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Hughes Electronics reported solid first quarter financial results on April 15
following strong pre-announced DIRECTV subscribar results on March 21.
Since its management shake-up, the company has delivered three successive
quarters of dramatic turnaround improvement at DIRECTV on nearly every
operating metric.

• For the company's core DIRECTV U.S. business, on an owned-and·
operated basis, first quarter results were as follows: net subscriber
additions of 350,000 (up over 20'% year·over-year), subscriber churn of
1.6% per month (versus 1.8% in the prior year), subscriber acquisition
costs of $520 per gross addition (versus $535 in the prior year), total
revenue of $1.466 billion (up 10.7% year-aver-year driven by a 3% decline
in ARPU to $56.701. and operating cash flow (EBITDA) of $85 million (up
70% from $50 million in the prior year).

• Management slightly raised its full year guidance at DIRECTV U.S., while
lowering guidance at DIRECTV Latin America. For DIRECTV U.S.
management raised its full year subscriber net addition guidance from 1.0
1.2 million (including net additions from franchisees NRTC/Pegasus) to 1.2
million on an owned-and-operated basis (excluding NRTC/Pegasus).
Further, the company raised its revenue guidance for DIRECTV U.S. from
$6.0-$6.2 billion to approximately $6.2 billion, while usually in contrast to
higher subscriber forecasts, management maintained the lower end of its
EBITDA guidance of $525-$575 million. Meanwhile, at DIRECTV Latin
America the company lowered guidance for revenue by $125 million and
for EBITDA by $100 million to reflect the impact of the devaluation of the
Argentinean peso.

• We view Hughes/DIRECTV's current valuation as attractive. With
reinforcing evidence of improvements in DIRECTV's operating
performance following recent management changes, we view Hughes
Electronics IGMHI as having an improving downside case under a failed
merger scenario, while offering a significant takeout premium under a
successful merger with EchoStar (given a current 22% arbitrage spread
discount).
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Viewpoint
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Hughes Electronics
reported first quarter
revenue of $2.04 billion,

representing B 7.7%
increase over the prior

year

In its core DIRECTV
operations. the
company preBnnounced
very strong first quarter
subscriber numbers

Operating cash flow
(EBITDA) of$85 million
in the first quarter was

up 70% from the prior
year

Hughes Electronics reponed solid first quarter financial results on April 15
following strong preannounced DIRECTV subscriber results on March 21.
Since its management shake-up, the company has now delivered three
successive quarters of dramatic turnaround improvement at DIRECTV on
nearly every operating metric.

Consolidated Results-On a consolidated basis, the company reported first
quarter revenue of $2.04 billion, representing a 7.7% increase over the prior
year. Operating cash flow (EBITDAI for the quarter was $134.2 million
(including both a one-time gain of $95 million related to a favorable lawsuit
resolution and a charge of $56 million due to losses associated with a
contract dispute) compared to $113.2 million in the prior year first quaner.
Management reiterated its full year 2002 consolidated revenue and EBITDA
guidance of $9.0-$9.2 billion and $750-$850 million, respectively, although
modest revisions were outlined for the DIRECTV U.S. and Latin America
operating divisions, as discussed below. The company also reaffirmed its
cash requirements for the full year of $1.5-$1.7 billion. For the second quaner,
the company introduced consolidated revenue and EBITDA guidance of $2.1~

$2.2 billion and $80-$110 million, respectively.

DIRECTV U.S.-For its core DIRECTV operations, the company preannounced
on March 21 very strong first quaner subscriber numbers of Hat least"
325,000 net additions, up from original guidance of 200,000-250,000, while
actually reponing 342,000 net additions. On an owned-and-operated (0&01
basis, which excludes the weakening results of DIRECTV's franchisees
NRTC/Pegasus, net additions were 350,000, which was up 21% from the prior
year figure of 289,000 net adds. This represented the first quarter of a year
over-year gain of 20%-plus since the third quaner of 2000, by our estimates.
Results were boosted by continuing strong gross demand, as on an 0&0
basis gross additions increased 7% to 764,000, while continued tight churn
management resulted in a reduction to 1.6% per month in the quarter, versus
1.8% in the prior year.

Subscriber acquisition costs of $520 per gross addition (not including $10 for
advanced set-top boxes and $5 for leased equipment) fell for the first time in
several years, by our estimates, reflecting the favorable effects of churn and
management's successful efforts to reverse previously rising manufacturing
subsidies. Total DIRECTV U.S. revenue of $1.466 billion rose 10.7% year-aver
year, as subscriber growth was slightly offset by a 3% decline in ARPU to
$56.70 from $58.50 in the prior year, resulting from a decline of pay-per-view
and premium revenue and the absence of rate increases.

Operating cash flow (EBITDA) of 585 million in the first quaner was up 70%
from S50 million in the prior year and within management's previous
guidance of $80-$100 million, despite the upside surprise in subscriber
growth. Overall, new initiatives implemented by new DIRECTV management
in the second quaner of last year, including an overhaul of sales end
distribution practices ·(including a requirement for a 12-month service
commitment that has been applied to over 90% of new subscribers), cost-
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A successful merger
with EchoStar offers a
significant takeout
premium for GMH
shares

68

cutting efforts and a crackdown on piracy, appear to be having a sustainable
effect.

Management slightly raised its full year guidance at DIRECTV U.S.
Specifically, the company raised its full year subscriber net addition guidance
from 1.0-1.2 million (including roughly 100,000 net additions from franchisees
NRTC/Pegasus) to 1.2 million on an owned-and-operated basis lexcluding
NRTCIPegasus). Further, the company raised its revenue guidance for
DIRECTV U.S. from $6.0-$6.2 billion to approximately $6.2 billion, while
usually in contrast to higher subscriber forecasts, management maintained
the lower end of its EBITDA guidance of $525·$575 million.

Valuationllnvestment Outlook-We view Hughes/DIRECTV's current
valuation as attractive. With reinforcing evidence of improvements in
DIRECTV's operating performance following recent management changes, we
view Hughes Electronics IGMHI as having an improving downside case under
a failed merger scenario. while offering a significant takeout premium under a
successful merger with EchoStar (given a current 22% arbitrage spread
discount). Our target price for Hughes of 536.50 per share is based on
applying the proposed merger exchange ratio of .73 DISH shares per GMH
share to our EchoStar target price of S50 per share, prompting us to reiterate
our Buy rating on GMH shares.
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First Quarter 2002 Review

Consolidated Results

Deutsche B.nk [ZJ

Operating cash flow
/EBITDAI for the quarter
increased 18.6% to
$134.2 million

Demand for DIRECTV
remains extremely
strong

Overall, Hughes reported consolidated first quarter revenue growth of 7.7% to
$2.04 billion. slightly ahead of our estimate of 6.6% growth to $2.02 billion.
Operating cash flow IEBITDAl for the quarter increased 18.6% to $134.2
million, which includes multiple one·time gains and charges. These include: a
one-time gain of $95 million related to the success of Hughes lawsuit filed
against NASA; a $56 million charge related to the contract dispute with
General Electric Capital Corporation; a 56 million charge related to reductions
in staff at Hughes Network Systems; and a $32 million charge at DIRECTV
Latin America related to the devaluation of the Argentinean peso. Excluding
the net unusual EBITDA gain in the first quarter of $1 million, EBITDA
increased 17.7% to $133.2 million, ahead of our estimate of $121.1 million.

Management reiterated its full year 2002 consolidated revenue and EBITDA
guidance of $9.0-$9,2 billion and $750-$850 million, respectively. The
company also reaffirmed its cash requirements for the full year of $1.5-$1.7
billion. The company introduced second quarter 2002 revenue and EBITDA
guidance of $2.1-$2.2 billion and $80-$110 million, respectively. Our second
quarter revenue and EBITDA estimates are $2.17 billion and $98 million,
respectively.

DIRECTV

DIRECTV reported a strong 342,000 first quarter net additions, inclusive of its
owned and operated subscribers as well as its NRTC franchisees lied by
Pegasus), significantly ahead of our estimate and the company's March 21
preannouncement of "at least 325,000". Comparatively, the company added
340,000 in the first quarter of last year, representing f1attish growth year-over
year. However, stripping out the results of the NRTC (which DIRECTV
estimates lost 8,000 subscribers during the quarter), DIRECTV added 350,000
net subscribers, 21% ahead of the 289,000 reported for last year. These strong
results were driven by record first quarter gross additions of 764.000 versus
716,000 last year and monthly churn of only 1.6%. versus 1.8% last year.

