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SES is to buy back GE’s 19.5 per cent stake in
exchange for assets and cash. Satellite

Evolution Asia reports.

SES has announced that it has agreed with
GE a EUR 1.2 billion split-off transaction in
which SES will contribute certain assets and
cash to a new company and exchange
shares of that new company for GE's entire
holding of 103,149,900 shares in SES, sub-
ject to satisfaction of certain closing condi-
tions. As disclosed in March 2006, SES has
been discussing with GE a number of op-
tions to achieve a structured exit from its re-
maining shareholding.

GE will exchange its shareholding in SES
for shares in a new company, SES Interna-
tional Holdings, Inc. (SIH), comprising assets
and EUR 588 million in cash, subject to cer-
tain closing adjustments. SES has agreed to
pay an equivalent of EUR 12 for each ex-
changed share, resulting in a total transac-
tion value of EUR 1,238 million. The cash
amount and the transaction value may be
increased by approximately EUR 45 million
depending on the closing date.

The assets of SIH will be:

® The AMC-23 satellite and its related

business;
100 per cent of SATLYNX;
49.5 per cent of Bowenvale

(representing a 34.1 per cent interest in
AsiaSat);

19.99 per cent of Star One; and

5.5 per cent of Orbcomm.

Due to the intended US tax treatment of
the transaction, third party valuations of the
assets were secured. The transaction allows
SES to achieve two important business ob-
jectives: to restructure and optimise SES’
portfolio of assets following the SES NEW
SKIES acquisition and to remove the GE
share overhang.

The acquisition of SES NEW SKIES in
March 2006 added to the SES fleet five 100
per cent owned satellites over Asia, Africa
and Latin America (NSS-806, NSS-7, NSS-
703, NSS-6 and NSS-5). These satellites are
in addition to the spacecraft already owned
through participations in AsiaSat and Star
One, as well as the three other 100 per cent
owned assets (AMC-12/ASTRA 4A, AMC-23
and AAP-1), which have comparable cover-
age and serve similar business purposes to
some of the NEW SKIES satellites. This cre-
ated an opportunity to restructure and
optimise SES’ business assets and portfolio
of minority participations which led to the

decision to divest from the shareholdings in
AsiaSat and in Star One as well as to dis-
pose of the AMC-23 satellite operated over
the Pacific Ocean Region (POR).

With SES NEW SKIES generating most
of its revenues in the government and enter-
prise infrastructure segment, SES has also
re-evaluated the relevance of certain of its
satellite end-to-end managed service activi-
ties in the enterprise market. As a result, SES
decided to divest from SATLYNX, the group’s
end-to-end managed service entity. There will
now be an increased focus of the SES serv-
ice business on media and government ap-
plications.

SES expects to derive significant corpo-
rate benefits from the transaction as it re-
moves the GE overhang which had created
the perception of a cap on the SES share
price since the announcement that GE in-
tended to divest its interest in SES.

The transaction is expected to close by
Q2 2007 subject to the satisfaction of the
closing conditions (which include, among
others, receipt of certain approvals from SES’
shareholders, a tax ruling regarding the tax
treatment of the transaction for GE, and re-
quired regulatory approvals).

An Extraordinary General Meeting was
scheduled for 15 March 2007, in order to al-
low the Company to buy back all 103,149,900
C-shares, of which 85,958,250 will be can-
celled. As the B-shareholders have elected
to be paid in FDRs in lieu of cash, the re-
maining 17,191,650 C-shares will be con-
verted into FDRs in order to pay the B-share-
holders for their 42,979,125 B-shares. As a
result of the transaction, and while maintain-
ing the number of B-shares at one-third of
the total.

The company may elect not to cancel a
small portion of shares which may be re-
tained for existing employee stock-based
compensation plans.

