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.. Iridium faces
some great
strategic
challenges to the
future and nature
of its operations

.. In a turbulent
era when cash is
king, no one wants
to be locked in with
an illiquid equity
stake when they
can simply vote
their own cash
back.

Capital crashes more important than orbital crashes

What a time for Iridium Satellte, LLC. The worldwide
telecommunications company and satellite operator seemingly has
a seven-course meal of items on its plate right now. On one hand,
the company is growing nicely (320,000 terminal units and EBITDA
over $108 million), is introducing new and highly competitive
services offerings (such as OpenPort mobile broadband), receiving
new support from an acquiring company and its affiliate bank (the
GHL Acquisition Corp SPAC and sponsor Greenhill), while
benefitting mightily from the problems of competitor GlobalStar. On
the other hand, with an aging fleet of satellites needing
replacement, with Inmarsat and its newer satellite fleet chomping at
their bit with equally compelling offerings and with access to capital
highly constrained by the greatest upheaval in the capital markets
in a generation — Iridium faces some great strategic challenges to
the future and nature of its operations.

In fact, while the collision of one of Iridium’s satellites in orbit earlier
this month seems to have created much commotion and debate in
the press, the incident seems to be one the lesser concerns for the
company right now. Whatever degradation of service quality that
occurred was quickly repaired with a replacement where the old
satellite used to be. Little or no revenue was lost. The market
seems to be satisfied — while there was a significant jump in the
trading volume of GHL securities in the days following the incident,
prices hardly moved at all, reflecting no less or greater concern by
the market for the near-term viability of the company and the
acquisition.

Unfortunately for Iridium, GHL warrants were already trading in the
pennies and far out of the money. Clearly, the market currently
does not believe that the GHL acquisition of Iridium will be
consummated by its shareholders and that the GHL SPAC will be
dissolved following the vote. This does not necessarily reflect badly
on Iridium and its business — the warrants of virtually all other
SPACs on the market are also trading at pennies. In a turbulent era
when cash is king, no one wants to be locked in with an illiquid
equity stake when they can simply vote their own cash back. For
Iridium, however, the market downturn means that it may lose
access to the valuable GHL cash. When it comes to business, a
crash in the market can mean a lot more than a crash in orbit.
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.. This is all the
more problematic
since Iridium has
been planning to
build Iridium
NEXT, the
replacement for its
current fleet

.. A management
team that has
brought the
company this far
certainly cannot be
counted out to see
through its vision
to the next
generation

This is all the more problematic since Iridium has been planning to
build Iridium NEXT, the replacement for its current fleet and due for
deployment in 2014. NEXT, however, is estimated to cost $2.7
billion, an amount of capital that is hardly accessible in these times,
even with access to the public markets and Greenhil/lGHL's
support. Planned financing of NEXT is said to consist of a
combination of GHL cash and warrants, operating cash flow and
revenues from secondary payloads. Whether this is creative or
sufficient enough is under some doubt. Cash flow isn’t anywhere
near enough to cover the difference whether or not GHL cash
shows up. Finding high-paying secondary payloads is going to be a
tall order when potential tenants’ technical requirements (orbits,
spectrum use, etc) do not necessarily align with NEXT and are
facing the same capital market environment that Iridium is facing. In
any case, even if Iridium is able to go to the markets and raise debt
- at 8x EBITDA, GHL'’s valuation of all of Iridium is not much more
than $800 million. Even if one applied the 14.5x EBITDA multiple
that Inmarsat had at the time of the original merger announcement
(but doesn’t anymore), you would still be about $1.3 billion short of
the entire company’s value to build NEXT. As it stands, can this
system be built?

While we like the concept and advantages of a LEO constellation
from a redundancy and service point of view, it may well be
necessary for Iridium to build a GEO constellation instead. The
recent Inmarsat-4 constellation of 4 GEO satellites only cost about
$1.5 billion, which seems much closer to being doable for Iridium.
Yes, a retreat to GEO would negate some of Iridium’s inherent and
highly marketed advantages — low data latency and coverage of the
poles, but it is debatable whether those two advantages justify the
extra billion dollars in investment. Besides, since the coverage
density of the current Iridium constellation is highest at the poles,
service in those areas by the old system will continue for years yet,
even as parts of the system start to fail. As for lower latency — while
it is certainly nice to have, the only potential competitor on the
horizon in the high data rate market is the as yet unbuilt O3b
system. Their system won't be adequate for maritime and
aeronautical uses — plus they too must deal with the same capital
market to build their system.

Where does Iridium go next, even if not NEXT? Iridium, GHL and
their advisors may yet find some arrangement to induce
shareholder approval and discover mercy and opportunity in these
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troubled markets. A management team that has brought the
company this far certainly cannot be counted out to see through its
vision to the next generation. It would be a nice boost to see a new,
array of Iridium satellites in the sky, no matter what form they take.
Now, if they could only watch out for those pesky old Russian
satellites floating around....

By lan Fichtenbaum
Near Earth LLC




NEAR,
EAP\T

LLC

SPECIALISTS IN SATELLITE, MEDIA AND TELECOM INVESTMENT BANKING

IMPORTANT DISCLOSURES AND INFORMATION ABOUT THE USE OF THIS
DOCUMENT:

Near Earth, LLC ("Near Earth") has published this report solely for informational
purposes. The report is aimed at institutional investors and investment professionals,
and satellite, media and telecom industry professionals. This report is not to be
construed as a recommendation or solicitation to buy or sell securities. The report was
written without regard for the investment objectives, financial situation, or particular
needs of any specific recipient, and it should not be regarded by recipients as a
substitute for the exercise of their own judgment. The content contained herein is based
on information obtained from sources believed to be reliable, but is not guaranteed as
being accurate, nor is it a complete statement or summary of any of the markets or
developments mentioned.

The authors of this report are employees of Near Earth, LLC, which is a member of
FINRA. The opinions expressed in this report accurately reflect the personal views of the
authors but do not necessarily reflect the opinions of Near Earth itself or its other
officers, directors, or employees.

The portions of this report produced by non-Near Earth employees are provided simply
as an accommodation to readers. Near Earth is under no obligation to confirm the
accuracy of statements written by others and reproduced within this report.

Near Earth and/or its directors, officers and employees may have, or have had, interests
in the securities or other investment opportunities related to the companies or industries
discussed herein. Employees and/or directors of Near Earth may serve or have served
as officers or directors of companies mentioned in the report. Near Earth does, and
seeks to do, business with companies mentioned in this report. As a result, Near Earth
may have conflicts of interest that could affect the objectivity of this report.

This report is subject to change without notice and Near Earth assumes no responsibility
to update or keep current the information contained herein.

Near Earth accepts no liability whatsoever for any loss or damage of any kind arising out
of the use of all or any part of this report.

No part of this report may be reproduced or distributed in any manner, via the Internet or
otherwise, without the specific written permission of Near Earth. Near Earth accepts no
liability whatsoever for the actions of third parties in this respect.