Demand for DIRECTV, and satellite television in general, remains extremely
strong. Earlier this year, the company simplified its programming packages
and now offers a very competitive package vis-a-vis digital cable (and even
analog cable). The "Total Choice Plus· package is priced at $39.99 and offers
130 channels of programming plus local channels. This compares to the
standard basic cable package of 60-70 channels for $40 per month and
standard digital cable package that offers 150-200 channels for $45-$55 per
month. In addition, retailers are often buying down the consumer offer by 550
so that a one-box DIRECTV system can now be obtained for free and a two
box system costs only $49 (contingent on the customer making a 12-month
service commitmentl. For the second quarter, DIRECTV anticipates adding
225,000-250,000 owned and operated subscribers and 1.2 million for the full
year, which is an increase from the company's previous guidance of 1.0-1.2
million, inclusive of NRTC franchises. We currently estimate the company will
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DIRECTV reported tota'
revenue of $1.47 billion
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add 245,000 subscribers in the second quaner and 1.2 million subscribers for
2002 on an 0&0 basis.

Local channels continue to significantly enhance the consumer-selling
proposition, with the bulk of new subscribers continuing to come from the
country's largest urban markets where it offers local service. Management
indicated that about 70% of its gross additions are coming from the 41
markets where it offers local programming, and within these local markets
70% of new subscribers choose the local programming package. (Thus,
approximately 50% of new subscribers are taking local programming when
blended across the company's total gross additions).

OIRECTV reponed total revenue of $1.47 billion, in line with our $1.43 billion
estimate. ARPU was $56.70 per month during the quaner, down 3.1% from
$58.50 in the first quaner of last year due to weakness in both the premium
and pay·per-view categories. Management does not anticipate significant
ARPU increases during the year and is forecasting full year ARPU of $57-$58
per month. For the fuJI year, company guidance is for total revenue of $6.2
billion, which is up from its previous estimate of 56.0-56.2 million.

Pre-marking ClJsh flow margins were 39% in the first quaner versus 38% last
year, largely the result of the company's cost-cutting initiatives that were
implemented staning in the second quaner of last year. Pre-marketing cash
flow margins are expected to remain relatively flat throughout 2002, as cost
savings from the company's reorganization efforts are offset by increased
programming costs.

Reported basic subscriber acquisitions costs (SAC) for the first quarter were
$520 per gross addition, versus $560 in the founh quaner and $535 in the first
quaner of last year. In addition, the company reponed an additional $10 per
gross addition, or an estimated $7.6 million, related to the sales of advanced
set-top boxes. For 2002, we estimate basic subscriber SAC to average $525
per gross addition with an additional $12 per gross addition for advanced set
top boxes.

The company reponed $85 million in EBfTDA (after funher subtracting
approximately $80 million in dealer residuals, retention marketing, and
existing subscriber upgrade costs), in line with guidance of $80-$100 million,
despite better-than-expected subscriber growth, and slightly ahead our
estimate of $82.3 million.

The percentage of leased subscribers continues to be small, representing
only 10% of its direct sales channel, which itself only accounts for 10% of the
company's sales. With an average of 2.5 boxes per leased household, the
company capitalizes approximately $600 per new leased household, which
also includes the capitalization of installation costs. We estimate that the
company capitalized $4.6 million, or approximately $6 per total gross addition
during the quarter.
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DIRECTV Latin America

Deutsche Senk IZI

DIRECTV Latin America
lOLA) added 32,000 net
new subscribers in
1002

Growth in the
subscriber base was
oHsetbythe
devaluation of the
Argentinean and
Brazilian currencies

Management revised its
2002 guidance to
account for the currency
devaluation

Revenues at HNS
declined 2.2% ylllJr·
over-year to S242.8
million

DIRECTV Latin America lOLA) added 32,000 net new subscribers in the first
quarter, below our estimate and company guidance of 40,000. This was
despite lower subscriber churn, which has steadily declined from an all·time
high of 3.8% per month in the first quarter of 2001 to 3.2% in the just
completed quarter, though this was higher than the company's expectation
and our estimate of 2.5%. The company stated that it expects churn to decline
during the rest of the year to bring the average for 2002 to its previously
stated objective of 2.5%. Starting in March 2001, DLA introduced new
promotions that incorporate higher upfront consumer costs, credit checks for
all new subscribers, incentives for credit card payments, and incentives for
dealers relating to lower churn.

Total DLA revenue was flat year-aver-year at $165 million, well below our
estimate of $196 million and company guidance of $190 million as growth in
the subscriber base was offset by the devaluation of the Argentinean and
Brazilian currencies. Specifically, the Argentinean peso to U.S. dollar
exchange rate was 1.7 in January and is now 2.7, and the company expects
this to rise to 5 by the end of year. The company's operating cash flow
IEBITDA) loss expanded to $61 million from $44 million last year, though $32
million of this expansion was the result of the devaluation of the Argentinean
peso. Excluding this, the EBITDA loss narrowed to $29 million, which
compares to our estimate and company guidance of a loss of $20 million due
to the company's churn management initiatives as well as reduced marketing
and administrative costs. On the conference call, management stated it would
raise prices by 14% in April and would most likely raise prices again in May,
compared to rate inc-'eases~of SOIo·100/0 for the local multichannel industry,
given that approximately 80% of its programming expenses are dollar·
denominated.

For full year 2002, management revised its guidance to account for the
currency devaluation. The company now expects DIRECTV Latin America to
gain 150,000-200,000 net additions, revenue of $800-$850 million and an
EBITDA loss of $100 million, while we have reduced our estimates to 150,000
net additions, revenue of $784 million and an EBITDA loss of $185 million.
The company also issued second quarter guidance, incorporating the
currency devaluation, net additions of 30,000, revenue of $225-$250 million,
and an EBITDA loss of $95 million. We expect net additions in the second
quarter of 30,000, revenue of $234 million and an EBITDA loss of $95 million.

Hughes Network Systems (HNS)

Revenues at HNS declined 2.2% year-aver-year to $242.8 million in the first
quarter, slightly below our estimate of a 0.5% increase to $249.5 million but
within company guidance of $225-$250 million. The operating cash flow
(EBITDA) loss for the quarter was $33.1 million, in line with our EBITDA loss
estimate of $32 million and company guidance of a loss of $30-$40 million.
This includes a $6 million one-time charge related to staffing reductions,
while SPACEWAY generated $6 million in EBITDA losses.
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DIRECTV set·top
revenue grew 33% to
$68 million

72

Revenue growth was driven largely by increased DIRECTV set·top box
shipments with the company shipping 430,000 units during the Quarter
versus 252,000 last year. This drove revenue growth of 33% to S68 million in
DIRECTV set·top revenue, compared to our estimate of $79 million. Also
driving revenue growth was a net gain of 10,000 subscribers at DIRECWAY
(HNS' two·way high speed data platform, formerly known as DirecPCl,
bringing the total DIRECWAY subscriber base to 111,000, up from 62,000 in
the prior year period, and driving an 8.1% increase in Satellite Broadband
revenue to $133 million, exactly in line with our estimates. Operating cash
flow for the set·top division was $3 million, slightly ahead of estimate of $2.4
million, compared to ary $8 million loss in the prior year period, while the
EBITDA loss for the Satellite Broadband division was $19 million, better than
our estimate of $21 million.

Offsetting these revenue gains was a 45.3% decline to $41 million in revenue
at the Carrier division, though this was greater than our expectation of a
49.3% decline to $38 million. This decline was expected, resulting from the
effective completion of the XM Satellite and Thuraya Satellite contracts over
the last year. Operating cash flow for the Carrier division declined to a loss of
$2 million in the first quarter from $4 million in the year·ago period.

Management reiterated its guidance for full year 2002 HNS results, indicating
revenue of $1.3·$1.4 billion and an EBITDA loss of $50·$75 million. The
company expects the Satellite Broadband segment to be EBITDA breakeven
for the year, with gains from the company's traditional Enterprise VSAT
business being offset by the new consumer DIRECWAY two-way service.
DIRECWAY anticipates adding between 100,000 and 200,000 net subscribers
during the year. In addition, the company issued second quarter guidance for
HNS that calls for revenue of $250·$270 million and an EBITDA loss of $25·
$35 million. Our second quarter estimates call for $257 million in revenue and
an EBITDA loss of $26 million.

PanAmSat

PanAmSat released its first quarter results on April 12, reporting operating
lease revenue of $201.4 million, inclusive of a $6.4 million early termination
fee resulting from a customer with financial difficulties. Excluding this item,
total revenue would have been $195.0 million, versus our estimate of $195.5
million, implying a 2.3% year-over-year decrease. Total revenue, which
includes $5.8 million of interest from the company's sales·type leases, was
$207.1 million (or $200.7 million excluding the one·time item).