Romain Bausch, President & CEO of
SES, said: “This transaction with GE allows
us to meet two business objectives: to re-
structure and optimise our portfolio of assets
following the NEW SKIES acquisition and to
remove the GE share overhang. The trans-
action will significantly boost earnings per
share in 2007 and beyond, as well as taking
the free float up to close to 70 per cent. Us-
ing a combination of assets and cash as con-
sideration will allow the company to lever-
age its balance sheet while maintaining its
investment grade credit rating. We are con-
vinced that this transaction will both deliver
significant additional value to the SES share-
holders and strengthen the group’s capabil-
ity to roll out its business strategy more effi-
ciently in Asia and Latin America.” ]

Modernday and AsiaSat have jointly announced
the proposed privatisation of AsiaSat

Asia Satellite Telecommunications Hold-
ings Limited and Modernday Limited have
jointly announced the proposed privatisation
of AsiaSat through a scheme of arrangement
under which all shares, including all shares
underlying American Depositary Shares
(ADS), not already held by AsiaSat's con-
trolling shareholder will be cancelled in ex-
change for the share offer price of HK$18.30
per share.

For AsiaSat shareholders, the cancella-
tion price of HK$18.30 per share represents
a premium of approximately 30.7 per cent
over the closing price of HK$14 per share
as quoted on the Hong Kong Stock Ex-
change on 8 February 2007, the day prior to
the suspension of AsiaSat’s shares.

Offeror is a BVI incorporated company

jointly owned by Able Star, an indirect wholly-
owned subsidiary of CITIC Group, and GE
Equity, an indirect wholly-owned subsidiary
of General Electric Capital Corporation. The
General Electric group is also proposing to
acquire an interest in AsiaSat’s controlling
shareholder. On completion of the acquisi-
tion and the privatisation, AsiaSat will be
jointly indirectly owned by CITIC Group and
General Electrical Capital Corporation.

A joint announcement issued today said
that the privatisation follows persistent over-
supply of transponder capacity and the slow
introduction of new applications in the Asia-
Pacific region. As a result, the satellite mar-
ket in the region remains very competitive,
and AsiaSat's share price has not performed
satisfactorily. In the three year period prior

www.satellite-evolution.com | March/ZApril 2007



(12)

to the Announcement date, the price of
AsiaSat’s shares decreased by 11.9 per cent
compared to an increase of 51.1 per cent in
the Hang Seng Index over the same period.

The proposed privatisation would give
the management of AsiaSat greater flexibil-
ity to focus on the development of business
and marketing activities. It would also relieve
AsiaSat of the heavy financial and adminis-
trative burden of dual listings on both the
Hong Kong Stock Exchange and the New
York Stock Exchange, which are dispropor-
tionate to the benefits of maintaining such
listings. The proposed privatisation is sub-
ject to a number of conditions.

It is the intention of Offeror to maintain
the existing business of AsiaSat upon the
successful privatisation of AsiaSat. No ma-
jor changes to the existing operating and
management structure are expected to be
introduced as a result of the implementation
of the privatisation.

For AsiaSat customers, there will be no
change. The total amount of cash required
to effect the privatisation is approximately
HK$2,235 million, which will be financed with
from the existing resources of CITIC Group
and GE Equity.

At the Company’s request, trading in
AsiaSat's shares on the Hong Kong Stock

Exchange was suspended from 11.19AM on
9 February 2007 (Hong Kong time) and trad-
ing in the ADSs on the New York Stock Ex-
change was suspended on 9 February 2007.
An application has been made by AsiaSat
to the Hong Kong Stock Exchange for re-
sumption of trading in AsiaSat’s shares with
effect from 9:30AM on 14 February 2007
(Hong Kong time) and trading will resume in
the ADSs with effect from commencement
of the New York Stock Exchange trading day
on 14 February 2007. ]

Modernday is undergoing a change of name
to AsiaCo Acquisition Limited

Globecomm Systems has recently announced
record revenues for Fiscal 2007 Second
Quarter (F2007 Q2) and six-month financial

results.

Globecomm Systems Inc., a global pro-
vider of end-to-end satellite-based commu-
nications solutions, has recently announced
financial results for the Company’s fiscal
2007 second quarter and six-months ended
31 December 2006.

Fiscal Year 2007 second quarter results
Revenues for the Company’s fiscal 2007 sec-
ond quarter increased 22.8 per cent to a
record $36.7 million, compared to $29.9 mil-
lion in the same period last year. Revenues
from ground segment systems, networks and
enterprise solutions increased by 25.4 per
cent to $28.4 million driven by continued
success in the government marketplace.
Revenues from data communications serv-
ices increased 14.5 per cent to $8.4 million
revenue mainly in life cycle support services
in the government marketplace. Overall, rev-
enues in the government marketplace as a
percentage of total revenues increased to 62
per cent for the three-months ended 31 De-
cember 2006 from 56 per cent in the same
period last year.

