amended (the Securities Act ) and Section 21E of the Exchange Act. These statements involve known and
unknown risks, uncertainties and other important factors that may cause our actual results, performance or achievements to be materially

different from any future results, performances or achievements expressed or implied by the forward-looking statements. Forward-looking
statements may include statements relating to:

projections of our results of operations and financial condition and businesses;

anticipated development, regulatory submissions, regulatory approval and commercialization of our drug candidates;

the efficacy, safety and intended utilization of our drug candidates;

competition and consolidation in the markets in which we compete;

existing and future collaborations and partnerships;

our ability to comply with government regulations;

our ability to expand and protect our intellectual property portfolio;

anticipated future losses;

the conduct and results of our research, discovery and preclinical efforts and clinical trials; and

our plans regarding future research, discovery and preclinical efforts and clinical activities and collaborative, intellectual property

and regulatory activities.
Words such as anticipates, believes, forecast, potential, contemplates, expects, intends, plans, believes, seeks, estimates,

may, can and similar expressions identify forward-looking statements. These forward-looking statements are not guarantees of future

performance and are subject to risks and uncertainties that could cause actual results to differ materially from the results contemplated by the
forward-looking statements. Many of the important factors that will determine these results and values are beyond our ability to control or
predict. You are cautioned not to put undue reliance on any forward-looking statements. Except as otherwise required by law, we do not assume
any obligation to update any forward-looking statements. In evaluating an investment in our securities, you should carefully consider the
discussion of risks and uncertainties described under the heading Risk Factors contained in this prospectus and the applicable prospectus
supplement and any related free writing prospectus, and under similar headings in the other documents, including our most recent annual report
on Form 10-K and in our most recent quarterly report on Form 10-Q, as well as any amendments thereto reflected in subsequent filings with the
SEC. You should carefully read both this prospectus, the applicable prospectus supplement and any related free writing prospectus, together with
the information incorporated herein by reference as described under the heading Where You Can Find Additional Information, completely and
with the understanding that our actual future results may be materially different from what we expect.

10
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RESALE OFFERING

Issuer:

Selling Stockholders:

Securities offered by Selling Stockholders:

Use of Proceeds:

Trading of Warrants:

Risk Factors:

NASDAQ Ticker:

Raptor Pharmaceutical Corp.

Selling stockholders of the Company named in this
prospectus who purchased shares of common stock and
warrants to purchase shares of common stock of Raptor
Pharmaceuticals Corp., a Delaware corporation and our
wholly-owned subsidiary, in private placements in August
2009 and May and June 2008, which such shares of
common stock and warrants were subsequently exchanged
for shares of our common stock and warrants to purchase
shares of our common stock pursuant to the merger

described under the heading Raptor Pharmaceutical Corp.

5,557,865 shares of our common stock, which includes

1,764,226 issuable to the selling stockholders named in

this prospectus upon the exercise of warrants sold in the
private placements described above.

The selling stockholders will receive all net proceeds from
any resale of our common stock covered by this
prospectus. We will not receive any proceeds from any
such resale. Any proceeds we receive from the exercise of
warrants to purchase the shares included in the shares that
are being offered by the selling stockholders hereunder
will be used to continue the development of our product
candidates and to expand the development of our drug
pipeline and for general working capital. See Use of
Proceeds on page 5.

The common stock underlying the warrants sold in the
private placements described above is being registered for
resale hereunder. The warrants themselves have not been,
are not hereby being, and are not expected to be registered
under, the Securities Act. Currently, there is no public
market for the warrants, and we do not expect that any
such market will develop. The warrants will not be listed
on any securities exchange or included in any automated
quotation system.

See Risk Factors beginning on page 2 and other
information included in this prospectus for a discussion of
factors you should carefully consider before deciding to
invest in our common stock.

RPTPD

12
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USE OF PROCEEDS

All of our common stock covered by this prospectus is being sold by or for the account of the selling stockholders. We will receive no proceeds
from the sale from time to time of our common stock by the selling stockholders. However, this prospectus covers the offer of shares of common
stock issuable in the future upon the exercise of warrants to purchase up to an aggregate of 1,764,226 shares of our common stock, as described
below under the heading Selling Stockholders in this prospectus, at the following exercise prices: two-year warrants to purchase up to 299,563
shares of our common stock are exercisable at $3.86 per share; two-year warrants to purchase up to 869,114 shares of our common stock are
exercisable at $2.57 per share during the first year of issuance and $3.21 per share during the second year of issuance; five-year warrants to
purchase up to 465,816 and 129,733 shares of our common stock are exercisable at $2.36 and $1.50 per share, respectively, but contain a
cashless (net exercise) feature that allows the holders, under certain circumstances, to exercise such warrants without making any cash payment
to us. If all of these warrants are exercised in full for cash during the second year of the warrant term, we would receive aggregate gross
proceeds of approximately $5.2 million or $3.9 million excluding the warrants with the cashless (net exercise) feature. There can be no
assurance any of these warrants will be exercised by the selling stockholders at all or that those warrants containing a cashless (net exercise)
feature will be exercised for cash rather than pursuant to the cashless (net exercise) feature. We expect to use proceeds, if any, from exercise of
these warrants for general corporate purposes, including, without limitation, development of our product candidates and expansion of our drug
pipeline, capital expenditures, possible acquisitions, investments, and for any other corporate purposes that we may specify in any prospectus
supplement. We cannot assure that any selling stockholder will sell any or all of the shares of common stock registered pursuant to the
registration statement of which this prospectus is a part. The selling security holders will pay any brokerage commissions or similar charges
incurred for the sale of such shares of our common stock.

DETERMINATION OF OFFERING PRICE

The selling stockholders will determine at what price they may sell our common stock covered by this prospectus, and such sales may be made
at prevailing market prices, or at privately negotiated prices.

DILUTION

The common stock to be sold by the selling stockholders is common stock that is currently issued and outstanding or is issuable on exercise of
warrants that have already been issued. Accordingly, there will be no dilution to our existing stockholders from the sale of any of the shares
registered by this prospectus.

14
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SELLING STOCKHOLDERS

On September 29, 2009, we completed our business combination with Raptor Pharmaceuticals Corp. in accordance with the terms of that certain

Agreement and Plan of Merger and Reorganization, dated July 27, 2009, by and among us, ECP Acquisition, Inc. ( ECP ), our then-wholly-owned

subsidiary, and Raptor Pharmaceuticals Corp., pursuant to which ECP merged with and into Raptor Pharmaceuticals Corp., with Raptor

Pharmaceuticals Corp. continuing as the surviving corporation and a wholly-owned subsidiary of us. Immediately prior to the effective time of

such merger and in connection therewith, we effected a 1-for-17 reverse stock split of our common stock and changed our corporate name to
Raptor Pharmaceutical Corp.

During May and June 2008, prior to the merger described above, Raptor Pharmaceuticals Corp., issued an aggregate of 20,000,000 units of its
securities, each unit comprised of one share of its common stock and one warrant to purchase one half of one share of its common stock, at a
unit purchase price of $0.50 per unit, in a private placement with various accredited investors. The warrants, exercisable for two years from
closing of such private placement, as initially issued, entitled such investors to purchase up to an aggregate of 10,000,000 shares of Raptor
Pharmaceuticals Corp. s common stock at an exercise price of $0.75 per share during the first year and $0.90 per share during the second year. In
connection with this private placement, Raptor Pharmaceuticals Corp. issued placement agents warrants to purchase in the aggregate 2,100,000
shares of its common stock at an exercise price of $0.55 per share for a five year term and it paid to such placement agents cash fees totaling
$700,000. Such placement agent warrants contain a cashless (net exercise) feature that allows its holders, under certain circumstances, to
exercise such warrants without making any cash payment. Of the placement agents compensated, Limetree Capital was issued warrants to
purchase 1,882,650 shares of Raptor Pharmaceuticals Corp. s common stock and was paid cash commissions of $627,550. Erich Sager, one of
our board members, serves on the board of directors of Limetree Capital and is a founding partner thereof. In connection with this private
placement, Raptor Pharmaceuticals Corp. granted registration rights to the investors in the financing, pursuant to which it agreed to file a
registration statement with the SEC covering the resale of the common stock and all shares of common stock issuable upon the exercise of the
warrants no later than 60 days following the initial closing of such financing and agreed to use its commercially reasonable efforts to keep such
registration continuously effective, with certain exceptions, with respect to a given investor until the earlier of the following: (i) the second
anniversary of the closing date of such financing, (ii) the date all the purchased securities held by such investor in such financing may be sold
under Rule 144 during any 90-day period and (iii) such time as all of the purchased securities held by such investor have been publicly sold.
Pursuant to the terms of the purchase agreement governing such private placement, Raptor Pharmaceuticals Corp. may require an investor party
thereto to suspend the sales of the securities held by the investor pursuant to such purchase agreement and covered by a given prospectus upon
the occurrence of any event that makes any statement in such prospectus or the related registration statement of which it forms a part untrue in
any material respect or that requires the changing of statements in such documents in order to make statements in such documents not
misleading.

In July 2009, prior to the merger described above, Raptor Pharmaceuticals Corp. closed a warrant exchange offer with those investor-warrant
holders who were holders of the warrants to purchase its common stock issued in connection with its May and June 2008 private placement, as
described above, of the right to exchange such warrants and subscribe for new warrants to purchase shares of the Raptor Pharmaceuticals Corp. s
common stock at an exercise price of $0.30 per share (to the extent such new warrants were exercised (in whole or in part) on or before July 17,
2009). Pursuant to such warrant exchange, new warrants were exercised for an aggregate amount of 8,715,000 shares of Raptor Pharmaceuticals
Corp. s common stock which resulted in aggregate proceeds to Raptor Pharmaceuticals Corp. of $2,614,500.

In August 2009, prior to the merger described above, Raptor Pharmaceuticals Corp., issued an aggregate of 7,456,250 units of its securities, each
unit comprised of one share of its common stock and one warrant to purchase one half of one share of its common stock, at a unit purchase price
of $0.32 per unit, in a private placement with various accredited investors. The warrants, exercisable for two years from closing of such private
placement, as initially issued, entitled such investors to purchase up to an aggregate of 3,728,125 shares of Raptor Pharmaceuticals Corp. s
common stock at an exercise price of $0.60 per share during the first year and $0.75 per share during the second year. In connection with this
private placement, Raptor Pharmaceuticals Corp. issued Limetree Capital, the placement agent in such private placement, warrants to purchase
in the aggregate 556,500 shares of its common stock at an exercise price of $0.35 per share for a five year term and it paid to such placement
agent cash fees totaling $59,360. Such placement agent warrants contain a cashless (net exercise) feature that allows its holders, under certain
circumstances, to exercise such warrants without making any cash payment. In connection with this private placement, Raptor Pharmaceuticals
Corp. granted registration rights to the investors in the financing, pursuant to which it agreed to file a registration statement with the SEC
covering the resale of the common stock and all shares of common stock issuable upon the exercise of the warrants no later than 75 days
following the initial closing of such financing. Pursuant to the terms of the purchase agreement governing such private placement, Raptor
Pharmaceuticals Corp. may require an investor party thereto to suspend the sales of the securities held by the investor pursuant to such purchase
agreement and covered by a given prospectus upon the occurrence of any event that makes any statement in such prospectus or the related
registration statement of which it forms a part untrue in any material respect or that requires the changing of statements in such documents in
order to make statements in such documents not misleading.
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As a result of the merger and in accordance with the Agreement and Plan of Merger and Reorganization, (i) the 20,000,000 shares of Raptor
Pharmaceuticals Corp. s common stock issued in the 2008 private placement, the 8,715,000 shares of Raptor Pharmaceuticals Corp. s common
stock issued as a result of the warrant exchange, and the 7,456,250 shares of Raptor Pharmaceuticals Corp. s common stock issued in the 2009
private placement, were converted into the right to receive an aggregate of 8,432,364 shares of our common stock, (ii) the warrants issued in the
2008 private placement to investors to purchase 10,000,000 shares of Raptor Pharmaceuticals Corp. s common stock at exercise prices of $0.75
and $0.90 per share, depending on when exercised, which, after the warrant exchange, were reduced to warrants to purchase 1,285,000 shares of
Raptor Pharmaceuticals Corp. s common stock, and the warrants issued in the 2009 private placement to investors to purchase 3,728,125 shares
of Raptor Pharmaceuticals Corp. s common stock at exercise prices of $0.60 and $0.75 per share, depending on when exercised, were converted
into the right to receive warrants to purchase 299,563 shares of our common stock at exercise prices of $3.21 and $3.86 per share, depending on
when exercised, and warrants to purchase 869,114 shares of our common stock at exercise prices of $2.57 and $3.21 per share, depending on
when exercised, respectively, and (iii) the warrants issued in the 2008 private placement to such placement agents to purchase 2,100,000 shares
of Raptor Pharmaceuticals Corp. s common stock at an exercise price of $0.55 per share (after the exercise by a certain placement agent of a
warrant to purchase 101,850 shares of Raptor Pharmaceuticals Corp. s common stock but prior to the effective time of the merger), and the
warrants issued in the 2009 private placement to such placement agent to purchase 556,500 shares of Raptor Pharmaceuticals Corp. s common
stock at an exercise price of $0.35 per share, were converted into the right to receive warrants to purchase 465,816 shares of our common stock
at an exercise price of $2.36, 23,744 shares of our common stock, and warrants to purchase 129,733 shares of our common stock at an exercise
price of $1.50, respectively. Other than as described herein, none of the other provisions of such warrants were changed, including, with respect
to the placement agent warrants, the cashless (net exercise) feature.