At the end of the quarter, the company's satellite transponder utilization rate
was 70%, equal to that at the end of 2001. Revenue backlog decreased slightly
to $5.72 billion versus $5.84 billion during the quarter, as PanAmSat's
approximate $200 million Quarterly revenue and a $35 million reduction
related to the early termination was only partially offset by new bookings.
Pricing continues to hold up well in North America, where PanAmSat has a
large presence, particularly in its cable neighborhoods. However, the
company continues to see weakness in the Latin American and Pacific Rim
markets.

us Satellite Communications

._.__..•._-------------------------------



May 8, 2002 Deutsche Bank Securities Inc:. Deutsche Bank (ZJ

Expenses related to the
company's ongoing
operations continued to
show improvement

Management reaffirmed
its 2002 guidance

Expenses related to the company's ongoing operations continued to show
improvement with operating expenses now on a $220 million per year run
rate. down from $237 million in the first quarter of last year, as
management's back-to-basics strategy has taken hold. PanAmSat employee
headcount is now at 700, down from 870 at its peak last year. During the first
quarter, the PanAmSat recognized several one-time items that in aggregate
offset reported expenses by $8.9 million in a net gain. These items include a
$11.2 million expense for facilities restructuring, a $40.1 million gain related
to its PAS-7 insurance claim, a 518.7 million loss on conversion of a sales
type lease to an operating lease, and $1.3 million in severance costs. In
addition, bad debt expenses for the first quarter totaled $10.0 million versus
$5.9 million in the first quarter of last year.

EBITOA margins, adjusting for the termination fee and one-time expenses
would have been 67.6%, down from 68.2% last year. However, if one holds
bad debt expenses flat at last year's rate, margins would have shown
improvement to 69.4%, in line with the company's target of 70%.

The company introduced second quarter guidance and reaffirmed its 2002
guidance. For the second quarter, management anticipates operating lease
revenues of $193-$203 million, total revenue of $198-$208 million, EBITDA of
$141-$150 million and EPS of $O.10-S0:13. For the full year, the company
anticipates total revenue of S790-S825 million, which is flat to slightly down,
no new outright sales or sales-type leases, and expanding EBITDA margins to
at least 70%. Driving the margin expansion are the company's cost
containment efforts, which began in the second half of 2001 and include a
$25-$30 million reduction in operating expenses, driven by the reduction in
employee headcount and a less ambitious rollout of the company's Webcast
Services (formerly NET-36l. PanAmSat also reiterated its full year earnings
guidance of $0.35-S0.45 per share. For 2002, we estimate total revenue of
S815 million, which implies a year-over-year decline of 6.4%, and EBITDA of
$584 million, which implies a 1.0% increase, with margins expansion to 71.7%
from 66.7%.
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... 1,>00

~-~~" '" '" ..7 ..,
.1:~~1,"o..r.noe Yr.1 Vt 2fI,3" -204" -10,1% "" -12,4% "'" 2U% -17.1' 0.1% -13.0'" -12,.... ·12,ft ·14,1'llo

auw.-,225II. , :1.2mi1ian 411
Corwlll1llons ,Ott- 921 (370) 0 11<13) 0 (513) 0 0 0 0 0 0 0 0 0 0 0

lEnd ~ Period 0&0 SubIettIM 1,18' 7,800 7,0J(} ',050 1,- ,,- ',790 9,035 9,320 9.... 9,'" 10,<198 11,2"5 1U96 12,"63 12,950 13,_
'·~oes~(11 .,... '... ',no ','" UQ ',"" tlA1f1 ..... _,132 .,W _.on "... lOAn 11,670 12.179 12,1Oll 1),1!11

INATe F~hIHs

IBegirilg of Period SuttwIl:IlII1; 1,414 1,7<19 "OJ(} ',"" 1,810 1,14' 1,,",,, 1,110 1,180 ',800 ',000 ',830 1.!l91 1.9"5 1,991 2.032 2,011
End of Perlod Subsa1ben 1,732 ',800 ',"" 1,810 ',000 ',000 t,no 1,180 1,0J(} ',830 U30 1,!l91 1,9"5 1,991 2,032 2,011 .....
.~NRTCF_Sub_. ',,," 1.115 0,770 ,... '... ',1134 1.n4 1.115 ',"" 1.tl15 l.189 1.1111 1,llt1 ',,," 2,011 2.lMfI 2,1llI1

InIIllNll Net AddItIons " .. 3D .. '" (" " 20 30 " .. 53 .. " 35 ..
,

1:-:Beglnnlng of Period SubsI:7Ibets ',,", 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
End of Period Subscribers 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0.._.~t~

'" 0 0 0 0 0 , 0 , , , , , • , , 0
1'12000 _ ... .......,... acIju11ed 10...,..... pending 1IIJbIo-"-"

Source: Deutsche Bank Securities estimates and company information
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I I J "21 DIRECTV- OISf'ounted Cash FlolN Valuation
[-, , I I u'"'j

2002E 2003E 2004E 2005E 2006E 2007E 2008E

Operating Cash Flow (EBITDA) $527.2 $1,089.4 $1,618.0 $2,041,6 $2,371.4 $2,641,7 $2,905,5

Satellite Capital Expenditures (335,0) (175,0) (160,0) 1'60,0) 1'50,01 1
'
50,0) 1'50,01

Capitalized SAC 128.9) (152.7) (352.3) 1454,8) 1478,3) (493.4) 1501.9)

Corporate and Other Capital Expenditures (120.0) (128.4) (137,4) (147.0) (157,3) (168,3) (180.1)

Unlevered Free Cash Flow $43,2 $633.3 $968.3 $1.290.1 $1.585.8 $1.830.0 $2.073,5

2002 PV of FCF discounted at 10.0% $575,8 $800,3 $969,3 $1,083,1 $1,138,3 $1,170.4

2003 PV of FCF discounted at 10.0% 880.3 1,066,2 1.191.4 1.249.9 1,287,5
2004 PV of FCF discounted at 10.0% 1,172.8 1,310.6 1.374.9 1,416.2

Terminal Value@ 11.0x EBITDA I$31,960,0 I
• SUbsaiber Muttij)le 52.391
• Free Cash Flow Multiple 19.511:

Sum of Free Cash Flow at PV $5,735.1 $5,675,3 $5,274,5

Plus: Terminal Value (10.0% discount rate) 18,040,8 19,844.6 21,829,1
Total Enterprise Value 523,775.7 525,519,9 $27,103,8

• EV I DIREClV 0&0 Subsaiber 52,466 $2,431 $2,410
• EV I DBS EBITDA 45.111: 23.411: 16.811:

Source: Deutsche Bank Securities estimates and company information
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teMt,., IQO'. 3QOtA ..... 2OG'. la02A ..." 3Q02E 'QOlE 2oo2E ..... ,.... lOOSE ,.... 2007IE 200IIE ..... 20tOlE I IS
Beginning OJ PBrlodSubllcrib.ri

.. ---
1,305 1,'08 1.'31 1.497 1.305 1.610 1.6'2 1,672 1,107 1.810 1.760 2,010 2.335 2.735 3.235 3.165 ',385 •.960

Gran AddMions '" '" '" '" '" '" '" '" '" '" '" ." 1,0'2 1,23\ 1.380 1,531 1,601 1,656
·e..... v'.'.,. 316,. '" -18.5'1(, ·11 ..... .1.6% 268% !6'1l. ·18'll. 20]"" 126'l. 5" 17.1% 186' 181''110 111'llo 11.0'1\. '"' '"Olsconnecrs (156) "'ll) (lOg, (117) (522) (156) lUg} (131) (1301 (572) (5091 (5681 (642) (7311 (830) (931) (1,026) (1, tOO)
• Monlh" C~"m J,n, '"

,.. 25% 3.0'11. 32% 3.0'll. 11'llo 25'll. 2.6'll. 2.3' 2.2" 2.'" '" l.O'II. 1.9'llo ,.. '"Nel Addltiorls '" " " '" '" 32 ~~ 35 " ". ". '" ..'" "'. '''' "'" '" '"• Chen.. Y, IY, ·38' ·15 2% _H.8'llo ·n.l'1l. _39 ''Il. _66.3'l1. 20.0 H.O'llo 511%

~". U" lllO'llo HI'll. 2~ O'll. lOll'll. 9,!'llo .,. 4.1 ...

lEnd or Period Su,",criben '..... 1,431 t,'17 1,110 1,110 f,U2
';~5~ \ 1;~6~

1,760 1,760 \ :r.o10 2,315 2.735 3,235 3,78' .,315 '.- ,,'I~I
• ...~...-g.SUb._ I,J5lI 1.• 19 1.013. 1,55-t 1.••1 1.626 u,u un 1.815 2,113 1,5:15 VIliS Ul0 •.0115 •.In 5,235

5'1 I
0.""""', x.. '411 " 0_: 1501o-2OlJI<'./1S1ll2)

Revenue IP,og,e",mlng $1.6.• $1532 $1537 $183,1 $616. SU83 $2138 $11113 $116.1 $700'2 $191.1 $919,0 $1,0199 $1.2806 $1.516,3 $1.7770 $2.0.66 $2,30R 6
• R....."".I ..>1I, S<Jb 1M""lh U8,00 13800 135,00 US 00 U5.• ft 13000 InOll Inon UHlll Sl500 Sl800 13515 U8'1(1 U5,I5 13800 11#1,15 118,'1(1 IJII18

"' O'he, (80. RenUt11 AcU"llk1n Plymflnl8) ". 218 03 229 1106 18,1 199 203 208 19,6 ..., 111,1 1301 1536 1812 211,5 2.26 272,8 ~
m .R._...... , ..>1I SubIUon'" $.,!511 1511 $1I1,n $.91 1ll.31 IH3 ~oo ~oo 1.,00 13.96 IHS 1•.Zf1 U26 1429 «,30 lUI SOJ 1414 •
" Tol_ R.....nll. $115.0 1175.0 $201.0 1111.0 1721.0 1115.0 U3~~1117.5 $111.' 1113 • 11.1. $1,030.1 11,210,0 11,434.2 11."7,5 11,"'.5 11.289.2 11,511.] ..
~ .... C~"O. 'fr 1'f, .u.. U4.. 41,1" 10,1" 3.,4" 0,0" 335 -3,1" 82'110 ". •f'\- I~:~ I~:~~ I~~~~ ~:: I~:~: ~~'~ s:~~~ I:~:: ~
()

- R......... , ....9. Sub 1M""", UO!5ll 141 12 $<ISH IJ99! «1 e. U383 141,00 uroo U8,00 'M.
~

0 Guidance: $215-250 "'~, ,.11S102)
....._:

m•. ,4115,~m
3 Ope'ellng E.pen...