Net income for the Company'’s fiscal
2007 second quarter increased 92.7 per cent
to $1.8 million, or $0.11 per diluted share,
compared to net income of $0.9 million, or
$0.06 per diluted share, in the second quar-
ter of fiscal 2006.

The increased revenue and increase in
gross margin percentage drove the increase
in net income. The increase in gross margin
was mainly driven by the ground segment
systems, networks and enterprise solutions’
pre-engineered systems product line in the
government marketplace.

Fiscal Year 2007 six-month results
Revenues for the Company'’s fiscal 2007 six-
months ended December 31, 2006 in-
creased 5.0 per cent to a record $62.4 mil-
lion, compared to $59.5 million in the same
period last year. The increase in revenues
was driven by a 19.9 per cent increase in
revenues by the data communications serv-
ices business segment primarily driven by
increased life cycle support services, along
with an increase in telephony service rev-
enue. Revenue for ground segment systems,
networks and enterprise solutions remained
relatively consistent compared to the same
period last year. Overall, revenues in the
government marketplace as a percentage of
total revenues increased to 62 per cent for
the six-months ended December 31, 2006
from 52 per centin the same period last year.

Net income for the Company’s first six-
months of fiscal 2007 increased 55.5 per cent
to $2.7 million, or $0.17 per diluted share,
compared to net income of $1.8 million, or
$0.11 per diluted share, in the same period
last year. The increased revenue and an in-
crease in the overall gross margin percent-
age of the Company drove the increase in
net income. The increase in gross margin is
due to increased revenue in the government
marketplace in both the life cycle support
services and pre-engineered systems prod-
uct line in the data communications services
and ground segment systems, networks and
enterprise solutions business segments, re-
spectively.

Management’s review of results
David Hershberg, Chairman and Chief Ex-

ecutive Officer (CEO) of the Company, said:
“Globecomm continues to gain traction in the
government marketplace in both the ground
segment systems, networks and enterprise
solutions, and the data communications serv-
ices business segments, which is resulting
from the ability to provide turnkey systems
and related services under one roof. For ex-
ample, in the second quarter, the Company
announced a multi-year life cycle support
services contract from Harris Corporation to
sustain the Federal Aviation Administration
FTI-SAT program by supporting equipment
previously deployed by Globecomm at forty-
three sites across the US. We are increas-
ingly seeing requests for these types of turn-
key services and have the infrastructure in
place to rapidly respond to such require-
ments.” Hershberg continued, “During the
quarter, the Company received a contract for
multi-band Auto-Explorer terminals, which
allow for ease of operation on both commer-
cial and military satellites. This is a very im-
portant contract as it sets the foundation for
the development of future multi-band termi-
nals, including Ka-Band to support commu-
nications to and from the next generation of
military satellites slated for launch in the next
eighteen months. Additionally, the Company
received a follow-on contract from NATO to
provide additional systems in support of a
multi-national global positioning satellite-
based friendly Force Tracking System (FTS).
We are hopeful that there will be additional
FTS requirements in the future and look to
expand the Company’s current relationship
with NATO.”

Management’s current expectations

Globecomm continues to expect record con-
solidated revenues for fiscal year 2007 in
excess of $145 million, or at least a 15 per
cent increase over fiscal 2006, and record
earnings per diluted share in excess of $0.45
per share, representing at least a 67 per cent
increase over fiscal 2006 earnings per diluted
share, excluding a net non-recurring gain in
fiscal 2006 in the amount of $0.02 of earn-
ings per diluted share. |
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Preparatory meeting
paves the way

WRC-07 will facilitate the future management of spectrum in more
efficient ways, with global implications for policy-makers and industry as

well as end users.

Clear headway was made at the Confer-
ence Preparatory Meeting (CPM-07) by the
adoption of a Report containing the techni-
cal, operational and regulatory bases to be
used by the World Radiocommunication
Conference (WRC-07) that will take place
later this year. Nearly 1100 participants from
over 100 countries attended the meeting.

