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Dishnetwork to Become Market Leader If Merger is Completed,

According to Solomon-Wolff Assuciates; New Survey Findings Show Continued Growth in Use of Satellite
TV

11/06£2001
Business Wire
{Copyright (c) 2001, Business Wire)

MOUNTAIN LAKES, N.J.--(BUSINESS WIRE})--Nov. 6,
2001--Solomon-Wolff Associates, an independent New
Jersey-based market research firm released findings from its latest
semi-annual national on-line survey of consumer communications
services, conducted in July 2001.

The research indicates that the two satellite TV providers, when
combined, will have a market share greater than any cable TV
company. DirecTV (NYSE:GMH) has a share of 14 percent while
Dishnetwork (NASDAQ:DISH) has nine percent share. The
combined market share of 23 percent will exceed the 18 percent
calculated for AT&T Cable, the Cable TV service provider with
the largest market share. (1)

"The use of premium TV service, overall, has not shown much
growth over the past three years, so it appears that Satellite TV has
taken customers directly from cable, rather than expanding the
market,” said S. Joey Wolff, partner, Solomon-Wolff Associates. ”
DirecTV and Dishnetwork together now account for almost one
out of four consumer households, and their shares grow every time
we conduct a new study. Some traditional cable TV compantes
have shown growth. but this seems to be due {0 acquisitions rather
than by gaining users who have not vsed a premium TV service
before.”

In the latest study, 29 percent of satellite television customers
reported they were completely satisfied with their service, as
compared to only 17 percent of cable customers. This suggests that
satellite will continue to be the main growth area among premium
TV services.

"While satisfaction has generally declined for a number of
communications services over the past three years, satisfaction with
premium TV services has actually increased.” said Waolff.
"Dishnetwork has the highest satisfaction level of all premium TV
services, and Cablevision has the highest satisfaction level among
Cable TV companies.”

The semi-annual survey was canducted through Solomon-Wolff's
web site, consumerviews.com in July, 2001. A random sample of
5314 participants from Solomon-Wolff's online database of more
than 250.000 Intermet users completed the survey. The sample of
Interret users was asked questions related to usage, spending and
sauisfaction for local and long distance telephone service. wireless
service, cable/satellite TV | paging, ISP, wireless internet.
computer and interner usage. Solomon-Wolff conducts the survey
twice a year to track trends in personal communications services.
For detailed information on Solomon-Woltt's research study.
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contact Joey Wolft ar (9733 263-1409 or e-mail at
SIWolff@consumerviews.com.

GM Follows Zero-Percent Financing With a Zero-Tax Sale of DirecTV

Allan Sloan

11/06/2001

The Washington Post

FINAL

Page EO3

Copyright 2001, The Washington Post Co. All Rights Reserved

Zero is a big number at General Motors these days. No, I'm not
talking about GM’s zero-interest car loans, the marketing
breakthrough that the rest of the industry followed, sending October
auto sales to record levels. Rather, I'm talking about the amount of
taxes -- zero -- that GM and its shareholders will pay oo their
muitibillion-dollar gains from selling GM’s satellite - broadcasting
business.

This is the kind of deal that shows why the finance and tax staffs are
GM?s biggest moneymakers, hot October auto sales
notwithstanding. The case in point is the $22 billion deal announced
last week, in which EchoStar would in effect buy Hughes
Electronics , the GM subsidiary that owns DirecTV . If the
transaction goes through as planned, it will be a grand finale.
capping several brilliant tax-avoiding deals that GM has done with
Hughes's stock and assets. If you value this deal using EchoStar 's
closing price on Friday, GM and its common shareholders will have
realized around $30 billion, tax-free, from GM's $5 billion purchase
of Hughes in 1985. Holders of GM's H stock, which has an
economic interest in Hughes but no ownership stake, will have
realized an additional $18 billion. The total gain: about $40 billion
after taxes. More than GM has earned by making cars and trucks
since it bought Hughes. (I'm using slightly massaged GM numbers
for this math. You can find details of those deals, as well as a
breakdown of how GM extracts cash in the EchoStar sale. at

www . washingtonpost.com/business.)

Had GM just sold DirecTV for $22 billion and distributed the
after-tax proceeds to its shareholders, the company and its holders
would have forked over more than 33 billion to the [nternal
Revenue Service. But by shuffling lots of papers and creating a
bizarre corporate structure with three classes of common stock
having different voting powers. the IRS gets nothing.

"This 15 the first time someone has used three classes of stock to
avoid the ire of the IRS." says an impressed Robert Willens.
Lehman Brothers™tax expert. "The tax books were stacked as high
as the corned beef in the Carnegie Deli,” quips EchoStar general
counsel David Moskowitz. It’s all perfectly legal, part of the eternal
struggle between tax collectors and corporate-tax masens.

This deal is whats known in the tax trade as a reverse Morris Trust,
To give you the simple version. GM is splitting itself into two fully
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separate companices -- GM and Hughes -- and selling Hughes to
EchoStar in return for EchoStar stock. Because GM, which has a
one-third economic stake in Hughes, is hungry for cash, it has set up
a complicated structure to let it emerge with about $6 billion of cash
and retired debt. Holders of GM Class H stock will have an
ownership stake in a bigger company, as opposed to the somewhat
vague "letter stock” they currently hold. And EchoStar founder
Charles Ergen will retain voting control of the new, bigger
EchoStar even though his ownership stake wiil drop to about 18
percent from its current 50 percent. Pretty slick.

Here's the deal. EchoStar % public shareholders will get A stock,
with one vote per share; chief executive Ergen will get B stock, with
10 votes per share; Hughes shareholders will get C stock, with
between three and four votes a share, the number depending on
things so complicated they make my teeth hurt.

The point of all this stuff? To get the Morris Trust tax break. To
qualify, Hughes holders must have both a majority of the shares in
the new, bigger EchoStar and a majority of the voting power as
well. With this three-tier structure, Ergen will have about 38 percent
of the voting power. That’s more than enough to control the
company, becavse the other shares will be held by thousands of
shareholders.

In one of those wonderful ironies, GM is leaping through all these
hoops to meet the requirements of legislation that Congress passed
in 1997 to close the Morris Trust loophole. The reasen for the
legislation? In 1997, GM had found a way around the previous
requirements and managed to sell Hughess defense business to
Raytheon for $9.5 billien in cash and stock. tax-free. Staying a step
ahead of the tax man is complicated work.

This is the third sizable Morris Trust deal to emerge since August,
when the IRS finally published guidelines about what it takes to
meet the standards of the 1997 legislation. {The others are Plum
Creek's purchase of Georgia Pacifics timberlands and -- giggle --
the I.M. Smucker jelly company’s buying Jif peanut butter.) Watich
for more Morrises, and for Congress to try to close the loophole
again. And for GM to find more ways to get to its favorite number:
ZET0.

Follow-Up: In 1998, T criticized Times Mirror Co.’s tax-dodging $2
billion "non-sale sales” of two subsidiaries. Turns out the deals failed
the IRS smell test. Last month the IRS chief counsel s office issued

a directive instructing its auditors to challenge these deals, disallow
them. and penalize the companies and promoters who did them.
Score one for the taxpayers” forces of good.

ECHOSTAR -HUGHES MERGER FACES TOUGH ANTITRUST REVIEW

11/05/2001
Warren'’s Cable Regulution Monitor
{c] Copyright 2001 Wurren Communications News. Inc. AJl Rights
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Reserved.

There's 50-50 chance DirecTV - EchoStar merger will be

blocked by antitrust regulators, said former Justice Dept. Antitrust
Div. Chief Don Baker. Baker, who worked as staffer 1966-1975,
was appointed antitrust chief by President Ford in 1976, now 15
partner in Baker & Milier antitrust law firm. "Clearly there arc a
couple of different issues,” Baker told us. He and other attorneys
said EchoStar faced uphill regulatory battle, but they said hiring of
anlitrust lawyer David Boies should help, Former DoJ telecom legal
expert Don Russell now is top EchoStar lawyer.

EchoStar finished first in Hughes- DirecTV sweepstakes Oct. 28
when Rupert Murdoch's News Corp. pulled out after 18 months of
negotiations. EchoStar won bidding with offer of $26 billion cash
and stock to create media conglomerate with 16.7 million
subscribers and 80% of satellite TV audience. Boards of GM and
EchoStar approved deal. Hughes shareholders are expected to
approve it in 4-6 months, EchoStar CEO Charles Ergen said. He
will be named CEO of new EchoStar company, which is combined
EchoStar -Hughes entity. It will use DirecTV brand name, he said.
GM said it expected transaction to close in 2nd half of 2002.
Transition team witl consist of Hughes CEQ Jack Shaw, DirecTV
Chmn. Eddy Hartenstein, Ergen and EchoStar Pres. Michael
Dugan.

Meanwhile, FCC Chmn. Powell named interagency team 1o review
EchoStar - DirecTV merger Nov. 1 as compantes began

regulatory process with SEC filing that outlined parameters of deal
and laid groundwork for what's expected 10 be rigorous antitrust
review. FCC Cable Bureau Chief and future head of Media Bureau
Kenneth Ferree will head Commission group that also includes:
Senior Counsel James Bird; FCC Chief Economist David
Sappington; Cable Bureau Assoc. Chief Barbara Espin; Deputy
Chief of Office of Engineering & Technology Julius Knapp; JoAnn
Lucanik of International Bureau Sateltite Div.; Royce Sherlock,
deputy chief. Cable Bureau; Donald Stockdale, economist, Office
of Plans & Policy; Douglas Webbink, economist, International
Bureau. Powell said he tried to include experts on issues involved
and he was "confident” that review would be “thorough, fair and
timely." He said he expected transaction to be “rigorously
scrutinized” by FCC and team to "expedite” review process.

Hughes shareholders will hold 53% of merged company's shares to
keep transaction tax-free. EchoStar will control 4 of 9 board seats
and 36% of stock. GM retains | 1%. Five of board members will

be independent directors. Companies plan to continue to operate
independently until transaction closes. EchoStar also promised to
pay $600 million breakup fee and purchase Hughes subsidiary
PanAmSat if deal fell through. PanAmSat is worth estimated 82.77
billiun. Pegasus Communjcations remains wild card in transaction
and some say it could block deal. Deal also is backed by $5.5
billion in bridge financing, including $2.75 billion that EchoStar has
secured from Deutsche Bank and another $2.75 billion from GM
backed by EchonStar stock from trust owned by Ergen. while
company seeks additional financing from capital markets before
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closing.

Deal means there would be only one major DBS provider in U.S.,
which has caused concern on Capitol Hill, where at least 10
lawmakers have expressed serious reservations about supporting
merger. News Corp., runner-up in Hughes sweepstakes, is
expected to lobby hard against deal, some experts said. "Murdoch
probably doesnt want to make any arguments that they are
separate markets, but that kind of statement may come back to bite
him" in other deals, Baker said: "It%s going to be interesting how he
deals with that problem.”

DolJ, rather than FTC, is likely to handle antitrust review, lawyers
and analysts we talked 1o said. They said definition of merged
companies’ market was key to whether deal was approved. They
said that if satellite industry were viewed as just one multichannel
video competitor in market that included cable, review should go
smoothly, but if regulators determined satellite market was separate
entity, then it probably would be killed. "There will be naysayers,
but I'm confident there will be no regulatory problem,” Ergen said.

Baker said he believed satellite TV was distinct market. He said
concerns about rural markets would play heavily in any decision,
especially if prices were likely to go up 10%-20%. However, he
said be expected EchoStar to argue that new digital cable was
"going to be terrific” for consumers and it now was on same playing
field as DBS , although he didn't agree.

EchoStar "is going to have a tough sell” with regulators, predicted
satellite attorney Philip Spector, who also represents News Corp.:
"In many parts of the country, there are enly one cable and 2
satellite providers.” Deal would reduce that to one DBS and one
cable operator, he said: “You don? have to be an expert in antitrust
regulation 1o see this might create a problem.” Spector also believed
issue was "going to be decided” at DoJ: “FTC handles cable things.
Ef you recall, the last major satellite issue involving News Corp.
transfer of license to PrimeStar was handled by Dol.”

Ergen told analysts he was willing to sign agreement with govt. to
put lid on price increases for subscribers in rura areas. He said
EchoStar might drop opposition to sharing airways with competing
TV and Internet services, as well as antitrust lawsuit against
DirecTV . "We are going to work with regulators 1o eliminate their
concerns,” Ergen said: "I dont see a lot of changes in rural America.
If it isn't good for consumers across the board, then it doesnt make
sense.” He said 2 companies were working on 4-year plan to
integrate resources and technology. He expects to cut $4.5 billion
from combined companies’ annual operating costs after 2 years,
"We can reduce the programming costs and hopefully pass that on
o consumers in the form of lower prices.” Ergen said.

EchoStar acquisition faces “risky antitrust review,” Legg Mason
said. predicting Justice would block deal because it would reduce
DB3S content providers to U.S. homes to only one. Said Legg
Mason analyst Blair Levin: "We are skeptical the Dol or FCC
would be able to craft a workable remedy (approving merger! that
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retains the benefits that a competitve marketplace would have on
pricing. programming and service quality.” Even if combination were
blocked by govt., Levin said, EchoStar would be "in an excellent
position to benefit... by having a weaker competitor during the

period of government review” and it "likely wouldn be significantly
harmed by 2 government rejection.” GM is taking "an extraordinary
gamble” because DirectTV services "are likely 1o continue 1o
deteriorate during the merger review process {with] a major risk

that the government will turn down the bid,” he said.

NCTA spokesman said, "A merged company would have 17
million-plus subscribers and would be larger than any cable
company. It's difficult to predict how antitrust authorities will view a
combination of the 2 largest satellite companies.” Speaking on
condition of anonymity, cable industry official predicted Hughes and
DirecTV would "try to run this as an anticable exercise” and make
cable industry out to be "boogeyman.” Asked if industry leaders
were worried, official acknowledged satellite was "a formidable
competitor” but said industry executives believed that, in long run,
they had better vehicle to deliver multichannel video. voice. data.

Speaking at FCC forum on ownership policies and competition.
Mark Cooper of Consumer Federation of America predicted
merger would be approved in spite of fact that rural subscribers
would be left without choices. However. Bruce Owen of
Economists Inc. said deal could better serve rural communities
because merged company would have to offer those customers
same deals as in cities where competition was tierce. NAB Pres.
Edward Fritts said EchoStar -Hughes merger would "create the
world’s largest monopoly video delivery system” and regulators
should review proposal with "a high level of scrutiny.”

Justice Dept. antitrust official told us clearance process wouldnl
start until parties filed Hart-Scott-Redino application. Del and FTC
will decide which agency will review deal based on which "has most
experience,” official said. That most likely will be DoJ because it has
handled most satellite issues, including PrimeStar deal. official said.
Deputies representing agencies will make determination but no
meetings have taken place yet, he said. Official said there was no
statutory deadline for application: "They can file it any time afier
receiving the letter of intent... Sometimes the companies want to
come in 2nd talk to us before they make their filings.” Official said
Dol or FTC had 30 days to ask for additional information to review
before making decision. Official agreed with EchoStar that entire
process would take 4-6 months.

Deal received mixed reviews from Hiil leaders. House Commerce
Committee Chmn. Tauzin {R-La.) spokesman Ken Johnson said:
“We certainly will be taking a look at it from o competitive
perspective. Obviously our big concern is the impact of having just
one satellite company providing multichannel programming. The
guestion we have to answer is how do we define competition in
todays evolving marketplace?" Johnson said Tauzin and committee
would assess importance of competition within satellite industry and
between satellite and cable industries. He said decision would rest
on whether to "leave consumers with better choices or more
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choices.” decision that also would take into account future of
broadband deployment.