3 Programming (513 2) (176.8) 1S169} (181.6) 11301,2) ($13.2) (11389) (1836) (1814) ($384,1) ($3959) ($4531) 11524.8) (lftI34) 11715.7) ($826,3) (19313) ($1.0412) ..C, • ... 01 p.......""""'g R•••n... 50,0" SCI.O'll. SO,O'll. 5(1,0% 50,0% 5(10' 85,0% 50,0% 511,0% 8018' 80.0'" 403'" ".8%- HM\, 41.2'11i .85'11i 45,8% 451%

~n T'llnspondll' Leasel8roldclIst Cente' (3201 (320) (320) (320) (1280) {3201 (320) {3201 (320) (128,0) (1318) (135,8) (1399) (11411 (1464) (1528) (1574) (162 I)g SG&A (.0,81 (61,0) (56 3) 123,2) {111,3) (7I1) (113,8) (53.2) {31.7l 1279,.) {22201 f236.9) {242.D' (258.2) (2n6) {298.31 1320,51 (33561
,

, • 'llo 01 T01.1 R~..n... 2U'll. 'u.I'll. 28.ll'lIo 12.5'1l. 2.9% 45.1'" 4ft1'll. 2U'll. 19.1% 35.8% 25.0110 13.0... ro~ 18.0'" 18.0% 15.0110 140... 130%

• Tot.' O,eretln, hpen"l 11148.0) IUII.II (1115.11 1$138.11 (1111.51 (1111." 1128-&·'1 (1111.81 (1151.1. I$7tU, 117••.•' 1"25.1' tllDe.TlI$I,OtS." ($1,135.71 (11,277.41 111,.tS.21 111,531.'1
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• ... cto·noe'f'I'f' 1441 ... 3•. 1'1l. 1191.1% 140.5% 214.1 ... ·H81", ·10422% ·41." ·191%- ·1011'110 ·18815... 41,M\, 414% M~ ~" ro" 219'" 193""1
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E _pensed SAC 1$630) ISlO,·1 '1<12,8) ($562) (I2ll25l ($461) (I<I3,9) (Sl2,1) (,.U) {IHUl 1$185.9) (I2189) (15255,31 ($3015) 1S338.0) ($315,2) {$3923} (140581

• Groa S"'C I Grnto ~<kl $2.~ 12.5 .~, 12.5 1245 12.5 $2.5 $2.5 $2.5 $2.5 .... .... 1248 $2.5 1245 12.5 $2.5 12.5
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To'el OtA SAC ($141.4) ($901) (SM.3) ($128.21 (U551 (11035) fl9611 ($92.'1
f'.:~~:
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OepfllCllllon llId ""'Ol1lzalkln 1580) (fiS.O) (45.4) (400)1 (208.3) (4301 (45.01 (47,0) (49.0) fl84.01 (lM.9) (210.71 (225.4) (241 2) (2581) (276.11 (2955) (3111.1) I
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~•

2002E 2003E 2004E 200SE 2006E 2001E 2008E 2009E 2010E

I I~Operating Cash Flow (EBITOA) ($164.1) (541.8) ($14.5) 548.0 $111.0 $223.8 $335.9 5481.7 $636.7

Capital Expenditures (100.0) (75.0) (75.0) (75.0) (75.0) (75.0) (75.0) (75.0) (75.0)

Capitalized Installation (39.7) (41.7) (49.1) (57.3) (67.7) (75.9) (64.2) (88.1) (91.1)

Capitalized Equipment (114.3) (115.6) (197.7) (220.2) (247.8) (264.0) (277.7) (274.3) (267.1)

Unlevered Fr.e C••h Flow (5498.6) ($340.1) ($336.4) ($304.5) ($213.4) (5191.1) (5101.1) $44.3 5203.6

:iiI I 2002 PVofFCF drscounted at 12.5% (302.3) (265.8) (213.8) (110.7) (106.1) (49.8) 19.4 79.3 li'
2003 PV of FeF dtscounted at 12.5% (299.0) (240.6) (192.0) (119.3) (56.1) 21.8 89.3

~2004 PV of FCF discounted at 12.5% (270.6) (216.1) (134.2) (63.1) 24.6 100.4

~ Terminal Value@ 1'.0x EBITDA I 57,0041 I •..
~ •

~
n Sum of Free Cash Flow al PV ($1,009.8) ($795.9) (5559.0)

~0
3 Plus: Terminal Value (12.5% discount rate) 2,729.8 3,071.1 3,454.9
3

Talai Enterprise Value $1.720.0 $2,275.1 $2.895.9 ..
0

i~ • EV I Subscriber $977 $1,132 $1,240g • EV I Pre-Marketing Cash Flow (221.9x) 16.5)( 14.2x
0- Less: DLA Debt (911.6) (1.286.5) (1.6645)

Less: SurFin Minority Interest (25%) (59.7) (72.1) (83.3)

Less: SurFin Debt (75%) (429.5) (429.5) (429.5)

Net Asset Value 5319,3 5487,1 $718.6

GMH Interest 74.7% 74.7% 74.7%

GMH Anributed Net Asset Value $238,5 $363.8 $536.8

I
Source: Deutsche Bank Securities estimates and company information
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Ftc~,'p27 Hughes Network Svstems--ProJected Operating Model

" "
, ' ' ~"

1C10,. 2ClO1. "'<A ...,. "',. '''''''' "".. ..... ..... "'.. ..... --R....nue I
Er>l~e $111,0 Sl3f' ': $145.0 $166.0 "'" $117,6 $1:H!,0 $153,7 $176,0 sse5.5 $614.6 $645,5

• , C'-'lIe V••_V_ 0.", U • 10.7~ 3,1"" 5.3~ .'" ,.~ .~ .~ U~ ,~ 5,0'

DtRECWAY Consumer 15,3 ". $7,6 .., $264 $10.2 $11.5 $13,7 $11.2 $62' 51060 5192,4
,,,,,c_v__v., - 2511I0.0"" -~

'17,7"" ~n ,u"'" 71.4,. ,,~ ,,~ M .•" '0'.5,. ",5"
• SUllKn~B (Oooi " " " '" '" '" ". ,y "" ro' ~, '"• ...__S_

Y " " " " ,~ ,ro '" '" '" '" ~,

. ",.,,,,,,,.,,,,,, " " " .. " " " ~ ~

J.:'~ '"
,.,

• Il............ J ...>g,SubJ_ "'.00 "'.00 132.00 132.00 ,,~ $32.00 ","" m,oo "'00 "'" "'.00 "'00
DIRECWAY Consume, EOUlpmen1 56.7 514.6 ... ,,, $33.6 1$,0 .., 515.0 521.$ 5SO,0 567,$ 5lilOO

·5J"'......G,""" ,." 5'.2" 1336 ~~ "9 "'"
.,.,

"'" "'"
.,., ..~ "'"Salell~e B'aaoDanc $123,0 $159.0 $1570 5'1S3.0 S622.0 $133.0 $156.0 51824 $21.,7 -, 57M.2 5827.9

_: '00Il·200~1""~)

C."",r 5750 $mO $97.0 "" $33e.o 541.0 '30.0 ,,0.0 ,,0.0 $171,0 $126,3 $102.6
• .... C'*'!l"v••...,.V_ '02.7% 3U% SOU" ·10.31l. :1.2.5" .,~ -67.'~ ....5.. "'7'" ...g,.... -25.1"'" ""..

