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the region as well as most of the strongest independent service providers. In particular,
Impsat (now Global Crossing) was a key strategic provider of services on the Hughes
platforms with both companies staying loyal to each other for over ten years. Through its
partnerships, Hughes built a large market share in the continent, but by 2001 several
factors were beginning to come together which meant that the established order was fast
disappearing. Many of the major VSAT providers had been lured by the prospects of
terrestrial services which had been substantially deregulated from 1998 onwards across
the region. None more so than Impsat, which had completely re-invented its strategy and
carried through an IPO, based on an aggressive plan to roll out thousands of kilometres of
fibre.

The collapse of the tech market and the economic downturn which followed consequently
caught all of these companies off guard and several, including Impsat, went bankrupt.
Coupled with a lack of willingness to invest on the part of many of the smaller service
providers, Hughes re-evaluated its strategy in the region. The company has long had a
strategy of moving its business more towards a service base and with leading service
operations in Europe, India and the United States, Latin America was another logical step.
The path had not been so clear in previous years not least because there existed regulatory
barriers and a lack of appropriate space segment. With deregulation allowing new licences
and PanAmSat achieving landing rights for Ku-band capacity in Brazil, the way was open for
Hughes to establish its own service as a natural progression of its business.

Hughes do Brasil applied for its own licence at the end of 2002, having already discussed
various partnership possibilities with several potential companies. Rather than re-invent
the wheel it negotiated an agreement with Impsat in Brazil to host an HdB-owned hub at its
teleport site in Sdo Paulo. Consequently, a DirecWay hub was brought into operation in
Brazil in the first half of 2003 and Hughes began marketing its own service in the country
based on Ku-band capacity on Intelsat’s 1S-9 satellite. The company subsequently opened
its own teleport and NOC facility in Barueri (in the suburbs of Sao Paulo) and moved its hub
operations. Global Crossing is HdB's outsourcing agent and is able to sell services through
the hub as a VAR, but the service belongs to HdB. Whilst the base platform exists in Brazil
and customer care support functions are provided from there, use is also made of the
company’'s systems infrastructure in the US. Initially, the service was only sold in Brazil,
but the company has every intention of expanding into surrounding countries as the
opportunities arise and already serves ExxonMobil across the continent.

In terms of marketing in the major enterprise sector, Hughes both sells its service directly
and through a number of relationships which include Impsat, Telefénica and Qi (formerly
known as Telemar) — all of whom target the large corporate and government organisations.
The company always considered that it might also package a service for the SME/SoHo
customer to be sold through VARs and this was a strategy which it finally embarked upon in
2004. It recruited a number of resellers and continues to sign up new ones, especially
where it can see they can add significant value in a specific vertical segment. However, it
has no intention to compete with Star One for the consumer Internet access market.
Whilst it started with the DWB000 platform, 2006 saw it upgrade to the latest HughesNet
system, the HN7000/7700S with DVB-S2 ACM which, the company believes, gives it a
large advantage in the market.

The company has successfully managed to continue Hughes' success of the past where it
was very strong in sales to the largest sector of demand - the banks. Hughes systems are
in use at nine out of ten of the country’'s largest banks and two of these - Itau and
ABN-Amro now use HdB's service through Telefénica and Oi respectively. Additionally, other
major banks, such as HSBC, have also migrated to Hughes’'s system through other
operators. The company also had some success in the retail segment, which was an area it
identified early on as having potential, and during 2006, it won several major accounts in the
interactive distance learning (IDL) market. In 2005 the Ministry of Education introduced
new regulations for digital inclusion which catalysed the demand for IDL and brought many
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opportunities with both state and private educational institutions. HdB sold networks both
directly and through partners to several state school projects, universities and colleges,
leveraging the increased data rates on the HN700Q0S platform and its ability to support
video, VOIP and data in a triple-play. The past two years have seen it capitalise on this
success and it now believes that the corporate training market is also beginning to open up
as an opportunity. The company estimates that it has about 60 per cent of the IDL market
in Brazil today.

The introduction of the HN7000S platform has also helped HdB to position itself to serve
the growing need for video, VOIP and bandwidth intensive data applications now being
implemented by customers in other segments, including banking and retail. There has been
an upsurge of centralised applications based on ERP systems, such as SAP and Oracle,
which has brought with it an increased network criticality. A loss of connectivity brings
application downtime and the loss of real business, so the need for back-up and secure
networks has grown with the introduction of these ERP systems. In some instances HdB
has been successful selling the primary network to these customers, in others it provides a
secondary overlay network. Retailers have also begun the adoption of digital signage
systems and Hughes has sold two networks to the largest supermarkets in Brazil -
Carrefour and Pao de Acgucar - through CerejaPRN, a specialist in retail media networks.
Alongside retailers, Hughes believes that banks might also show some tangible interest.