Committee member Rep. Boucher (D-Va.) expressed support for
merger, which he said was "best way” to fulfiil potential of that
satellite industry segment. He predicted regulatory agencies
responsible for reviewing transaction would "recognize the
procompetitive synergics and public interest benefits that attend this
acquisition.” Boucher also said more markets would receive
local-into-local service as result of transaction: "By combining the
DirecTV assets with EchoStar s satellite operations, the merger

wili produce a stronger multichannel video programming distributor
that can compete more vigorously with cable companies and
accelerate the delivery of broadband services to rural markets. The
combination will enable a rationalization of satellite capacity. which
will facilitate the uplink of more local TV stations across the nation.”

House Telecom Subcommittee ranking Democrat Markey (Mass.)
agreed with Boucher's contention that transaction could end
"duplicativeness” in use of sateflite frequencies and could provide
exira space that could be used for local-into-local signals, statfer
said. However. there’s no guarantee that new entity would commit
space for local-into-local purposes, aide said, and Markey also
remained skeptical of assertions that deal would be easily approved
by antitrust regulators. Markey suggested that transaction be placed
under "utmost scrutiny that any regulator can give,” staffer said.

Senate Commerce Committee Chmn. Hollings (D-5.C.) said he
was “troubled” by prospect of 2 of largest satellite providers’
becoming one company: "That kind of consolidation would leave
consumers with few if any choices. Our committee will continue to
look into this and other consolidation matters.” Aide to ranking
committee Republican McCain {Ariz.) said McCain was "looking at
it,” but had no further comment. Communications Subcommitiee
ranking Republican Burns (Mont.} hadn't yet issued statement, but
staffer said he would comment on situation by Tues. morning.
Senate Judiciary Antitrust Subcommittee leaders hadnt commented
by our Mon. deadline. Senate staffer said problems with Senate
phone system Mon. afternoon were preventing some members from
communicating with media on issue.

Proposed DirecTV - EchoStar merger "needs to be seriously
scrutinized,” Senate Communications Subcommittee ranking
Republican Sen. Burns (Mont.) said. If approved by antitrust
regulators, deal would reduce number of major DBS providers to
ane from 2. factor that Burns said should be weighed heavily in
reviews by Dept. of Justice and FCC : "I can say first hand that in
rural states like Montana, we dont have many choices whenit
comes 10 [ TV | service providers. In areas not served by cable.
DBS provides the only multichanoel [ TV ] access for most
customers. This merger could stifle competition and drive up prices
by limiting choices even further.”

Murdach said he was "surprised GM did not share his vision and
enthusiasm”™ fur “one-of-a-kind” global company. He said choice uf
EchaStar "means there will be no choice” for DBS consumers in
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U.S. Foreign satellite analyst said EchoStur -Hughes merger was
"going to leave News Corp. with no obvious entry into the U'S.
market. {t’s a big blow.”

Some analysts believed transaction could help Northpoint in its
efforts to provide broadband services to rural areas. "This merger
caps a long history of anticompetitive conduct by the sate]lite
industry and demonstrates their failure to provide competitive
choices for rural Americans,” Northpoint CEO Sophia Collier said.
FCC "couldn't have foreseen that the free spectrum” it gave to DBS
industry "would come 10 be controlled by a single monopolist,” she
said.

Pegasus Expects Exclusive Rural Sales Rights

11/05/2001
Satellite News
{c} 2001 Phillips Business [nformation, Inc.

Pegasus Communications Corp. [PGTV] Chairman and CEO

Mark Pagon warned Thursday evening that his company’s exclusive
pact to sell DirecTV Inc. services in rural areas must be honored

by EchoStar Communications Corp. [DISH} if the proposed
combination of EchoStar and DitecTV proceeds.

Pagon satd that if EchoStar 5 proposed acquisition of DirecTV
gains required regulatory and shareholder approvals, Pegasus
should retain its rights to provide high-powered DirecTV satellite
television services in the same markets it does now. However,
EchoStar officials noted that their company and Pegasus would
continue to compete in rural markets once the acquisition of
DirecTV is completed.

Without question, a battle is brewing.

The powder keg was set Sunday, Oct. 28, when EchoSar s offer
to buy DirecTV and the rest of Hughes Electronics Corp. was
accepted by General Motors {GM]. Since the combined company
would retain the Direc TV brand name to market its services,
Pagon said his company would remain the exclusive provider of
DirecTV services in the rural markets it now serves.

"We expect the combined company will honor our rights,” Pagan
said. "The burden is really on EchoStar and Hughes to tay our their
plans for their platform. WeTe anxious 1o understand the scope of
the transaction and what they are proposing to do.”

Pagon also made clear during his company’s third quarter earnings
conference call Thursday that he does not expect Pegasus to be
subject to any marketplace limitations that EchoStar or Hughes
may accept 10 win regulatory approval of their transaction. That is
an important point, since EchoStar Chairman and CEQ Charlie
Ergen said during a conference call with analysts Monday that he
would be open to establishing a national pricing structure to ensure
rural competitors do not pay more for services than yrban
subscribers do.
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"People definitely want more choice for broadband and local
channels at the right prices,” Ergen said. "1 think you do that by
nationwide pricing. When you put the synergies together, we are
taking about passing those savings along to consumers. Most of my
consumers want lower prices rather than more programming.”

Pagon’s view is that Pegasus is "not a party” to the merger and that
any consent decree between EchoStar and the Justice Department
would not affect his company.

A merger between EchoStar and Hughes also would make it
possible to offer broadband services and local network signals in
rural America that otherwise may not be feasibie, Ergen said.

The EchoStar - DirecTV deal valued at more than $20 billion
includes only the owned and operated subscribers, said Judianne
Atencio, EchoStar s director of communications. "It does not
include subscribers of the NRTC [National Rural
Telecommunications Cooperative] and its affiliates.” Pegasus is one
of the largest NRTC affiliates.

EchoStar and DirecTV would combine to become the nation's
secand-largest pay television platform to cable TV with more than
6.7 million subscribers, inciuding !.8 million subscribers served by
Pegasus and other NRTC affiliates.

On the financial side. Pegasus reported Thursday that it boosted

net revenues trom satellite TV services during third quarter 2001 by
$47.2 million, or 30 percent, to hit $206.8 million. Restrained
spending helped to cut subscriber acquisition costs $23.2 million, or
42 percent, to $31.9 million in the {atest third quarter, Pegasus
officials said.

Further progress was achieved by trimming subscriber acquisition
costs per gross subscriber addition to $310 in the third quarter of
2001, compared to 3440 during the same period of 2000.

EchoStar - DirecTV Deal Puts Other Units in Limbo

11/05/2001
Satellite News
(¢) 2001 Phillips Business Information, Inc.

EchoStar Communications Corp. [DISH] Chairman and CEQ
Charlie Ergen talked extensively about the synergies that would be
created by combining his company with DirecTV Inc., but he
scarcely mentioned other parts of Hughes Electronics Corp.
[GMH] that he also is acquiring in the dea) announced last week.

Ergen’s plans for satetlite services giant PanAmSat Corp. {SPOT]
and VSAT leader Hughes Network Systems are uncertain. [f
regulators and shareholders approve EchoStar s purchase of
Hughes. PanAm3Sat most likely would be sold off. predicted
Mickey Alpert. a sateHite consulrant who heads Alpert &
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Associates.

Eutelsat and Intelsat are cited as candidates likely to acquire all or
part of PanAmSat, one of the world's largest commercial satellite
operators. PanAmSat officials, however, declined comment on
whether the companys sale could be a result from the EchoStar
-Hughes deal.

HNS briefly entered 1he spotlight during the Oct. 29 conference call
announcing EchoStar s proposed acquisition of Hughes. Ergen
talked about the value of the planned HNS satellite broadband
service, Spaceway. That development-stage venture of HNS could
be kept, but the rest of the company might be sold, Alpert
suggested.

Spaceway would give Ergen a vehicle to expand the scope of
EchoStar beyond satellite TV to include next-generation,
high-speed Internet access. Spaceway is intended 1o provide
broadband-on-demand for businesses, small officehome office
users and consumers.

EchoStar also has stakes in StarBand and WildBlue, a pair of
two-way broadband services aitned a1 consumers. Last July,
EchoStar struck a deal to gain a controlling interest in StarBand.
However, StarBand has failed to meet early subscriber projections
and has run short of money. EchoStar stepped in when StarBand.
backed by fierce HNS competitor Gilat Satellite Networks, fell into
financial straits after its planned initial public stock offering was
withdrawn due 1o slim market interest.

StarBand is a direct competitor to BNS' two-way broadband
service called DirecWay. It remains unclear whether Ergen will
want to keep his interest in the two competing systems.

Spaceway Vice President and General Manager Michael Cook
believe that the ties between HNS and DirecWay are an integral
part of his project.

"Spaceway is a fundamental part of the HNS business and in many
ways cant be distinguished from the rest of the HNS business.”
Cook said. "Spaceway is the next generation of services of what is
offered by DirecWay."

HNS would be a provider of Spaceway termicals and the HNS
distribution channels that have been developed to sell DirecWay
services also could be used. Cook said.

The boards at Hughes and GM previously approved a $1.4 billion
investment in the Spaceway system to complete its development
and deliver the initial spacecraft into orbit. By contrast. Spaceway
has cash-strapped satellite broadband rivals that are scrambling for
financing fsee story. p. 7 of this issue).

"We don't need to seek strategic investment to fulfill our business
plan.” Ceok said. Spaceway has the funding to faunch a regional
service tor North America. but would need additional financing and
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partners to extend its next-generation sateflite broadband service to
Eurupe and Asia.

"The developments of this week dont impact our plans at all.”
Cock said. "The implication of this week is that it looks like we will
be plowing ahead in the context of a larger business and a larger
customer base. The new company [ EchoStar } and management
believe that Spaceway can be an important part of their plans 10
service customers in the future "

EchoStar 's backing of broadband systems also includes WildBlue,
a service now under development that would serve the consumer
market at prices comparable to terrestrial services.

S.G. Cowen satellite analysts issued a report last Friday suggesting
EchoStar s acquisition of Hughes would put the “future of
consumer broadband provider WildBlue into questicn,” since
EchoStar is a backer of that system and others.

Clearly, many questions have been raised by EchoStar s proposed
acquisition of Hughes and few answers have emerged. Virtually all
the satellite broadband systems. especially those backed by
EchoStar , will be affected.

. Financially, EchoStar may need to scale back its commitments in
the broadband arena. It may also have to sell PanAm3Sat for a
return of between $3 billion to 5 billion, analysts said. One reason
is that the price of buying Hughes will be enormous.

The deal is valued at $26.5 billion, including about $2 billion of
Hughes debt, estimated Marc Nabi, a satellite analyst with Merriit
Lynch. Hughes shareholders would receive 0.73 shares of
EchoStar s stock valued at $18.45, or a 20 percent premium over
Hughes stock’s closing price of $15.35 on Oct. 26, he said.

GM’s board members chose EchoStar s sweetened offer late
Sunday, Oct. 28, after News Corp. [NWS] withdrew its proposal
10 acquire Hughes after nearly 18 months of discussions. A
combination of EchoStar and DirecTV , the satellite TV
subsidiary of Hughes, would unite the only two U.S. satetlite TV
providers into one company.

A merger aiso holds the ironic twist that EchoStar , the
second-ranked provider, would buy DirecTV , its larger
competitor. The two companies combine to serve 16.7 million
subscribers. The National Rural Telecommunications Cooperative
(NRTC}, through its affiliation with Pegasus Communications
[PGTV]} and others, has 1.8 million subscribers and the remaining
14.9 million customers would belong to the combined company.

Northpaoint Approaches FCC on DBS Merger

SkyReport 11/6/01

Northpoint Technology. the Washington, D.C.,-based company that wants DBS
spectrum on a shared basis for its controversial witeless technology. is working
the Federal Communications Commissicn about the proposed EchoStar/DirecTV
merger.
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Last week, attorneys for Northpoint contacted Ken Ferree, chief of the FCCs
Cable Services Bureau, about the $25.8 billion merger and Northpoints effor: to
acquire licenses for its wireless technology, according to a filing at the
COMMISSion.

In the FCC filing, Northpoint's attorneys said the company’s ability to offer video
programming and broadband access via its wireless offering “is particularly
important in light of the planned merger between DBS operators Direc TV and
EchoStar, which will reduce the service options available - especially to
consumers in rural areas.”

The filing also touched on the spectrum auction issue. Northpoint reiterated its
stand that a competitive bidding process "would cause unnecessary and harmful
delay in providing service.”

Satellite interests have been vigorously fighting Northpoint and the wireless
spectrum-sharing effort at the FCC. They are concerned wireless technology that
shares DBS spectrum will interfere with satellite signals.

DBS Merger Frets Small Ops

Ted Hearn
Multichanne] News
11/5/2001 6:00:00 PM

Small cable operators fear that the proposed merger between EchaStar Communications Corp. and DirecTV Inc.
will drive up their program-acquisition costs and make them less competitive agatnst the direct-broadcast satellite
giant.

Matt Polka, president of the American Cable Association, predicted that if the DBS merger goes through and the
new company can cut its programming costs, program networks will look to small cable operators to make up the
reveénue.

EchoStar chatrman and CEQ Charlie Ergen himself announced that the new company expects to save $600 million
10 $700 million in annual programming costs. That’s a lot of annual revenue for programmers to lose, especially
now that advertising revenues are way, way down, Polka said in a column to be published in the upcoming issue of
the ACA's magazine.

Polka added: 'I wonder where the programmers will try to make up this difference? Dare I say on the backs of the
customers of competitors, like independent cable”

Last Monday. EchoStar and DirecTV's parent, Hughes Electronics Corp.., agreed to merge in a deal valued at $25.8
billion. The new company. with 16.7 million subscribers, would become the nation’s largest distributor of
multichannel-video programming.

In the column, Polka promised that the ACA would be 'very active’ in Washington. D.C.. when regulators and
Congress start to review the deal.

The association -- which represents 900 operators with 7.5 million subscribers -- was active during the Federal
Communications Commission’s review of America Online Inc.’s merger with Time Warner Inc.

Prior to FCC approval, the companies agreed not to link the sale of their cable networks to small-MSO carriage uf
AOL s high-speed Internet-access service,
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Das 8,287 8,654 11.446 14781 7.5 20,161 2an 24,280 25.980 27,539 2917
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MMDS 1.4% 12% 10% 0.7%)| TIN 0.2°% 0.2% 1% 01% 0.0%] 121
Other 0.1% 03% 0.5% 0.68% 0.8% 1.0% 1.1% 1.2% 1.4% 1.4%) 1.5
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Reiterating Buy After Two Days On The Road With DirecTV

« CS5FB sponsored a two-day non-deal roadshow for Hughes/DirecTV on
Novemper 15-16.

« During the mesetings, investor attention focused primarily on pending
locai-into-local legistation and the potential impact such a law would
have on DirecTV.

« Eddy Hartenstein indicated that “local into local” legislation should al-
mosi certainly become law this year.

« The DirecTV president also provided insight into expected trends in sub
growth, per sub revenues and acquisition costs. DirecTV's NRTC di-
lemma was frequently discussed as well, with Hartenstein consistently
downplaying a potential acquisition of Pegasus.

Price Target Mkt. Value 52-Week

11639 12Month _ Dividend Yield  (Millions) Price Range

USD 81 $100 50 None $35.260 $88-33

Annual Prev. Abs. Rel. EV/ EBITDA/

EPS EPS P/E P/E  EBITDA Share

12/00E (51.25) NA NA $1.80

1299E 0.83) NA NA 1

12/36A 0.68 NA NA 1.76

March June September December FY End

1998E S0.108 (50.231A S(0.13)4 {$0.56) Oec

1998A 0.11 0.14 0.11 0.32

ROIC (12/93E) 2%  Tolal Debt (9/99)} $1.9bit  Book Value/Share (9/98) $27.00

WACC (9/99) 12%  DebUTotal Capital (9/99) 14%  Common Shares 429 mil
EP Trend? Pasitive  Est 5-Yr. EPS Growth Est. 5-Yr. Div. Growth

‘On 11/16/39 DJIA closea at 10.932 ana S&P 500 at 1420
‘Economic orofit trend.