We have included in this prospectus and related registration statement certain of the common stock (including common stock issuable upon
exercise of warrants) issued in the private placements described above to the selling stockholders. The term selling stockholder includes the
stockholders listed below and their transferees, pledgees, donees or other successors in interest selling shares received after the date of this
prospectus from a selling stockholder as a gift, pledge, partnership distribution or other non-sale related transfer. Information concerning the
selling stockholders may change after the date of this prospectus and changed information will be presented in a supplement to this prospectus if
and when required.

The following table sets forth to our knowledge as of October 6, 2009:

the name of each of the selling stockholders;

the number of shares of our common stock beneficially owned (as determined in accordance with the rules of the SEC) by each
selling stockholder prior to this offering;

the percentage (if one percent or more) of our common stock owned by each such selling stockholder prior to this offering;
the number of outstanding shares of our common stock being offered by each such selling stockholder pursuant to this prospectus;

the number of shares of our common stock issuable upon exercise by each such selling stockholder of the warrants being offered
pursuant to this prospectus;

the number of shares of our common stock beneficially owned (as determined in accordance with the rules of the SEC) by each such
selling stockholder upon completion of this offering; and

the percentage (if one percent or more) of common stock owned by each such selling stockholder upon completion of this offering.
The information in the table below was prepared based solely on information supplied to us by or on behalf of the selling stockholders, and we
have not independently verified such information. The aggregate number of shares of common stock in the columns Number of Outstanding
Shares Being Offered and Shares Issuable Upon Exercise of Warrants Being Offered represents the total shares of common stock that a selling
stockholder may offer under this prospectus. Each selling stockholder may offer and sell, from time to time, some, all or none of its shares
included in this prospectus. The number of shares in the column Shares of Common Stock Beneficially Owned After Offering assumes that the
selling stockholder sells all of the shares covered by this prospectus as we have assumed for purposes of such table that none of the shares
covered by this prospectus will be held by the selling stockholders after the completion of their resales.

We do not know how long the selling stockholder will hold such shares before selling them, and we currently have no agreements, arrangements
or understandings with the selling security holders regarding the sale of any of the shares. Because the selling stockholders may offer all or only
some portion of the 5,557,865 shares of common stock to be registered, no estimate can be given as to the amount or percentage of these shares
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of common stock that will be held by the selling stockholders upon termination of their resales. The selling stockholders may have sold or
transferred, in transactions exempt from the registration requirements of the
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Securities Act, some or all of such shares since the date on which the information in the table is presented. Information about the selling security
holders may change over time.

Except as noted in the footnotes to the table below, to our knowledge, none of the selling stockholders has held any position or office or had any
other material relationship with us or any of our predecessors or affiliates within the past three years other than as a result of the ownership of
our securities. We may amend or supplement this prospectus from time to time to update the disclosure set forth in it.

Name of Selling Shares of Shares Shares of
Stockholder and Common Issuable Common
Position, Office Stock Upon Stock
or Material Beneficially Exercise  Beneficially
Relationship Owned Number of of Owned
with Raptor Prior to Outstanding Warrants After
Pharmaceutical the Shares Being Being Offering
Corp. Offering (2) Offered Offered (1)
% %
#of of #of #of of
Shares Class # of Shares Shares Shares Class
Aran Asset
Management SA
3) 5,333,47427.3 3,024,776 734,339 1,574,359 84
VP Bank 349,685 lwmi
Switzerland Table of Conten

Pendrell Corporation
Condensed Consolidated Statements of Cash Flows (Continued)

(In thousands, except share data, unaudited)

Six months ended

June 30,

2011 2010
Supplemental disclosures of non-cash activities:
Issuance of Class A common shares for advisory services 250 250
Issuance of Class A common shares for stock-based
compensation 391 79
Issuance of Class A common shares for business
acquisition 8,430
Increase (decrease) in payable to affiliates (1,538) 426

(concluded)

The accompanying notes are an integral part of these condensed consolidated
financial statements.
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Pendrell Corporation
Notes to Condensed Consolidated Financial Statements
(unaudited)
1. Organization and Business

Overview These condensed consolidated financial statements include the
accounts of Pendrell Corporation (formerly ICO Global Communications
(Holdings) Limited) and its consolidated subsidiaries (collectively referred to
as Pendrell or Company ).

Since our inception in 2000, Pendrell has been a development stage
next-generation mobile satellite service ( MSS ) operator. Earlier this year, the
Company entered into agreements to divest both its domestic and

international satellite related assets. These divestiture transactions are

expected to be substantially completed before the end of 2011, with complete
closure in early 2012.

The Company has identified the intellectual property asset management

( IPAM ) business as an area for investment and growth. Specifically, the
Company completed its first investment in this area when it acquired Ovidian
Group, LLC ( Ovidian Group ) (see Note 2) on June 17, 2011. The Ovidian
Group is a global intellectual property business advisor firm that helps clients
create value, manage risk and invest strategically in intellectual and related
intangible business assets. Through this acquisition, the Company
transformed from a development stage company into a revenue-generating
business with a focus on the IPAM industry. As such, the Company is no
longer in the development stage.

Pendrell is actively seeking additional acquisition opportunities that leverage
its transactional expertise, financial resources, industry relationships and tax
assets.

Effective July 21, 2011, as an adjunct to the Company s exit from the satellite
communications business, the Company changed its name from ICO Global
Communications (Holdings) Limited to Pendrell Corporation. The new ticker
symbol for the Company is PCO, and the Company s Class A Common Stock
will continue to trade on the NASDAQ stock exchange.

Notwithstanding the decision to exit the satellite communications business,

the Company continues to own numerous satellite-related assets, including a
medium earth orbit ( MEO ) satellite ( F2 ), ten additional MEO satellites in
various stages of completion, related ground station equipment, and the right
to use certain C-band radio frequencies globally and S-band frequencies
outside of North America (collectively, MEO Assets ).

To implement its exit from the MSS business, the Company entered into two
transactions in 2011. On April 6, 2011, the Company agreed to sell to Jay &
Jayendra (Pty) Ltd, a South African corporation or its designated affiliate
(collectively, the J&J Group ) substantially all of its MEO Assets, including
the Company s trademarks and trade names. Closing of the sale of MEO
Assets to J&J Group is expected to occur following receipt of regulatory
approvals and the satisfaction of certain other conditions (see Note 10). On
March 15, 2011, the Company and DISH Network Corporation ( DISH
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Network ) signed a comprehensive implementation agreement

( Implementation Agreement ), pursuant to which the Company transferred
substantially all of its interest in DBSD North America, Inc. and its
subsidiaries (collectively referred to as DBSD ) to DISH Network for
approximately $325 million. In connection with the transfer of its interest in
DBSD, the Company also granted to DISH Network a contingent option to
acquire the MEO Assets if the J&J Group does not complete its purchase of
the MEO Assets ( DISH Option ), (see Note 11).

DBSD Chapter 11 Filing On May 15, 2009, DBSD filed for bankruptcy
protection under Chapter 11 of Title 11 of the United States Bankruptcy Code
( Chapter 11 Case ) in the United States Bankruptcy Court for the Southern
District of New York ( Bankruptcy Court ). Due to the Chapter 11 Case, the
Company does not have control or significant influence over the operating
decisions of DBSD, and is not expected to regain control or significant
influence over DBSD. Therefore, the Company deconsolidated DBSD from
its financial operating results effective May 15, 2009, and accounted for its
investment in DBSD as a cost method investment until disposition of its
interest in DBSD to DISH Network in March 2011. As a result of this
disposition, the Company no longer carries a cost method investment in
DBSD on its condensed consolidated balance sheet. See Notes 3 and 4 for a
discussion of the deconsolidation and the Company s December 31, 2010
accounting for its cost method investment in DBSD.

In February 2011, DBSD negotiated an investment agreement with DISH
Network, pursuant to which DISH Network conditionally agreed to invest
more than $1 billion into the reorganized DBSD in exchange for 100% of the
stock of the reorganized DBSD. DISH Network s offer was memorialized in
an amended and restated investment agreement that was approved by the
Bankruptcy Court on March 15, 2011 and which is referred to in this
document as the Amended Investment Agreement. On June 30, 2011, the
Bankruptcy Court approved DBSD s plan of reorganization which provides
for the stock of DBSD to be transferred to DISH Network (the DISH Plan ).
DBSD s ultimate emergence from bankruptcy proceedings pursuant to the
DISH Plan is subject to the Federal Communication Commission s approval
of DISH Network s acquisition of control of DBSD.
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2. Acquisition

On June 17, 2011, the Company acquired all of the membership interests of
Ovidian Group by (i) paying cash consideration of $6.0 million, (ii) issuing
3,000,000 shares of its Class A common stock that were valued based on the
closing stock price on June 17, 2011 of $2.81 per share, and (iii) agreeing to a
tax indemnification in an amount up to $500,000. Of the consideration paid
by the Company, $2.5 million of the cash consideration and 360,000 shares of
Class A common stock were distributed directly to the selling members of
Ovidian Group. The remaining $3.5 million of cash and 2,640,000 shares
were placed into escrow to be distributed over twelve (12) consecutive
quarters, subject to certain post-closing adjustments. A portion of the cash
and shares placed in escrow is subject to continued employment and will be
recognized as compensation expense in post combination financial
statements. The Company also granted the selling members stock options and
stock appreciation rights in connection with their employment effective

June 17, 2011. See Note 7 for details of stock awards. Acquisition-related
costs, including advisory, legal, accounting, valuation and other costs
associated with the acquisition of the Ovidian Group were not material to the
Company s financial statements.

A summary of the total purchase price assigned to the acquisition of Ovidian
Group is as follows (in thousands):

Cash $ 6,000
Stock 8,430
Amounts held in escrow related to

future employment (9,042)
Tax indemnification (present valued) 480
Purchase price 5,868
Less identifiable assets acquired 4,719)

Excess of purchase price over net
assets acquired, allocated to goodwill $ 1,149

The recognized amount of identifiable assets acquired is as follows (in
thousands):

Tangible assets acquired $ 177
Liabilities assumed (189)
Intangible assets 4,731
Fair value of net assets acquired $4,719

The estimated fair value (in thousands) of the intangible assets acquired and
their respective weighted average lives (in years) are as follows:

Estimated fair value
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Weighted
average
life
Customer relationships $ 2,195 6
Trade secrets 1,940 12
Trade name 596 indefinite

Total $ 4,731

These fair values were based on estimates as of the closing date of the
acquisition. The Company used the income approach to value the trade name
and customer relationships. These fair value measurements were based on
significant inputs not observable in the market and thus represent Level 3
measurements. Under the income approach, fair value is estimated based
upon the present value of cash flows that the applicable asset is expected to
generate. The valuations of the trade secrets were based on the cost to
recreate method. These fair value measurements were also based on
significant inputs not observable in the market and thus represent Level 3
measurement.The values of certain assets acquired are based on preliminary
valuations that are subject to adjustment as additional information on
management s estimates and assumptions are obtained and the valuations are
finalized. Future adjustments may modify the preliminary purchase
accounting in future quarters during the measurement period which is not to
exceed one year from the acquisition date.