S.1.Top Box•• 551,0 $73.0 '", $157,0 5367,0 .." 569,8 $100.6 $124.0 5362.5 $325,2 $2806
.,. C.....-.oev••...,.v., ·7'.5" -!Ill." .'" ~.~ ~~ n~ -45,. ,,,. ·2'-O'll, ·1.21l. -'0.3'" ·13,8%
·7.""_15 (000) '" '" .. ". .." ." ... ..,

"" ,."., ,,., ,...
·S,'T.......... ,,~ S177 $172 "" .", "y "y ..., "" "y "M .'~• % DIa'lge V...·lO-V., ....% ".3,. ~'"

,.~ ~.. -21."'- ·12.3'Ilo -i,'" .."."" .1."", .~ ·5.0"

5Dl1ceW.~ $00 50.0 500 SO, SO, SO, $0.0 SO, SO, SO, SO, SO,
·%C~V__V.' - - - - - - - - - - - -

0_ ($0.8) 50,2 1$0,3) (SO.3) (51.2) SO, SO., SO., $0.0 SO., SO, SO.,

ITOhl R.....nu. "... "'" &33ll.7 ....·'1 $1,325.1
12:':;~ 4~,~~ "',. 'HU $1,222.4 $1.2".7 51,3~1~1

• or. ClI&nQe ~••_V..r ·3',"'" .",1." '9.8'" ".n. •.~ .,.", ·10.n. .1."" ,~

E81TD....
~: 52$G-st70mM. ." _:I'.~I'AIoo'-""5oG2I

Enlerpnse $12.0 $16,0 "" $21.6 569.6 $14.7 $17.3 $19.2 "" 173.2 $76.1 "'".,. c'*"""V.......V., ro.~ ..",,, 0.0" ,.~ 203'1/0 ,,,. ,... ·3,.... ,.~ '''' ,.~ ,~

'EBIT[l,Il,~ '0.8% ,1.8% 13.8" n.ll'Ilo '2.•" 12." 12.5'J, '2.S'll. 12,5'110 '2S'll. '2.5% 12,5'"
OIRECW....V (260) (370) (36.0) 1-43.6) (146.6) f33.7) ..., (21.0) (16.0) (100.7) (85.01 (30.0)

Satelli1e Broadbllnd ($16,0) ($21,0) 1518.0) ($22.0) ($77.0) (519.0) ISl0.1} 1S1.8) ".0 (52Hi) $11.8 ...,.,
Came, .., $2.0 $7.0 $9.0 ",., 112.0) lSU) (51.5) '" (12.5) '" '"• % C""'''lle V..._V_ _.86.7% ·125.0,.

·13 ''''' ·55.0% ·3U'll. ·'SO.O'll. ·\15.0% ·\21.4% ·n.2'11, ·1'1.4'" -22131l. ""...
• EBIT[l,Il,-VO~ 53% 2,9' '''' g..... ... •.~ -S~ ·HI% ,~ •• 5% 2.S~ 2.5"

5.I_Top BolUtS (58.0) (55.0) ($4.0) .., ($9.0) $3,0 $0.0 $3.0 .. , $1.1 $114 ...
• %C,*"""v..-oo-v.., ·'2• .2" ·'27,8% ,.,~ _,N.1l'llo ·1:19.1'" ·'37.S~ ·1oo.0'Il. ·115 .... 0,''11, ·25l!,5% ·19.2"1lr _13,'%
'E~TDA "-'9"' ·157% ... 8% "'7% 5'''' ... U~ ,~ 8,S'll. ,~ 3.5% 3.5%

: fl.t5M11l51mll.I'/151C21
S~.Wa~ (55.0) (57.01 (56.0)

($7'~1
($25.0) (S6,0} ($10.0) ($130\ ($20.0) (549.0) ($100.0) ($125.0)

.,. Chenge V••_V.., 861% '33,3" 200,0% ~.~ '9" ro~ .2."' 1111,7" '85,7'11, ..~ 'Ool,'" ,,~

""'., (513.3: 155,8) 151,6) ($21) ($2UI) ($9.0) ($.,0) ($4,0) 154.0) (121,0 ($18.0) ($15.0)

rOhl EBlTDA (S3I.3~ (536.1) {S2U)
(~~~~I

(S11Ul (533.0) (UI.3) (S17.3) (....I 'MU '"1.11 (1"';1'%ChengeV_V_ ·32lI.cno "7OO,ll'O ·2:M,MI. - -13.8" )'~'" ·23.''11, ·n~ ." ... -'8.0'"
'6BITDA-~", ·15,." ·12.2% .'" .,~ ..." -'HI% ·10.2'llo .'" ·2.,. ·7.ll'Ilo _U~ ·U~

_lI251.(S351 ...... 14l15/112) G.......: ISSOH51!1 ION. 14115/112)
Oepreaaloon and Amortizalion (1•.3) (197) (12,5} (13.5) (11M (1e.o) (l6.3) (16.5) (19.0) (73,11 Cft,O) (84.Sl
Openling Lo.. 1552,6) 1$56,5: 1$351: t$27.6) ($171.6) t$51.0) ($44.11) ($35.8) (12U) ($1SUI fl170.51 ($18U)

Source. Deutsche Bank Securities est/mates and company mformatlon
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0-19 If·· 7H Hughes Network Systems-Sum-of-the-Parts ValuatIOn
I J -.> I r ~1-.>

""- -.-.. lIIu...... ...... ......-.. 1,*",,*11_

1De12£ ,- - -" _" - - 10031 - -" - - - - -E",__
SMl5S $Ii' •.! ""55 $73.2 $16,6 "" 11l.lb; 10.0> 10,0> $731.9 ._. SIOU ...... 01 UlfD,o.

0-", '71.0 '28.3 ,,,, ,~ :,u. ,~ (2.5) "
,. 111,0 "" 10:2.6 _11M 01 "-'"

s,.,·lgp8o>c "" "" 280,8 1,0. ,~ ,~ ' •. 1 11.4 •• "'. "" 210.8 MullIMatA_
DIAECW,",V ". 106.0 ",. (100.7) (65.01 130.0) ,." "'-'

.15.3 __,

S",",CEW,",V " " 0' l·g,O) I'DeI.OI (125.0) 707.' "" ....60.!ro'_'
~~, "' '"

,., '21.01 11&0) (150),-, S1.172. SI.17•.2 S1,221.3 ISIS.O' 11916\ 1$78.81 12,2i2.! $2.$3IiI.3 $2.601l:

Source Deutsche Bank Securities estimares and company informarion
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;;:
•~

'"N
'000. 1Q01A 2Q01A JQ01A 'Q01A 2001A 1Q02A 2002E 3OO2E ..OGZE 2oo2E ,..'E ''''E 2005E I d3

R.v.nue '" •Operallng leases, Salelille Services and Oltler $780.3 $199.5 $202,9 $202.0 $197.7 $802.2 $201.4 ";98,3 $199.0 $196.0 $79<1.6 S822,4 S859.4 $902.4
• % Change Y"If·to-Veer -0.9% -OJ'll. 53% 59% 05% 211% 09% .2.3% .15% ·0.9% -09% 3.5% 45% 50%

Outright Sales and Sales Type leases 243.3 5.7 5.3 51.0 5' 67.9 58 5.0 5.0 5.0 208 20,0 20.0 2{)0
• % ChllngltV_.Il>.Y"lIf !l!'i29% .9( 2"- -959% 491.5% -31% .121% 00. -55% -90 2% -156% -694% ·37% 00% 00%
• '" of Tollll R....enllll 23,11% 2,11"- 2,5% 20.1% 2,9% 7,8% 2.8% 2.5% 2.5% 25% ," '"

,,. 22%
Total Revenu. $1,023.1 520U $201.2 1253.0 S203.7 $8701 S20:9~ :2~23f~ $204.0 $201.0 1115.4

10<. '''~;~ A79.4 $922.'
• '" Cha~Ve.·lD-V",. "',. .314% ·354% 269% 0,4% 150% ·194% -13% ." •Guld_l:e: $198-$208 m~_ 4/12102 Guldenu: S790-S825mU (4112102)

M.mo: Quld..,ee: S20<1-S214 mi. ,4"2102j

5640~
Quld.ne.: $815-$860 mN. (41l1/02)

iii I I Conver1ed lease MeIne 5626.0 5211.0 52130 5213,0 5209,0 5646.0 $213.0 5209.6 $210.3 $2073 5867.9 5904.9 5941.9 li'.,.. Ch.nge V.....\o-Vea' ·06% 00% 34% 49% 0,5% 2.2% 0,9% ·1.6% _1.3% -08% -07% 33% 43% 4.7'l1.
• Operlliing Lees" $7603 SI995 $2029 S2020 $197.7 $8022 $2014 $1963 $199.0 SI96.0 $79-46 S8224 S8S94 S9024

~• S.... 80d SlIIes Type Leases $477 $11.5 $10 t $110 SIf 3 $438 $11,6 Sl13 $11.3 Sl13 5-455 $455 '455 '455

'" Baeklog (billion) 56,0 $6,2 56,0 $5.9 $5,8 $5.8 $5.7 ...... ..... ...... if•;; Ulilizallon 72.0% 660% 680% 680% 700% 70,0% 700% ..... ...... ..
~ •