Hughes is a satellite conglomerate. DirecTV is the leading DBS operator in the US.
HSC is the number one commercial mantfacturer of satelfites. Hughes participates in
the FSS arena through its 81% ownership position in PanAmSat, HNS is the fourth
operating unit focusing primarily on satellite based networking.

FAr1ANNMNNNOORS




CREDIT | FIRST
Hughes SUISSE | BOSTON

Investment Summary

CEFB sponsored a two-day non-deal road show for Hughes/DirecTV on Novemn-
ber 15-16. Investor attention focused primarily on pending local-into-local legisia-
tion and the potential impact such a law would have on DirecTV.

Eddy Hartenstein, president of DirecTV, also provided insight into the following
areas:

s At roughly $500, the average per subscriber acquisition cost could be close
to a peak level. Hartenstein strongly hinted that this metric could begin to
trend downward in the second half of 2000, which we believe would have
very positive implications for both the economics of the DirecTV business and
the valuation assigned to the entity.

« The average monthly revenue DirecTV generates from each household
should continue to rise. In 2000, local programming services could provide a
$1.50 boost from the current $58 level. Longer term, new premium tier serv-
ices, interactive data applications, and rate increases shouid also push
monthly revenues steadily higher.

s Hartenstein reiterated his expectation for the DirecTV subscriber base to
reach 9.5-10.0 million by the enag of 2000. Our 2000 estimate for DirecTV
subscribers is currently 9.5 million.

= SBC and Bell Atlantic should each secure 100,000 new DirecTV subscribers
in 2000; our assumptions are considerably more conservative,

* While acknowledging the strategic value of Pegasus to the DirecTV effort,
Hartenstein downplayed a potential acquisition, citing valuation. Hartenstein
maintains that provisions within the DirecTV/NRTC contract feave Pegasus
with littte terminal value. Pegasus and its increasing shareholder base obvi-
ously have a sharply different apinion.

Local-Into-Local Legislation

As widely reported, final approval of proposed “local-into-local” legisiation has
been stowed by a jurisdictional dispute surrounding a $1.25 billion ioan provision
designed to help non-profit organizations deliver local netwark programming in
markets not served by DBS operaters. Specifically, Senate Banking Committee
Chairman Phil Gramm threatened to veto the bill because his committee was not
cansuited on the loan provision,

Despite the controversy, Eddy Hartenstein indicated that “local into local” legisia-
tion should almost certainly become law this year. Hanenstein believes the juns-
dictional issue will likely be rescived by removing the loan guarantee from the bill.
Various media outlets, howaver, have reported that strong oppositicn to Senator
Gramm has emerged in the Senate. which could allow the bill fo win approval
without removing the loan provision. We question Senator Grarnm's efforts to
derait the legislation given that his home state of Texas holds close to 1.2 millian
satellite TV subscribers.

18Ps have also raiseg issue with a provision that would nrevent them from carry-
ng local television statilons. This aispute. however, does not appear to bea
threat to the bl

Locai-Into-Local Services

Di_recTV intends to offer local channel services in the 24 largest US markets, cov-
ering approximately 50% of television househclds. It appears that local pro-
gramming would be introduced in New Yerk and Los Angeles aimost immediateiy

FOR PUBLIC INSPECTION FCC1A000000066
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after President Clinton signed the bill into law. I the legislative process con-
cludes favorably this week, Hartenstein suggested that DirecTV could rollout local
network services in an additional 6 markets before Christmas, with the remaining
16 targeted regions “lit up” betfore the end of January 2000,

The local programming will be offered on a subscription basis, with the monthly
fee expected to total £5.99. in an effort to harvest incremental revenues from the
existing customer base, DirecTV plans to provide three weeks of free local pro-
gramming in the targeted cities. During this trial period, DirecTV wili move ag-
gressively to secure subscriptions to the local programming service.

OirecTV's intemnal analysis suggests that roughly 50% of the households offered
local channels will subscribe to the service, which would add approximately $1.50
to the consolidated monthly RPU. This potential uptick in revenues is not in-
cluded in our model. Additionally, the company has indicated that net subscriber
additions should experience a minimum 15% lift in cities where local channels are
offered.

Interestingly, DirecTV's customer service representatives are already recsiving 1
cali per hour about locat programming services. While the early interest may sug-
gest considerable pent up demand, we believe it also highlights the risk of a
sharp rise in customer inquiries, which could result in a deterioration in customer
service quality if call center capacity is not sufficient.

In our view, the future success of DirecTV and the DBS industry depends heavily
on the ability to maintain a high level of customer care, particularly as local net-
work services are introduced. Caonsistent with this outlook, DirecTV has added
approximately 1,000 customer service representatives in the past month, bringing
the total to approximately 3,500, which should increase to roughly 4,100 by Janu-
ary 2000.

Capital costs associated with the rollout of local services in the top 25 markets
should equal $100-150 million, consisting largely of upgrades to the uplink cen-
ters in Los Angeles and Castle Rock. Retransmission expenses should range
between $0.00 — $0.15 per subscriber per month. DirecTV expects backhaul
costs associated with the local programming to average $100,000 per channe!
annually.

To satisfy the must-carry stipulation. DirecTV intends 10 position a spot beam
satellite at 101 WL. DirecTV suggested this new satellite, currently under devel-
opment, would enable the provision of must carry compliant, local channel serv-
ices in the 40 largest television markets, representing close to 66% of US
households. Alternatively, the incremental capacity could be allocated to ad-
vanced data and Internet-related applications if such services yield a higher re-
turn on invested capital than the incremental local programming. We believe the
DBS industry will attempt to delay or eliminate the must carry provision through
coun action.
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Valuation: Sum of the Parts

Table 1
Hughes Valuation
$ in millions
Estimated Value Contribution Value Per GMH Share
Cash 158 0.37
PanAmSat' 4,833 11.24
DIRECTV 35,076 B1.57
HSC 2,000 4.65
HNS 1,270 295
Emerging Services
GLA' 800 1.40
otV 250 0.58
Broadband 385 0.90
Qther 250 0.58
Debt 1,928 4.49
Consolidated GMH 4289 100

' value contribution equals estimated value * GMH ownership %
Source: CSFB estimatas.
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Table 2
Segment Revenue, EBITDA, and EBIT Projections, 1997-2003E

§ in millions, except per share data

[ 1997 1998 1999E* 2000E 2001E 2002E  2003E
Net Revenues
DTH 1277 1,816 3,802 5,303 6,680 8358 10,139
OIRECTV 1,105 1,604 3434 4874 5933 7.257 8,624
Other 102 7 70 ¢ 0 0 a
Galaxy LA 70 141 289 429 747 1,102 1,515
PanAmSat 537 656 684 773 933 1,096 1224
Space and Comm., 2,290 2,432 1,792 1,648 1,882 2,070 2277
Network Systems 998 1,060 1,053 1,283 1,631 1,870 2,129
Other 26 2 g ] 2 0 Q
TOTAL 5,128 5,964 7,331 9,008 11,126 13385 15770
EBITDA
DTH (161} (126) 3 71 932 1.419 2,448
DIRECTV {61) {15) 140 205 587 1,351 2,209
Other 7 0 (26) 0 0 0 0
Galaxy LA (107 {111 (110) (135} {55) 89 239
PanAmSat 438 553 618 698 798 928 1,048
Space and Comm. 266 296 {10} 228 253 298 325
Network Systems 106 53 98 4 5 1ar 252
Broadband ¢ 0 (55) (70} 9 (80} {70)
Cther (33) (17) [(0)] 0 0 0 0
EBITDA, gross 615 758 654 823 1498 2672 4003
ELIMINATIONS & Other (8) (55) (188} 150 {100} {100} 80
EBITDA. net 610 704 456 773 1.398 2.572 3,923
EBIT
DTH (255) (228) (329 (424 27 924 1,961
DIRECTV {137) (100 {126) (190 202 976 1,844
Cther (0) {2) (26) 0 0 ] ]
Galaxy LA (17 (126} (170 (235) (175 {51 n7
PanAmSat 296 318 338 373 44 553 672
Space and Comm. 226 246 (68) 158 177 219 4
Network Systems 74 i1 47 {62) 57 42 185
Breadband 0 0 {60) (80) i106) 1150} (160)
Other (a0} 23) i) {13) 0 0 0
EBIT. gross 312 325 {75) i51) 482 1588 2,898
ELIMINATIONS 15 (55) (188) 150 {149 1108 (80}
EBIT. net 306 270 1263) {201) 32 1.489 2.818

" 1099 ngroges oretax gharge of $81 3 mlion ang 311 3 mdhon incurten oy HSC ana HNS relates 1o 3 contract lemminanon.

%9 incuces estmared Dretax charge of 578 muion a1 HSC felateq 19 increased development Cosls ano schedule 0gtays.
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Table 3
Consolidated Income Statement Projections, 1997-2003E
§ in millions. except per share data
| IRELS 1958 1999E" 20008 2001 2002€ 20098 |
Revenue 5,439 6,481 8,310 10,004 11,862 14,119 16,508
Intercompany Eliminations k3] 527 978 996 736 724 738
Net Revenues 5.128 5,964 7.331 9,008 11,126 13,305 15,770
Cost of Products Soid 2483 2.627 2506 2702 2,338 4019 4T3
Gross Profit 2,635 3337 4,736 6,305 7,789 9.377 11,039
Broadcast Programming & Cther 912 1.176 1978 2.702 3.338 4,019 3942
SGaA 1120 1457 ird 2830 3083 2786 kA FL)
EBTDA 603 704 466 73 1,308 2.572 3,923
Dep. & Amt. 296 434 129 74 1015 1083 1104
EBIT ' 306 270 (263} {201} 382 1,489 2,818
interest Income 33 12 2 10 10 10 10
Interest Expense 91 18 141 306 250 200 100
Other income (expense), net 391 153 {41} (230) {150} 1501 5
EBT 839 212 423 (721) {8) 1,249 2.753
Income Taxes 237 (45 (98] (288} g 491 1083
Atter-tax income 402 256 (325} (432} )} 758 1,660
Minanty Interest 25 24 29 (10} 63) 1n {150)
Discontinued Operatigns. net 84 0 0 0 0 0 0
Extraordinary ltem, net 21) (9} 0 0 0 1] o
Preferred Dividends ] 0 51 5] 34 & i}
Net Income 471 272 (347) {537) {165) 595 1,510
Eamings Per Share 118 0.58 0.83) {1.25) (0.38) 1.35 3136
EBITDA/Share 1.5% 176 1.1 1.80 3.25 584 arn
Shares 400 400 418 430 430 440 450
Margin Analysis 427
Revenves 100% ~00% 0% 100% 100% 0% 100%
Gross Profil 5% 56% 55% 0% 0% % T0%
Broadeast Programming & Cther 18% 20% % W% 0% 0% 5%
SGAA 22% 24% it% % 7% 21% 20%
EBITDA 12% 12% 5% 9% 13% 19% 25%
=<8 6% 5% 4% 2% 3% 1% 19%
EBT 12% 9% 5% 4% 0% 9% 17%
Income Taxes 37% NA 23% 40% 40% 0% 40%
Net Income % 5% 5% 6% -1% 4% 10%
Growth
Ravenues 28% 16% 3% 23% 24% 0% 8%
Gross Profit 14% 7% 42% 33% 24% 20% 8%
Broaacast Programmng & Cther 14% 29% 8% 3T 24% 0% 2%
SGAA 2% 0% 7% 3% 8% Rt 4%
EBITDA 45%, 1Ty -34% 56% a1y, 8% 53%
EBIT 5% % ) A S 299% 9%
Net Income TS7% ) b A NA -261% 154%

* Otherwncame incrudes a 3480 muhan pre-tax gain 15318 3 milon aher-tax) recagnized in the May 1257 PanAmSat meraer.

" EBITDA ang £3IT setect a pretax crare of 302.0 munon reiate to APMT conteacs larraation i
EBITDA ana EBIT reflect eshmated 2099 cretax charge ol 5178 mikion ai HSC reialed 1 ricreaseq deyeooment costs and scnagule Jelavs.
£P5 exchudes a pretax Gait ol $134 6 mahon relaled ta Mhe seliement of e WNam s £2i2n nInngemars 2356
£385 exckioes a oretax crarse 5 $32.0 maion reiatea 1o APMT contracs lermination )

ZPE rehects esumated 2039 Cretax charge of 5178 m-hon at HET s21aied 10 10218aSaC CR¥EI0DMEA! 515 and SCNEOLIe Galavs.
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Table 4

DirecTV Subscriber, Churn, Acquisition/Sub Costs, Rev/Sub/Month Projections, 1997-2003E
$ in millions, excapt per-month data; subscriber figures in thousands

L1997 1998 1999€* 2000E 2001E 2002E 2003E §
Beginning — subs.
DTV - HP 2360 3,301 1,458 6,660 9.384 11439 13155
DTV - MP (TSATA) 0 0 9 1399 n 9 0
2300 330 4458 B.059 9463 11,439 13,155
Adds - net
DTV —HP
core natwork 1001 1157 1,628 1850 1844 1,556 1407
TSATA network 0 a 84 96 96 36 :/]
TSATA conversion 0 0 460 o924 55 0 0
RBOC ¢ 9 kil H“ 50 B4 o
Tolal DTV HP 1001 1.157 2202 2.724 2,055 17116 1,563
DTV — MP {TSATA) ] Q (326) (.329 79 g ]
1001 1,157 1,276 1.404 1976 %411 1,563
Ending subs.
DTV~ HP 130 4458 6.660 3384 11,439 13.155 14,718
OTV - MP (TSATA) ] 0 1398 i) q 3 2
3.301 4,458 8,059 9.453 11439 13.155 14,718
e
Wid. Avg. Subs.
DTV - HP 2,013 2872 4,006 5963 7.807 9,335 10,783
Advanced Services 0 0 0 47 156 934 1942
% of DTV HP sub. base 0% 0% % 1% 2% 0% 1%
Lease 0 i} 98 670 1113 1.139 119
NRTC 567 805 1.124 1.700 2.148 2654 2993
DTV - MP (TSATA) g 0 1876 LK 47 0 2
Total 2,600 3877 7016 8501 10,002 11990 3781
Churn rate 12% 3% 1™ 1% 8% 18% 9%
Chumn 12 477 964 1.466 1994 2329 2616
Gross sub. adds 1312 1.634 2810 3451 4005 4.045 4179
— =
Acq. cost/sub. ~ cons.
Mict./Adv, 2142 0.112 0085 0.084 0070 0.069 0.057
Mant [Dealer Incentives 0253 0.315 0428 0477 0469 0.431 0.393
TSATA -~ conv. 0.000 Q.000 0430 2430 0430 2.000 0.000
0385 0.427 0514 2 561 0539 2500 0450
Acquisition costs —cons.
Mkt /Adv. 145 140 1 216 220 220 194
Manf.[Dealer incentives 260 393 785 7 1421 1319 1242
TSATA -- conv. 3 0 3 [} o} 0 t
105 533 248 1387 1641 1,539 1432
Rev /subJmonth
CTV HP - video 14 15 32 39 81 82 53
ZTV - advanced servces z z 3 H 3 3 2
~aTC H H H 3 b 3
OTV ~ MP {TSATA) . 3 &5 14 1% NA NA
Lease 3 b} 3 2 H a Fl

" DTV HP sub aadibans enginang fom e core network i 1999 incluoes aoptoxmalely 145.000 lormer USSH caly supscribers,

rxchuding former USSE only substrpers. ire DTV care astnbubion nenwork Snould a3d aopraximately 1 42 mifkon subsenpers in 1308

FOD DIHNe i INSDRDTEATIOA
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Table 5

DirecTV Income Statement Projections, 1997-2003E
S in millions. excapt per share data