There has been a recent consolidation between two of the major banks and it appears
possible that this might prompt further requirements for ATM and back-up networks.
Additionally, Brazil has a relatively unique system whereby the banks maintain a large
network of independent representatives — often local business people with an existing retail
premise. These representatives number in the tens of thousands across the country and
manage local the banking requirements for the population, processing payments, bills and
other transactions — reportedly handling as much as 40 per cent of all financial movements
in Brazil. Hughes has begun to build an offer for this potential opportunity and already has a
reasonable number of sites installed for this application. In general, the company believes
that the Brazilian market has matured to a state that the high level value proposition that
it sells in the United States can be relevant locally and this was never so evident as in the
gas/convenience segment where HdB has several major customers.

All the activity in the enterprise market has conspired to remove focus from the company’s
managed broadband access services. Hughes continues to maintain the business which
enjoys very low rates of churn as several of its key resellers have established successful
strategies to penetrate both large accounts and individual users. However, growing rates
for satellite capacity and better opportunities elsewhere have limited growth over the past
two years. It was the agriculture sector that provided the main demand in previous years
as the requirement from primary producers picked business, fuelled by the growth in
demand for fuel products, especially ethanol for which Brazil is the world leader in both
technology and production. The vast majority of agricultural users are, of course, rural and
there is a recognition that they have to employ the best technology in order to remain
competitive. Value added services are also important for these customers and HdB informs
us that its resellers do not simply pass through an internet access service - many also
integrate VPNs and VolP services.

Since our last report, two other areas of opportunity have arisen. The first is best
illustrated by a network the company has provided to the government of Amazonas state
that placed a contract with Hughes to implement a dual eGovernment and public internet
access network. Hughes has integrated local WiFi and urban WIMAX systems with its HX
VSAT platform enabling the government to run eGovernment applications, such as database
gueries, as well as provide free public internet access to the population. An HX hub has
been installed in the state capital, Manaus, which hosts the central eGovernment
applications whilst internet access is passed via another satellite link to Hughes' hub in Sao
Paulo. These state projects are far more rationally administered than some of the major
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central government networks which often become ridiculously competitive. The company did
well in 2004 and 2005 to avoid some of the incredibly low pricing which came about as a
result of some of the reverse auction processes, which are common in the government
segment. This, we believe, is a good strategy because operators making losses on
contracts have no choice but to cut corners and this would not be a good way to promote
the capabilities of VSAT services. Despite the fact that these government programmes
remain a major area of opportunity, the last RFP to upgrade and extend the GESAC network
from 4,400 VSATs to about 10,000 was so aggressively fought over by BTLA (Comsat) and
Embratel that once again, Hughes felt that is simply didn’'t make economic sense to pursue
the contract.

The second area of change came with the national regulator, Anatel’s decision in April 2008
to award GSM licences tied to a universal service obligation (USQO) to provide cellular
coverage in 1,800 of Brazil's 5,665 cities. The four major GSM operators — Vivo, TIM, Claro
and Qi - all have to connect around 500 cities each, half in the first year of operation and
half by the second anniversary. Around 30 per cent of the initial 1,000 sites are believed to
require satellite links and Hughes has won 80 links with both Vivo and TIM, a great
achievement considering Claro is captive to Embratel and TIM also has an in-house operator.
Hughes has implemented C-band SCPC links using Comtech modems - the same style of
solution as employed by Hughes India — and is working to approve its HX system for potential
deployment in the future. Given the fact that the GSM providers chose the easiest cities to
connect for the first phase of deployment, Hughes expects that the second phase will
require even more satellite links.

The telecoms market in Brazil continues to be intensely competitive at all levels. Hughes
believes that the demand for VSAT is still evident and that, even with the large terrestrial
build out in the south of the country and the ensuing price war that followed, a smart VSAT
provider will be able to sell its value in coverage and reliability. There is also now evidence
that the terrestrial network in some areas is reaching capacity, but there is a marked
reluctance on the part of the major carriers to invest in new infrastructure further
increasing the opportunity for VSATs. HdB believes that as the manufacturer of its system
and the fact that it is competitively positioned in terms of both its support infrastructure
and its space segment costs, it is amongst the most competitive of all the operators of
broadband satellite systems in Brazil today. As such, its largest competitors are the major
terrestrial providers — Telefénica, Oi, Brasil Telecom and Embratel.