COlli .nd Expen••• ~
n DlreclOperating (5149.1} (537.5) (543.5) ($33.4) ($38.5) ($152.9) ($32.5) (533.0) (533.2) ($33,5) (5132.2) (5137.3) (5141,8) ($144.4) i0
3 ." Cllenge Y_·lo-Ye.. «,0" 175% 179% .170% -53% 21% -13,3'" ·242% .(18% .130% ·13 5... ". ,,. 18%
3 • ", of Operlliing Len, R_ue 19.2% 111.8% 214% 16.5% 19.5% 19.1% 16.1'" 1615'" 15,7'" 171% 16S% 16.7'" 165% 150% ..0 Seiling. General and AdminiSlrative (97.5) (21.7) (30.3) (33.6) (24.5) (116.1) (32.5) (25.0) (25.3) (25.5) (106.3) (106.9) (107.4) (108.3)

i0 .", Clleno- V",·lo-Y,. 346% 31.9% 293% 425% -16.7% 192% 172'" -174% ·248% '0% ·68% .13% OS. 08.e
S • ", of Ope'lIl1og Le•• Revenue 12,5"- 13.9% 14.9% 16,6% 12,4% 145% 16,1% 12&"- 127% 13,0'" 13.6... 130% 125% 120"4 ,
6 Cost of Oulrighl Sales and Sales Type leases ($85.8) 00 0.0 (12.8) 0.0 (12.8) 0.0 0.0 0.0 00 00 00 0.0 0.0
0 ." of Sales Type Lease Revenlle 35.3% 00% 00%

2~6~~ ~,0% \~8% 0.0% 0,0% 00% 0.0% 0,0% 00% 00% 00%
" 0''''' 3' 00 00 1.3 8.2 8.' 00 0.0 00 8. 00 0.0 0.0

Total Co••, .nd Expen... ($329.6) (565.2) (573.6) (see.7) (564.4) (5290.0) (5::;~ ($5B.0) ($58.5) (559.0) ($231.6) ($244.3) ($249,2) ($252.7)
." 01 Toilli Revenue 322% 318% 354% 34.3% 316% 33.3 28.5% 287% 194% 284% 290% 263-.. 274

dIInee: $570-$500 mN 4112/0
Tolal 0JMr.Unt Clift Flow (EBITDA) SSlM.O

S~:i~ S~::i~ S1::1~ "~';~ S~4~ S15718~ .145•.'! .1,U.S .14if.0 »83.1 .511.1 Ri30.2 .....1

:~~=:~ve..
121% --7~.I'" .125'110 19'110 06'110 ,.. 50. 8,.
67,8"- 66.2'" 64.6'110 65,7% 68,4% 68.1... 12.9'" 1.5," 71.3% 708... 71.8% 710% 717% 728"'-

·70.
~''''' ·70 ,

Depredation and AmCN1izalion 1$337.5 ($98.91 ($101.n ,$104.1) 1$110.011 1S414.1 ""0, .."" (S"8' (195.0 ($377.9 $388.9 $399. 410.9'
Operellng 'ncome $356.6 $41.2 532.7 $62.2 $29.3 $165.3 $57.1 7' $51.0 $50.' $47.0 $205.9 $209.3 $230.3 $258.9........: S90 go mi. 4112102 Ouldll~: (1300)-($3501 ml 41121021
Othlr Income I (Expen.e)
interest Expenle. Net ($128,2) ($32.3) ($27.5) ($27.6) ($23.7) ($111.2) ($25.7) ($31.6) (533.2) ($32,8) ($1233) ($133.4) ($118,2) (510tl3)
Other Income I (E.pense) 0.0 00 0.0 0.0 00 0.0 0.0 0.0 0.0 00 0.0 0.0 0.0 0.0
Income a.fors T.... end Min. Int.rsst $228.4 $8.8 $5.2 $34,5 $5.6 $54.2 $31.3 $19.4 $17.7 $14.2 $82.8 $75.9 $112.2 $158.5

Income Ta. EKPense ($102.8) ($3,8) ($2.3) ($15,0) ($2.4) ($23.6) ($7.8) ($4.8) (54.4) 1$3,6) ($20.6) (S19.0) (S28,0) ($39.8)
• 'It. Efteclive T.. Rale 45.0% 43.5% 435% 43.S"'- 43.S," 435% 25.0% 25.0% 25.0% 250% 250% 25.0% 25.0"4 25.0%

N,llncome $125.6 $5.0 $2.9 $19.5 $3.2 $30.8 523.5 $14.5 $13.2 510.7 561.9 $56' 584.1 5118,9

Edraordinary l!em $0.0 $0.0 10.0 10.0 10.0 10.0 (S2.5\ 100 10.0 10.0 (125 100 10.0 100
N.Ilncom. AppllClbte 10 Common 5125,6 55.0 S2.9 $19.5 S3.2 $30.8 $21.0 $14.5 $13,2 510.7 559.4 55a9 $841 $118.9

C
A".~e Cornmon Shlr.. 149.5 149.7 1498 149.8 149.9 149.8 149.9 149.9 149.9 149.9 149,9 149.9 149.9 149.9 •

Guldllnce: SO.10·SO 13 4/12102 , 45 412 S
Earning_ Per Shltr. SO.... $0.03 $0.02 $0.13 ".8'.1 18.20.J. $0.14 I~ ..... $0.07 S0.40 10.38 ..... .7t ~

~•
Source. Deutsche Bank SecuritIes Inc. estImates and company mformat/on
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2000' 10014 2OO1A 3001" 4Q01A :Z0014 10024 2002£ 3OO2E ..,.,. 2002E 2003. 2OO4E 2005E ..•Net Income $125.6 SSO $2.9 $19.5 53.2 $30.6 $21.0 $14.5 $13,2 :1110,7 :1159.4 $56.9 $84 1 $118,9
,
~

Gross Profit on Sales and sales-type leases (136.4) 00 00 (32.7) 00 (32.7) 00 0.0 00 0.0 00 00 0.0 00

lSIDepreciation and Amortization 337.5 989 101.7 104.1 1100 414,7 940 943 946 950 377.9 3889 399 9 410.9
Deferred Income T8l1eS 73,2 11.6 '0 10.0 (12.8) 10.8 68 4.8 4.4 36 19,6 19,0 280 396
Amort. Of Debt Issuance Costs 8.1 15 15 15 16 6.1 2.1 15 15 15 66 60 6.0 6.0
Change in Wattling Capital 160 (5.8) (32) 70,6 33,9 95,5 (15) 50 SO SO 135 200 200 20.0
00", (32 59 72 (413) 43.5 15,3 2.3 0.0 0.0 0.0 2.3 00 0.0 00
C••h Flow From Oper.tlons $4187 SI17.1 '112,2 $131.8 $179.3 $540,4 $124.7 $120.2 $1188 $115.7 $479,3 $4907 $538.0 $595.4

~I I satellite capital Expenditures ($393,5) ($57.9) ($87.7) ($76.6) ($92.6) ($314,9) ($68,6) ($110.0) ($73,01 ($57.0) ($308.6) (S200.0) ($200.0) ($2000) li'CapitaMzfld Interest /56.1 /93; /6.5; (J.61 13.9 123.3 f541 11001 '801 (80 (31.4 /2001 /20 01 120.01

~Total Capital EllpendilUtes ($449,6) ($67.2) ($94.2) ($80.2) $96.5 $338.2 74.0) ($120.0
$~O

$65.0 .. ~340.0) ($220.~ ('m.O) f1220.0)

'" GuldII~: $11 $140 mi. r- , I. ~,~ Gukl8"C:e: 1$210) m~. 10k I ii ... • ... .. •. 18. at•~
00 00 00 1.761.6 0.0 0.0 0.0 1,7616 00 00 0.0

il
n Deb! Issuance 0.0 00 00

i0 Repayment of Debt (56,4) (21.2) 00 00 00 (21.2) (1,771.5) 0.0 00 00 (t,771.5) (200.0) (60.0) (357.0)3 Repayment of Incentive Obligation (6.8) (2.0) (2.0) (2,4) (2,3) (8.7) (2.3) (2.3) (2,3) (23) (9,2) (10.0) (to,O) (tOO)3
Insurance Proceeds 0.0 t32.4 00 00 00 132.4 173.7 41.3 0.0 0.0 215,0 0.0 00 00 ..0

i~ 01"" 234.7 22.8 2.6 1.3 3.7 30.5 /28.0) 0.0 00 00 (28.0 0.0 0.0 0.0
g aat8nce Avallabte 140.6 t81,9 18.5 $50.5 $84.2 $335.1 ...!!84.2 $39.2 ...!.355 $48.4 ..!.307.2 ~7 $248.0 ~4
0
~

Source' Deutsche Bank Securities Inc. estimates and company mformatlon
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'"~0_.
1Q01A 2001. 3OO1A "QU1A 2001. 1Q02A 2Q02E 3QO" 4Q02E ..... 2003. 2004. '005' I 1