T 1998 1999E  2000E 2001 2002E 2003 |

Revenue
DTV -HP 1,01 1,556 2,544 4,153 4,651 6,925 8,142
Advanced Services 0 ] ] 3 g ] 186
NRTC 34 48 68 1 129 159 180
TSATA — MP 0 0 685 463 2 0 0
TSATA - lease 0 2 137 14 18 e 1ug
1,105 1,604 3434 4874 5933 7,257 8,624
Service Costs
Programming - video 498 716 1,586 2,330 2,725 3,255 3,745
Advanced Services 0 0 0 1 2 10 4
Cust. Svc. & Billing mt 168 274 382 454 554 651
609 884 1.870 2722 3178 3.809 4,396
Gross Profit 497 723 1.564 2,152 2,754 3,448 4,227
Sub. Acquisition Costs
Mkt/Adv. 145 140 181 216 220 220 190
Marf. & Dealer Incentives 260 393 765 117 1421 1318 1,242
405 533 948 1,387 1,641 1,539 1432
Adv -- other 5 10 18 20 5 5 5
Business Operations 85 100 00 340 324 u7 366
Broadcast Operations 45 63 122 160 168 176 185
Other 17 30 37 40 30 30 30
EBITDA (61} (15) 140 208 587 1,351 2,208
Depreciation 76 85 215 320 0O 300 294
Amortizatoin 9 Q 51 75 75 15 75
EBIT {337} {(100) {126 (190 202 976 1,844
Interest Exp., net 0 4 40 80 80 80 80
Olher 0 a 0 g 9 0 0
ERT {137} (100Q) (166) (270) 122 896 1,764
Inc. Taxes -- pro forma (40%) (52} 28 {67} 108 49 358 706
Nef Income (85) (62} (100} {162} 73 537 1,058
EBITDA/share {0.15) (0.04) 0.33 0.48 1.36 314 514
EPS (0.21) (0.16) 10.24} {0.38) 217 1.25 2.46
Shares used in per share calculation 400 400 418 430 430 430 430
-8—
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Table 6
DirecTV NOPAT, Invested Capital, and ROIC,1997-2003E
$ ifi millions
1987 1998 1999E 2000E  2001E  2002E  2003E
NOPAT
Revenues 1,105 1,604 3434 4874 5,833 7,257 8,624
EBITDA (61) (15) 140 205 587 1,351 2,209
EBITDA % -5% 1% 4% 4% 10% 19% 26%
Depreciation 76 85 266 355 a5 375 365
EBIT {137) (100) (1286) (190) 202 976 1,844
EBIT % -12% 6% 4% 4% 1% 13% 21%
Goodwill Amortization 0 0 51 75 75 75 75
NOPBT (137) (100) {75) {115} 2 1,05t 1919
Cash Operating Taxes 0 0 ¢ 0 0 210 384
NOPAT (137) {100) {75) {115) a7 B4t 1535
NOPAT % 1 2% £% 2% 2% 5% 2% 18%
Invested Capital
Segment Assets 1,409 1.521 5,085 4,955 4,725 4,381 4,051
PPE 2.153 2023 1792 1.449 1.118
Goodwill 2932 2932 2,52 2932 283
Capitafized TSATA conversion costs 153 318 62 m 199
Capital Expanditures 100 197 246 100 110 113 117
Other 0 0 3,585 165 45 (82 {82)
Depreciation 76 85 266 395 385 k¥ 365
Incremental Investment 24 112 3,564 (130} (230} (343) (330)
AVERAGE INVESTED CAPITAL NA 1,465 3,303 5,020 4,840 4,553 4,216
ARETURN ON INVESTED CAPITAL
ROIC NA NA 2% 2% 5% 16% 5%
Change In ROIC NA A NA 0% 8% 13% 18%
WACC 1% 11% 11% 1% 11% 1% 1%
ECONOMIC PROFIT (EP)
Economic Profit {$) NA NA (429) {652) {241) 354 1,084
Economic Profit (%} NA A -13% -13% -5% B% 26%
B -
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Table 7

Latin America DBS Subscriber Projections, 1997-2003E

dafa in thousands

L1967 1998 1999E 2000 2001E 2002 2003E |
Potential LA Pay TV Market
LA TV Households 75.0 76.6 74.1 794 506 81.9 831
Addressable Households 48.5 52.1 53.1 54.1 55.2 56.5 517
New Pay TV Househoids NA 4.2 .09 5.0 50 5.2 55
Pay TV Househalds 10.0 14.2 17.2 222 27.3 324 379
Addressable Households — % of TV 66% 68% 68% 68% 69% 69%  63%
Pay TV Househelds ~ % of TV Hous 13% 19% 22% 8% 34% 40%  46%
Totat Cable Homes
Yr. End Penetration of Pay TV Househol  95.7% 92.2% 90.1% 86.6% 82.6% 795% 78.7%
Beginning Cable Subs. 6.0 3.5 13.1 15.5 18.3 22.5 25.8
Naw Cable Subs. 35 3.5 24 3.8 a2 33 33
Ending Cable Subs. 9.5 131 185 19.3 225 268 281
Growth of Cable Subs. 591%  371%  184%  24.3% 16.8%  14.5% 12.9%
Total LA Direct-to-Home Subscribers
¥r. End Penetration of Potential Siles 4.3% 7.7% 9.9% 134% 17.4% 20.5% 23.3%
Beginning DTH Subs. c.0 0.4 1.4 17 30 48 67
New DTH Subs. 04 07 06 13 18 19 22
Ending OTH Subs 04 1.1 1.7 3.0 4.8 6.7 3.8
Growth of Ending OTH Subs NA NA 56% 75.0% 60.0% 0.0% J325%
DTH % of Incremental Pay TV Subs. 12.1% 15.7% 20.2% 25.3% 35.5% 6.8% 394%
GLA Subscribers _
Beginning GLA Subs. 0.05 0.20 0.48 0.76 1.37 2.26 2
New GLA Subs. -- gross 0.28 0.285 0.39 075 1.15 1.33 1.65
Churn Rate (%) 11.4% 16.8% 19.1% 16.0% 16.0% 160% 17.0%
Chum 0.03 0.06 on 0.14 0.25 0.38 0.56
New GLA Subs, -- net 025 0.18 0.27 0.51 0.89 0.95 108
Ending GLA Subs. 0.30 0.48 3.7587 1.37 2.26 K4 4.29
Average GLA Subs. 0.18 037 ¢.60 0.88 159 2.36 3.32
GLA Subs. -- arowth NA 61% 7% 81% 85% 42% 34%
Percentage of Enging OTH Subs. 0% 44% 15% 46% 48% 8%  49%
Percentage of New OTH Subs. 58% 28% 45% 48% 50% 50% 0%
-10 -
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Table 8

GLA Income Statement Projections: 1997~2003E
$ it thousands. except per share data

[ 1097 1998 1999E 2000 2001E  2002E  2003F |
=

Programming 17.76 17.76 17.76 17.76 17.76 17.76 17.76
Satellite Transponder Fee 3.54 J.54 354 354 354 34 3.54
GLA Share of LOC fev./sub. - net* 10,35 10,35 9.32 11,69 13.08 1449 14.49
Consolidated Revenue Per Sub. 3165 31.85 30.62 32.99 3439 3B.79 3579
Programming 39 79 128 188 339 502 707
Satellite Transponder Fee 8 16 25 7 68 100 141
GLA Share of LOC rev./sub. — net * 23 48 67 124 250 410 57
Surfin ] 0 8 g0 80 0 80
Consolidated Revenues 70 141 299 429 747 1,102 1,515
Programming 25 €8 121 171 288 441 591
Space Segment 70 70 2 3 e 9 8t
Gross Profit (25) 3 106 184 382 582 843
Acquisition Costs 52 49 89 184 286 345 428
Avgrage Acquisition Cost per Sub. 185 201 230 245 250 260 260
Business Operations 30 36 a0 92 97 100 105
Broadcast Operations 0 26 33 40 48 60 63
Other 0 2 I 2 6 8 3
Total G&A 30 64 126 134 151 168 177
EBITDA (107 (111 (110} (135) {55) 69 233
Depreciation & Amortization 10 16 60 100 120 120 122
EBIT (177} {126 1709 i235) {175) (51) 1y
Interest Exp., net " 1} 4| ] a 0 0
EBT 1n {126) (1700 1235) (175} (51) 117
Income Taxes -- pro lorma (13% of rev.) 9 18 39 58 97 143 197
Net income (126) (144) (209 290) 272) {195) 80|
EBITDA/share {0270 (0.28) {0.26) 0.31} 0.13) 0.16 0.56
EPS 0.32) (0.36) {0.50) ‘0.68) (0.63) {0.45) (0.19)

Shares used In per share calculaion 400 400 418 430 430 430 430 I

" Equals 60-70% * {monthly fee receved oy local operating company (LOC) - programming fee - satelale transoonder feel.

-11 —
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Table 9
PanAmSat Satellite Revenue Forecast, 1998-2000E
3 in'millions
Mar-98 Jun-98 Sep-98 Decd8 1998  Mar-99 Jun-99 Sep-99 Dec-s8 1999  Mard0 Jun-00 Sep-00 Dec00 2000
PanAmSat Flest
OFERATIONAL
PAS-1 17 17 17 17 £8 17 17 17 17 68 Hi 1 7 [ k13
PAS-2 22 22 22 2 a7 22 2 ez 2 83 2 22 22 22 a8
PAS-3 22 2 22 2 87 22 2 22 21 88 2 22 2 2 88
PAS-4 16 16 16 16 65 16 15 1" 1" 53 12 17 17 15 60
PAS-5 18 18 19 a3 Tr 19 18 18 18 74 18 18 18 18 74
PASE 0 2 2 1 5 o} a ] 0 Q Q 0 9 o} 2
PAS-6B \] a ? 0 0 1 3 ] ] 25 9 g 9 9 35
PAS-Y 0 Q i 0 0 t 2 2 3 7 & 7 [} 9 2
PASS 0 9 0 b} 0 0 1 1 2 5 5 € 7 2
PROJECTED
PAS IR 0 4 0 0 0 0 a 0 0 8 12 20
PASS 4] a i} 0 ] 0 ] 0 0 0 0 7 "
PAS-10 0 o} o] 0 0 0 0 0 0 0 0 ¢} 0 7 7
TOTAL FANAMSAT REV, 94 97 97 1021 330 98 105 102 103 408 105 112 122 113 4r2
TOTAL TAANSP. favg) 176 ) ) 190 ) 180 237 00 3 06 284 kI TN 432 92|
JTLZATDN RATE tavg ) % 59% T TS%| 7% 59%  56%  35% 5% 56 0% 8% 49%  48%| 5%
TRANSP, I SERICE favy) | 37 "7 143 137 ‘40 ‘69 165 168 60 180 ] 21 234 203
REVENUES PER TRANSP, 29 28 28 28 2.8 28 25 2.5 25 26 23 24 2.3 23 23
Galaxy Flest
Ogerational
Galaxy I-R 5 5 5 5 21 5 5 S 5 22 5 5 5 6 2
Galaxy #I-R 18 18 19 19 74 20 20 20 201 8¢ 0 20 20 20 a0
Galaxy v g 5 0 0 13 0 b] D a Q o] Q9 0 0 0
Galaxy vV 3 3 3 3 13 3 3 3 3 13 3 3 | k] 13
Galaxy v 8 3 3 9 k] 3 9 9 31 3 9 1 1 1 12
Gataxy vil 20 20 20 20 a1 21 21 21 21 a2 21 8 8 a 46
Gataxy VIll-l g 4 7 2 20 9 9 9 9 38 9 9 9 " 39
Galaxy 1X 7 7 7 7 24 ] 8 8 8 i 8 8 a 8 N
SBS-4 t . i 1 4 0 ¢ Q o 0 o} [i} Q 0 1]
SBS-5 3 3 ! 2 a 2 2 2 2 8 o} 0 i) ] ]
SB5-6 2 ' 1 1 3 1 1 i 1 4 1 Q 9 ¢ a
PROJECTED
Galaxy X-A 2 J b o} 3 2 bl ] ] 0 3 g 10 12 2
Galaxy X 1 ! 3 3 i 0 3 3 i 0 2 15 17 18 55
Galaxy l-C [} 9 G 0 Q 0 0 0 a ] 0 Y 0 o 0
Galaxy IVR 0 o 2 0 0 0 Q 4] 0 ] o i) A 13 34
58S 6R/Galaxy VR 0 z p) ¢ D) 2 2 2 1 3 3 | 0 0 0
TOTAL GALAXY REV. 7 ke 7 767 303 78 T8 78 T8l X3 B0 90 93 100 383
TOTAL TRANSP {avg ¢ 225 rd) 1 m 27 2n E Zn i 2N 0 ELL] 238 353 122
STILIZATION SATE favg ¢ ExRC S+ S ve A 1L 1 N1 VA 2% 2% 3% mnul e 0% 0% 3 55%] &M
| TPANSP I SEAVICE favg 204 P -82 "9y 134 34 '35 ‘94 ‘a4 194 36 Eat) 22 23 216
| MEVEWUES PER TRANSP '3 £ 8 T 6 HE:] ‘g ] 5 £ tE ‘8 -7 4 17 17
CONSOLIDATEQ REVENUES
Operating Lease m 174 170 178 | 693 177 184 181 18 122 188 201 25 232 B34
TIANSP fqun m 222 215 431 407 3 33 T 1] 495 e <59 el 851 3
CLZATONRAE avi- M TR I IR A TR TR TR 'Y TN T H1% 0 23% I5%! 60%
g “RANSP i SEAVICE 3vg: 335 Il Kk} 28 B3 33 R0 354 e W2 433 87| a1g
| ZEVENGES PED TRANSS s ot . z1 2. o e 23 o2 25 ] o 20 20 248
‘fSaIes & sales-type leases " : B i i 3 3 3| 23 3 3 B 3 25
“Satellite services & other - o K 2 431 24 - I8 N ol 0 ‘0 40
1 TOTAL 183 191 187 1966 i 767 I 194 2004 2N 9T E02 202 218 23 49 899
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Table 10
PanAmsSat Iincome Statement, 1998-2000E
S in mullions, except per share data
1998° I 1999E™ | 2000E. ]
Mar88 Jun-98 Sep493 Decll Tolal  Mar8% Jund9 Sep-59 Dec-$9 Total  Mar00 Jun-00 Sop-00 Dec00 Tolsl
Oper. Lease 1m 174 170 178 633 176 184 181 181 722 186 201 215 232 834
Sales & Sales-Type " & 7 TN & ] 6 & 23 6 6 6 6 25
Other (TT&C} n 1n 98 2 8 1 N 24 1 % W0 10 10 10 40
Tolal Revenye 193 19 187 197 767 194 200 211 197 802 202 218 231 249 899
Cost of Sales 1] 0 0 0 0 0 0 0 0 Q 0 0 0 0 0
Leaseback Exp. 14 12 n 1" 47 8 § [ 0 15 0 ¥ 0 0 0
Direct Oper. 22 K} 24 19 87 25 26 26 28 106 28 30 32 35 126
SGA Casts 4 14 1 B 19 5 1 18 17 & 8 1B 2 18 78
EBMDA 143 134 138 138 553 146 151 168 152 618 185 183 179 184 638
Dep. & Am. 58 61 59 57 285 68 68 71 73 280 76 81 8 81 32§
EBIT 85 74 78 82 313 78 82 98 79 338 79 87 83 114 373
Interest £x.. net 22 24 4 27 94 24 28 3o 26 109 28 29 30 13 120
Other income 0 o} il a9 g g a 1] ] ] 0 [} 0 g
EBT 63 49 54 4 221 24 54 68 53 228 51 33 63 81 283
Income Taxes 27 2 235 13 % 23 24 34 24 105 8 B 28 3B 14
After-tax income 35 28 30 2 125 30 k)| 34 28 123 28 32 35 44 139
Nat Income 35 28 30 2 125 30 K} | 34 28 123 28 32 35 44 139
EPS 024 019 020 021 0283 020 020 023 019 0482 019 021 023 030 003
EBITDA/Share 096 090 092 092 370 098 101 113 101 413 104 112 120 130 465
$Shs. Quistanaing 149 150 150 150 150 150 149 1496 150 150 150 150 150 150 150
MARGIN ANALYSIS
Net Sales 100%  100%  00%  00%  '00% 1%0%  100%  100%  100%  f00% 0% 100%  100%  100% 10O
Oper. Lease B9% 9% 9% % 0% 1% 92% 86% 92%  90% 2% 3% % 2% 93%
Sales & Sales-Typa 6% e 1% % % % 3% % % 1% % S ¥ 3% 3%
Leaseback Exp. % E% 5% 5% 2% 4% 1% % 0% % 3 % " 0% 0%
Direct Oper 12% ‘6% 13% 0% 3% 1% 13% 2% 4% 13% L “3% 14% 14% 13%
SGACosts 7% 7% ™ 4% 0% 8% % 8% 3% 8% 3% % % 8% 8%
EBITDA 4% 0% T4% % 2% 5% T5% 80% % TT% 7Y% “6% T8% 78% TH%)
Dep. & Amt 30% 2% 2% 23% 3% 5% 4% W% 7% 5% 38% ™ Kl 32% 36%)
EAIT 4% 3% 2% 1% 4% 40% H% 47% 40% 12% 9% 0% 40% 16% 41
EBT 2% 26% 29% 28%  29% 20% T 2% AT 29% 25% 2Ty % 2% 2a;j
Tax Rate 4% Y% d8% 4% 4d% 4% 43% 0% 26% 6% 45%  45%  45%  45% 459
Nat Income 13% 15% 5% 16% 16% 16% 15% 16% 4% 15% Yy 15% % 18% 15%)
GROWTH
Net Sales 4% % 0% i "% o% % 3% <% 1y, ELA % ‘0% 26%
Cpes. Lease 5% ™% 5% % T " 3% 3* % 1% EA 5% 9% 8%
Sales & Sates-Type WA N YA VA A A A A A “A A A YA 17 Y
Owect Coeravng 15% AT% 3% 4% 24% 3% % o ST 1% 3% DM 1%
SGACzsts % 3% " 2% 349 % "% 3" L T Y i1 i 5% %
£BTCA 1% -7y i A o % 20y S o, e e =, 9%
B0 A AT % 2 h e W B It e PN I 3 B % P}
£aiT LY L T AL By Im 5% % % " ) N5
Netincome W% 4 o % o &m0 % ey H i Ty IE%
T T qured incuce 36 3 munan oroviSion 1or 1035 on Galaxy v
T Faures inciuce recei 0 515 mition News UL, fermingnon cavment i 3393
—-13 -
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Table 10
PanAmSat NOPAT, Invested Capital, and ROIC. 1997-2003E
3 i millions
1997 1898 1999  2000E 2001E  2002E  2003E
NOPAT
Cash FRevenues 630 767 802 599 1,037 1.205 1360
EBITDA 444 553 618 698 798 928 1,048
EBITDA % 0% 2% % 8% % ™ %
Depreciation + Amortization 139 235 280 325 357 Kyl 76
EBIT 294 318 338 373 441 553 672
EBIT % 47% 41% 42% 4% 43% 46%, 49%
Goodwill Amortizahon 47 65 62 62 62 62 62
NOPBT a4 383 400 435 504 616 734
Cash Operating Taxes {48) 85 {39) (61} 20 172 281
NOPAT 389 297 439 436 484 444 453
NOPAT % 62% 9% 55% 55% 47% % 3%
INVESTED CAPITAL
Working Capital {net) 337 61 63 63 66 &8 70
Net PPE 2.506 2.833 3574 3.785 3,855 3700 3476
Satellites Under Dev. 1,039 1088 1,194 492 686 574 423
Operatonal Satelltes 1,320 1631 2218 3,153 3,068 3,000 2927
Other 47 175 161 149 140 127 e
Goodwill 2,498 2433 23n 2,309 2248 2,184 2.2t
Accumulated Amortization 78 143 205 268 330 393 455
Investment In Saies Type Leases 325 173 143 113 83 53 23
Deterea Charges & Other 68 50 50 52 55 58 61
Total Fixed Assets 5,475 5,695 52344 6,537 6,609 6,338 6,137
INVESTED CAPITAL 5,611 5,755 6,406 6,601 6,676 6,456 6,207
AVERAGE INVESTED CAPITAL 3418 5,683 6,081 6,504 6,638 6,586 6,332
Change In Invested Capita! NA 144 651 185 74 {220} (249}
Capital Expenditures 583 €79 815 483 394 118 89
Satellites NA b5% 505 473 304 113 84
Cther NA 20 10 10 10 5 &
Early Buyout of Sale Leaseback Agreements 0 156 369 o Y 0 0
Depreciation - satallites 92 118 181 41 275 294 297
Depreciation - other 10 24 24 2 20 18 16
Amortization 47 85 62 62 62 62 62
Sataikte Sewvice (§) 450 440 200 1,175 190 225 225
RETURN ON INVESTED CAPITAL
ROIC 1% 5% 7% 8% % 7% 7%
Change In ROIC NA NA 2% 0% 0% -1% 0%
Weighted Average Cost of Capat 0 0% "0% 10% 10% 10% 10%
ECONOMIC PROFIT {(EP)
Economuc Prokit 1S} z -281! 78 1165} 91 224} 119%)
Economic Peodt (G "% -3%; -3 -3% -3 -3% -3%
- 14 —
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Table 11