Hughes believes that Brazil continues to offer plenty of potential for VSAT services for the
foreseeable future. With the gradual demise of the old Comsat VSAT business following the
acquisition by BT, it believes that it has risen to be the second largest VSAT operator in the
country after the PTO, Embratel which enjoys a considerable advantage due to its ownership
of the national satellite system. This marks a small blot on an otherwise rosy picture for
both Hughes do Brasil and VSAT services in the country — the high price of and shortage of
space segment. Hughes has a close relationship with Intelsat and this has seen it through
some of the large demands placed by the GSM operators, but long term this does remain an
issue in Brazil and the continent as a whole. Aside of this, Hughes do Brasil is extremely
optimistic about the prospects for the growth of its service business and informs us that it
sees no major barrier to the continuation of this situation for the next two to three years.
It has managed to grow by almost 50 per cent annually since 2006 and, whilst it is
cautious, it expects to continue to grow strongly through 2010. Brazil has been a real
success story for Hughes and through careful and intuitive management, the company has
grown from nothing to eclipse former leaders in the VSAT networking business. Once again,
Hughes do Brasil has good reason to feel confident about the strength of the market and its
own performance.
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Systems & Facilities:

Star: Hughes, HN7000S Hubs: Griesheim, Germany
Hughes, HX Fucino, Italy (Telespazio)
Mesh: Hughes, HX260 Satellites Used: Eutelsat W3, W2A, EB3
SCPC- Yes and Intelsat-10

Service Area: Europe/World
Install, S&M.: Third parties

Frequency: Ku and C-band

Other: One way services based on
HN700Q0. Managed hybrid
VSAT/terrestrial services,
DSL and GPRS

Commercial Factors:

Growth: ~53% (2007/8) Capacity: ~230 MHz
Staff: ~145 Revenue: Estimated ~US$95 million
(2008)
Business:
TDMA Business Total Hughes Europe is the largest provider of enterprise
TDMA Installations: 36,215 VSAT networks and satellite broadband services in
TDMA Customers: ~10 + SMEs  Europe. The company currently has approximately 10

enterprise accounts with approximately 31,000 enterprise sites in service and 5,300
broadband subscribers sold through a network of value added resellers. Enterprise
reference accounts include Shell, Camelot, General Motors, Volkswagen, BP and Asda.
Hughes Europe introduced its own version of Hughes’ Unified Broadband service during
2006 and, since that time has signed four major contracts to provide this hybrid VSAT/DSL
solution. In total, the company now supports almost 50,000 managed sites, including a
substantial number for Afsat which has NOCs located at Hughes Europe’s teleport in
Griesheim. Around 9,000 are managed DSL connections and 1,000 use GPRS.

Of the 5,300 HughesNet Internet access satellite broadband subscribers approximately
2,800 are believed to be in the Middle East and Africa and 2,500 in Europe. It also
operates a one-way HughesNet service in Europe which is now firmly aimed at the
enterprise market.

Additional Information:

Hughes Network Systems Europe (Hughes Europe) is a wholly-owned subsidiary of Hughes
Network Systems LLC, the largest manufacturer and service provider of VSAT systems in
the world. The service part of Hughes Europe was begun as a 50/50 joint venture between
Hughes and Olivetti in 1996 as Hughes-0livetti Telecom. In 1998 Hughes purchased all of
Olivetti’'s shares and renamed it HOT Telecommunications which was subsequently rolled
into Hughes Europe as a single operating entity in 2003. Today, Hughes Europe provides
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both service, based on the Hughes VSAT platforms, and hardware sales. Hughes Europe
was started with the intention of offering pan-European interactive VSAT services in the
enterprise market and is currently the largest provider of these services in the region. lts
horizons have since expanded and it now bids all types of enterprise networking contracts
for customers based in Europe, even those with a worldwide network, and it has built
Europe’s largest satellite broadband VSAT service extending into the Middle East and
Africa.

The company came out of the starting gate targeting the most obvious market sectors -
petroleum retailers, hotels, car rental companies and automotive dealerships, all with pan-
European businesses. It largely avoided the retail sector initially which tended to be very
fragmented and domestically based, but this has become a greater focus in recent years. It
was pan-European automotive dealership networks and government agencies which provided
Hughes Europe’s core customer base over the first years of its operations. Many of these
first customers - GM and TK Maxx for example - were originally gifts from the Hughes
business in the US, but this again has changed in more recent times. However, this was
not the whole story and over the years Hughes Europe has provided networks with European
enterprises unrelated to its parent’s business, such as the UK Post Office, Tesco and
Volkswagen.

Hughes has run its shared hub service in the USA since it entered the business in the mid-
1980s, and had participated in service joint ventures in Turkey, India and Mexico, so Hughes
Europe was a logical extension and a consolidation of Hughes' position and long term
strategy for the VSAT business. The resources at the venture's disposal are really quite
substantial - Hughes has a long-established sales and marketing effort in Europe and offices
in Milcon Keynes (UK), Rome (Italy) and Griesheim near Frankfurt (Germany) staffed by
around 145 people. Hughes runs its network operations from its primary teleport site at
Griesheim, near Frankfurt, operates a second diverse NOC from Telespazio’s major teleport
facility in Fucino, northern lItaly, and has its European headquarters in Milton Keynes, UK.
Its service platform has worked through the various stages of the Hughes products from
the PES in the early days to the HN700O0OS today and the past two years have seen it
consolidate its platforms to the HN7000 and HX200 systems. The company’'s NOC offers
multi-lingual support to each of the customers on the service and is staffed 24x7.