2
Long Tenn Debt
6% Note! Due 2003 ($2000) ($200.0) ($200.0) ($ZOllOj ($200.0) (S200,O) ($200.0) ($200.0) ($200,0) ($2000) ($200,0) $00 $00 $0,0
6 118% Notes Doe 2005 (215.0) (275.0) (275.0) (275,0) (215.0) (27S0) (2750) (275,Oj (275.0) (2750) (215 OJ (2150) (2750) 00
6318% Notes Due 2008 (150,O) (150,0) (150.0) (1500) (150,0) (150,0) (150,0) (150,0) (15ClO) (1500) (lS00) (150 0) (1500) (150.0)

6 7/8% Notes Due 2028 (1250) (1250) (1250) f12S.0) {125m (1250) (1250) (1250) (1250) (125,Oj (1250) (125O) (1250) (1250)
8 1/2% Senior Noles due 2/1112 00 00 00 00 0.0 0.0 (BOO.O) (800.0) (800.0) {8000J (BO(IOl (BOllO) (BOO.O) {BOO 0)

leon loan A (UBOR +3%) 00 00 00 00 00 00 (3000) (300.0) (300,0) (300,0) (3000) (30Il0) (240.0) (165.0)
TennlO8l1 B (liBOR +3.5%) 00 00 00 00 0.0 0.0 (700.0) (700.0) (70Il.O) (7000) (700.0) (7000) (7000) (6930)

5'1 1
Galaxy IlIA Noles 67.8 146.5\ 46.51 "". 146.5 /46.5 0.0 0.0 0.0 00 00 00 0.0 00 :rTolallong Tenn Debt (S817,8) ($796,5) ($796.5) ($796.54) ($796,5) ($796,5) ($2,550,0) ($2.550_0) ($2,5500) ($2,55/l0) {$2,55O,Oj ($2,350 0) ($2,291)0) ($1,9JJO)
Cash Interest EJq)ense (492) (12.1) (12.1) (121) (12.1) (48.4) (22,7) (44,6) (44,6) (4-46) 1156.5) (1725) (1647) (152,01 ~

'" Due 10 MlII.tee (Hugheelnil'reompany Losn) im

" Beginning of Period ($1,7972) ($1.725,0) ($1.725,0) ($1,725.0) ($1,7250) ($1,725,0) ($1,725.0) $00 $0.0 $0.0 ($1,7250) $00 $00 $00 ..•
~ End of Period (1,7250) (1,725.0) (1,7250) (1.125,0) 11,725,0) (1,725.0) 0.0 0.0 0.0 0.0 0.0 0.0 00 00 ~
n - Average Subordlntlled Merge, Oebt 11.IllM,l) 11.125,O) (1,725.0) (1,125.0) (1,125.0) (1,7250) /862.5) 00 00 00 (2156) 00 00 00

"0 -lnternlRale 75% 73% '0% 25% 23"- -U'f. 2.0% 0,0'110 00% 0,0% ...-- 00% 00% 00%

~3 Inleresl (128.5) (31.5) (30.2) (10.8) (10.0) (82.4) (7.2) 0.0 00 0.0 172} 00 0.0 00
3 ..c

C.eh and C.eh Equivalents i~g Beginning of Period $1173 $129,3 $290.1 $308.6 $359,1 $129.3 $443.3 1655.9 $695.1 $730,5 $443,3 $7789 $839.6 $1,087,7 •End of Period 1293 2901 308.' 359.1 4433 443.3 655.9 695.1 730.5 778.9 7789 839.6 1,087.7 1,0960

" oAver. Cash 1044 .., 2903 333,8 4012 3110 549,6 675.5 712.ll 7547 673.1 000' 963,6 1,0918- - Imere$! Rat" '" 4.3% 4.3% 43% 44% 43% 2.5'" 4.3% 43% 43% ""' 4,0"" .., '0%
Inleresllncome •• 2.3 3.2 3.' ... 13.5 3.' 7.3 7.7 '.1 26' 32,4 38.5 43.7

Toial Beginning of Period Debl, Net ($2,554,0) ($2,413,4) ($2,231,5) ($2.212,9) ($2,162,5) ($2,413,4) ($2,078.3) ($1,894.1) ($1,854.9) ($1,819,5) ($2,078,3) ($1,771.1) ($1,510.4) ($1,202.3)
ToIal End of Period Debt, Net (2,413.4) (2,231.5) (2,212.9i (2,162.5) (2,078.3) (2,078.3) (1,894.1) '1l,854.9i '(1,819.5) '(1,771.1 (1,771.1) (1,510.4) (1,202.3) (837.0:

Debt IUlI.nee COltl
BegInr1ilg of Period 163 11.3 10.1 8.8 7.' 11.3 8.3 '.1 38 2.8 83

1

1.3 00 0.0.- 00 00 00 00 00 0.0 00 00 00 '.0 " 00 00 "olnleresl BfTlortlzallon (50) {l3j (13) (t3) 1131 (!i,O) (1,31 (1,3) (13) (1,3) (501 (1,3) 00 00

End of Period 11.3 10.1 8.8 7.' '.3 '3 '.1 3.8 2.' 1.3 1.3 0.0 0.0 0.0

Boollln..... Expen..:
C8sh Inleresl Expense ($177.8) ($43,6) ($42.3) ($22.9) ($22.0) ($13O,8) ($29.9) ($44.6) ($44,6) ($44,6) ($1637) ($112,5) ($164.7) {$1520)
LlltSs: Amortization of Debt Issuance Costs (5.0) fl.3) (13) (1.3) (1.3) (5.0) (1.3) (1.3) (1.3) (1,3) (5,0) (1.3) 0.0 00
Plus: Interest tncome 88 2.3 3.2 3.8 •• 13,5 3.' 7.3 2.7 " 26.' 32' 38. 43.7
Plus: Capitalized Intel1lsl 561 93 " 3.' 3.9 23,3 ••• 10.0 80 .0 31.4 200 200 20.0

"""" /83 10 8.2 /1071 /88 (12.2 /3.41 /3.01 /3.01 f3.0 1;2.4 /12.01 /12.01 112.0'
Towl Book Interest Expen.., Net 1$128.2) ($32.3) ($27.5) ($27.6) ($23.7) 1$111.2) ~.7) ($31.6) ~3.2) 1$32.8) ($123.3) ($133.4) J!!18.2) ($100~

II

Source: Deutsche Bank Securities Inc. estimates and company information
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Deutsche Benk [ZJ Oeutse:he Bank Securm. Inc.

f ~~ '( 3'") PanAmSat~lscounted Cash Flow Valuation
I,)'): ,~' d 1...J~ " J I r: I I ..,1

MayS- 2002

84

2002E 2003E 2004E 200SE

Free Cash Flow 139.3 270.7 318.0 375.4

Plus: Cash Interest Expense 183.7 172.5 164.7 152.0

Less: Tax Credit (57.3) (60.4) (57.6) (53.2)
Unlevered Free Cash Flow 245.7 382.8 425.1 474.2

2002 PV of FCF discounted at 9.5% $349.8 $354.5 $361.2
2003 PV of FCF discounted at 9.5% 388.2 395.5
2004 PV of FCF discounted at 9.5% 433.0
Terminal Value @ 8.0x EBITDA $5.357.7 I

Sum of Free Cash Flow at PV $1.066.3 $783.7 $433.0
Add: Terminal Value (11% discount rate) 4.080.7 4,468.3 4.892.8
Total Value $5,146.0 $5,252.0 $5,325.9

Less: End of Year Debt. Net (1,771.1) (1,510.4) (1,202.3)
Plus: Option Proceeds 3.1 3.1 3.1
Net Asset Value $3,378.0 $3,744.8 $4,126.7

Primary Shares Outstanding 149.9 149.9 149.9

Options 0.1 0.1 0.1
Fully Diluted Shares Outstanding 150.0 150.0 150.0

Private Market Value Per Share $22,51 $24,96 $27.50

Target Discount to Net Asset Value 0.0% 0.0% 0.0%

Target Price Per Share $22,51 $24,96 $27,50

Closing Price on : 5(1102 $23.41 $23.41 $23.41
Upside to Target Price Per Share -3.8% 6.6% 17.5%

Memo:
GMH Shares 120.8 120.8 120.8
GMH Attributed Net Asset Value $2,720 $3,015 $3,323
GMH Attributed Public Mari(et Value $2,828 $2,828 $2,828

Source: Deutsche Bank Securities Inc. estimates and comlJ8ny information

us SatellIte CommunicatIons
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f n HI: 3, Hughes Electronics---ProJected Consolidated Operating Model
I [) ,,' , r: ,
, - 'D'" """