HSC Income Statement Projections, 1987-2003E

$ int millions, exceot per share data

i 1997 1968 1996E W00E___ 2001E 20028 200 |
Revenues 2492 2,831 2,243 2108 2214 2435 2,679
Expenses 2226 2536 1,993 1,880 1961 2137 2,353
EBITDA 266 296 249 228 253 288 325
Dep. & Amt. 3 4 58 1 18 79 84
EBIT 226 246 13 158 177 219 241
Interest Exp., net 0 0 0 0 0 0 0
Other 0 0 259 0 0 M 0
EBT 226 245 (68) 158 177 219 24
Income Taxes - pro forma (40%) 86 24 260 63 n 88 36
Net Income 140 153 {42) 95 106 131 145
EBITDA/share G.66 0.74 060 0.53 0.58 0.68 072
EPS 0.35 0.38 (0.10) 0.22 025 0.30 0.32
Shares 400 400 41B 430 430 440 450
Margin Analysts —_ —
Revenues 100% 100% 100% 100% 100% 100% 100%;
Operafing Expenses £8% 30% 89% 89% 89% BA% 88%
EBITDA 1% 10% 1% 1% 1% 12% 12%
Dep. & Ami. 2% 2% 3% % 3% 3% 3%
EBIT 9% 9% 5% &% 8% 9% 9%
EBT 9% 9% -3% 8% 8% % 9%
income Taxes 38% 8% 8% 0% 4% 40% 40%
Net Income &% 5% 2% 5% 5% 5% 5%
Growth
Revenues NA 14% 21% 6% 5% 10% 10%
Openating Expenses NA 14% 21% 6% 4% 9% 10%;
EBITDA NA 1% -16% -8% 11% 18% 9%
Dep. & Amt. NA 25% 18% 2% 8% 4% Iy
EBIT NA 9% 22% 7% 12% 24% 1%
Nat income A, 3% NA NA 12% 24% 10%)

* 1099 inciudes a pretax charge of 381.0 million related to APMT contract lzrmnation.

2099 includes estmated orsiax criarge of 5178 miicn stemming from increased development costs ang schedule celavs.

~15—
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Table 18
HSC NOPAT, Invested Capital, and ROIC, 1997-2003E
$ i milllons
1997 1898 1999E 2000€E 2001E 2002E 2003E
NOPAT
# —_ ———————
Revenues 2482 2,831 2.243 2,108 2.214 2435 2,679
EBITDA 266 2096 189 228 253 298 325
EBITOA % 1% 10% 9% 1% 1% 12% 12%
Depraciation + Amortization 39 49 58 70 76 Fi] 8
EBIT 226 246 141 158 7 219 rL
ERIT % 9% % 6% 8% 8% % "
NOPBT 226 246 4 158 i 218 211
Cash Operating Taxas 86 74 {26} 8 26 3 43
NOPAT 140 173 167 150 151 186 198
NOPAT % 5% 6% % ™ ™ % ™
INVESTED CAPTTAL
Working Capital {net}) 367 404 74 376 403 464 505
WORKING CAPTAL TURNS 580 T00 200 5,60 550 528 50
GROWTH A % 4% " B 15% %
Total Fixed Assets 385 480 582 642 386 ny 743
PPAE Kk 345 a7 7 61 42 S0
OTHERLY ASSETS 50 95 108 115 125 135 145
INVESTED CAPITAL 751 885 956 1,018 1,088 1,181 1,249
AVERAGE INVESTED CAP. 670 818 920 987 1,054 1,135 1215
Changa In Invested Capital 164 134 Il 62 70 93 67
Capital Erpenditures 114 14§ 160 120 120 110 110
PPAR oo 150 120 11 100 100
QTHER LT ASSETS L 1Q 1 1w 1o 10
Degrecixtion 9 3 58 i 76 7 L]
RETURN ON INVESTED CAPITAL
ROIC 2% 21% 18% 15% 14% 16% 16%
Chanoe tn ROIC NA NA -3% 3% 1% 2% 0%
- 16—
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Table 19

HNS Income Statement Projections, 1997-2003E
$ if millions, except per share data

| 1897 1998 1899E 2000E 001E 2002E  2003E I

e ________ . _________ e
Revenues
Salellite Networks 595 625 748 835 960 1,075 1,204
Broadcast Products 72 210 531 664 763 820 882
Wireless Networks 296 192 158 166 178 196 215
Other 48 50 28 29 29 29 29
Total Revenues 1,011 1,077 1,463 1,683 1,93% 2,120 2,329
Cost of Sales 703 57 348 1100 1,235 L37a 1514
Grass Profit 308 20 817 593 676 742 815
Operating Expenses 202 267 408 596 670 835 563
EBITDA 106 53 109 {4} 5 107 252
Dep. & Amt. 32 42 50 58 62 65 67
EBIT
Sateliite Networks 94 88 82 100 15 129 144
Broadcast Products (33) {23} 35 (144} (165) (88} 38
Wireless Networks 10 {52) (24) (&) 4 6 8
Other 4 al} (35) 10} k1) 15 (8
Total EBIT 74 " 58 (62) (57} 42 185
Other 0 0 (11} 0 0 0 0
EBT Q9 0 47 {62) (57 42 185
Incorne Taxes — pro forma {40%) 30 1 19 29 (23} 17 74
Net tncome 45 7 39 {30) (34) 25 11
EBITDA/share 0.27 0.13 0.26 (0.01) 0.01 0.24 0.56
EPS an 0.02 0.09 0.08) 10.08) 0.06 0.25
Shares used in per share calculation 400 400 418 430 430 440 450
Margin Analysis
Ravenues
Satellite Networks 59% 58% 51% 49% 50% 51% 52%
Broadcast Products 7% 20% 36% 39% 40% 39% 38%
Wireless Networks 29% 18% 1% 10% 3% % 9%
Olher 5% 5% 2% 2% 1% 1% 1%
Gross Protit 0% 0% 35% 35% 5% 35% 5%
Operating Expenses 20% 25% 2B% 35% 5% 30% 24%
EBMDA 1% 5% 7% % 0% 5% 11%
EBIT
Satelite Networks 18% 4%, 1% 12% 12% 12% 12%
Broadcast Products -46% 1% % -22% -22% 1% 4%
Wirgless Networks % -27% -15% 5% 2% 3% 4%
Other 3% "3% -123% 0% 0% 0% 1%
Total EBIT 7% 1% 4% -4% 3% 2% 8%
Nefl Income 4% 1% 3% 2% 2% % 5%
Growth
Revenues
Sateflite Nelworks 7% g% T ‘2% t5% 1 2% ‘2%
Broagcasl Progucts A0 132% 'E3% 28% tI% 3% 3%
Wieless Networxs -32% 33% 8% % % 0% %
Other NA NA 2% 3% b 2% 2%
Tolal Revenues A% 3% 6% 16% 4% 10% 0%
EBITDA -22% -30% 107% -104% -239% "858% 115%
EBIT 1% -35% 136% -206% -394 7A% 341%
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Table 20
HNS NOPAT, Invested Capital, and ROIC, 1997-2003E
$ in millions
1997 1998 1999E 2000E 2001E 2002E 2003E
NOPAT
Reveres 1,011 1077 1,463 1.693 1.931 2120 2329
EBITDA 106 53 109 (4) 5 107 2
EBMDA % 1% 5% 7% 0% 0% 5% 1%
Depreciation + Amorgzation 32 42 50 58 62 6% 87
EBIT 74 1 53 {62) (57 42 185
EBMT % % 1% 4% A% -3% % 8%
NOPBT 81 14 66 {54} {49) 50 192
Cash Operating Taxes 30 4 13 (25) {23) 17 74
NOPAT 51 13 47 (30) (26} 33 118
HOPAT % 5% 1% % 2% 1% % 5%
INVESTED CAPITAL
Working Capita (net) k) 359 395 418 443 470 458
WORKMG CAPITAL TURNS 299 100 an 405 436 (L] 58
GROWTH NA 5% W% 5% 5% % 5%
Total Fixed Assets 493 401 423 443 463 481 496
PPAE 167 175 188 202 218 < 240
OTHERLT ASSETS 8 % % Fol) 248 251 8
PATENTS 100 wo 100 100 100 100 100
INVESTED CAPITAL 735 759 818 a8 897 951 o
AVERAGE INVESTED CAP. 670 747 789 839 284 229 ar2
Changa Ir invesiad Capital 192 24 58 43 46 44 43
Capital Expenditures 114 40 & b 15" ™ s
PPAE 0 &5 [ ™ 70 -
OTHER LT ASSETS } L] 1} $ 5 5 s s
Deprecigtion 25 k-] 43 51 54 58
Amortiztion 7 7 8 8 [} 8 .8
Depreciation & Amortization 2 k-] 50 ] 82 5 &7
S
RETURN DN INVESTED CAPITAL
ROIC 8% 2% 8% -4% 3% 4% 12%
Change In ROIC NA NA 4% -10% 1% 7% 9%
-18 —
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N.8.: CREDIT SUISSE FIRST BOSTON CORPORATICH may have, within tha last three years, served as a manager
ar ca-manager of a public olfering of securmes tor of makes & primary market in issues of any o all of the companies
mentionad.
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Americas

Eleven Madison Avenue

New York, NY 10010, U.S.A.

1212 325 2000

Atlanta 1 404 656 9500 Pasadena 1 626 395 5100
Boston 1 617 556 5500 Philadelphia 1215851 1000
Buenos Aires 1541 394 3100 Ponland, ME 1207 7806210
Chicago 1312 750 3000 San Francisco 1415836 7600
Houston 1713 220 6700 Saoe Paulo 55 11 B22 4862
Mexico City 1525 202 6000 Toronto 1 416 352 4500
Europe

One Cabot Square

London £14 4QJ, England

44 171 888 8888

Amstergam 3120575 4444 Paris 33 1 40 76 6888
Budapest 3612022188 Prague 42 2 248 10937
Frankfurt 49 69 75380 Vienna 43 1 512 3023
Geneva 4122 707 0130 Warsaw 48 22 695 0050
Madrid 3415320303 Zug 41 41 726 1020
Milan 39277021 Zurich 411335771
Moscow 7 501 967 8200

Asia Pacific

Three Exchange Square

8 Connaught Place

Central, Hong Kong

852 2101 6000

Auckland 64 9 302 5500 Shanghai 86 21 6219 0808
Beijing 86 10 6410 6611 Singapore 65 538 6322
Melbourne 613 9 280 1666 Sydney 61 2 9394 4400
Mumbai 91 22 264 6888 Taipei 8862 2718 5919
Osaka B16& 243 0789 Tokyo 81 3 5404 3000
Seoul 82 2 3707 3700 Wallington 64 4 474 4400
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WELCOME TO DIRECTV

Welcome!