As noted above, the Company also recognized $1.1 million in goodwill from
the acquisition. The goodwill primarily consists of the benefit of acquiring
expertise in the IPAM business as well as the benefit from gaining access to a
sizable professional community which can increase the Company s
effectiveness in attracting IPAM clients. The goodwill recognized is expected
to be deductible for income tax purposes.

The future compensation payments will be earned by present key employees
from the date of acquisition through July 1, 2014. The anticipated
compensation will be expensed at a rate of $754,000 per quarter beginning
with the quarter ended September 30, 2011, subject to certain forfeiture
provisions.
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For comparability purposes, the following table presents our unaudited pro
forma revenue and earnings (loss) for the three and six month periods ended
June 30, 2011 and 2010 had the Ovidian Group acquisition occurred on
January 1, 2010:

Three months ended Six months ended
June 30, June 30,
2011 2010 2011 2010
Revenue $ 1,107 $ 528 $ 2214 $ 1,091
Net income (loss) (2,343) 4,251) 298,961 (9,271)

3. Summary of Significant Accounting Policies

Interim Financial Statements The financial information included in the
accompanying condensed consolidated financial statements is unaudited and
includes all adjustments, consisting of normal recurring adjustments and
accruals, considered necessary for a fair presentation in accordance with
accounting principles generally accepted in the United States of America

( GAAP ). Certain information and footnote disclosures have been condensed
or omitted. The financial information as of December 31, 2010 is derived
from the Company s audited consolidated financial statements and notes
included in Item 8 in the Company s Annual Report on Form 10-K for the
fiscal year ended December 31, 2010 ( 2010 Form 10-K ), filed with the U.S.
Securities and Exchange Commission ( SEC ) on March 22, 2011. The
financial information included in this quarterly report should be read in
conjunction with management s discussion and analysis of financial condition
and results of operations and the consolidated financial statements and notes
included in the 2010 Form 10-K. Operating results and cash flows for the
interim periods presented are not necessarily indicative of the results that may
be expected for the fiscal year ending December 31, 2011 or any other

interim period.

Use of Estimates The preparation of financial statements requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. As of June 30, 2011,
significant estimates were used when accounting for goodwill and intangible
assets associated with the acquisition of Ovidian Group, income taxes,
contingencies, stock-based compensation awards and foreign currency
transactions. As of December 31, 2010, significant estimates were used when
accounting for the Company s investment in DBSD, income taxes,
contingencies, stock-based compensation awards and foreign currency
transactions. Actual results could differ from those estimates. Estimates are
evaluated on an ongoing basis.

Cash and Cash Equivalents Cash and cash equivalents are defined as
short-term, highly liquid investments with original maturities from the date of
purchase of 90 days or less. Cash and cash equivalents are comprised of the
following (in thousands):

June 30, December 31,
2011 2010

Cash $ 26,488 $ 15928
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Money market funds 294,027 4,843
$320,515 $ 20,771

As of June 30, 2011, cash and cash equivalents included in cash and money
market funds above reflect the receipt of approximately $315 million from
DISH Network pursuant to the terms of the Implementation Agreement as

well as remaining proceeds from the Company s rights offering completed on
March 9, 2010 ( Rights Offering ) under which it received gross proceeds of
approximately $30 million. The fair value of money market funds at June 30,
2011 and December 31, 2010 was classified as Level 1 under ASC 820, Fair
Value Measurements and Disclosures ( ASC 820 ), as amounts were based on
quoted prices available in active markets for identical investments as of the
reporting date.

Receivable from DISH Network Associated with Disposition of Assets On
March 15, 2011, the Company entered into an Implementation Agreement
with DISH Network, under which DISH Network agreed to pay the Company
approximately $325 million for its support of the DISH Plan, certain
spectrum priority rights, the delivery of any distributions to the Company
from DBSD, and the DISH Option (see Note 11). On March 21, 2011 and
April 26, 2011, the Company received payments from DISH Network of
approximately $35 million and $280 million, respectively, pursuant to the
Implementation Agreement. As of June 30, 2011, the Company has recorded
a receivable from DISH Network of $10 million associated with the
remaining amount due under the Implementation Agreement. The Company
will receive the final payment of $10 million from DISH Network at the
earlier of (i) five days after DBSD s emergence from its pending Chapter 11
bankruptcy proceeding, or (ii) five days after termination of the Amended
Investment Agreement.
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Prepaid Expenses and Other Current Assets As of June 30, 2011, prepaid
expenses and other current assets consist primarily of prepaid compensation
resulting from the acquisition of Ovidian Group (see Note 2), a receivable
due from J&J Group for reimbursement of ongoing operating expenses
related to the Company s MEO Assets (see Note 11), prepayments related to
rent and security deposits associated with certain of the Company s leased
facilities, prepaid satellite operating costs and prepaid director and officer s
insurance. As of December 31, 2010, prepaid expenses and other current
assets consist primarily of prepayments related to rent and security deposits
associated with certain of the Company s leased facilities, prepaid satellite
operating costs and prepaid director and officer s insurance.

Property in Service Property in service consists primarily of computer
equipment, software, furniture and fixtures and leasehold improvements.
Property in service is recorded at cost, net of accumulated depreciation, and is
depreciated using the straight-line method. Computer equipment and furniture
and fixtures are depreciated over their estimated useful lives ranging from
three to five years. Software is depreciated over the shorter of its contractual
license period or three years. Leasehold improvements are amortized over the
shorter of their estimated useful lives or the term of the respective lease.
Significant additions and improvements to property in service are capitalized.
Repair and maintenance costs are expensed as incurred.

Other Assets As of June 30, 2011 and December 31, 2010, other assets consist
primarily of long-term security deposits associated with the Company s leased
facilities.

Impairment of Long-Lived Assets Pursuant to ASC 360, Property, Plant and
Equipment, the carrying values of long-lived assets are reviewed whenever
events or changes in circumstances indicate that their carrying value may not
be recoverable. Management considers whether specific events have occurred
in determining whether long-lived assets are impaired at each balance sheet
date or whenever events or changes in circumstances indicate that the
carrying value of an asset may not be recoverable. The determination of
whether impairment exists is based on any excess of the carrying value over
the expected future cash flows. Any resulting impairment charge is measured
based on the difference between the carrying value of the asset and its fair
value, as estimated using undiscounted future cash flows expected to be
generated by the assets. No impairment of long-lived assets was determined
as a result of the Company s analysis as of June 30, 2011.

Investment in DBSD Under ASC 810, consolidation of a majority-owned
subsidiary is precluded when control, either directly or indirectly, does not
rest with the majority voting interest of an entity. Bankruptcy represents a
condition which can preclude consolidation or equity method accounting as
control rests with the Bankruptcy Court, rather than the majority owner. As
described in Note 1, DBSD filed for bankruptcy protection on May 15, 2009.
Accordingly, the Company deconsolidated DBSD as of that date, and
excludes the results of DBSD s operations from the Company s operations
beginning May 15, 2009. As the Company was not expected to maintain its
majority ownership interest in DBSD under any plan of reorganization, nor
was the Company expected to regain significant influence or control of
DBSD under any plan of reorganization, the Company was accounting for its
remaining investment in DBSD as a cost method investment, and determined
the fair value of its investment in DBSD based on the guidance in ASC 820.
See Note 4 for further discussion regarding the deconsolidation of DBSD,
including calculation of the resulting gain upon deconsolidation.



Table of Contents

Edgar Filing: Raptor Pharmaceutical Corp - Form S-3

On March 21, 2011, the Company sold substantially all of its interest in
DBSD, as well as a contingent interest in the Company s MEO assets, to
DISH Network in exchange for approximately $325 million. Accordingly, the
Company no longer carries a cost method investment in DBSD on its
condensed consolidated balance sheet.

Business Combinations and Intangible Assets Including Goodwill The
Company accounts for business combinations using the acquisition method
and, accordingly, the identifiable assets acquired and liabilities assumed are
recorded at their acquisition date fair values. Goodwill is calculated as the
excess of the purchase price over the fair value of net assets, including the
amount assigned to identifiable intangible assets. Acquisition-related costs,
including advisory, legal, accounting, valuation and other costs, are expensed
in the periods in which the costs are incurred. The results of operations of
acquired businesses are included in the consolidated financial statements
from the acquisition date. See Note 2.

Valuation of Goodwill and Intangible Assets The Company evaluates
goodwill and indefinite-lived intangible assets at least annually to determine
whether there has been an impairment of the value of these assets and
evaluates impairment whenever events or changes in circumstances indicate
that the carrying amount of the Company s assets might not be recoverable.
The Company amortizes definite-lived intangible assets over their expected
useful lives, and when events or circumstances indicate that the varying
amount of a long-lived asset or asset group may not be recoverable, the
Company performs a test to determine whether the carrying amount of the
asset or asset group tested is not recoverable and its carrying amount exceeds
its fair value. Any impairment losses relating to goodwill or other intangible
assets are recognized in the condensed consolidated statement of operations.
See Note 2.

Fair Value of Financial Instruments As of June 30, 2011, the Company s
financial instruments include its cash and cash equivalents, receivable from
DISH Network associated with disposition of assets, accounts payable and
certain other assets and liabilities. As of December 31, 2010, the Company s
financial instruments include its cash and cash equivalents, investment in
DBSD, accounts payable and certain other assets and liabilities. The
Company determines the fair value of its financial instruments based on the
hierarchy established by ASC 820. Refer to Note 4 for a discussion regarding
the fair value of the Company s investment in DBSD as of December 31,
2010. The carrying amounts of the Company s other financial instruments are
reasonable estimates of their fair values because they are equivalent to cash
or due to their short-term nature.
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Accumulated Other Comprehensive Loss As of June 30, 2011 and
December 31, 2010, the Company s accumulated other comprehensive loss
consisted of cumulative translation adjustments of $15.2 million and $13.1
million, respectively.

Revenue Recognition Revenue consists primarily of fees paid for consulting
services. Revenue is recognized and billed when the Company s professionals
deliver consulting services. In general, the Company recognizes revenue
related to its consulting services when (i) persuasive evidence of an
arrangement exists, (ii) delivery has occurred or services have been rendered
to the customer, (iii) the fee is fixed or determinable, and (iv) collectability is
reasonably assured.

Contract Settlements With respect to disputed contracts, the Company
continues to record expenses according to its contractual obligation until such
contract is terminated. Upon termination, and prior to settlement, the
Company continues to accrue estimated late payment fees and interest
expense, as applicable. Upon reaching settlement, whereby the other party s
claims are legally released, the Company extinguishes its recorded liability,
resulting in the recognition of a gain or loss on contract settlement.

Stock-Based Compensation The Company records stock-based compensation
in accordance with ASC 718, Compensation Stock Compensation ( ASC 718 ).
ASC 718 requires measurement of all share-based payment awards based on

the estimated fair value on the date of grant and the recognition of

compensation cost over the requisite service period for awards expected to

vest.

The Company records stock-based compensation on stock options, stock
appreciation rights and restricted stock awards issued to employees, directors
and consultants. The fair value of stock options and stock appreciation rights
is estimated on the date of grant using the Black-Scholes option pricing
model ( Black-Scholes Model ) based on the single option award approach.
The fair value of restricted stock awards is determined based on the number
of shares granted and the quoted market price of the Company s Class A
common stock on the date of grant. The fair value of stock options is
amortized to expense on a straight-line basis over the requisite service periods
of the awards, which is generally the vesting period. The fair value of stock
appreciation rights and restricted stock awards with performance conditions
deemed probable of being achieved and cliff vesting is amortized to expense
over the requisite service period using the straight-line method of expense
recognition. The fair value of restricted stock awards with performance
conditions deemed probable of being achieved and graded vesting is
amortized to expense over the requisite service period using the accelerated
method of expense recognition. The fair value of share-based payment
awards as determined by the Black-Scholes Model is affected by the
Company s stock price as well as other assumptions. These assumptions
include, but are not limited to, the expected stock price volatility over the
term of the awards and actual and projected employee stock option exercise
behaviors. ASC 718 requires forfeitures to be estimated at the date of grant
and revised, if necessary, in subsequent periods if actual forfeitures differ
from those estimates.