World radiocommunication conferences
are mandated to review and revise Radio
Regulations, the international treaty govern-
ing the use of radio-frequency spectrum and
satellite orbits. WRC-07 will facilitate the fu-
ture management of spectrum in more effi-
cient ways, with global implications for policy-
makers and industry as well as end users.

CPM-07 addressed a variety of fre-
quency-related matters dealing with the fu-
ture development of communications such
as aeronautical telemetry and telecommand
systems, satellite services, mobile commu-
nications, maritime distress and safety sig-
nals, digital broadcasting, satellites for me-
teorology, and the prediction and detection
of natural disasters.

Chairman of CPM-07, Mr Kavouss
Arasteh said, “Following a lengthy and pro-
ductive preparatory process during the past
four years, one basic principle prevailed, that
of consensus building. Even though the
number of agenda items involved in the proc-
ess was about half of those dealt with in pre-
vious conferences, there were still some very
complex and controversial matters on the
table.” The Chairman added that thanks to
the spirit of cooperation, compromise, mu-
tual understanding and the principle of con-
sensus building, the output represents bal-
anced results, which will greatly facilitate the
work of WRC-07. In his closing remarks, Mr
Arasteh said, “I strongly believe that the CPM
process is very important and useful for the
ITU membership, in particular, for those who
were unable to attend the ITU Radiocommu-
nication Study Group meetings and even the
CPM-07 meeting. | hope that we have re-
sponded to the expectations of the member-
ship.”

Mr Houlin Zhao, Deputy Secretary-Gen-
eral of ITU stated, “The outcome of this meet-
ing represents an important step in the na-
tional and regional preparations for WRC-07,
the landmark event for the advancement of
radiocommunications that will take place next

autumn.”

CPM-07 reached consensus on the ad-
ditional spectrum needed for the future de-
velopment of 3G mobile communications in-
cluding IMT-2000 and IMT-Advanced, as well
as the management of existing band usage.

trial and satellite aspects with special atten-
tion to the needs of developing countries.
Agreement was also reached on the techni-
cal basis and compatibility studies for the
upgrade of radiolocation services to primary
status in the 9000-9200 MHz and 9300-9500

Discussions took into account both terres-  pMHz. [ |
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NSR’s recent Global Assessment of Satellite Demand, 3rd. Edition study
indicates that NSS-8 would have added only about 1.6 per cent to the

global total of C-band supply and 0.9 per cent to global Ku-band supply if it
had been successfully launched.

The explosion of the Sea Launch rocket
carrying the NSS-8 satellite in late January
2007 provides an unfortunate yet useful il-
lustration of how individual satellites can im-
pact transponder supply in specific regional
markets and how this effect is viewed both
by satellite operators and users of commer-
cial satellite capacity. Over the years, NSR
has noted all too often that the commercial
satellite industry either gives little attention
to the issue, simply making general com-
ments like “we have oversupply” or con-
versely “we have undersupply”. Or, one op-
erator in a specific market may state they are
seeing “oversupply” while another may claim
that the market is experiencing “undersupply.
But the reality is that they are referring to
internal demand on their fleets and not to
the condition of the overall market. NSR has
seen over and over again that the issue of
“supply” in a specific market has many fac-
ets, and “over” or “under” all depend on how
one looks at the market in question.

Returning to the NSS-8 failure, research
from NSR’s recent Global Assessment of
Satellite Demand, 3rd. Edition study indicates
that NSS-8 would have added only about 1.6
per cent to the global total of C-band supply
and 0.9 per cent to global Ku-band supply
should it have been successfully launched.
In key markets addressed by NSS-8 such
as South Asia or Sub-Saharan Africa, the
supply growth would have been on the order
of 2.7 per cent to 3.8 per cent for C-band
capacity and 3.7 per cent to 4.5 per cent for
Ku-band capacity. Of course, even these
numbers are a bit arbitrary because un-
leased supply can technically be allocated
in any proportion to any market covered by
a specific satellite footprint.