We'te delighted that you could join us here today. Since many of you were already
planning o artend the Western Show, this seemed like a greac opportuniry to get rogether.

First, we would like to say thanks for your support in helping us grow the DIRECTV business
this past year. As it stands, we will end 1998 with approximately 4.5 million customers and we
couldn do it without your strong product and continued marketing support.

Tonight, we thought it would be fun to share a few highlights from 1998 and some
thoughts on where we see the business going in 1999. As you can see from the examples
in this program guide, the marketing partnerships we have formed are a valuable asser and
we look forward to building upon our joint successes in the new year. We hope that you
will take chis guide back with you and share it with your associates.

On behalf of everyone at DIRECTV, thanks for coming and for helping to make
DIRECTYV the country’s leading digital television service.

With Best Regards,

! chay

i Eddy Hartenstcin
4‘ President
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NATIONAL CONSUMER MARKETING

NFL SUNDAY TICKET™

OBJECTIVE

A retail acquisition campaign promoting
DIRECTYV as the exclusive mini-dish
provider of NFL SUNDAY TICKET.

OFFER

$200 of free programming to first-
ume customers who purchased a
DIRECTYV System and subscribed to In-store POS including counter cards with offer tear pads, dish bursts, shell danglers, table
Toral Choice® PLATINUM and 1998 tents, buttons, schedules and programming tear pads.

NFL SUNDAY TICKET.

TIMING

Timed to take advantage of NFL pre-
season excitement, the promotion ran
from August 5 through October 11.

TACTICS

DIRECTYV recruited star NFL wlent
John Elway, Brect Favie, Jerry Rice
and Troy Aikman for 2 $12+ million
nationa! print and broadeast television
adverdsing campaign that was integrat-
ed into retail point-of-sale materials, as
well as DIRECTV monthly bill inserts,
SEE guide, ON magazine and on-air
promotion.

RESULTS

New custorner subscripcions exceeded Sampling of national print advertising.
inzernal forecasts by approximately 40%.

A special thanks to our NFL partners:

Tola Murphy-Baran, Phil Summers,
Michelle Berry

One of 26,000 large retail standees
for in-store high-traffic areas.
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NATIONAL CONSUMER MARKETING

GetaToon Disney | Toon Disney
watch plus 350 : OBJECTIVE

of Mmmm A national retail acquisition campaign

to heighten awareness of Toon Disney

on DIRECTV?®

OFFER

A special limited-edidon Toon Disney
watch and over $50 of free program-
ming to first-time customers who
purchased a DIRECTV System and

subscribed to Towl Choice® PLATINUM
programming — $125 total value.
TIMING

Timed to coincide with summer
vacation family viewing, the campaign -
ran from June 18 through July 22.
TACTICS

A $4+ million pational print media
campaign coupled with weekly circu-
lar and print advertsing by rerailer
accounts created over 500 million
impressions.

RESULTS
New customer subscriptions exceeded
' goals by 22%.

A special thanks to our
* Toon Disney partners:
Doug Miller, Adam Sarderson,
Heidi Kassal, Judi Lopez,
" Allison Conley

ki

Toon Disney watch, DIRECTV programming certificates and in-store POS including counter
card, dish burst, shelf dangler, TV topper and offer tear pad with programming information.
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PROGRAMMER NAMES MONTH
MTV Networks Tony Dunaif Meg Lowe January
MuchMusic Helen Perin February
Encore Berte Guzman Desiree Pinrus March
Independent Film Channel Joe Cantwell Deborzh Benson April
The Golf Channel Nicei Fry May
TBS Saperstation Coleman Breland Heather Baldino Juane
USA Networks Cara Conte July
Disney Channel Adam Sanderson Judi Lopez August
FOX Sports Next Kevin Smich Justin Hibbs September
Encore Berto Guzman Desiree Pintus Ovcrober
Food Network ' Pam Treacy Tricia Mehon November
MuchMusic Helen Perin Scott Perlmutter December

6
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CURRENT CUSTOMER MARKETING

Platinum Presents

OBJECTIVE

To educate our customers about DIRECTV® programming packages
and to highlight the sponsoring programmer — which generares
nerwork awarcness and encourages tunc-in.

OFFERS

Platinum Presencs highlights an auto-entry sweepstakes with the
participating programmer, and features behind-the-scenes net-
work coverage.

TIMING
Each 1/2-hour show runs 24 hours a day, seven days a week, on
four channels for an entire month.

TACTICS

Sponsoring programmer is highlighted in the show, and receives
an advertising page in our monthly billstuffer and SEE guide, plus
a DIRECTV website banner.

RESULTS

The on-air show artracts a 35% tune-in rate and an average viewing
length of over 12 minutes. This means that almost 1.5 million
customers are watching, and 3/4 of them wnc in to the show two
orf more times per month.

Enter for a3 chance to

WinaTrip to the ‘98
Goodwill Games!
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June TBS Superstation SEE guide & DIRECTV billstuffer ad.
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CURRENT CUSTOMER MARKETING
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Cati t-800-547-4388 and step up to PLATINUM!
ETRRENCE ST T s e e St TR

April Bravofindependent Film Channel $EE guide & November Food Network SEE guide & DIRECTV bitistuffer ad.
DIRECTV billstufier ad.

March STARZ! Sweepstakes SEE guide & DIRECTV billstuffer ad.
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USA Nerwork/RadioShack

OBJECTIVE

Drive traffic o RadioShack to purchase DIRECTV® and
create tune-in messages for the USA Network “Sunday
Night Hear” lineup.

OFFER
USA Network beach chair and cooler with purchase
— $50+ value.

TIMING
July 2 through August 1, 1998,

TACTICS :
USA Today and RadioShack circular ads plus RadioShack ditecr g Network beach chair, cosler, USA Today ad and in-stors POS
mail generated over 50 million impressions, and POS marerisls  counter card with gift certificate.

were displayed in nearly all 6,500 RadioShack locations.

RESULTS
DIRECTYV System sales increased 82% during promoetien.

A special thanks to our USA Network partners:

Perer Ruben, Cara Conte Cartoon Network/Kmart
OBJECTIVE
Drive traffic to Kmarr to purchase DIRECTV® and create
awareness of a new Carwoon Nerwark series -—— “The
Powerpuff Girls,”
OFFER

A ser of six original Cartoon Network animated videos and
keepsake carrying casc created and packaged exclusively for
DIRECTV and available with purchase — $100 value.

TIMING
Timed to take advantage of the holiday selling season, promotion
runs from November 15 through December 31, 1998.

TACTICS

Two half-page ads in USA Today plus ads in three separate
Kmare circulars will generate over 263 million i 1mpress:ons
and POS materials are currendy being dlsplayed in over
2,000 store locations.

Six Cartoon Network videos with carrying case and in-store POS A special thanks to our Cartoon Network partners;
counter card with gift cartificate. Coleman Breland, Heather Baldino, Juliet Jatcko
8
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Nickelodeon/Kmarr

OBJECTIVE
Drive traffic to Kmart to purchase DIRECTV® and create

awareness of Nickelodeon family programming,

OFFER
Free pair of Nickelodeon in-line skates and safery gear with
purchase — $80 value.

TIMING
Timed to take advantage of back-to-school excitement,
campaign ran from September 18 through Ocrober 3, 1998.

TACTICS

USA Today ads plus Kmart Sunday circulars generated over 90
million impressions, and POS materials were displayed in
over 2,000 Kmart locations.

RESULTS
DIRECTV System sales increased 16% over previous month

during promotion.

A special thanks to our Nickelodeon partners:
Christine Shechan, Tony Dunaif, Meg Lowe,
Gabby Goodman

: Yhe Wac.tlion OF A Lifotime
& ‘IL sive fy AI CIRCUIT Cl

USA Today ads and in-store POS including TCM sweepstakes entry form.

FOR PURLIC INSPECTION
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RETAILER -
C PROMOTIONS

NICKELOTEGN

Nickelodeon in-line skates, USA Today ad, Kmart circular ad and
in-store POS shelf talker with gift certificate.

TURNER CLASSIC

’H‘(L, 1

MOVIES

TCM/Circuit City

CBJECTIVE

Drive traffic to Circuit City to purchase DIRECTV® and
promote TCM special features “Movies from Around the
World.”

CFFER

Exclusive “On Location” sweepstakes included the chance wo
win a trip to South America, Europe or the Orient to high-
light ritles from Turner Classic Movies library — Now
Voyager, An American in Parisand The Good Earth.

TIMING

Timed to coincide with the TCM showing of “Movies
from Around the World,” promotion ran from October 23
through November 13, 1998.

TACTICS

Three USA Today ads plus a Circuit City Sunday insert
generated 50 million impressions, and POS included
posters and 30-second TCM promotional spots running
throughout the promoation on in-store monitors in over
600 Circuit Cicy locarions.

A special thanks to our TCM partners: Coleman Breland,
Heather Baldino, Juliet Jarcko
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ESPN/Multi-Regional

OBJECTIVE

Drive traffic to three separate retailers in three select mar-
kets to purchase DIRECTV? promote the $79 ESPN
FULL COURT College Basketball Early Bird price point
and highlight the ESPN family of seven nerworks.

OFFERS

Nobody Beats the Wiz and ABC Warehouse customers entered
w0 win an all-expense-paid wip for four 1o Disney World and
Disney’s Wide World of Sports in Otlando, Florida

Now Audio Video customers received a free Pro Player
Reversible Jacket with purchase.

TIMING

Timed to advertise the $79 ESPN FULL COURT College sl il R TR R R N
Basketball Early Bird price point, promotion ran from Pro Piayer jacket, print ads, bitt insert and POS counter cards with
October 25 through November 21, 1998, gift certificates.

TACTICS

Princ ads, heavy radio advertising, bill inserts and in-srore POS

materials were displayed in over 70 store locations.

A special thanks to our ESPN partners:

Madeline Bcrgcr, NiCl(y Musscndcn, Slﬂp Dcsja.rdjn, THE GOLF CHANNE.I.’

E.J. Conlin, Barbara Waters ,
The Golf Channel/Paul Rosa’s
¥

i OBJECTIVE

’ Drive uaffic to Paul Rosa’s in Buffalo, New York, to pur-
chase DIRECTV®and introduce a new Golf Channel full-
length documentary on Arnold Palmer.

OFFER
A $50 gift certificate to the Springbrook Pro Shop plus a free
self-installation kit valued at $50 or 2 $100-off professional
installation with Purchasc.
TIMING

October 4 through October 28, 1998.

[ 502;-:4-..._;. TACTICS -
N Print ads, in-store training and POS at five store locauons.
plus a sales i mccntwe program. '

A special thanks to our Golf Channel partners:
James Bates, Nicci Fry, Paula Hersh

Frint ad and in-stare POS counter card with gift certificate.

10
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REGIONAL

RETAILER-

SPECIFIC PROMOTIONS

THE
WEATHER

CHANNEL

The Weather Channel/the good guys!

OBJECTIVE

Drive aaffic o the good guys! to purchase DIRECTV®and
leverage full-time carriage of The Weather Channel in the
Southemn California marker.

OFFER
$99 installation with purchase. Weather Channel T-shirs,
DIRECTV duffel bags and several DIRECTV Systems

were given away as promotional prizing,

TIMING
July 1 through July 31, 1998.

TACTICS

Print advertising in three Los Angeles County newspapers
generawed nearly six million impressions; a 200-spot radio
promotion with three stations gave away premiumyiterns; over
200 bus signs generated over 18 million unprmons; and POS
marerials were displayed in over 20 store locations.

RESULTS
DIRECTYV System sales increased 269 during promotion.

A special thanks to our Weather Channel partner:
Bill Fogarty

| POWER
TRIP

In-store PDS counter card with entry form and print ad.

FOR PUBLIC INSPECTION

Y- 127
Bus tail-light post

er and print ad.

MUSIC TELEVISION®

MTV Nerworks/Multi-Regional

OBJECTIVE
Drive traffic to retail in four separate markers simultaneously
to purchase DIRECTV® and promote MTV, VH1 and

Nickelodeon nerworks.

OFFER

Tops Appliance City, Campo, Sun TV and Sound Advice
all participated in che “MTV Power Trip” sweepstakes
offering three winners a choice of 2 trip to the MTV Video
Awards, a trip to Nickelodeon Studios or a trip to the VH1
Fashion Awards — $15,000 rotal prize value.

In addition, DIRECTV and MTV supported all offers with
a $99 professional installation and/or a free self-installation
kit, a $99 second receiver and a free off-air antenna.

TIMING
July 12 through August 1, 1998.

TACTICS
Print ads and heavy radio advertising, POS materials in over
100 store locations plus a sales incentive program and training,
RESULTS
DIRECTYV System sales increased an average of 20% during

promotion.

A special thanks to our MTV partners:
Christine Sheehan, Tony Dunaif, Meg Lowe, Lori

Raimondo, Todd Schoen, Gabby Goodman, Jean Burcher

11
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PAY PER VIEW MARKETING

DIRECTYV Exclusive Sweepstakes

OBJECTI'VE [— 7* 1«\“3” n‘“gJ
Generate excitement and awareness for DIRECT : GROOVY 4 .. appe
TICKET® movies. ‘ -

OFFERS & TIMING - - JREE I \

Auto-enury for chance to win with PPV movie ordet . bound 5026.v?

Alcrnate entry with postcard. See individual sweepstakes -
prizes and dming listed below.

TACTICS
One or more of the following — on-air spots, DIRECTV
billswuffer, USA Today ad, SEE guide adv:msmg and

website posting.

RESULTS L i December 1987 DIRECTV billstuffer ad spread.
Average sweepstakes participation is esimared at a half-million o

auto-cniTies, ‘ . . . o
New Line Cinema/Austin Powers

“Groovy Movie” Sweepstakes

* December 1997 promotion

* Exclusive Grand Prize: The 1968 Jaguar shown in chc
film — $22,000 value

i PRV \.'."."ﬂ" A special thanks to our New Line Cinema partners:
' . \ David Spiegelman, Christine Manna

Universal Studios/For Richer or Poorer
“Ger Rich Quick” Sweepstakes

¢ July 1998 promotion

* Exclusive Grand Prize: $20,000 in cash

A Special thanks to our Universal Studios partner:
Holly Leff-Pressman

e e A e ¢y vl s o

July 1998 SEF guide ad.

Paramount/“Tiranic Treasure” Sweepstakes

* November/December 1998 promotion _

* Exdusive Grand Prize: $25,000 Sapphire and Diamond Necklace - O,
inspired by the “Heart of the Qcean”

A special thanks to our Paramounr partners: Stephanie Morton,
Tanya Lach, Dawn Bursteen -

o iy e e e g

a E £ LICITI N
s

12 Dacember 1998 SEE guide ad.
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PAY PER VIEW MARKETING

New Line Cinema/The Wedding Singer

“Tie the Knot” Sweepstakes

* September 1998 promotion

» Exclusive Grand Prize: $10,000 certificate for his & hers
diamond rings, trip for two to Las Vegas, including airfare,
hotel and $2,500 cash, and a $20,000 gift certificate to
decorate your home — total value $35,000.

A spedial thanks o our New Line Cinema partners:
David Spiegelman, Christine Manna
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Saptember 1998 DIRECTV billstuffer ad spread.

SO RORF
- ¥ walk-On Role
Lethal Weapon 4!

Lathal
Weapon

Ernie Johnston

March 1898 DIRECTV tillstuffer ad spread.

Lethal Weapon 4/Circuit City Retail Promotion

OBJECTIVE
Drive wraffic ro Circuit City 10 purchase DIRECTV? generate awareness for the
upcommg theatrical releasc of Lethal Weapon 4 and promote Warner Bros. pay

per view movies on DIRECTV.

OFFER

Exclusive “Go Hollywood!” Sweepstakes gave winner a trip for two to the L.A.
premiere of Lethal Weapon 4, including airfare, hotel, passes and a post-
premiere party invitation — $5,000 rotal prize value.

TIMING
May 23 through June 14, 1998.