At the time of embarking on the enterprise, Hughes Europe clearly believed that the
European market had matured to the extent that deregulation had reached a stage which
allowed the company to feel confident in its ability to provide service across the continent.
That said, the regulatory barriers continue to present a problem for Hughes Europe and its
direct competitors. The issue is far less than it was five years ago, with problem countries
like Greece having effectively deregulated, but licence fees and procedures remain a bone of
contention and Hughes Europe continues to lobby for more equitable access. Other issues,
such as the acceptance of the technology by enterprise users and whether the solution
could reach a competitive price point were believed to be either solved or solvable. However,
even today, the stranglehold of the dominant operators remains a problem and customers in
Europe continue to be very conservative unlike many of their counterparts in the United
States.

In the beginning, this service initiative from Hughes clearly upset some of the company’s
operator customers. It was always possible that some operators of Hughes hubs might find
themselves facing their own vendor in a bid, but there was little that could have been done
to avoid that. Over the years this situation has indeed arisen, but to be fair to Hughes
Europe the company has mostly targeted the major opportunities in the region, leaving the
smaller networks to the local shared hub operators. The major operators which suffered
were those which harboured ambitions to provide similar regional service platforms -
GlobalOne and Unisource Satellite Services (USS) are the two main ones which come to
mind from the past. No one relishes the thought of competing against an operator which is
also the manufacturer and this made life particularly hard for USS although the company
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seemed to find the market hard enough without major competition. Despite the complaints
about this situation, the fact is that Hughes Europe did appear to catalyse the market in
many ways and it is highly doubtful that Hughes could have achieved the volumes it has
without the presence of a committed service subsidiary in Europe.

Hughes Europe’s major breakthrough was when it sold a 3,500 site network to General
Motors/Opel. This was always likely to be a good prospect for the company as GM was
Hughes’ parent company and was a Hughes VSAT customer in the USA. Since that time,
Hughes Europe has been successful in winning a good proportion of the major accounts
which have come up for bid in Europe and has established itself as the leading shared service
provider in the enterprise segment in the region with over 50 per cent of the enterprise
terminals in service in Western Europe. However, the company does have a harder time of
things than in the United States. Palitics, national alliances and service platforms take on a
different meaning in Europe and it has had to fight hard in several contracts, some of which
it has lost out to the likes of BT, Vizada, T-Systems, AT&T Global Network (AGN) and
Satlynx. At one time each of these were significant competitors, but today it would only be
realistic to rate Satlynx at this level in the enterprise networking market. However, as
some of the operators which once focused exclusively on the SME broadband market find it
tough going, 2005 onwards saw them increasingly to look towards large enterprise deals to
provide growth. We questioned at the time whether these companies really had it in them
to provide the kind of quality networking support which Hughes Europe and Satlynx provide,
and this largely seems to have worked out in practice with little real impact on either
Hughes Europe or Satlynx.

In terms of its selling points, Hughes Europe emphasises the facts that interactive data
VSAT services have proved to be extremely competitive with terrestrial services in North
America and Europe, that the technology offers greater dynamic flexibility and a proven
upgrade path coupled with longevity of service. The company also trumpets its leading
market position and the fact that it is more competitive in scale than its rivals. It is more
likely than not that Hughes Europe will continue to be successful. It lays a heavy emphasis
on its ability to work with the customer to optimise its applications for the VSAT technology
and contributes intensively in almost a consultancy role to ensure that the LAN and WAN
platforms perform to their best - a cradle to grave service.

The company has been able to develop a clear understanding of most customers’ needs and
believes that its expertise in IP networking and software and hardware integration is crucial.
In the initial phase, customers are signed up for a pilot network for which they are expected
to pay because Hughes Europe, like most others, believes that some level of commitment is
required to qualify a customer’s interest. On the successful completion of the trial, judged
by a number of pre-agreed tests, the full network deployment begins. Hughes Europe
contracts to provide a minimum of 99.5 per cent availability - end to end - targets 899.7 per
cent and claims to achieve 99.8 per cent. This is measured over three monthly segments
and there are penalties tied to non-availability of the service (including hardware down time),
so field service response is also critical for the company.