Foreign Currency Translation and Foreign Currency Transactions The
reporting currency for the Company s operations is U.S. dollars. The
Company translates the activities of its subsidiaries with functional currencies
other than the U.S. dollar at the average exchange rate prevailing during the
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period. Assets and liabilities denominated in foreign currencies are translated
at the exchange rates prevailing at the balance sheet date. Translation
adjustments resulting from these processes are recognized as a component of
accumulated other comprehensive income (loss). The Company recognizes
applicable cumulative translation adjustments as a component of other
operating income (loss) in the period in which a subsidiary is substantially
liquidated. For the three and six months ended June 30, 2011 and 2010, there
were no gains or losses resulting from the liquidation of subsidiaries.

Gains and losses on foreign currency transactions are recognized as a
component of other income (expense) in the condensed consolidated
statements of operations in the period in which they occur. For the three and
six months ended June 30, 2011 and 2010, gains (losses) on intercompany
foreign currency transactions of $1.1 million and $4.5 million and $(5.0
million) and $(5.4) million, respectively, have been excluded from net loss
and reported as a component of accumulated other comprehensive loss due to
their long-term investment nature.

Income (Loss) Per Share Basic income (loss) per share is calculated based on
the weighted average number of common shares outstanding during the
period. Diluted income (loss) per share is calculated by dividing loss
allocable to common shareholders by the weighted average common shares
outstanding plus dilutive potential common stock. Dilutive potential common
stock includes unvested restricted stock awards, stock options, stock
appreciation rights, and warrants, the dilutive effect of which is calculated
using the treasury stock method. Prior to the satisfaction of vesting
conditions, unvested restricted stock awards are considered contingently
issuable consistent with ASC 260, Earnings per Share, and are excluded from
weighted average common shares outstanding.

10
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The following table sets forth the computation of basic and diluted income
(loss) per share (in thousands, except share and per share data):

Three months ended Six months ended
June 30, June 30,
2011 2010 2011 2010
Net income
(loss) $ (2,218) $ (3,803) $ 298,975 $ (8,448)
Weighted
average
common
shares

outstanding 254,522,993 253,510,754 254,158,135 236,858,063
Less:

weighted

average

unvested

restricted

stock (2,000,000) (2,091,272) (1,915,091) (1,601,233)

Shares used

for

computation

of basic

income

(loss) per

share 252,522,993 251,419,482 252,243,044 235,256,830
Add back:

weighted

average

unvested

restricted

stock awards 1,915,091
Add back:

dilutive

stock options

and stock

appreciation

rights 2,001,715

Shares used

for

computation

of diluted

income

(loss) per

share(1) 252,522,993 251,419,482 256,159,850 235,256,830

Basic and

diluted

income

(loss) per

share $ 0.01) $ 0.02) $ 1.19 § (0.04)
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Basic and

diluted

income

(loss) per

share $ 0.01) $ 0.02) $ 1.17  $ (0.04)

(1) The effect of certain stock options, stock appreciation rights and warrants
were anti-dilutive, and they were not included in the calculation of diluted
income (loss) per share. As of June 30, 2011 and 2010, anti-dilutive stock
options, stock appreciation rights and warrants totaled 15,476,610 and
18,473,558, respectively.

New Accounting Pronouncements In May 2011, the Financial Accounting

Standards Board ( FASB ) issued Update No. 2011-05, Comprehensive

Income ( Update No. 2011-05 ). Update No. 2011-05 requires in the

presentation on the face of the financial statements reclassification

adjustments for items that are reclassified from other comprehensive income
to net income in the statements where the components of net income and the
components of other comprehensive income are presented. Update

No. 2011-05 is to be applied retrospectively and is effective for fiscal years,

and interim periods within those years, beginning after December 15,

2011. Early adoption is permitted. The adoption of this statement is not

expected to have a material impact on the Company s financial position,

results of operations or cash flows.

4. Investment in DBSD

In March 2011, the Company reached an agreement with DISH Network
whereby the Company agreed to sell its equity interest in DBSD together
with certain other assets, and enter into various agreements with DISH
Network in exchange for the payment of approximately $325 million (see
Note 11). On March 21, 2011 and April 26, 2011, the Company received
proceeds of approximately $35 million and $280 million, respectively, from
DISH Network pursuant to the terms of the Implementation Agreement
between the parties, and the Company expects to receive the remaining $10
million from DISH Network upon DBSD s emergence from its pending
Chapter 11 bankruptcy proceeding. As a result of these events, the Company
no longer carries a cost method investment in DBSD on its condensed
consolidated balance sheet.

When valuing its investment in DBSD prior to the DISH Network
transaction, the Company deployed a spectrum transaction analysis, which
was based upon the value of relevant spectrum auctions and transactions and
evaluated the range of transaction prices/MHz POP paid in recent spectrum
auctions and transactions. This provided a range of fair values for DBSD s
spectrum asset, which was considered against the range of potential amounts
to be paid to DBSD s creditors. Additionally, the Company considered its
negotiations with third parties interested in obtaining the Company s equity
interest in DBSD. As the estimated value of the consideration the Company
expected to receive from DISH Network for its equity interest in DBSD was
within the range of fair values indicated by the spectrum analysis, the
estimated fair value of the Company s investment in DBSD as of
December 31, 2010 was ultimately determined to be $290 million. As the
Company s determination of the fair value of its investment in DBSD at
December 31, 2010 was based primarily on observable inputs, this
investment was classified as Level 2 under ASC 820.

5. Gateway Agreements and Contract Settlements
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As part of the ground infrastructure for its MEO satellite system, the

Company established gateway sites in eleven countries throughout the world.
Prior to 2000, the Company entered into agreements with certain vendors

( Gateway Operators ) that owned and operated ten of the Company s eleven
gateway sites. One gateway site is owned by the Company. All of the
agreements provided for varying levels of support required to operate the
gateway sites ( Gateway Operating Agreements ). Additionally, certain of the
agreements required the repayment of certain up-front infrastructure costs
incurred on the Company s behalf ( Gateway Infrastructure Agreements ) that
represent capital leases payable with initial interest rates ranging from 8.5%

to 20%.
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Over the past several years, the Company has suspended further construction
on its MEO satellite system which has increased the likelihood that many of
these gateway sites will not be utilized. As a result, nine of the ten Gateway
Operators have terminated their Gateway Operating Agreements with the
Company and discontinued the provision of services. Certain of the
terminated agreements were settled in exchange for nominal consideration,
including cash and the transfer of certain gateway assets. Certain of the
terminated agreements have not been settled.

Subsequent to the date of termination of the Gateway Operating Agreements,
the Company has continued to accrue estimated late payment fees, if
applicable, and the interest expense on the capital leases in effect pursuant to
the Gateway Infrastructure Agreements. Upon reaching settlement with any
Gateway Operator that includes the legal release of the Gateway Operator s
claims, the Company writes off the liability, resulting in the recognition of a
gain on contract settlement.

In March 2011, the Company agreed to purchase a claim held by Deutsche
Telekom AG ( DT ), its German Gateway Operator. Accordingly, the
Company reduced its estimated gateway liability by approximately $4.7
million as of March 31, 2011, and recorded a gain associated with contract
settlement of $4.7 million in its condensed consolidated statement of
operations during the first quarter of 2011. Refer to Note 6 for further
discussion of the agreement with DT.

The Company does not anticipate its gateway obligations to require
significant cash payments during the next twelve months; however, the
holders of these obligations could pursue collection actions against one or
more of the Company s consolidated subsidiaries.

The following table sets forth a summary of the transactions with the
Company s various Gateway Operators (in thousands):

Three months ended Six months ended
June 30, June 30,
2011 2010 2011 2010

Total gateway liability,

beginning of period $47340 $60,193 $50,448 $58,465
Expense recognized

under Gateway

Operating Agreements 111 341 379 684
Interest expense related

to Gateway

Infrastructure

Agreements 1,146 1,060 2,212 2,119
Payments made to

Gateway Operators (71) (168) (146) (381)
Gain associated with

Gateway contract

settlement 4,735)
Purchase of DT claim
by Company (750) (750)

Effect of changes in
foreign currency
exchange rates 685 (1,341) 1,053 (802)
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Total gateway liability,
end of period $48,461 $60,085 $48461 $60,085

The following table summarizes the Company s total gateway liability with its
Gateway Operators and is included in the following line items on the
condensed consolidated balance sheets (in thousands):

June 30, December 31,

2011 2010
Accrued expenses $ 6,492 $ 11,741
Accrued interest 26,707 23,759
Capital lease obligations 15,262 14,948
Total gateway liability $ 48,461 $ 50,448

6. Commitments and Contingencies

Satellite System Operating Commitments The Company has an agreement
with Intelsat, Ltd. ( Intelsat ) to provide satellite operational services to support
the telemetry, tracking and control ( TT&C ) system of F2. Under this
agreement, the Company is obligated to pay Intelsat a recurring, monthly fee
associated with TT&C and other satellite support services. In addition to this
agreement, the Company has commitments for operational services related to
its MEO satellite system. As of June 30, 2011, the Company had satellite
system operating commitments of approximately $2.2 million related to its
MEQO satellite system, of which $1.8 million is payable in 2011 and $360,000
is payable in 2012. J&J Group has agreed to reimburse the Company for
these expenses, as well as other expenses directly related to the Company s
MEO Assets that are incurred from and after January 14, 2011 (see Note 11).

Lease and Operating Commitments Under the Gateway Infrastructure
Agreements, the Company is required to repay certain up-front capital asset
costs incurred by the Gateway Operators in establishing the initial
infrastructure for the gateways. The Company continues to have lease
commitments under certain of these Gateway Infrastructure Agreements (see
Note 5), but the Company is not fulfilling these commitments.

12
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The Company leases office space, a storage facility for its incomplete and
unlaunched MEO satellites and certain support equipment under rental
agreements accounted for as operating leases. Total rental expense (benefit)
under operating leases for the three and six months ended June 30, 2011 and
2010 was approximately $(76,000) and $87,000 and $174,000 and $353,000,
respectively, and is included in general and administrative expenses on the
Company s condensed consolidated statements of operations. Rental expense
under operating leases is reflected net of related party expenses allocated
between the Company and DBSD and net of J&J Group s contractual
reimbursement obligation, with retroactive effect to January 14, 2011.

Litigation In the opinion of management, except for those matters described
below and elsewhere in this quarterly report, to the extent so described,
litigation, contingent liabilities and claims against the Company in the normal
course of business are not expected to involve any judgments or settlements
that would be materially adverse to the Company s financial condition, results
of operations or cash flows.

BSSI Litigation In February 2009, after more than four years of litigation, the
Company obtained a judgment against Boeing Satellite Systems International,
Inc. ( BSSI ) and The Boeing Company ( Boeing ) for approximately $603.2
million, consisting of $370.6 million of compensatory damages against BSSI
and Boeing for breach of contract, fraud, negligent misrepresentation and
tortious interference with contract; $29.6 million against BSSI for punitive
damages; $177.0 million against Boeing for punitive damages; and $26.0
million in pre-judgment interest. Beginning January 2, 2009, post-judgment
interest began to accrue on the full judgment amount at the rate of 10% per
annum (simple interest).

On March 6, 2009, BSSI and Boeing appealed the trial court judgment to the
California Court of Appeals. In order to stay enforcement of the judgment,
Boeing posted a bond in the approximate amount of $904.0 million. In
response, the Company cross-appealed the trial court s decision to overturn
the jury s award of additional compensatory and punitive damages on its
satellite pricing fraud claim against BSSI. Scheduled briefing was completed
in late 2010, with answers to the court s supplemental inquiries submitted on
July 11, 2011. Oral argument is scheduled for September 27, 2011. A written
decision is expected to be issued by the appellate court within 90 days
following oral argument. The Company cannot predict the outcome of the
appeal process.

Through June 30, 2011, the Company has incurred costs of approximately
$20.7 million to prosecute and defend the BSSI Litigation, and will incur
additional consulting and legal fees to complete the appeal process. If and
when the trial court judgment is affirmed and non-appealable, the Company
will be obligated to pay its trial lawyers an additional fee equal to 3% of any
recovery up to $250.0 million, and 5% of any recovery in excess of $250.0
million, less certain costs and fees advanced to them by the Company during
the course of the BSSI Litigation.