TACTICS

Print and Circuir City circular ads that generated 126 million impressions, 10-
city radio promotion with on-air Lezhal Weapon 4 prizing and POS in the 600
store locations.

RESULTS
DIRECTV System sales increased 81% during promorion.

FOR PUBLIC INSPECTION

o

Warner Bros./Conspiracy Theory/Lethal

Weapon 4 Sweepstakes with Mail-In. Entry
* February/March 1998 promotion

« Exdusive Grand Prize: Win 2 walk-on role in Lezhal

. Weapon 4 plus a private screening in your local theater. -

A special thanks to our Warner Bros. parmers:
Christine Williams Labrecque, Pamela Shapiro-Schloss,

In-store POS counter card with entry forms.

13
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PAY PER VIEW MARKETING

Exclusive Evenr — Shania Twain in Concert

The concert was used as part of a Current Custorner and a

Narional Retail marketing campaign.

Current Customer Campaign

OBJECTIVE
To reinforce programming differentiation and increase
customer Joyalry and retention.

OFFER
Shznia Twain’s world premiere concert was broadcast live,
exclusively and free to current DIRECTV® customers.

TIiMING

Live concett on Seprember 12, 1998, with replays through
the end of the month.

TACTICS

DIRECTV billstufler, SEF guide and ON magazine adver-

tising and 2 24-hour Shania Twain promoﬁonal channel
(special thanks to. CMT for video bios).

National Retail Campaign

OBJECTIVE
Drive traffic to Best Buy to purchase DIRECTV® and

promou: concert.

OFFER
$100 worth of Best Buy coupons and a set of CDs.

TIMING
August 3 through Seprember 12, 1998.

TACTICS

National advertising in People, Entertainmens Weekly, Rolling
Stone and USA Today, plus Best Buy circular ads generating
over 33 million imptessions, over 300 Westwood One
syndicated radio broadcasts and POS materials displayed in
over 300 Best Buy store locations.

RESULTS
DIRECTYV System sales increased 194% during promotion.

14
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Shania Twain.
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‘In-store standee.

CUSTOMER>
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COMMERCIAL MARKETING

Exclusive Event — Shania Twain in Concert

OBJECTIVE
To reinforce programming differentiation, increase customer
 loyalty and add new bar and restaurant locations.

OFFER

Shania Twain's world premiere concert was broadcast live,
exclusively and free to over 100 select commercial bar and
restaurant customers.

TACTICS

Local radio promotions, on-site marketing kits to country :
western bars and live satellite uplinks that enabled the bar P o -
promotion to be incorporated into the live show. : B i

RESULTS e
dio/b i ulted in man cial ' - -
;ih;:)ﬁtsoforalr)[;;zén(?;f; fesultedn y fiew commer Bar poster, print ad, SEE magazine ad and VIP pass. -

Additional Commercial Marketing Strategy _

More and more commercial establishmenes have found the value of offering DIRECTV sports subscriptions like NFL
SUNDAY TICKET"y NBA LEAGUE PASS, MLB EXTRA INNINGSs«, NHL*CENTER ICE®, ESPN FULL COURT and .
ESPN GamePlan to their customers. Special events like wrestling packages from the WWF and WCW plus major professional
boxing events pack in the crowds at local watering holes. To enhance the atmosphere in bars and restaurants, Music Choice™
offers diverse tunes for every taste with 40 commercial-free audio channels by music format. DIRECTV Commercial is expanding
business by exploring strategic partnerships that can help us take advantage of the tremendous growth opportunity in this market,

A SPECIAL THANKS
" For supporting our annua.l‘ o

;

DIRECTW. .

GNARITYWI:LAOIIG

January 5, 1999

SPONSORS
Campbell-Ewald Communications FOX Sports Direct " NFL Enterprises
Comedy Central _ GM Event Works NHL
" Digivision ' * TheGolfChannd | - - Il Playboy TV
Discovery Nerworks . " Hughes Network Systems S 'Poiladc Ginsberg Productions
Disney Channe| [FC 7 Stripps Network
Encore ‘ Lifetime Turner Home Sarcllite
ESPN ' MTV Neworks " 'USANewotks
Four Square Producrions MuchMusic The Weather Channel

15
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CONTACT LIST

Stephanic Berg. ................ Coordinaror, Marketing. ... ............. 310-726-4806
Toby Berlin. . ..........0vuesee. Direcror, Event Prog. Acquisition....... .. 310-964-4612
. Tom Bracken................... VP, Advertising & Creacive Services.. ., ... 310-535-5027
Karen Brady. .................. Sr. Manager, Special Markers: . ,.......... 310-964-4643
JeABrller...oo il Manager, Thearrical Acquisition.....,.... 310-964-4255
Brian Caldwell ..............., Dirccror, Loyalty Marketing. ............ 310-535-5063
Stephanic Campbell.. .. ........ Sr. VE, Programming, ....... ererereas 310-535-5217
LoriChee.ovvvvvniinennnannn, Sr. Manager, Acquisition Marketing, | .. ... 310-535-5034
Peggy Coleman. ......vvven. .o Direcror, Creative Services, . ............. 310-535-5201
Susan Collins. . .. .....ovveennn. St. VP, Consumer Marketing, ............ 310-535-5139
Tom Davis. ...oevnnnen ++ -+, Manager, Sponts Marketing,............, 310-964-4191
Tracy Devine..oovnnnvnnnn.... Manager, Advertising. ....,............. 310-535-5097
Andy Feffer.................... Manager, Sports Marketing.............. 310-535-5171
Rich Goldberg, .. c......ooo. .. VT, Programming Acquisiion. . .......... 310-535-5099
Jayne Hancock. ... ... ..ol L. Director, Sports Matketing. . ............ 310-726-4737
. Mart Hanover ., ...covveevnanne Disecror, PPV Marketing. .. ..... e 310-726-4585
! Francine Harsini......... .00 Director, Advertising. ................ +--310-964-4630
i Patty Ishimoto. .. .............. St. Manager, Program Acquisition. ... ... .. 310-726-4874
: Rob Jacobson. ................. VP, Prog. Acquisition Fast Coast ......... 310-964-4221
Melisssa Kirchner............... 5. Manager, PPV & Interacrive. . ........ 310-726-4679
Amy Kuessner oooooviinioun e Manager, Acquisition Marketing. .. ....... 310-964-4127
Chris Lauricella ............... Sr. Manager, Sports Marketing. .......... 310-726-4875
Deanne Lewis-Ries. . ............ Manager, PPV & Interactive. ..., ........ 310-964-5184
Lamy Londre......ocoeveinntne Director, Special Matkets. . .............. 310-726-4985 -
i Jorge Martin............ ... Manager, Special Markets.......... ... 310-364-5088
Valerie McCarthy. .. ... .ooss. Sr. Manager, Creative Services. . ....., .eo. 3107264578
AdamMucd. ..o Asst. Manager, Sports Marketing. . ... ..., 310-964-4060
Denise Rakas............... *. . Business Development Specialist. ......... 310-535-5073
Delina Roberts. .. ........... .., St. Manager, Creative Serviees, ........... 310-535-5348
Luci Scharfenberger............. Manager, Upgrade Markeding, . .......... 310-726-4942
DaveTadder. o ooovenivnninnnn,. Sr. Manager, Partnership................ 310-726-4637
KimTaylor........ocovvniaan,. Sr. Manager, Upgrade Marketing. ........ 310-535-5359
Lara Wardrop. ......coovenenes Asst. Manager, Special Markets. .......... 310-964-4049
EticWinter. ......o.o.ovelll L Manager, Marketing Publications. ... .... 310-964-4200

i | DIRECTV

LOOKING TOWARDS THE FUTURE
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Hughes | - " Rating: STRONG BUY
Company Update | : (Moderate Risk) |
, : Fcbruary DirecTV sub additions are strong:

_raising sub estimates for the quarter.
O Lowering 1Q99 EPS estimates from $0.11 to
$0.08 to account for higher sub additions.

Todd B. Ernst : (212) 778-1449 O Reiterate Strong Buy and $58 12:month price
Dan Thomasson (212) 778-8272 target.
GMH (48y—NYSE . March 12, 1989

Earnings Per Share .

Fiscal Year Ending PIE ind. Sgirses V\?ezek

12/98 12/99E 12/00E 12/99E Div. Yield (Mil) Range

New $0.41 $0.61 $1.08 NM — - ) 399.9 58-30
Old 0.64

DJIA: 9897.40

S&P 500: 1297.65

PSI Aercspace & Delense Index: 1177.02 Priced as ol the close, March 11, 1999,
Note” We cakulate mariket-cap-weighted performance for the index showrn on a 1olal-retumn basis from 197%. Most Prudentiat Secun‘tie; Incomporated

indexes ffor about 200 industries in 12 economic sectors) are also segmented by smak-, mid-, and large-cap stocks. For mara information reganding

1hese rndexes and ther composmon p!ase €contact your | Pru:lenual Secufities representative.
s e el LT LSS IR b, L AR R R G D T I T L T R T T O S T T TS VR L Y

DirecTV Subscriber Adds Are Strong ln‘February; An Early
Look At DirecTV With Primestar; Reiterate Strong Buy

Hughes Electronics, based in El Segundo, CA, is a $6 billion (in 1998 revenues) vertically
integrated company that manufactures saiellites, ground station equipment, and terrestrial wireless
networking products for government and commercial customers. The company also provides
commercial space services such as transponder leasing through its PanAmSat affiliate and sarellite-
based home entertainment programming under the DirecTV brand.

O We are adjusting our first-quarter estimate from $0.11 to $0.08 to reflect higher than expected
DirecTV subscriber growth leading to increased sub acquisition costs. Higher sub growth
should dnive increased long-term value for GMH shareholders.

O Uncerainty surrcunds closure of the Primestar transaction, though we still expect the separate.
Tempo transaction to close.

8 Our 12 month target price is $58, based on a sum-of-the-parts valuation.

Based on newly released subscriber numbers, we have boosted our first quarter 1999 subscriber
estimate which, in tumn, has caused us to adjust our EPS projections. However, we point out that in
our view, current earnings are not overly helpful in assessing the operating performance of
DirecTV—subscriber growth is key, in our view. We have lowered our estimate from $0.11t0
$0.08 for the quarter. For all of 1999, we are lowering our EPS estimate from $0,64 to $0.6},

though we are keeping our 2000 estimate at $1.09. Please note that these numbers include the USSB
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transaction, the closure of which we feel is imminent, but not the Prim_éslar transaction. the outcome of which is still
uncertain.

We Continue To Like The Hughes Story. We are reccommending that clients acquire Hughes shares as we
believe there could be 25% upside in the shares over the next twélve months. Qur optimism is based on the following:

O Growth—we expect 10%-12% revenue growth in 1999 and 40%-50% EPS growth driven inlarge part by the
company’s position in the rapid growth space services business. _ '

O Comperitive Position—Hughes is the leading Geosynchronous satellite manufacturer, and is the largest commercial
fixed space services provider, has leading share of the U.S. direct to home television programming market. and the
largest ground station (VSAT) provider. A strong market position in growth markets bodes well for price
appreciation. in our view.

O Visibili—Hughes's satellite manufacturing segment has a 39 satellite backlog (including AMPT saiellites) valued at
nearly $4 billion. Hughes space services {PanAmSat (SPOT—37 3/4, rated Strong Buy)] has a $6.3 billion backlog.

O Diversificarion—Hughes participates in 2 wide range of space business segments from hardware to service, reducing
overall market risk.

DirecTV Reports Strong February Subscriber Numbers. We have adjusted our first quarter projections
due predominantly to Hughes’ success in acquiring new DirecTV subscribers to date. In February 1999, DirecTV added
approximately 93,000 subs versus 71,000 in 1998. Year to date, DirecTV has added 184,000 subs. Our original first
quarter projection’ was 225,000 subs, an amount which we are now confident DirecTV will greatly exceed, given the latest
sub report and the fact that DirecTV is implementing an aggressive, new marketing campaign beginning in mid-March.

As a result, we have raised our 1999 first quarter estimate to 285,000 subs (this compared to 227,000 actual subs in 1998).
The increased projection, in tum, results in nearly $25 million of additional subscriber acquisition cost (5425 per sub),
which is partially offset by an upward revision in satellite manufacturing operating profit and expected interest income.
The net result is a $0.03 hit to EPS for the first quarter. While the increase in sub estimates increases sub acquisition costs
and lowers net income, we view this is a positive for Hughes because each sub is valued at about $2,300 and only costs the
company $425 to acquire, suggesting that each additional sub adds considerable value to the DirecTV franchise.

A key point here is that the DBS industry continues 1o add subscribers at a phenomenal rate. In our view, continued
growth further reinforces the value of DirecTV bolstering its competitive position by acquiring Primestar and, more
imporiantly, we think, the Tempo high-powered orbital assets. A more competitive DirecTV in the rapidly growing DBS
market improves Hughes overall growth prospects, which is and has been one of the main reasons why we like GMH
stock. Upon the consummation of the Tempo transaction, Direc TV should be well positioned (with up to 370 channels) to
compete in a “two horse race” with Echostar’s (DISH—60, not rated) newly increased capacity (up to 500 channels). The
Tempo assets shouid also afford Hughes the capacity needed to provide local-to-local programming in select markets, if it
becomes legal and economical to do se, though the company still maintains that an off-air antenna is the preferable means
1o acquire a local signal. Local-to-local capacity, we think. will be of increasing value in 1999 as Congress mulls over the
idea of allowing DBS to provide local programiming, which is illegal at this time.

Hughes has also indicated that Galaxy Latin America (GLA), its Latin and South American satellite programming
business. is on-track to greatly exceed 1998 first quarter subscriber growth, due mainly to changes (particularly in
marketing) the company has made to its Mexico franchise, which it now fully owns. Accordingly, we have increased our
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sub acquisition estimate for the first quarter. raising our estimate to 65000 subs from 55,000 subs (compared to 38.000
new subs in first quarter,1998). This change did not have a material affect on EPS.

The Competition Is Flerce. Of concern, Echostar added 103.000 subs in the February {on top of 100,000 in
January), outdoing Hughes for the second consecutive month. Echostar has been aggressively (and successfully)
marketing its services, offering free equipment (via a rebate) in exchange for a one year service commitment. This is of
concern because such success may force Hughes to more aggressively market Direc TV, which potentially could lead to an
increase in the sub acquisition costs—though we have not factored an increase into our model. However. we feel that
DirecTV's new marketing program will likely close the gap between the two companies in early second quarter 1999, Of
note, Echostar’s strong subscriber additions in the past two quarters may be a benefit to Hughes in that it may obviate any
regulatory concemns over the DBS industry compcuuve environment as Hughes attempts to acquire Primestar and the
Tempo assets. :

Primestar Transaction Less Certain. The Primestar tender offer for outstanding bonds was extended to
March 15, 1999 after the initial offer period expired without yielding the necessary majority of bondholders 1o approving
the company’s sale to DirecTV. [f DirecTV is unable 1o close the iransaction by the end of April, it will have the option to
walk away, which is a very real risk. The acquisiticn process is complicated by the fact that Charlie Ergen, CEO of
Echostar, DirecTV’s primary satellite programming challenger, has obtained over 10% ownership of outstanding
Primestar bonds (it takes 90% or more of bondholders to approve a deal). We believe this is a tactic to delay DirecTV's
acquisition of Primestar, allowing Echostar more time and opportunity to poach Primestar subs before they can be
converted to DirecTV. To this end, Echostar has initiated a marketing campaign designed to attract Pamestar subs,
offering them free installation and hardware if subs sign up for a year of service. It is not yet clear the extent to which
Echostar has been successful in pcnetratmg the Primestar sub base.

However, the Tempo part of the transaction (i.e., high power orbital slots and satellites) is separate and independent of the
Primestar bondholder issue. We still expect this transaction to close shortly afier mid-year 1939, The FCC comment
period (where it hears arguments regarding the potential affects of a proposed acquisition on the industry’s competitive
environment) is now open., but will expire on April 2 after which it will likely take three to six months for the government
to reply with a decision {Echostar has lodged a comptaint to preclude DirecTV from acquiring the high power slots 10
which DirecTV may rebut).