Since 2000 the company became more focused on building new business around value added
services and proving the benefits which the technology could bring with support for a variety
of different applications. These included things like video and data multicasting and music
and audio delivery which, Hughes Europe believed, needed to be sold individually into different
parts of a customer’s corporate structure, obtaining buy-in from each. Largely this was a
result of the company’s frustration with the lack of vision by many potential users and the
conservatism seen in many European businesses. Much of this strategic direction towards
a greater emphasis on service based solutions is mirrored in the intentions of Hughes
Europe’s parent in the US. Hughes Europe is smaller and more nimble than its parent (and
arguably has less to lose), but it has what is possibly the most important ingredient - the
willingness to take ownership of the project and bring all the elements together in a
comprehensive solution from the LAN and WAN to the applications and hardware. We have
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commented before on how we had been impressed by the level of integration we had seen
offered by the company.

This was made manifest in 2003 with the company’s network deployment for Tesco, the
UK’'s largest supermarket chain, which supported 5,000 screens at its 100 largest
superstores. Hughes Europe’'s success at Tesco was helped by the fact that it had also
been focusing its sales teams on specific opportunities, establishing better processes and
disciplines, conducting more training and standardising solutions. The company has tried to
bring a more systematic approach and turn one of the European region’s largest problems -
fragmentation - into an advantage by pursuing a greater focus on exploiting particular
vertical segments of the market. The company continues to see potential in the retail
sector of the market and believes that its initiatives to bring a richer level of application
support to its platform are critical to many key accounts. This did yield some results and,
along with Tesco, the company also signed up Asda, another major supermarket chain in the
UK. Hughes Europe believes that globalisation is leading to standardisation in operational
functionality and that pan-European networking across what have been diverse groups is
now in greater demand. It is building more standardisation into its own service products to
meet this need in the form of a single SLA, standard tariffs across the region, a single point
of contact as well as standardisation of back-office applications.

A further step in this philosophy came with the company’'s introduction of a hybrid
VSAT/DSL solution.  Like its parent in the United States, Hughes Europe had been
increasingly frustrated by the focus by enterprise customers on DSL solutions to the
exclusion of almost anything else. With some large accounts only inviting DSL-based
providers to bid and so in some instances Hughes Europe was not even able to offer its
service. In the US, Hughes had finally decided to address this problem by reselling DSL
connections as part of a unified managed solution. Hughes Europe introduced the same
service, tying DSL connections back into its management NOC and providing a single point of
contact for the customer. In 2006 this led to its successful bid to provide the European
network for BP — a major account with many thousands of sites across the continent. We
understand that the approach has begun to open doors where once they would have been
closed and, whilst the company cannot claim that contracting with and managing many
national carriers is easy, it does allow it to retain ownership of the customer and maximise
the use of VSAT technology in a network. Hughes Europe has made great strides in quality
control, accessibility, responsiveness and service delivery over the past few years and this
has filcered right down into the company’s employee base. This has been recognised and
commented on by the company’s customers.

Whilst Hughes Europe did continue to sign deals in Europe over the past two years, it has
seen a number of its older accounts erode and expire as well. 2006 was a difficult year for
the company with a great deal of work done to revitalise the business, work with new
prospects and put its Unified Broadband service platform in place. Lead times have always
been long in the VSAT business and Europe is probably worse than elsewhere. Some really
key deals were signed or set up, but very little led to revenue generation during 2006 itself
and the company had to consoclidate its resources to address this. 2007 and 2008 saw
Hughes Europe reap the results of the work it did during this time. BP for one began rolling
out and mid-2007 saw the company sign the largest ever VSAT deal seen in Europe. This
network, which now encompasses almost 30,000 sites for Camelot, the UK lottery, is one
of the top five biggest networks ever sold in the world and possibly the largest ever single
enterprise contract won at one go. Thus, 2008 was an epic year for the company which
managed the massive deployment of the entire network over a 12 month period. With major
penalties at all levels, Camelot trusted Hughes Europe to deliver its network in time for its
latest concession that began in February 2009. The company completed the project in
time, integrating DSL and GPRS services where VSAT installations proved difficult whilst
also managing the changes that came with the closure in late-2008 of the Woolworth retail
chain, a large reseller of the lottery.
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In 2001 both Hughes and Gilat launched consumer satellite broadband access services in
the United States. In Europe, Hughes Europe targeted its service offering at small
business customers and was the first to begin to build a network of value added resellers
across the EMEA region. Gilat chose to work through major ISPs — a strategy which did not
prove to be successful — and it has rather become Hughes Europe’s model which almost
every competitor has adopted. Hughes Europe crafted a series of packages for the service
which are modular and built into a scheme which is flexible and yet simple for a VAR to
understand and sell. Thus, Hughes Europe's approach is to wholesale hardware coupled
with a minimum number of network system units (NSUs). Each NSU is defined as the
system resource — space segment, backhaul, Tier 3 support and hub operations — which a
particular grade of service requires per subscriber per month. The VAR then sells or rents
the hardware to a subscriber and subsequently sells a number of NSUs depending on the
grade of service the customer requires. Again, it has been this model which has been
implemented by almost every other provider.