Sprint Broadcast Auxiliary Service ( BAS ) Relocation Claim On
December 13, 2010, Sprint filed a lawsuit against the Company in federal
court in the Eastern District of Virginia ( Sprint Lawsuit ) to recover
approximately $104 million of alleged costs incurred by Sprint to relocate
users from a portion of the S-band ( Spectrum Clearing Costs ). The Sprint
Lawsuit is the outgrowth of Sprint s extensive lobbying to the Federal
Communications Commission ( FCC ) during the summer of 2010, when
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Sprint sought to obtain from the FCC a proclamation that the Company is
obligated to reimburse Sprint for DBSD s share of Spectrum Clearing Costs.
The FCC declined to issue such a proclamation, but instead issued an order
and declaratory ruling ( BAS Relocation Ruling ) on September 29, 2010, in
which the FCC described circumstances under which affiliates of an FCC
licensee may be liable for Spectrum Clearing Costs. On October 12, 2010, the
Company appealed the BAS Relocation Ruling to the federal district court in
Washington, D.C., but Sprint nonetheless filed the Sprint Lawsuit against the
Company, premised on the argument that the BAS Relocation Ruling renders
Pendrell responsible for DBSD s share of Spectrum Clearing Costs.

On February 3, 2011, the Company filed a motion to stay the Sprint Lawsuit
pending resolution of its appeal of the BAS Relocation Ruling. On

February 11, 2011, the court granted the Company s motion, which will
suspend the Sprint Lawsuit until the Company s appeal of the BAS Relocation
Ruling is resolved by the federal district court in Washington, D.C.
Meanwhile, in March 2011, the Company entered into the Implementation
Agreement with DISH Network, under which DISH Network agreed to
indemnify the Company from all claims against and expenses incurred in
connection with Sprint s pursuit of Spectrum Clearing Costs ( BAS
Indemnity ). In light of the BAS Indemnity, the Company does not anticipate
significant additional costs or damages from the Sprint Lawsuit. Rather, the
Company will cooperate with DISH Network to determine whether to
continue to challenge the BAS Relocation Ruling and the Sprint Lawsuit. We
cannot predict the outcome of our appeal of the BAS Relocation Ruling or the
outcome of the Sprint Lawsuit.

Dismissal of involuntary bankruptcy proceedings against IHB THB is the
Company s indirect Netherlands subsidiary that was primarily responsible for
coordinating and facilitating its MEO gateway development. IHB procured
funding for its gateway subsidiaries, and coordinated such subsidiaries
development of their respective gateways. In the development process, [HB
and its subsidiaries incurred significant obligations to Gateway Operators,
including DT. In March 2011, the Company agreed to purchase DT s claim
against IHB. Following the purchase of DT s claim in April 2011, the
Company voluntarily dismissed the involuntary bankruptcy petition
previously filed by DT against IHB in the Netherland courts.
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7. Stockholders Equity (Deficiency) in Assets

Stock-Based Compensation The Company records stock-based compensation
on stock options, stock appreciation rights and restricted stock awards issued
to employees, directors and consultants in accordance with ASC 718, which
requires measurement of all share-based payment awards based on the
estimated fair value on the date of grant, and recognition of compensation

cost over the requisite service period for awards expected to vest. The
Company estimates its forfeiture rate for stock options, stock appreciation
rights and restricted stock awards based on the Company s historical rate of
forfeitures due to terminations and expectations for forfeitures in the future.

For the three and six months ended June 30, 2011 and 2010, the Company
recognized non-cash stock-based compensation expense of $517,000 and
$2.3 million and $769,000 and $1.1 million, respectively. Stock-based
compensation expense is included in general and administrative expenses on
the Company s condensed consolidated statements of operations.

Stock Options and Stock Appreciation Rights The Company has granted
stock options and stock appreciation rights to employees, directors and
consultants in connection with their service to the Company and DBSD. For
the three and six months ended June 30, 2011 and 2010, the Company
recognized non-cash stock-based compensation expense of $325,000 and
$1.9 million and $654,000 and $924,000, respectively, related to its stock
options and stock appreciation rights.

The weighted average fair value of stock options and stock appreciation
rights granted during the six months ended June 30, 2011 and 2010 was
estimated using the Black-Scholes Model with the following assumptions:

Six months ended

June 30,

2011 2010
Weighted average expected
volatility 113% 121%
Weighted average risk-free interest
rate 2.3% 3.1%
Expected dividend yield 0% 0%
Weighted average expected term in
years 6.3 6.3
Weighted average estimated fair
value per option granted $2.21 $1.05

The expected volatility is based upon the Company s historical stock price
volatility, which the Company believes is a reasonable indicator of expected
volatility. The risk-free interest rate is based upon U.S. Treasury bond interest
rates appropriate for the term of the Company s employee stock options and
stock appreciation rights. The expected dividend yield is based on the
Company s history and expectation of dividend payments. The expected term
has been estimated using the simplified method as described in ASC 718
which permit entities, under certain circumstances, to continue to use the
simplified method in developing estimates of the expected term of
plain-vanilla share options and stock appreciation rights beyond
December 31, 2007. The Company has not had sufficient exercises of its
stock options or stock appreciation rights to provide a reasonable basis upon
which to estimate the expected term of its stock options.
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In February 2010, the Company granted Benjamin G. Wolff, its Chief
Executive Officer and President, options to purchase 2,000,000 shares of its
Class A common stock in connection with Mr. Wolff s appointment as the
Company s Chief Executive Officer.

In March 2011, the Company granted R. Gerard Salemme options to purchase
400,000 shares of its Class A common stock in connection with
Mr. Salemme s appointment as Chief Strategy Officer of the Company.

In June 2011, the Company granted options to certain employees of Ovidian
Group to purchase 2,050,000 shares of its Class A common stock in
connection with the acquisition of Ovidian Group. The Company granted to
those same employees 2,000,000 stock appreciation rights, which will be
triggered if and when the Company meets certain performance objectives.

14
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The Company s stock option activity for the six months ended June 30, 2011
is summarized as follows:

Weighted
Number of average
options exercise price
Outstanding December 31,

2010 14,704,073 $ 3.68
Granted 4,450,000 $ 5.06
Exercised (122,500) $ 1.08
Forfeited (2,184,073) $ 547
Outstanding June 30, 2011 16,847,500 $ 3.83
Exercisable June 30, 2011 9,177,625 $ 4.03
Vested and expected to

vest June 30, 2011 19,252,077 $ 4.35

Restricted Stock Awards The Company has granted restricted stock awards to
employees and consultants in connection with their service to the Company
and DBSD. For the three and six months ended June 30, 2011 and 2010, the
Company recognized non-cash stock-based compensation expense of
$192,000 and $378,000 and $115,000 and $172,000, respectively, related to
its restricted stock awards.

In the fourth quarter of 2007, the Company granted 580,000 shares of
restricted Class A common stock to certain employees and consultants. The
restricted stock awards contain performance and service conditions to
encourage the attainment of key performance targets and retention of
employees and consultants. Individual employees and consultants have
different amounts of restricted stock awards allocated to the various
performance conditions dependent on their responsibilities. The portion of
restricted stock awards allocated to a particular performance condition vest
50% when that condition is achieved. After the performance condition is
achieved, 25% of shares allocated to that condition vest one year after the
performance condition is achieved and the remaining 25% of shares allocated
to that condition vest two years after the performance condition is achieved.
The total compensation cost associated with these restricted stock awards has
been charged to expense over the requisite service periods. These restricted
stock awards are fully vested and a total of 516,829 shares have vested upon
satisfaction of the respective performance and service conditions.

In February 2010, the Company granted 2,000,000 shares of its restricted
Class A common stock to Mr. Wolff, of which 50% will vest based upon
achievement of certain performance objectives established by the Company s
Compensation Committee (25% in connection with resolution of the BSSI
Litigation and 25% in connection with securing financing or consummating a
transaction that enables the Company to use some or all of its net operating
loss carry forwards ( NOLs )), subject to an affirmative determination by the
Board of Directors that the objectives have been met. These
performance-based restricted stock awards had a fair value on the date of
grant of $1.2 million. Compensation expense associated with these stock
awards is charged to expense over the longest requisite service period upon
determination of the probability of the conditions being met. The remaining
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50% of the restricted shares are service-based awards and lapse in four equal
annual installments. These service-based restricted stock awards had a fair
value on the date of grant of $1.2 million and the compensation expense
associated with these stock awards is being charged to expense over the
requisite service period ending January 1, 2014. As of June 30, 2011, 250,000
shares of the service-based awards had vested.

In March 2011, the Company granted 250,000 shares of its restricted Class A
common stock to Mr. Salemme in connection with his appointment as Chief
Strategy Officer of the Company. These restricted stock awards had a grant
date fair value of $483,000 and are being charged to expense over the
requisite service period ending March 4, 2015.

The Company s restricted stock award activity for the three months ended
June 30, 2011 is summarized as follows:

Number of  Weighted
restricted average
stock awards fair value

Unvested December 31, 2010 2,008,768 $ 1.17

Granted 250,000 $ 1.93
Vested (258,768) $ 1.27
Unvested June 30, 2011 2,000,000 $ 1.26

Tax Benefits Preservation Plan In connection with the adoption of the Tax
Benefits Preservation Plan ( Tax Benefits Plan ) as discussed in Note 8, the
Board of Directors authorized and declared a dividend of one Class A Right
for each outstanding share of its Class A common stock and one Class B
Right for each outstanding share of its Class B common stock outstanding at
the close of
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business on February 8, 2010, the record date (collectively referred to herein

as Rights ). Upon the occurrence of certain events, each Class A Right entitles

the registered holder to purchase from the Company one one-thousandth of a
share ( Unit ) of its Series A Junior Participating Preferred Stock, par value
$0.01 per share ( Series A Preferred ) and each Class B Right entitles the
registered holder to purchase from the Company one Unit of its Series B
Junior Participating Preferred Stock, par value $0.01 per share ( Series B
Preferred ) in each case at a purchase price of $12.40 per Unit, subject to
adjustment. The Rights will not be exercisable until the earlier of (i) ten
business days after a public announcement that a person or group (an

Acquiring Person ) has acquired beneficial ownership of 4.9% or more of the
Company s then-outstanding securities without the approval of the Board of
Directors (or such earlier date as the Board of Directors determines that a
person or group has become an Acquiring Person) and (ii) ten business days
after the commencement of a tender or exchange offer by a person or group
for 4.9% of the Company s securities (or such later date as determined by the
Board of Directors). The Rights will expire on the earliest of: (i) January 29,
2020, (ii) the time at which the Rights are redeemed or exchanged pursuant to
the Tax Benefits Plan, or (iii) the repeal of Section 382 of the Internal
Revenue Code ( Section 382 ) or any successor statute if the Board of
Directors determines that the Tax Benefits Plan is no longer necessary for the
preservation of certain tax benefits, including NOLs. After any person
becomes an Acquiring Person, subject to terms and conditions of the Tax
Benefits Plan, each holder of a Right, other than Rights beneficially owned
by the Acquiring Person, will have the right to receive upon exercise of a
Right and payment of the purchase price, that number of Units of Series A
Preferred or shares of Class A common stock or Units of Series B Preferred
or shares of Class B common stock, or cash, property, or other securities of
the Company, subject to discretion by the Board of Directors, having a
market value of two times the purchase price.

The exercise of the Rights was deemed not probable and no liability was
provided for at the filing date of these financial statements.

8. Income Taxes

As discussed in Note 1 and Note 4, on May 15, 2009, the Company ceased to
have control of DBSD and accordingly, the Company deconsolidated DBSD
as of that date. Under ASC 810, when control of a subsidiary is lost, the
parent derecognizes all of the assets and liabilities of the subsidiary, including
deferred tax assets and liabilities. For U.S. federal tax purposes, however, the
Company and DBSD will continue to be treated as an affiliated group of
companies subject to consolidation until a plan of reorganization has been
consummated.

As a result of the agreements the Company entered into with DISH Network
on March 15, 2011 (see Note 11), the Company has recognized a gain on the
disposition of its DBSD interest. The Company believes that all, or
substantially all, of the gain or income resulting from the payments from
DISH Network will be offset by its NOLs, resulting in little, if any, income
tax liability.

The Company has considered all available evidence, both positive and
negative, and ongoing prudent and feasible tax planning strategies to
determine that, based on the weight of that evidence, a valuation allowance is
needed to reduce the value of deferred tax assets to an amount that is more
likely than not to be realized. The income tax benefit for the three and six
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months ended June 30, 2011 and 2010 is primarily due to expiration of the
statute of limitations associated with previously recorded uncertain tax
positions, including interest and penalties.