Valuation. Our 12-month target price for Hughes is $58. We arrived at this price using a sum-of-the-parts valuation.
We valued DirecTV using a $2,300 per sub value (pre-Primestar) in 2000. For the other businesses, we have used
enterprise value to 2000 EBITDA multiples: 11 times for Satellite Services, 8.5 times EV/EBITDA for satellite systems,
and 7.5 times EV/EBITDA for Hughes Network Systerns. See Appendix 3 for further details.

A Pro Forma DirecTV/USSB/Primestar—Let’s Take A Look At The Numbers. As we have
mentioned in our previous notes, we believe that the combination of DirecTV, USSB (USSB—16 5/8, not rated) and
Primestar will vield a powerful multi-channe! competitor. After reviewing the terms of the transactions and making
assumptions about the DirecTV subscriber addition and Primestar sub conversion rates, we were able to produce a detailed

pro forma model of a post-closing DirecTV environment.

Our EPS Estimates Likely Will Come Down Once We Include Primestar. Keep in mind that we
are not changing our EPS estimates of $0.61 for 1999E and $1.09 for 2000E ar this time. These estimates include the
USSB transaction, which we feel is imminent, but do not include Primestar, of which we are optimistic—although less
certain—of closing.
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If we wese to include Primestar in our model, our EPS estimates likely would fall 10 $0.56 in 1999 and $1.03 in 2000,
Below, we outline our assumptions regarding DirecTV new sub additions and the conversion rate for Primestar
subscribers. ‘Based on the aforementioned assumptions and assuming the transactions close by the beginning of third
quarter 1999, we arrived at a total revenue of $3.1 billion for 1999 and $4.3 billion for 2000 based on an end of year sub
count 6.2 million and 7.9 million subscribers, respectively. In this environment, operating profits total $47.1 million and
$314.5 million in 1999 and 2000, respectively. We have assumed that converted Primestar subs generate a $43 average
revenue per user (ARPU) and that new DirecTV subs adds generated a $54 ARPU (we have assumed National Rural
Telecommunications Cooperative (NRTC) subs have a $3.50 ARPU). See Appendixes 5, 6, and 7 for the comparison of
DirecTV/AUSSB with and without Primestar. '
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Appendix 1. Hughes Electronics—Sales And Earnings Projeétions, 1996-2000E

([Dollars in milfions} -
Revenue
Direct-To-Home

% Change
Satellite Services

%Change
Satellite Systems

% Change
Network Systems

% Change .
Elrminations & Allocations
Total Revenue

% Change
Operating Profits
Direct-To Home

% Change
Sateflite Services

% Change
Satellite Systems

% Change

Network Systems
% Change

HCVBroadband
Himinations, Aflocations & Other
Operating Proflt ’
% Change .
Cper. Margin (%)
Hughes Amon. of GM Purchase
interest Exp.
interest Income
Other Income
Pretax Income
Pretax Margin (%)
income Tax
Tax Rate (%)
Minority Interest
Add Back GM Amortization

Net Income before Disc. Ops.

Discontinued Ops.

Earnings Before Nonrecurring

% Change

After Tax Nonrecurring

Net Iincome
% Change

Fully Dlluted EPS b/f Nonrecurring

% Change
Nanrecurring Per Share

Fully Diluted Reported EPS
% Change

Shares Milions)

1996

$621
n/a

$483
n/a

$2,056
n/a

$1,070
n/a

221)

§4,009
n/a

$320)
n/a

$242
n/a

S$183
n/a

$108
n/a

n/a

@4)
$210

n/a

5.2%

21)
(643)
$7
{$51)
101
2.5%
$65
64.1%
$53
£21
$110
s7)
$103
n/a
$81
$183

n/a

$0.26
n/a

$0.20

$0.46
n/a

399.9

Source: Company data; Prudential Securities estimates.

1997
$1,277
106%
$630
30%

§2,492
21%

1,01
5%

{5282)

§5,128
25%

s255)

-20%
5294
21%
$226
23%

$74
-31%

$20)

©186)
$304

13%

5.9%

$21)
591)
$33
$99)
$126
2.5%
563
49.8%
$26
$21
$10¢
st

s110
7%

$361

$471
157%

$0.28
7%
$0.90

§1.18
157%

390.9

1998
$1,816
42%
$767
22%
$2,81
14%
$1,077
6%
{$527)

55,964
16%

{$224)
-12%
$318
8%

$246
9%

$11
-85%

(325)

56)
s2an

-23%

4.5%

g21)
18)
§112
$153)
5191
3.2%
$74
38.7%
$24
$21
$163
$0
$163
ar%
$a
5163
-65%

$0.41
47%
$0.28

$0.70
-41%

399.9

1899E
52,733

50%
$1,058

g% -
$2,500 -
2%

$1,150
7%

(5785)

$7,056
18%

$101)
-55%

$481
45%

$258
5%

570
542%

(©50)
{5125)
$513

60%
7.3%
B21)

Ga3)
$78

$155).

$332
4.7%
$126
38.0%
$22
21
$250
s0
$250
54%
$0
$250
54%

$0.61
19%
$0.00

$0.61
-13%

411.3

2000€E
83,712
I6%
$1,202
22%
$3.120
8%
$1.210
5%
(5940)

58,393
19%

§174
-272%
5633

3%
§275
- 1%

$77
0%

$50)
(5134)
$975
60%
11.6%
$21)
(5133)
$12
(5125)
$707
8.4%
269
38.0%
$3
$21
$462
$0
5462
B85%
$0
$462
a5%

$1.09
8o%
$0.00

$1.09
ao%

422.7
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Appendix 2. Hughes Electronics Cash Flow Analysis, 1996-2000E

Dotiars in millions)”
Operations:

Net Income

Depr. & Amort.

Amort. of Goodwilt PAS
Gains on Sale of Assets
Detferred Tax

Change in Working Cap.
All Other

From Conl. Operations
Discontinued Operations
Cash From Operations
Capex

Increase in Salellites ¢
Free Cash Flow

From Other Investing
Investment in companies
Oiher

Cash From Other Investing
Financing

Debt

Contibutions from Parent
Capital Proceeds from Hughes

Cash Fram Financing

Change In Cash
Cash & Cash Equivalents

Capitalization
Long-Term Debt
Sharehoiders’ Equity
Total Capitallzation
T. Debt/T. Capital
Tolal Assets

Goodwill

Aetumn on Average Equity
Retumn on Average Total Assets
Operating ROA'
Asset Tumover
Fnancial Leverage
Free Cash per Share
% Change
EBITDA
% Change

EBITDA per share
% Change

1996
$163
$195
$0
$$120)
s92
$55
(837}
$346
{38)
$338
(3262)
($192)
(5115)

($32)
$404
$372

50
(5280)
$0

($280)

$23)
{$15)

$0
$2,492
$2,492
0.0%
$4.416
5468

na
n/a
n‘a
n/a
na
(50.29)
n/a

5404
n/a
£1.01

na

' EBIT (1-1ax rate) (Total Debts Total Equity)
“ Includes excerise early buyolt options for PanAmSat in 1998 and 1999
Source: Company data; Prudential Securities estimates.

1997

$451
$246

$50

{$490)
$286
($506)
($46)
(39}
$16)
($24)
(5251)
(3634)
($909)

(51,637)
$290
(51,347)

£503)
$1,124
$4,393

$5,014
$2,758
52,743

5638
$8,312
$8,948
7.1%
$12,763
82,955
8.3%
3.5%
3.4%
0.60
20.0
(52.27)
692.6%

S600
48.5%

$1.50
49%

1998
.$183
$367
$67
$14)
$153
$125
(5104)
$756

. 50,0
$756
§311)
(51,100)
(5655)

{51,240)
$399
($841)

5141
($205)
$0

(564)
($1,560)
$1,183

$935
$8,382
$9.,317
10.0%
313,435
53,552
1.9%
2.1%
2.9%
0.46
144
$1.64)
-28.0%

3705
17.4%

$1.76
17%

1999E
$250
$410
$67
S0
5200

(350)

($100)
$777
$0.0
$777

($600)
(81.160)
(5983)

(5800)

$0

(s800)

$1,000
g0
30

$1,000

$783)
$400

$1.935
$8.632
$10,566
18.3%
514,250
53,485

2.9%
A.7%
4.9%
0.51
7.4
(32.39)
46.0%

5990
40.5%

$2.41
37%

2000E
3462
8425
$e7
so
5200

" (8200)

(3100)
$854
$0.0

s854

(5545)
{S300)
$9

350
50
{$350)

0
$0
50

$a

{$341)
$59

$1,935
£9,094
$11,029
17.5%
514,800
83,418

5.2%
6.7%
8.8%
0.58
7.6
$0.02
-100.9%
81,467
48.1%
$3.47

44%
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Appendix 3. A Blended Mulﬁple Implies That GMMH Shares Will Appreciate Substantially

{Dollars in millions) «

Direct to Home

DirecTV'

NRTC Subs

Galaxy Latin America 2
Direct To Home Valuation
Satellite Services
PanAmSat Op. income
Depreciation & Amortization
EBITDA

Assumed Multiple

Sateline Services Valuation
Hughea Yo

Satelllte Services Valuation
Satellite Manufacturing
Operating income
Depreciation & Amonization
EBITDA

-Assurned Multiple
Satellite Manufacturing Valuation

Hughes Network Services

Operating Income

Degpreciation & Amortization

EBITDA i

Assumed Multiple

Hughes Network Services Valuation

Total Enterprise Value

Less:

Total Hughes Debt
Plus:

Cash

Invesiments

Target Market Value
Shames Outstanding (Primary, milhons)

Discount

Target Price

1999E
$7,396
$263
$623

58,282

8461
$208
$759
1.0
£8,351
81%
$6,765

$258
$53
$311
a5
52,644

§70
$45
$115
75
$863

$18,552

(3935)
$1,183
$190

$18,591
411.3

48
5%
$49

Source: Company data; Prudential Securities estimates.

2000E
$10,294

§367

$098
$11.650

$633
$3s2
' §985

1.0

$10,840
81%

$8,780

$275
$65
$340
85
$2,890

$77
$50
$127
7.5
$953

$24,2723

($1.802)
$560
$228

§23,258
422.7

$55
5%
558
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‘ 1998 1998
Geographic Primary Sales . Oper.
_Principat Business  Products/Projects Markets Served Major Competitors Customer Base (S MIL) Margin
[Direct-To-Home $1,816 -12.3%]
DirecTV n/a United States Echostar, Primestar U.S. consumners, MDUs, $1.671 na -
: Cable Companies Bars, Restaurants '
Galaxy Labn America  n/a Latin America Sky Consumers $145 na
South America
DirecTV Japan n/a Japan Sky.!?edec'l'v Consumers va nfa
[satellite Services 5767 41.5%]
PanAmSat Transponder Global Loral Skynet, Loral Muttinational Corps. $767 41.5%
Leasing Orion, Loral SatMex,  Broadcasters, Telcos
Intelsat, GE Americom
{Satellite Manutacturing $2,831  8.7%]|
Satelile Manufacturing  Commercial GEO, Global Loral, Lockheed DBS Providers, $2.831 - 8.7%
Gov't, and Scientific Martin, Boeing, Transponder Leasing, -
Satelites Matra Marconi GEC/MEQ Wireless Voice,
Tekos
{Hughes Network Systems $1,950 1.0%]
Private Networks VSAT, DirecPC, Giobal Gitat, GE Americom Retailers, Multinational 8630
Caonsutting Services Leral Orion, Lorat Cormps., Broadcasters
Skynet
Wireless Telecom Wirgless Infrastructure,  Global Lucent, Calfornia Wireless Telkcos, Lairge 5200
Handsets, Mobile Equip. Microwave Corporations
Netwarking Swiches, Network Mgt,  Glebal Lucent, Cisco Large Corporations $210
Equipment
Source: Company data, Prudential Securities estimates.
8
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Appendix 4. Hughes Electronics Segment Overview
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Appendix 8. GMH Has Had A Wild Ride Since The Beginning Of 1998

160.00 =
Anticipation of Teledesic nvestment; — China technology transfer issue . .
15000 { thoughts GM might sed Hughes begins to heat up in Washington 1/20 4098 reported

14000 + \

190, 1 N
30.00 Y

aa—— 5/1% Galaxy IV anomoly
7113 2098 reported

7115 Analyst meeling
7/8 Anomaly on DBS-1

~ ts
- \’.

12000 1
- -’;'va"-.-;'-.ah -
Al
110.00 4 - 7 521 Increases !
holdings in SPOT |
100.00 4 / by 8% 10 81% 5/27 Molorola anmounces Announces
Teledesic investment = laynch of new i
4716 109 n i
90.00 + ‘ 8 reported sateliites b
1/26 4097 reported :
80.00 - - g e - : ; i
2 8338 28 33832322 3388882823288 2222 28
Sego5o58izggeafisgciaggadgzrezagses
T FE R A& s % b3 2" RrR2833f3-3F858FFAAS
i GMH = = - -S4 500 | -
Source: Company reports, Prudential Securities estimates.
Prudentiat Securities Incorporated makes a primary over-the-counter marked in the shares of PanAmSat Com. N
Prudential Securties Incorparated andior its atfiliates have managed or comanaged a public offering of securites 1or General Motors.
99-0874

Any OTC-vaded securities or non-U.S. companies mentioned in this report may not be cleared for sale in all stales, See BLUE on ERA,
®Prudential Securities Incorporated, 1999, all rights reserved. One Seaport Plaza, New York, NY 10292

IMOMMaton Conaned Detein is based o data Gbiained oM MCOQNIZEd SWHALCE SEAViCES. ISSUST 8pONs oF COMMUNICANONS, O Gther SOUMT BS. batieved 10 DR rekable. However, such inlommanion has not
been venlied by us, and we 00 N0l make any representations as 10 is aCcurACy of cOMpleleness. Any statements nonlactual in nature constifute only CuTent opinions. which are subject 1o change.
Pruoential Secumies Incomporalet (o one of its aMilinias) or ther oiticers, dirwcions, SAMyits, or amployess may have postions in secunties of commodities relesred 10 harein, and may, 85 pAnCIOS Or
Ay o LJch s4c unties or < ommadities, An amployes, andiyst, ofiicer, or  director ol Prudential Secunties Incorporated, o its afflistas. may serve as & drecior for companies mantioned in
:-;;-a::mm rlr:hr:;:;lmm nor‘na:&'op:\-on xpressad shall constitute ",‘.h"""'ﬁf“’ salf or 3 sokc.tation of an ofier 10 buy any secuntios or commodities mentioned haren. There may ba instances

N B u v HNIONE MAY Nt Dé . m f il 1 i 3
Bankng of other busiess yom, an: company ;ponboﬂos iny!hil npm? once. This firn (or one of fts afliliates) may rom time 10 bma parorm investment banking o athar SKvices lor, of solicd invesiment

Thers aie risks innarent in inemationd) Fvestments, which May make such invBEtments unsutabig 10r canain tiients, Thase intlude, Jor example, eConomic, Pokics) hang: bong,

. inns N ! . L ! st , . . . , EWTENCY BEC 4 rale Muctuatons,
wnd limited availabisty of information on intghational secunties. Prudential S'cunlps INCorporated ang its afiides make no represantanon 1::: e :amplnu.e WHCh 1S58 ngurnin which am the submci
o\‘::ar re3sANch Repons are in comphance with cenain informalional fEpaing requirements imoosed by the Securities Exchangs ACi of 1934, Sales of securities coversd by this report may be maos onty
™ thoe junsdiclions whers the secunly is queldred (or sale. The comenm of this publication have been approved for distribution by Prudentiak-Bache Securites {U.K.) Inc., which is regulaled by The
Securnes snd Futures Auhority Limaed. We rec ommend that you obtan the advice of your Bnancial Adwsar regardnip this or othet investmants,

Additional information on the securities discussed herein is available upon request.
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