This approach proved to be very successful and enabled Hughes Europe to quickly establish
guite a considerable service. There have, of course, been problems along the way. The
company has had to think more seriously about training its VARs and find better ways to
control their activities ranging from overselling to pricing. Additionally, like everyone else in
this business, Hughes Europe did its best calculations on usage, but has still had to refine
its model, particularly for the definition of the NSU. Nevertheless, the company has had a
considerable degree of success with its approach which was well thought out and which
gave it a real first mover advantage over almost all of its major competitors. The past few
years have seen many more companies, both large and small, enter this business and begin
building service platforms in all three primary regions. The market is crowded with players,
many of which began by focusing on a single market and, as they now find their growth stall,
are looking to expand. Resellers now have a much wider choice of options and some have
even begun to establish their own services. Hughes Europe remains a key player in the
segment, but has had to work harder to establish management systems and processes to
meet the needs of its users. It has expanded the options available on the service, allowing
its partners greater visibility into their own subscriber’'s service status and providing some
VARs with greater levels of configuration and management of services. The introduction of
the HN700QO, which substantially increased the uplink speed, throughput and processing
capabilities of the product, also helped the competitiveness of the product in a major way.

This SME broadband service initially found most of its success with resellers focused on the
Middle East, but it has since been extended into Africa as well. The European theatre was
less of a focus when demand from Iraq in particular was so strong, but the past few years
have seen Hughes Europe target various initiatives at particular European countries. In
most cases, these attempts have largely been disappointing except in Italy where the
company partnered with Telecom Italia and Telespazio to establish a service platform
designed to meet the needs of rural and underserved users. Telespazio informs us that it
has been pleased with the growth of the service which has also been extended into northern
Africa. Despite its set-backs elsewhere in Europe, Hughes Europe continues to believe a
European market exists, with several hundred thousand households likely to lack coverage
for many years to come. In the United States, Hughes and WildBlue now have approaching
one million subscribers between them, but this success has been helped by the use of more
cost-effective Ka-band satellite capacity. With Eutelsat tied exclusively to ViaSat's
SurfBeam platform, Hughes is actively investigating other Ka-band based service
opportunities for its own future.

Another suite of services that represent an expansion for Hughes in Europe centres around
the HX platform which has been deployed in both Griesheim and Fucino. The HX is based on
the same fundamental network elements as the HN, but incorporates a variety of other
features — more granular QoS, ability to use standardised RF units, a greater variety of
modem types, higher transmission rates and mesh networking (see the Hughes HX
description in the System Vendor section of this report for more detail). In Europe, the
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company is targeting a suite of services that will be sold directly and through value added
partners. In the first instance, the HX brings capabilities that enable greater mobility and
the company has developed a maritime offer and begun working on prospective aeronautical
opportunities in much the same way that its parent has done in North America in
combination with Intelsat for maritime and with Row44 for aeronautical services. Hughes
Europe been working with several specialised maritime resellers in Europe and, over the past
18 months, has connected almost 60 vessels, mainly in the leisure segment, to its service.
It plans to expand the offer into the commercial sector of the market, growing its coverage
with a combination of regional Ku-band and global C-band satellite capacity. For larger
opportunities it is likely that direct sales will be the primary channel, but VAR partners are
also seen as a key to success.

Additionally, high-end VAR and VNO products have been introduced on the HX platform.
Value added resellers will be able to sell pre-packaged services in much the same way as
they do on the HN700QS platform that Hughes Europe supports, but the HX will allow maore
customer and site-specific grades of service to be specified. Equally, the VNO offer will take
the VAR one step closer to owning and operating their own hub equipment, but in smaller
increments based on the same business model that has been popularised by iDirect. Now
that the HX platform supports the cost-effective addition of multiple IF chains, the platform
has become a real alternative to what has been, until recently, iDirect’'s sole preserve.
Hughes Europe is also defining mesh and multi-gateway services based in the functionality
brought by the HX2B0 version of the platform. Clearly, the HX is the platform the company
has been waiting for to take it into many segments of opportunity in the higher margin more
specialised niche verticals of the VSAT business.