No deferred U.S. federal income taxes have been provided for the basis
difference in the Company s foreign subsidiaries. The Company no longer
elects to reinvest its foreign earnings indefinitely, but it is not practical to
determine the amount of the additional tax that may be payable in the event
earnings, if any, are repatriated.

Tax Benefits Preservation Plan Effective January 29, 2010, the Board of
Directors adopted the Tax Benefits Plan. The Tax Benefits Plan is designed to
avoid an ownership change, and to thereby preserve for the Company and its
stockholders the value of the NOLs. In connection with the Tax Benefits

Plan, a dividend of Class A Rights and Class B Rights, described more fully
below, was payable to the Company s stockholders of record at the close of
business on February 8, 2010.

The Board of Directors adopted the Tax Benefits Plan in an effort to help the
Company preserve its ability to utilize fully its NOLs, to preserve potential
future NOLs, and to thereby reduce potential future federal income tax
obligations. As of June 30, 2011, the Company has existing NOLs of
approximately $10 million. The Company will generate substantially larger
NOLs when the Company completes the sale, or otherwise disposes, of its
MEQO satellite assets. Under the Internal Revenue Code and related Treasury
Regulations, the Company may carry forward these NOLs in certain
circumstances to offset current and future income and thus reduce its federal
income tax liability, subject to certain restrictions. To the extent that the
NOLSs do not otherwise become limited, the Company believes that it will be
able to carry forward a significant amount of NOLs, and therefore the NOLs
could be a substantial asset for the Company. However, if the Company
experiences an ownership change, as defined in Section 382, the timing of
usage and its ability to use the NOLs could be significantly limited.

The Tax Benefits Plan is intended to act as a deterrent to any person or group
acquiring, without the approval of the Company s Board of Directors,
beneficial ownership of 4.9% or more of the Company s securities, defined to
include: (i) shares of its Class A common stock and Class B common stock,
(i1) shares of its preferred stock, (iii) warrants, rights, or options to purchase
its securities, and (iv) any interest that would be treated as stock of the
Company for purposes of Section 382 or pursuant to Treasury Regulation

§ 1.382-2T(£)(18).
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Holders of 4.9% or more of the Company s securities outstanding as of the
close of business on January 29, 2010 will not trigger the Tax Benefits Plan
so long as they do not (i) acquire additional securities constituting one-half of
one percent (0.5%) or more of the Company s securities outstanding as of the
date of the Tax Benefits Plan (as adjusted), or (ii) fall under 4.9% ownership
of the Company s securities and then re-acquire 4.9% or more of the
Company s securities (as adjusted).

9. Related Parties

The Company considers its related parties to be DBSD as well as its principal
shareholders and their affiliates.

DBSD As of December 31, 2010, the Company had net payables to affiliates
of $1.3 million related to transactions arising with DBSD, including allocated
employment-related costs and occupancy-related costs, and reimbursement of
payments made to the Company by DBSD for their respective share of stock
awards that ultimately failed to vest.

As discussed in Note 1, on June 30, 2011, the Bankruptcy Court approved the
DISH Plan. As a component of the DISH Plan, the Bankruptcy Court

approved a revised Transition Services Agreement ( TSA ). The revised TSA,
amongst other things, (i) significantly narrows the scope of services to be
provided by DBSD to the Company, and vice versa, (ii) requires DBSD to
assume and accept assignment of certain leases executed by the Company for
space occupied by DBSD at various of its operating locations, and

(iii) relieves each party of any obligations to the other that arise prior to

DBSD s pending emergence from bankruptcy. As a direct result of the revised
TSA, the Company has eliminated its payable to affiliate as of June 30, 2011.

Eagle River Satellite Holdings, LLC ( ERSH ), Eagle River Investments,
Eagle River, Inc. and Eagle River Partners, LLC ( ERP ) ERSH is the
Company s controlling stockholder. ERSH, together with its affiliates Eagle
River Investments, Eagle River, Inc. and ERP (collectively, Eagle River )
holds an economic interest of approximately 33.2% and a voting interest of
approximately 65.5% in the Company as of June 30, 2011. In addition, Eagle
River Investments holds warrants exercisable through December 12, 2012 to
purchase an aggregate of three million shares of our Class A common stock at
an exercise price of $0.01 per share.

Until its termination on July 11, 2011, the Company had an agreement with
Eagle River, Inc. to provide advisory services to the Company ( Advisory
Services Agreement ). This Advisory Services Agreement required

(i) payment of an annual fee of $500,000 in quarterly installments in stock or
cash, at the Company s option, and (ii) reimbursement of out-of-pocket
expenses. The Company elected to make all quarterly payments in Class A
common stock. During the three and six months ended June 30, 2011, the
Company issued 45,787 shares and 105,595 shares, respectively, to Eagle
River, Inc. as compensation for advisory services. As of June 30, 2011, the
Company has issued a total of 1,935,390 shares as consideration. As of
December 31, 2010, the Company owed Eagle River, Inc. approximately
$69,000 for expense reimbursement pursuant to the Advisory Services
Agreement, which was included in accrued expenses on the Company s
condensed consolidated balance sheets. The Company and Eagle River, Inc.
mutually agreed to terminate the Advisory Services Agreement effective as of
July 11, 2011. The Company was not required to make any payments to
Eagle River, Inc. as a result of the termination of the Advisory Services
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Agreement and there were no unpaid amounts as of June 30, 2011.

Effective December 15, 2010, the Company subleases from Eagle River, Inc.
the office space for the Company s headquarters in Kirkland, Washington.
The sublease is a pass-through agreement, pursuant to which the Company
pays rent to Eagle River, Inc. and reimburses costs and expenses to Eagle
River, Inc. that Eagle River, Inc. pays to its third-party landlord. The sublease
expires contemporaneously with the expiration of the underlying prime lease
in July 2012. Total payments made to Eagle River, Inc. under this agreement
during the three and six months ended June 30, 2011 totaled $62,000 and
$154,000, respectively. During the six months ended June 30, 2011, the
Company also paid $57,000 to Eagle River, Inc. for the purchase of certain
office furniture and equipment in the sub-leased space.

In March 2010, Eagle River purchased an additional 18,336,985 shares of the
Company s Class A common stock under the Rights Offering.

Benjamin G. Wolff, the Company s Chief Executive Officer and President,
was previously the President of Eagle River, Inc., and was compensated by
both the Company and Eagle River. Effective July 11, 2011, Mr. Wolff
resigned as President of Eagle River, Inc. and no longer receives
compensation from Eagle River other than compensation for serving as a
representative on certain boards of directors of affiliates of Eagle River.

10. J&J Group Agreement

On April 6, 2011, the Company entered into an agreement to sell its MEO
Assets to the J&J Group. Closing of the purchase of MEO Assets by J&J
Group is conditioned upon certain regulatory approvals and cooperation from
various governmental agencies. Upon the closing or termination of the sale of
MEO Assets, J&J Group is required to reimburse the Company for ongoing
operating expenses incurred since January 14, 2011 which are directly related
to the MEO Assets. As of June 30, 2011, the Company has recorded a
receivable of $1.6 million to reflect J&J Group s reimbursement obligation.
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11. DISH Agreement

On March 15, 2011, the Company entered into an Implementation Agreement
with DISH Network, under which DISH Network agreed to pay the Company
approximately $325 million for its support of the DISH Plan, certain
spectrum priority rights, the delivery of any distributions to the Company
from DBSD, and the DISH Option, all as more thoroughly described below.
The Bankruptcy Court also approved the Amended Investment Agreement
between DISH Network and DBSD on March 15, 2011. On June 30, 2011,
the Bankruptcy Court approved the DISH Plan.

Pursuant to the terms of the Implementation Agreement, the Company agreed
to (i) sell to DISH Network the Company s priority spectrum rights vis-a-vis
DBSD s Gl satellite; (ii) provide DISH Network with a contingent call right
on the Company s equity interest in DBSD, exercisable in certain
circumstances, subject to certain conditions, including regulatory approvals;
(iii) pay over to DISH Network any distributions from DBSD or other
benefits received by the Company in connection with a reorganization of
DBSD:; and (iv) grant DISH Network the DISH Option. In exchange for these
rights and for rights provided to DISH Network under a Restructuring
Support Agreement with DISH Network, dated March 15, 2011, DISH
Network will pay the Company an aggregate of approximately $325 million,
(1) $35 million of which was paid on March 21, 2011, (ii) approximately $280
million of which was paid on April 26, 2011, and (iii) $10 million of which is
payable at the earlier of (a) five days after DBSD s emergence from its
pending Chapter 11 bankruptcy proceeding, or (b) five days after termination
of the Amended Investment Agreement. In addition to these payments, DISH
Network also provided to the Company the BAS Indemnity. DISH Network s
payment obligations under the Implementation Agreement and the BAS
Indemnity are not subject to any further court action or approvals.

The Company recognized a gain of approximately $301 million in the first
quarter of 2011 associated with the disposition of its cost method investment
in DBSD and other assets as a result of the agreements described above.
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Item 2.Management s Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion and analysis should be read in conjunction with our

condensed consolidated financial statements and accompanying notes

included elsewhere in this quarterly report and the audited consolidated

financial statements and notes included in our 2010 Form 10-K.

Special Note Regarding Forward-Looking Statements

With the exception of historical facts, the statements contained in this
management s discussion and analysis are forward-looking statements. All of
these forward-looking statements are subject to risks and uncertainties that
could cause our actual results to differ materially from those contemplated by
the relevant forward-looking statements. Factors that might cause or
contribute to such a difference include, but are not limited to, those discussed
under Risks and Uncertainties below and elsewhere in this quarterly report.
The forward-looking statements included in this document are made only as
of the date of this report, and we undertake no obligation to publicly update
these forward-looking statements to reflect subsequent events or
circumstances.

Overview

We are actively seeking acquisition opportunities that leverage our
transactional expertise, financial resources, industry relationships and tax
assets. Since our inception in 2000, we have been a development stage
next-generation mobile satellite service ( MSS ) operator. Earlier this year, we
entered into agreements to divest both our domestic and international satellite
related assets. These divestiture transactions are expected to be substantially
completed before the end of 2011, with complete closure in early 2012.

We have identified the intellectual property asset management ( IPAM )
business as an area for investment and growth. Specifically, we completed
our first investment in this area when we acquired Ovidian Group, LLC

( Ovidian Group ). The acquisition of Ovidian Group brought us a world class,
well respected and trusted team of IPAM professionals, together with client
relationships that include some of the most respected technology companies
in the world. Through this acquisition, we were transformed from a
development stage company into a revenue-generating business with a focus
on the IPAM industry. To further evidence our transformation, we changed
our name from ICO Global Communications (Holdings) Limited to Pendrell
Corporation and now trade under the PCO ticker symbol on NASDAQ.

As we move our focus to our IPAM business and other new initiatives, we
continue our efforts to divest our satellite assets. On March 15, 2011, we
signed an Implementation Agreement and Restructuring Support Agreement
with DISH Network Corporation ( DISH Network ), under which we
transferred substantially all of our interests in DBSD North America, Inc. and
its subsidiaries (collectively referred to as DBSD ) to DISH Network for
approximately $325 million. Then, on April 6, 2011, we agreed to sell our
MEO Assets to Jay & Jayendra (Pty) Ltd, a South African corporation or its
designated affiliates (collectively, the J&J Group ). The closing of J&J Group s
acquisition of the MEO Assets is conditioned upon certain regulatory
approvals and cooperation from various governmental agencies.

We also continue to aggressively defend the appeal of the $603.2 million
judgment for breach of contract and fraud that we obtained against BSSI and
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Boeing in January 2009. Briefing was completed at the California Court of
Appeals in late 2010, with answers to the court s supplemental inquiries
submitted on July 11, 2011. Oral argument is scheduled for September 27,
2011. We expect a written decision to be issued by the Court of Appeals
within 90 days following oral argument. After we receive a decision from the
California Court of Appeals, either we or Boeing may request further appeal
to the California Supreme Court or the United States Supreme Court,
although neither court is obligated to grant further appeal. We cannot predict
the timing or outcome of the appeal process.