_. ..... .... ..... ... ..... ..... - - ---Qomes'oc DlRECTV $4.683.0 i 1'1<>' 0 n:M50 513113.0 51.511.0 55,5!O,0 5U•.0 11.503.1 11.5Q7 51701,3 16.2217 1 57.016' 57.•.6
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ou-., OTH em.-.I / DlRECTV_ •• •• " •• 11.0 3.' •.. 17.0 '"
,.. '" "!,S ~7e
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In:~
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IS::

150.0) 150.0) 1201.7) 1200.0) (20001.",,,,,__
,~ '" '" ,~ 'A ,~ '" ,~ " ,~ ,~
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~ICDlRECTV S15.2.0 .... "'. (121,0) "'. S111O.0 "'. S122.1 $131.2 511101 50171.2 S1.•,' SU1,.0
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'''E9'''0A~ ·31.1.. ~" ~~ .:u" .,.,... ·'.A ~~ ." .,JflI, ,~ .,," .~ .""
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'I,jljrl- 3G Hughes Electronics -Sum-of the-Parts Valuation
r[ j 1 d ...... "' r',

Per Sha,. Valuation

2002E 2003E ...... 2002E 2003' ,.... Methodology

Domestic DIRECTV $23.775.7 $25,519.9 $27.103.6 $16.84 $18.08 $19.20 DCF AnalysiS

Hughes Network Systems (HNS) 2,292.8 2.539.3 2.600.2 1,62 1.80 1.84 Multiple Analysis

PanAmSat (81%) 2.857.2 2.857.2 2.857.2 2.02 2.02 2.02 Public Market

DIRECTV Latin America 238.5 363.8 536.8 0.17 0.26 0,38 OCF Analysis

Subtotal $29,164.2 $31,210.2 $33,097.1 m.1I $22.16 $23."

Less: DIRECTV, HNS and Corporate Deb!, Net ($140.1) ($468.0) ($345.0) ($0.10) (SO.33) (SO.241)
Plus: Note Receivable from PanAmSat 0.0 0.0 0.0 0.00 0.00 0.00
Plus: Public Investments 634.3 692.7 757.0 0.45 0.•9 0.54 Public Market

Plus: Option Proceeds 3n.4 372.• 372.4 $0.26 $0.26 $0.26
GMH Nel As..t V~ue 530,030.7 $31,877.3 533,112.1 $21.21 $22." $24.00

GM Class H Shares 1,301.2 1,301.2 1,301.2
AQL 6.25% Convertible 80.0 80.0 80,0
Options 30.3 303 30.3
Fully Diluted GMH Shares Outstanding 1.411.5 1,411.5 1.411.5

Private Mark.- Value Per sna,. $21.28 $22.58 $24.00

Discount to Private Market Value 0.0% 0.0% 0.0%

Public Mar1let Value per Share $21.28 $22." $24.00

Closing Price on: 5(7102 $14.35 $14.35 $14.35
Upside to Target Price Per Share 48.3% 57.4% 67.3%

Source: Deutsche Bank Securities estimates and company information
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2002E 2003E 2004E

Closmg Price on: 5f7102 $14.35 $14.35 $14.35

Fully Diluted Shares (1) 1,411.5 1.411.5 1,411.5
Total Market Capitalization $20,255.4 $20.255.4 520.255.4

Plus: End of Year DIRECTV Net Debt $140.1 $468.0 $345.0
Less: Option Proceeds (1) (372.4) (3724) (372.4)
Total GMH Enterprise Value $20,023.1 $20,351.1 $20,228.0

Less: Non·DIRECTV Assets at 90% of Private Mal1tet Value

Hughes Network Systems ($2,063.5) ($2,285.3) ($2.340.2)
PanAmSat(81%) (3,142.9) (3,457.2) (3,802.9)
DIREClV Labn America (214.7) (327.4) (483.1)
Public Investments (570.8) (623.4) (681.3)
Implied DIRECTV Enterprise Value $14,031.2 $13,657.7 $12,920.5

Year-End DIRECTV 0&0 Subscribers

Enterprise Value Per Subscriber

DtRECTV Operating Cash Flow (EBITDA)

EBITDA Multiple

Total Company Free Cash Flow

FCF Multiple

9,640 10,498 11,245

$1,.s6 $1,301 $1,149

$527.2 $1,089.4 $1,618.0

26.6X 12.5X 8.0X

($1,835.0) ($442.2) 553,0

Eamings per Share

PIE MUltiple

(50.31) 50.04 50.32

44.9X
(1) Fully Diluted Shares and Option Proceeds include only in-the-money options

Source: Deutsche Bank Securities estimates and company information
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Company Ticker Pric. 15/7/02) Disclosure

EchoStar Communications DISH $25.50 1,2,4,8

Hughes Electronics GMH $14.35 2, 8

PanAmSat SPOT $23.65 1,2

1. Within the past three years Deutsche Bank and/or its affiliatefs) has underwritten, managed

or co·managed a public offering for this company, for which it received fees.

2. Deutsche Bank and/or its affiliate(sl makes a market in securities issued by this company.

3. Deutsche Bank and/or its affiliate(s) acts 8S a corporate broker or sponsor to this company.

4 The author of or an individual who assisted in the preparation of this report (or a member of

hiS/her household) has a direct ownership position in securities issued by this company or

derivatives thereof.

5. An employee of Deutsche Bank and/or its affiliate(s) serves on the board of directors of this

company.

6. Deutsche Bank andlor its affiliate(s) owns an amount of securities issued by this company

that is reportable under the ownership reporting rules of a jurisdiction in which this

company's securities are registered or listed.

7. Deutsche Bank and/or its affiliate!s) may currently be providing, or within the previous 12

months may have provided, investment services or other advice to this company.

8. Please see special footnote below about our current relationship with this company.

Deutsche Bank Securities, Inc. is prOViding investment banking services to EchoStar

Communications Corp. in connection with its pending merger with Hughes Electronics Corp.
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The information and opinions in this repon were prepared by Deutsche Bank AG or one of Its affiliates (collectively -Deutsche Bant-I. This report is
based upon information evailabla to the public. The information herein is believed by Deutsche Bank to be r.liabl. and has been obtained from
sources believed to be reHetHe, but Deutsche Bank makes no representation as to the accuracy or completen... of such information.

Deutsche Bank may be martet mak.... or speeiallas in, act as advisers or lenders to, heve posltiona in and effect transaction. In HCUritills of
companies mentioned herein on a principal or egency basis and also may provide. may hive provided. or mey leek to provide invatrnent banting
services for those companies. In addition, Deutsche Bank or its respective officers, directors. employee benefit Pfogreml end employees hcMd or may
hold long or shon positions in the securities, op\:iolU thereon or other releted financial products of comp,ani. dlscUlMd herein.

Opinions, estimates and projections in this repon constitute the current judgement of the author as of the date of this report. Tiley do not nec...rily
reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bant his no obligation to update. modify or amend this
report or to otherwise notify a ruder thereof in the event thlt any matter stated herein, or any opinion. projection, forec:ast or estimlte Nt fonh
herein, changes or subsequently becomes inKCurate or misleading. Prices and availability of finaneill instruments also are subject to change without
notice. This report is provided for informational purpoees onty. h is not to be construed as an offer to buy or 1811 or e solicitation of an offer to buy or
sell BnV financial in.rumenm or to panlcipata in any paniculer treding strategy in any jurisdiction in which such en offer or aolicltetion would violate
applk:eble lews or reguletions.

B~use this repon has been pr.pared for general circulation. the financial instruments discussed in this report may not be suitable for all inYHtors
end investors mUlt make their own invatment decilions using their own independent advisors IS they believe neceuary and baed upon their
specific financial situations end investment ob)ectives. If a financial instrument is denomineted in a currency other than an inveMor's currency. a
change in exchange rat.. may .c:tversely affect the price or value of. or the income derived from, the financial instrument, and such investor
effectively anum.. currency ri.... In addition, income from an investment mav fluctuate end the price or value of finencill Instrumenta described in
this report. either dirllCtly or indlrllCtly. may lise or fall. Furthermore. pa. parformance is not necessarily indicative of f...ure r.ultl. and should not
therefore form the basis of e decision whether or not to invest in any ~riti8S issued by any comp,any mentioned herein.

Unl... governing law permits otherwiM, all trensactions should be executed through the Deutsche Bank .ntity In the investor's home jurlsdtctlon. In
the U.S. this 'epon is approved and/Or diltrlbuted by Deutsche Bank Securities Inc•• a member of the NYSE. the NASD and SIPC. In the United
Kingdom this report is approved end/or communicated by Deutsche Bank AG london. a member of the london Stock Exchange. In jurisdictions other
than the foregoing this report is distributed by the Deutsche Benk affiliate in the investor's jurisdiction. and interested parties are advised to c:ontae:t
the Deutsche Bank office with which they currently deal. Additional information relative to securiti... other financial products or inuers dlscuued in
this report is availatMI upon requat.

No part of this materiel may be copied or duplicated in any form or by any mealU, or redi.ributed, without Deutsche Bank's priat' written conHnt.
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