Hughes Europe’s greatest achievement over the past few years has been the realignment of
its enterprise services business. The company has, after several false starts, finally
managed to begin providing effective integrated solutions leveraging the power and control
of the VSAT platform with applications and the associated ancillary hardware. A new service
culture has become embedded in the company and this has allowed it to turn around some
of its customers which had become dissatisfied with the legacy platforms they had
essentially run into the ground as new IP and web-based applications had been introduced.
Hughes' business in Europe now looks far more healthy than it has done for many years.
Whilst the company was clearly the market leader before, the fierce competition between all
the VSAT operators and the terrestrial providers had driven margin from the business of
connectivity. Conventional wisdom has been to chase higher volumes to maintain profit
levels, but Hughes Europe has begun to change the model towards more value from each
network deal. This has been the mantra for several companies chasing high bandwidth links
using SCPC and other technologies over multiple regions, but Hughes Europe has been the
primary company which has managed to achieve this in the large European enterprise
networking business using the value of the technology’'s application support as opposed to
higher bandwidth or reach into remote regions.

The company saw a new management regime take over in early 2009 and its latest
strategic approach is likely to build on the value added proposition. Hughes Europe believes
that it needs to sell the value of its connectivity capabilities based on the engineering
expertise that Hughes as a corporation is well known for. In Europe, Hughes is first and
foremost a service company and its future will depend on its ability to harness the power of
its networking abilities. The intention is to build a greater value proposition around its VSAT
platform, using alternative terrestrial services to deliver a one-stop shop service where
necessary, but maintaining as much control as possible over the network infrastructure. In
practice, this will mean selling VSAT as a prime offer, convincing customers that the
HughesNet VSAT platform is able to deliver service levels and application support that
cannot be met in the same way by simple broadband DSL connections. The company
believes strongly that VSAT is able to compete at a cost level with business-class DSL
offers, but that its challenge lies in convincing European enterprises of this. In the
immediate future, it believes that it can effectively communicate this message to the
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financial and government segments of the market as well as specialised industries including
lotteries and other transactional applications.

Hughes’ business in Europe is now very much service orientated and Hughes Europe has
refocused its enterprise strategy more towards core networking capabilities and stronger
application support value propositions. At the same time, it has restructured a hardware
and service business which has grown over time, sometimes haphazardly, into a more
cohesive operation with mutually supporting units and offices. We believe management has
been particularly adept with its strategy for its business as a whole, adapting its approach
in both the internet access and the enterprise networking business. Its push to add a
managed hybrid solution is one more example of this and shows that the process is never
finished and that the company is prepared to meet the challenges head-on. Hughes Europe
has been willing to recognise its own failings and take pre-emptive action to correct any
problems. The company has retained and extended its position as the market leader and
continues to set the pace in both the large enterprise networking and the SME broadband
access businesses. The new management is likely to rearrange the company's approach to
the market whilst maintaining its primary customer targets with a greater emphasis on the
sales process itself and a more forceful value proposition based on satellite technological
network strength versus the terrestrial competition. The challenge will be how it builds a
consistent pipeline in the long lead-time, contract-led enterprise segment. However, having
re-built its installed base, re-vamped its service platforms and begun to look to adopt its
parent’s latest products, Hughes Europe has once again defied its critics and emerged
stronger than ever.
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7.5. Hughes Communications India

V O\ . B
Dy B

ViR,

Systems & Facilities:

Star: Hughes, HN7000S, Hubs: Gurgaon (near New Delhi)
HN7700S, 77408 Satellites Used: Insat-3C, Insat-3A &
Hughes, HX50, HX200 NSS-11

Hughes, HNB0OOO
Mesh: Hughes, HX260

SCPC.: Comtech EF Data
Frequency: Extended C and Ku-band

Other: Hughes, HN700QS for one-
way satellite services.
Terrestrial VPN, managed
network and internet data
centre services. Systems
integration services

Service Area. India
Install, S&M: Hughes

Commercial Factors:

Growth: 14% in revenues & 24% in Capacity: ~216 MHz
number of sites (2007-8) Revenue: ~US$50m in 2008
Staff: ~350
Business:

Hughes Communications India (HCIL) is one of the most successful of the Indian VSAT
operators with almost 28,000 star data VSATs in service at the end of 2008 and booked
orders for a further 20,000 sites. In total, Hughes has delivered almost 70,000 VSATs to
India for shared and private services. Its service remains amongst the largest in the
country. The company currently operates over 30,000 TDMA and broadband VSATs on its
various managed service platforms. This is even after seeing a few very large accounts go
to dedicated facilities as a result of the regulations which favoured that approach at that
time. In total, the company currently has over 220 enterprise accounts with companies
which include ICICI Bank, Hindustan Unilever, ICI, ITC, Sony, HDFC Bank, Procter & Gambile,
the State Bank of India and Reliance Industries. Mesh services, based on the Hughes TES
and, more recently, the HX system, and SCPC links using Hughes, Comtech EF Data and
Radyne modems account for a further 380 sites and more than 20 different customers,
including large cellular backhaul networks for Vodafone and other major GSM operators.