These numbers also illustrate that the im-
pact in terms of commercial C-band and Ku-
band supply of the NSS-8 satellite, or in fact
any single commercial satellite, is not very
large. The importance of any single satellite
on supply in a market is even further dimin-
ished when one considers that NSR esti-
mates C-band fill rates in Sub-Saharan Af-
rica were averaging 56 per cent in 2006,
and Ku-band fill stood at about 67 per cent.
In South Asia, C-band fill rates were about
65 per cent, and Ku-band fill rates were av-
eraging 63 per cent. This implies that un-
leased capacity stood at roughly four to ten
times (depending on the market) the capac-

ity that would have been brought to bear
should the NSS-8 satellite have been suc-
cessfully launched.

Given the above, one might think that the
loss of the NSS-8 was a blessing in disguise
for the overall commercial satellite sector
given this “oversupply” of capacity. It is at this
point, as one delves deeper into the subject
of transponder supply, that it becomes
clearer that issues surrounding over and
undersupply are not so straight forward. First
and foremost, not all transponder supply is
“created equal”’. The above analysis, while
only considering station-kept satellites, takes
no account of the exact coverage areas of
the satellites over the Sub-Saharan African
or South Asian markets. Nor does it consider
the power levels in each beam or the life-
time left on the satellites addressing each
market.

For example, if one were looking for sev-
eral transponders worth of high power Ku-
band capacity on satellites that have at least
10-years lifetime left for DTH services in East
Africa or Pakistan, there may well be a short-
age of capacity. Conversely, should one only
need a few MHz of lower power C-band ca-
pacity for a one or two year period, then there
would almost certainly be an abundance of
transponder capacity available for leasing.

The loss of NSS-8 will certainly be bit-
terly felt by SES New Skies. In general, the
failure of any satellite is poor news for our
industry as it is a terrible waste of capital
resources, often leads to delays for other
launches or raises concerns for existing on-
orbit satellites for other operators, and only
gives terrestrial service providers fuel in their
constant competition with satellite service
providers for many classes of customers. For
SES New Skies in particular, the NSS-8 sat-
ellite would have positioned them well for
potentially picking up business in hot mar-
kets like DTH services in India, Pakistan,
East Africa and elsewhere. These opportu-
nities are largely lost for them for the next
few years or will oblige SES Global to look
for opportunities to possibly reposition an-
other satellite asset to the 57 East slot in
order to reinforce the aging NSS-703 satel-
lite currently at this location.

Conversely, the failure of the NSS-8 sat-
ellite offers opportunities to the other major
global players and smaller regional opera-
tors to fill any gaps that SES Global cannot

manage to cover. From the point of view of a
client of satellite services, the redundancy
built into the commercial satellite market of
multiple players with different satellites cov-
ering specific markets is important for ensur-
ing that new businesses can get off the
ground or existing services can expand no
matter the situation of any single satellite
(though, not without some heartache in case
of failures).

Going even a step further, one can
speculate that the loss of NSS-8 could lead
to even more transponder supply being
launched in the coming years than if it had
been successful. This line of reasoning goes
as such. New operators are appearing within
the commercial satellite market almost as
fast as consolidation is seen on the top end.
The prospects of companies such as
ProtoStar, KazSat and Asia Broadcast Sat-
ellite are improved (though not guaranteed)
because they will now have somewhat less
competition in a number of the key markets
they are targeting. Should the above com-
panies meet with success, it can be expected
the chances that they will launch new satel-
lites for new markets (which is the stated goal
of all three) will increase measurably.

It is hoped that the above market analy-
sis has helped shed some light on the intri-
cate and at times conflicting nature of as-
sessing commercial transponder supply in
our industry. The nature of transponder sup-
ply depends greatly on who you are, what
capacity you want to lease or have to sell,
and how a satellite operator attributes sup-
ply on its own fleet and that of its competi-
tors. Further, the law of unintended conse-
quences is in full effect in our industry, and
while no one wants to see a launch failure, it
is illustrated above that failures have the
potential to actually lead to more supply on
the market. A careful understanding of com-
mercial satellite transponder supply is cru-
cial for success in our industry, and more in-
depth discussion on the subject will hope-
fully help all parties to better find the right
balance between supply and demand that is
so crucial to the financial success of all in-
volved. u

The full report - Global Assessment of
Satellite Demand, 3rd Edition is available
from NSR. Visit www.nsr.com
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Following the unsuccessful launch of the NSS-8
spacecraft on January 30, and subsequent
safing of all systems, Sea Launch is now in the
process of securing the Odyssey Launch
Platform and taking initial measures to
determine the root cause and implement
necessary corrective actions.