Critical Accounting Policies

Critical accounting policies require difficult, subjective or complex
judgments, often as a result of the need to make estimates about the effect of
matters that are inherently uncertain. The judgments and uncertainties
affecting the application of these policies include significant estimates and
assumptions made by us using information available at the time the estimates
are made. Actual results could differ materially from those estimates. Our
critical accounting policies involve judgments associated with our accounting
for the fair value of financial instruments (including our previous investment
in DBSD), asset impairment, valuation of goodwill and intangible assets,
contract settlements, revenue recognition, stock-based compensation, income
taxes, contingencies and business combinations. There have been no
significant changes to our critical accounting policies disclosed in our

2010 Form 10-K other than as described below.

Revenue Recognition Revenue consists primarily of fees paid for consulting
services. Revenue is recognized and billed when our professionals deliver
consulting services. In general, we recognize revenue related to consulting
services when (i) persuasive evidence of an arrangement exists, (ii) delivery
has occurred or services have been rendered to the customer, (iii) the fee is
fixed or determinable, and (iv) collectability is reasonably assured.

Valuation of Goodwill and Intangible Assets We evaluate goodwill and
indefinite-lived intangible assets at least annually to determine whether there
has been an impairment of the value of these assets and evaluates impairment
whenever events or changes in circumstances indicate that the carrying
amount of our assets might not be recoverable. We amortize definite-lived
intangible assets over their expected useful lives. When events or
circumstances indicate that the varying
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amount of a long-lived asset or asset group may not be recoverable, we
perform a test to determine whether the carrying amount of the asset or asset
group tested is not recoverable and its carrying amount exceeds its fair value.
Any impairment losses relating to goodwill or other intangible assets are
recognized in the condensed consolidated statement of operations.

Business Combinations We account for business combinations using the
acquisition method and, accordingly, the identifiable assets acquired and
liabilities assumed are recorded at their acquisition date fair values. Goodwill
is calculated as the excess of the purchase price over the fair value of net
assets, including the amount assigned to identifiable intangible assets.
Acquisition-related costs, including advisory, legal, accounting, valuation and
other costs, are expensed in the periods in which the costs are incurred. The
results of operations of acquired businesses are included in the consolidated
financial statements from the acquisition date.

New Accounting Pronouncements

In May 2011, the Financial Accounting Standards Board ( FASB ) issued
Update No. 2011-05, Comprehensive Income ( Update No. 2011-05 ). Update
No. 2011-05 requires in the presentation on the face of the financial
statements reclassification adjustments for items that are reclassified from
other comprehensive income to net income in the statements where the
components of net income and the components of other comprehensive
income are presented. Update No. 2011-05 is to be applied retrospectively
and is effective for fiscal years, and interim periods within those years,
beginning after December 15, 2011. Early adoption is permitted. The
adoption of this statement is not expected to have a material impact on our
financial position, results of operations or cash flows.

Results of Operations

The following table is provided to facilitate the discussion of our results of
operations for the three and six months ended June 30, 2011 and 2010 (in
thousands):

Three months ended Six months ended
June 30, June 30,
2011 2010 2011 2010

Revenue $ 195 $ $ 195 $
General and
administrative
expenses 2,708 4,040 9,193 8,586
Contract settlements 4,735)
Interest income (49) (&) (56) 5)
Interest expense 1,160 1,072 2,239 2,144
Gain associated with
disposition of assets (300,886)
Other income (1,406) (1,263) (1,803) (511)
Income tax benefit “41) (2,732) (1,766)

Revenue. Revenue is primarily comprised of fees paid for consulting services.

Revenue of $195,000 for the three and six months ended June 30, 2011 is due
to the acquisition of the Ovidian Group on June 17, 2011. Prior to the
acquisition of Ovidian Group, we were a development stage enterprise and
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did not generate any revenue from operations.

General and Administrative Expenses. General and administrative expenses
are primarily comprised of personnel costs, stock-based compensation, legal
and professional fees, acquisition investigation costs, satellite storage,
satellite system operating expenses and general office related costs.

General and administrative expenses decreased $1.3 million for the three
months ended June 30, 2011 compared to the three months ended June 30,
2010. The decrease was primarily due to a $1.6 million cost reimbursement
obligation of J&J Group for ongoing operating expense incurred in 2011
related to the MEO Assets, offset by $407,000 in acquisition investigation
costs incurred in the current year.

General and administrative expenses increased $607,000 for the six months
ended June 30, 2011 compared to the six months ended June 30, 2010. The
increase was primarily due to higher non-cash stock-based compensation
expense of $1.2 million, a $391,000 increase in legal and other professional
expenses, $407,000 in acquisition investigation costs, $461,000 in higher
other employment related costs, and the remaining balance represents
ongoing operating costs incurred in the current year. The increase was
partially offset by $1.6 million of cost reimbursement by J&J Group for
ongoing operating expense incurred in 2011 related to the MEO Assets.

Contract Settlements. During the first quarter of 2011, we recognized a $4.7
million gain associated with a reduction of our estimated liability for gateway
obligations as a result of our agreement to purchase Deutsche Telekom AG s
claim against one of our subsidiaries.

Interest Expense. Interest expense for the three and six months ended
June 30, 2011 and 2010 consists primarily of interest costs resulting from
capital lease obligations associated with certain of our MEO gateway sites.
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Gain Associated with Disposition of Assets. During the first quarter of 2011,
we recognized a $301 million gain associated with the disposition of our cost
method investment in DBSD and certain other assets pursuant to the various
agreements entered into with DISH Network (see discussion below).

Other Income. Other income for the three months ended June 30, 2011 is
comprised primarily of a $1.2 million gain recognized upon the elimination
of our payable to an affiliate. Other income for the six months ended June 30,
2011 is comprised primarily of a $1.2 million gain recognized upon
elimination of our payable to an affiliate and gains on foreign currency
transactions of $519,000. Other income for the three and six months ended
June 30, 2010 is comprised primarily of gains on foreign currency
transactions of $1.4 million and $1.0 million, respectively, partially offset by
expense associated with reimbursements due to DBSD for their respective
share of stock awards that ultimately failed to vest of $152,000 and $517,000,
respectively.

Income Tax Benefit. Income tax benefit for the three and six months ended
June 30, 2011 and 2010 is primarily due to expiration of the statute of
limitations associated with previously recorded uncertain tax positions,
including interest and penalties.

Liquidity and Capital Resources

Overview. As of June 30, 2011, we had cash liquidity of $320.5 million
primarily due to the receipt of $315 million received from DISH Network as
described below. These funds are currently expected to be utilized to fund our
working capital needs for at least the next twelve months. Our primary
expected cash needs for the next twelve months are for the ongoing operating
costs associated with the IPAM business, MEO satellite system operating
costs while we exit the MSS business, costs associated with the pursuit of
new investment and acquisition opportunities, professional fees associated
with various legal and regulatory proceedings, and other general corporate
purposes. We also expect to use our cash, and may incur debt, to acquire or
invest in other businesses or assets.

On March 15, 2011, we entered into the Implementation Agreement and
Restructuring Agreement with DISH Network under which DISH Network
has agreed to pay us approximately $325 million for our support of DBSD s
plan of reorganization which provides for the stock of DBSD to be
transferred to DISH Network (the DISH Plan ), certain spectrum priority
rights, any distributions to us from DBSD, and the DISH Option, of which

(1) $35 million was paid on March 21, 2011, (ii) approximately $280 million
was paid on April 26, 2011, and (iii) $10 million is payable at the earlier of
(a) five days after DBSD s emergence from its pending Chapter 11 bankruptcy
proceeding, or (b) five days after termination of the Amended Investment
Agreement. In addition to these payments, DISH Network also agreed to
indemnify us from all claims against and expenses incurred in connection
with Sprint s pursuit of Spectrum Clearing Costs. DISH Network s payment
obligations under the Implementation Agreement and the BAS Indemnity are
not subject to any further court action or approvals. We recognized a gain of
approximately $301 million in the first quarter of 2011 associated with the
disposition of our cost method investment in DBSD and other assets as a
result of these agreements.

Our liquidity position should also be improved when the J&J Group fulfills
its obligation to reimburse us for expenses directly related to our MEO
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satellite operations. J&J Group is obligated to reimburse us for those
expenses irrespective of whether the sale of MEO Assets to J&J Group
closes, and we have recorded a receivable of $1.6 million which we expect to
receive by November 1, 2011.

If the anticipated sale of MEO Assets to J&J Group does not close or is
terminated by November 1, 2011, DISH Network may exercise the DISH
Option to acquire the MEO Assets for no additional consideration, but only if
DISH Network assumes responsibility for ongoing operating expenses
directly related to the MEO Assets.
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Cash Flows. The following table is provided to facilitate the discussion of our
liquidity and capital resources for the six months ended June 30, 2011 and
2010 (in thousands):

Six months ended

June 30,

2011 2010
Net cash provided by (used in):
Operating activities $ (9,515 $ (8,727)
Investing activities 308,896 (547)
Financing activities 13 29,189
Effect of foreign exchange rate
changes on cash 350 611
Net increase in cash and cash
equivalents 299,744 20,526
Cash and cash
equivalents beginning of period 20,771 4,983
Cash and cash equivalents end of
period $320,515  $25,509

Cash and cash equivalents were $320.5 million at June 30, 2011 compared to
$20.8 million at December 31, 2010. This increase is primarily due to
approximately $315 million received from DISH Network under the
Implementation Agreement, partially offset by (i) the amount paid for the
acquisition of Ovidian Group, (ii) the incurrence of ongoing operating costs
associated with our MEO satellite system and (iii) other general corporate
expenditures in the first half of 2011.

For the six months ended June 30, 2011, cash used in operating activities
consisted primarily of our net income of $299.0 million adjusted for various
non-cash items, including: (i) a $300.9 million gain associated with the
disposition of certain assets to DISH Network; (ii) a $4.7 million reduction of
a Gateway obligation; (iii) stock-based compensation expense of $2.3
million; (iv) a $2.3 million increase in prepaid expenses and other assets
primarily due to a $1.6 million receivable associated with reimbursement of
MEQ Asset operating expenses from J&J Group; (v) an $853,000 net
decrease in income taxes payable, accounts payable and other accrued
expenses; and (vi) unrealized foreign exchange gains of $534,000. For the six
months ended June 30, 2010, cash used in operating activities consisted
primarily of our net loss of $8.4 million adjusted for various non-cash items.
These non-cash items include: (i) stock-based compensation expense of $1.1
million; (ii) unrealized foreign exchange gains of $1.0 million; (iii) a $1.8
million income tax benefit resulting from expiration of the statute of
limitations associated with previously recorded uncertain tax positions;

(iv) changes in accrued interest payable of $1.5 million associated with
various Gateway obligations; and (v) a $1.0 million net reduction in accounts
payable reflecting payment of amounts previously accrued at December 31,
2009.

For the six months ended June 30, 2011, cash provided by investing activities
consisted primarily of approximately $315 million from DISH Network
pursuant to the Implementation Agreement, partially offset by a $5.9 million
cash outflow for the acquisition of Ovidian Group, net of cash acquired. For
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the six months ended June 30, 2010, cash used in investing activities
consisted of $547,000 of payments made on behalf of affiliates.

For the six months ended June 30, 2011, cash provided by financing activities
consisted of $132,000 in proceeds from the exercise of stock options,
partially offset by $119,000 in payments of withholding taxes upon vesting of
restricted stock awards. For the six months ended June 30, 2010, cash
provided by financing activities consisted primarily of $29.2 million of
proceeds from the rights offering completed on March 9, 2010 ( Rights
Offering ), net of related costs.

Contractual Obligations. Our primary contractual obligations relate to our
MEQO satellite system. In the table below, we set forth our contractual
obligations as of June 30, 2011 (in millions):

Years ending
December 31,
Remainder 2012- 2014- 2016 and
Total of 2011 2013 2015 thereafter
Satellite system operating

obligations(1) $22 $ 18 $04 3 $
Capital lease obligations,

including interest(2) 22.5 22.5

Operating lease obligations 2.0 0.7 1.2 0.1
Total $267 $ 250 $16 $01 §

(1) We have an agreement with Intelsat to provide satellite operational
services to support F2. Under this agreement, we are obligated to pay
Intelsat a recurring, monthly fee associated with TT&C and other satellite
support services. In addition to this agreement, we have commitments for
other operational services related to our MEO satellite and certain MEO
gateway sites. As of June 30, 2011, our satellite system operating
commitments were approximately $2.2 million. In connection with our
agreement with J&J Group to purchase our MEO Assets, J&J Group has
agreed to reimburse us for any ongoing operating expenses directly related
to the MEO Assets from January 14, 2011 through closing of the purchase
of the MEO Assets by J&J Group.
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(2) Our capital lease obligations represent future minimum payments due
under capital lease commitments arising from agreements associated with
certain of our MEO gateway sites. The amount of our contractual
obligations as of June 30, 2011 represents principal and interest payable in
accordance with the terms of the contractual agreements.