On January 30, a Zenit-3SL vehicle, car-
rying the NSS-8 satellite, experienced an un-
successful launch. All personnel at the
launch site were accounted for and there
were no injuries. “The safety of our people is
our number one priority,” said Rob Peckham,
president of Sea Launch, immediately follow-
ing the incident.

A minute after the event, an Incident
Command team was organized to check all
systems for safety and to secure the Odys-

sey Launch Platform. A preliminary assess-
ment of the platform indicated that, while it
sustained limited damage, the integrity and
functionality of essential marine, communi-
cations and crew support systems remained
intact. The team performed a comprehensive
assessment of all aspects of the vessel, in-
cluding its structural integrity and seaworthi-
ness, in anticipation of identifying and plan-
ning the next steps.
Within a few hours the marine crew de-
termined the Launch Platform was
safe and capable of operating un-

. der its own power, and began to
repopulate the vessel. The Sea
Launch Commander, which was
positioned four miles from the
Launch Platform at the time of lift-
off, incurred no damage during the
launch attempt and supported all
safing and securing activities on
the Odyssey.

In the process of verifying her
seaworthiness, the marine crew
confirmed that the Odyssey’s main
structures were in good condition
and marine systems were opera-
tional. With requisite certification in
hand, both the Odyssey and the
Sea Launch Commander departed
the launch site at the Equator to
return to Sea Launch Home Port
in Long Beach, California. Both
vessels travelled under their own
power and at normal speeds, ar-
riving at Home Port on predicted
schedules.

The Sea Launch team submit-
ted applications for all necessary
permits and licenses required for
repairing the Launch Platform as
well as for an investigation of the
event.

The Sea Launch partners are
now conducting an independent
investigation to review relevant
data, determine root cause and
develop recommendations for cor-
rective actions. In accordance with
established procedures, Sea
Launch Company established a

Failure Review Oversight Board (FROB) to
review the partners’ findings, conclusions
and recommendations. Kirk Pysher, Vice
President and Chief Systems Engineer for
Sea Launch, is chairing this board. The pri-
mary activity of the FROB will commence
once the partner-led independent investiga-
tion is complete.

Concurrently, Sea Launch is making the
necessary repairs required for re-certifica-
tion of the Odyssey to ensure a safe, thor-
ough and efficient return to reliable service.
The most notable damage found during the
vessel’'s assessment was the loss of the
flame deflector, located below the launch
pad, and the position of the aft doors of the
hangar, which were off of their supports. This
hangar houses and protects the transporter-
erector support structure during launch op-
erations. Other Launch Support Equipment
was found to be in good condition. Plans for
resuming the 2007 manifest will be deter-
mined, pending repairs on the Launch Plat-
form and results of the investigation.

“Our team has witnessed first hand the
robustness of the Launch Platform, which
was designed and built to withstand a full
range of conditions, including off-nominal
scenarios,” said Peckham. “The inherent
strength of this vessel, combined with the
safe and professional response of the launch
team, characterizes a system that is capa-
ble of operating in the most demanding of
conditions, for the purpose of serving our
customers.

“We deeply regret the loss of the NSS-8
satellite, which was designed to be a signifi-
cant part of the SES NEW SKIES fleet, said
Peckham. “We are receiving consistent ex-
pressions of confidence in our system and
our team from our customers and the insur-
ance community. “The Sea Launch team is
the best in the business and will continue to
work diligently to understand the anomaly,
identify the root cause and determine a cor-
rective course of action. As we move forward,
we are maintaining a positive, progressive
mind-set and a dedication to excellence. We
have begun to discuss a plan for a Return to
Flight”

The Sea Launch team demonstrates
strength in the face of adversity

“Facing significant challenges following the
unsuccessful launch, the team at the launch
site pursued an emergency plan of action
that got both the people and the vessels pre-
pared to sail home in a matter of three days.
The team’s coordinated actions demon-
strated, yet again, its extraordinary skills —
leadership, efficiency, professionalism and
competence,” concluded Peckham. u
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