We have also entered into other agreements with our Gateway Operators

which provide for varying levels of support required to operate the gateway

sites. The majority of the Gateway Operators have terminated their
agreements with us and discontinued providing the requisite level of services.

Certain of the terminated agreements have not been settled and remain

outstanding. Subsequent to the date of termination, we have continued to

accrue estimated late payment fees associated with these agreements, if
applicable. Settlement of these liabilities, including timing of future payment,
if any, is currently uncertain and therefore this amount was not included in
our table of contractual obligations above. We do not anticipate these
gateway obligations to require significant cash payments during the next
twelve months; however, the holders of these obligations could pursue
collection actions against one or more of our consolidated subsidiaries.

As of June 30, 2011, we have recorded a liability related to uncertain tax
positions for income taxes, interest and penalties of $10.8 million. Settlement
of this liability, including timing of future payment, if any, is currently
uncertain. As a result, this amount was not included in our table of
contractual obligations above.

Risks and Uncertainties

Certain risks and uncertainties that could materially affect our future results
of operations or liquidity are discussed under Part II Other Information,
Item 1A. Risk Factors in this quarterly report and in our 2010 Form 10-K. In
particular, these risks and uncertainties include, but are not limited to, the
following matters:

We are engaged in litigation with BSSI and Boeing arising out of
agreements for the development and launch of our MEO satellites. In
February 2009, the Los Angeles Superior Court issued a judgment in
our favor and against BSST and Boeing for $603.2 million. The
judgment consists of at least four subparts, including compensatory
awards, a punitive damage award against BSSI, a punitive damage
award against Boeing, and pre-judgment interest. BSSI and Boeing
have appealed the judgment and all of its subparts, thereby rendering
the entire award subject to the risks of appeal. We cannot predict the
outcome of the appeal process. Boeing has posted the full bond
required to stay enforcement of the judgment, but the existence of the
bond does not entirely eliminate the risk of collection. We have
previously incurred substantial costs and fees to obtain the judgment,
and expect we will continue to incur substantial additional costs and
fees through the ultimate resolution of the case, including a contingent
obligation to pay our trial lawyers a fee equal to 3% of any recovery up
to $250 million, and 5% of any recovery in excess of $250 million, less
certain costs and fees paid previously.

J&J Group recently agreed to acquire our MEO Assets. The closing of
the sale is subject to a number of conditions, including regulatory
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approvals. J&J Group s efforts to satisfy closing conditions are
continuing, and we are supporting those efforts by prosecuting various
appeals of adverse regulatory rulings in the UK and European Union. If
the sale of MEO Assets to J&J Group does not close as anticipated, and
if DISH Network opts not to exercise the DISH Option, we may incur
substantial costs in divesting our MEO Assets, and may need to
institute enforcement proceedings against J&J Group to compel the
payment of reimbursable expenses.

We are subject to additional risks and uncertainties discussed under

Part II Other Information in this quarterly report and in Item 1A. Risk Factors
in our 2010 Form 10-K, that could adversely affect our costs, competitive
position, financial condition and ability to realize earnings.
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Inflation

The impact of inflation on our condensed consolidated financial condition
and results of operations was not significant during any of the periods
presented.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We have assessed our vulnerability to certain market risks, including interest
rate risk associated with our accounts receivable, accounts payable, capital
lease obligations, and cash and cash equivalents and foreign currency risk
associated with our capital lease obligations and cash held in foreign
currencies.

As of June 30, 2011, our cash and investment portfolio consisted of both cash
and money market funds, with a fair value of approximately $320.5 million.
The primary objective of our investments in money market funds is to
preserve principal, while optimizing returns and minimizing risk, and our
policies require, at the time of purchase, that we make these investments in
short-term, high rated securities.

Our primary foreign currency exposure relates to cash balances in foreign
currencies. Due to the small balances we hold, we have determined that the
risk associated with foreign currency fluctuations is not material to us. We do
not enter into any hedging or derivative transactions to manage our exposure
to foreign currency risk.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our chief executive officer and chief financial officer have evaluated our
disclosure controls and procedures as of June 30, 2011 and have concluded
that these disclosure controls and procedures are effective to ensure that the
information required to be disclosed by us in the reports that we file or submit
under the Exchange Act (as defined in Rules 13a-15(e) and 15d-15(e)) is
recorded, processed, summarized and reported within the time periods
specified in the SEC s rules and forms and is accumulated and communicated
to our management, including our chief executive officer and chief financial
officer, as appropriate to allow timely decisions regarding required

disclosure.

Changes in Internal Control Over Financial Reporting

There have been no changes in our internal control over financial reporting
during the second quarter of 2011 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial
reporting.
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PART II OTHER INFORMATION

Item 1.Legal Proceedings

See Note 6 to our condensed consolidated financial statements,
Commitments and Contingencies included in Part I, Item 1 of this

quarterly report, for a discussion of the material legal proceedings to which

we are a party.

Item 1A.Risk Factors

There have been no material changes to our risk factor disclosures included
under Part I, Item 1A. of our 2010 Form 10-K other than the addition of the
following risk factors disclosed below that primarily relate to our entrance
into the IPAM business.

Our revenue and cash flow are dependent upon our customers sales and
market conditions.

A significant portion of our revenue is dependent on sales to our customers
that are outside our control and that could be negatively affected by a variety
of factors, including global and/or country-specific economic conditions. In
addition, our operating results also could be affected by general economic
and other conditions that cause a downturn in the market for the customers of
our services. It is also difficult to predict the timing and amount of revenue
associated with our agreements with our customers and the timing, nature or
amount of revenues associated with future strategic partnerships. The
foregoing factors are difficult to forecast and could adversely affect both our
quarterly and annual operating results and financial condition.

Our revenue are derived primarily from a limited number of customers.

We earn a significant amount of our revenue from a limited number of
customers, and we expect that a significant portion of our revenue will
continue to come from a limited number of customers for the foreseeable
future. For example, during the three and six months ended June 30, 2011,
three customers accounted for 100% of our total revenue. In the event that
one or more of our significant customers fail to meet their payment
obligations under their respective agreements, we lose any of these customers
or our revenue from these customers significantly decline, our future revenue
and cash flow could be materially adversely affected.

We may engage in acquisitions or strategic transactions or make
investments that could result in significant changes or management
disruption and fail to enhance shareholder value.

We continue to evaluate and may acquire businesses, technology and/or
intellectual property, enter into joint ventures or other strategic transactions
and purchase equity and debt securities in other entities. Most strategic
investments entail a high degree of risk and will not become liquid until more
than one year from the date of investment, if at all. Acquisitions or strategic
investments may not generate financial returns or result in increased adoption
or continued use of our services. In addition, other investments may not
generate financial returns or may result in losses due to market volatility, the
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general level of interest rates and inflation expectations. We could make
strategic investments in early-stage companies, which require us to
consolidate or record our share of the earnings or losses of those companies.
Our share of any such losses may adversely affect our financial results until
we exit from or reduce our exposure to these investments.

Achieving the anticipated benefits of acquisitions depends in part upon our
ability to integrate the acquired businesses in an efficient and effective
manner. The integration of acquired companies may result in significant
challenges, and we may be unable to accomplish the integration smoothly or
successfully. We cannot assure that the integration of acquired businesses
with our business will result in the realization of the full benefits we
anticipate to result from such acquisitions. We may not derive any
commercial value from the acquired technology, products and intellectual
property or from future technologies and products based on the acquired
technology and/or intellectual property, and we may be subject to liabilities
that are not covered by the indemnification protection we may obtain.

We have increased our operating expenses to expand our operations, and
those increased expenses may negatively impact our profitability.

We have increased our expenditures to develop and expand our business,
including making expenditures to acquire IPAM assets and hiring new
management personnel. Our efforts to develop and expand our business has
resulted in an increase in our expenditures with no assurance that such
expenditures will result in additional revenue that is sufficient to offset the
additional expenses we incur. If we are not successful in generating
additional revenue that is sufficient to offset these operating expense
increases, our operating results may be harmed.

The business activities of our new subsidiary, Ovidian Group, could result
in professional liability, which could be costly and damage our reputation.
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The business activities of Ovidian Group typically involve complex analysis
and the exercise of professional judgment. As a result, Ovidian Group is
subject to the risk of professional liability. If a client questions the quality of
Ovidian Group s work, the client could threaten or bring a lawsuit to recover
damages or contest its obligation to pay fees. Litigation alleging that Ovidian
Group performed negligently or breached any other obligations to a client
could expose us to legal liabilities and, regardless of outcome, could be
costly, distract our management and damage our reputation.

Unauthorized use or disclosure of our confidential information could
adversely affect our business.

We enter into contractual relationships governing the protection of our
confidential and proprietary information with our employees, consultants and
prospective and existing customers and strategic partners. If we are unable to
detect in a timely manner the unauthorized use or disclosure of our
proprietary or other confidential information or if we are unable to enforce
our rights under such agreements, the misappropriation of such information
could harm our business.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Unregistered Sales of Equity Securities

Management believes that the securities issuances described in the table
below were exempt from the registration requirements of the Securities Act
of 1933, as amended, pursuant to Section 4(2) as a transaction not involving
any public offering. The number of investors was limited, the investors were
either accredited or otherwise qualified and had access to material
information about the registrant, and restrictions were placed on the resale of
the securities sold.

Number
Date Title of shares
June 1, 2011 Class A common stock 45,787(1)

June 17, 2011 Class A common stock 3,000,000(2)

(1)Issued as compensation to Eagle River, Inc., for advisory services
performed from March 1, 2011 through May 31, 2011.

(2)On June 17, 2011, our wholly-owned subsidiary Pendrell Technologies
LLC, acquired all of the membership interests of Ovidian Group. As part
of the consideration for Ovidian Group, we issued 3,000,000 shares of our
Class A common stock, solely to accredited investors. The issuance of the
Class A common stock was exempt from the registration requirements of
the Securities Act of 1933, pursuant to Regulation D, Rule 506. The
Class A common stock is not convertible or exchangeable into any other
of our equity securities.

Use of Proceeds

On July 11, 2008, our universal shelf registration statement on Form S-3
(Registration No. 333-152100) was declared effective by the SEC. On
March 9, 2010, we completed a Rights Offering to existing stockholders in
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which we issued 42,870,000 shares of Class A common shares at a price of
$0.70 per share, which shares were registered under the shelf registration
statement. The proceeds from the Rights Offering to us were approximately
$29.2 million, after deducting fees. No offering expenses were paid directly
or indirectly to our directors, officers or their associates, or to persons owning
10% or more of any of our equity securities.

As of June 30, 2011, the remaining proceeds from the Rights Offering, after
deducting fees, are reflected in cash and cash equivalents on our condensed
consolidated balance sheet. Through June 30, 2011, we had used
approximately $24.5 million of the net proceeds from the Rights Offering to
fund ongoing operational expenses. We may also use a portion of the
proceeds to acquire or invest in other businesses, products or technologies,
which may or may not be related to our historical business activities, as well
as for capital expenditures. Pending these uses, we expect to hold the
amounts in cash or invest the remaining net proceeds in short-term,
investment-grade securities.

Item 3.Defaults Upon Senior Securities
None.

Item 4. Removed and Reserved

Item 5. Other Information
None.

Item 6. Exhibits

Ex. 31.1*  Certification of the principal executive officer required by
Rule 13a-14(a) or Rule 15d-14(a).

Ex.31.2*  Certification of the principal accounting and financial officer
required by Rule 13a-14(a) or Rule 15d-14(a).

Ex. 32.1*%  Certifications required by Rule 13a-14(b) or Rule 15d-14(b) and
Section 1350 of Chapter 63 of Title 18 of the United States Code
(18 U.S.C. § 1350).

*Filed herewith.
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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.

PENDRELL CORPORATION
(Registrant)

Date: August 5, 2011 By: /s/  BenyamMIN G. WOLFF
Benjamin G. Wolff

Chief Executive Officer and President
(Principal Executive Officer)
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