SCPC Business Total Mesh Business Total TDMA Business Total
SCPC Circuits: ~322 Mesh Installations: 58 TDMA Installations: 30,467
SCPC Customers: ~35 Mesh Customers: ~10 TDMA Customers: ~180

In addition to its shared hub service, HCIL has also sold and supports several large private
star VSAT networks for the likes of Bombay Stock Exchange, ISRO (Edusat), Indian Railways,
the Ministry of Home Affairs (Polnet), Bharat Petroleum, the Ministry of Health (IDSP) and
others. These dedicated customers, or “captive” networks as they are known in India,
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amount to over 7,200 sites. As with its star data business, the company has also sold and
supports several large dedicated DAMA and SCPC VSAT facilities. These captive networks
account for an additional 550 sites with clients including the West Bengal State Electricity
Board, the National Thermal Power Corporation and Bharat Petroleum.

Additional Information:

Hughes Communications India Limited (HCIL) is a majority-owned subsidiary of Hughes
Network Systems of the United States (the world’s largest manufacturer of VSAT systems)
which owns 74 per cent of the company. QOriginally begun as a joint venture with Escorts
Limited, Hughes had considered entering the Indian VSAT service market as far back as
1989 and formed an agreement with Escorts because it appeared aggressive and willing to
move forward. Some time was spent lobbying for a licence to operate, but it was not until
1992 that a provisional licence was granted and not until August 1994 before everything
was finalised. The company's licence allows it to operate data services and non-
interconnected voice services with both star TDMA and mesh SCPC technologies. All of the
satellite service licences have been extended over the past few years to allow operators to
offer hybrid terrestrial and satellite networks, but the prohibition on international services
remains with the exception of the deregulation of direct international Internet gateway links
in 2000. Since its founding, HCIL has been at the forefront of innovation with VSAT
services in India with its introduction of support for ERP applications during the mid-1990s
to opening up new segments in managed services, digital content delivery, premium
education services and rural multi service kiosks in recent years. Consequently four closely
interrelated business segments were developed to address both corporate and consumer
markets — Enterprise Network Services, Global Education, Consumer Internet Broadband
and Fusion Retail Kiosk services.

Enterprise Network Services:

Naturally the company initially installed its own ISBN/PES system based on a nine metre,
extended C-band antenna operating with the INSAT domestic satellite system in Gurgaon
near New Delhi where Hughes had already established its Hughes Software Systems (HSS)
business. HSS was sold off by DirecTV following the acquisition of Hughes by News
Corporation. Since then Hughes has set up another telecom software services company in
India named Hughes Systique in 2006, which works closely with HCIL. HCIL's VSAT business
currently employs approximately 750 direct and indirect staff responsible for all aspects of
the business ranging from sales and marketing to hub operations and service and
maintenance. The company maintains 13 primary service centres’ and 75 secondary service
centres directly and handles all service and maintenance tasks with its own personnel -
something that it believes is important to ensure the level of quality it contracts to provide
its customers with. It also operates a full-fledged Diagnostic and Repair Centre in Gurgaon,
to offer quicker turnaround times for customers saving them inventory and repair costs.
Following the opening up of Ku-band services by the government in 2000, HCIL installed a
9.3 metre Ku-band hub system, also at its headquarters offices in Gurgaon. It now provides
extended C-band service with its PES and latest HughesNet platforms and Ku-band on its
HughesNet DVB-52 system.

From the start, the company always intended to offer MCPC and mesh networks and,
following the award of its mesh networking licence at the end of 1996, it installed a TES
system to complement its PES system. This service was marketed aggressively both as a
demand and permanently assigned solution and helped alleviate the initial market demand for
voice connections. There was also a significant amount of requirement for clear channel
data links as well and HCIL has used its own UMOD and TRES systems to provide these
types of links as well as modems from Comtech and Radyne. These DAMA and PAMA

7

Delhi, Mumbai, Kolkata, Chennai, Bangalore, Hyderabad, Pune, Nagpur, Ahmedabad, Lucknow, Guwahati and
Chandigarh.
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services grew very strongly for the company initially, but growth rates begun to tail off a
few years ago for all the operators as new terrestrial facilities have been laid and prices
have fallen for leased lines. Additionally, many of these systems are now old and inefficient
and HCIL has recently added Hughes' HX260 mesh product to its portfolio and has begun to
address this niche market more aggressively. Over time we believe it quite likely that it will
begin the process of upgrading and converting some existing customers on the older
platforms. It has been pursuing opportunities in very specialised segments of this market -
DSNG services and cellular backhaul links being two examples — and it has proposed and
deployed Comtech solutions on a few occasions. However, the future is now likely to see it
focus on the network flexibility, high data rate capabilities and cost advantages that the HX
brings to its offering.

With the initiation of marketing activities, Hughes saw high levels of interest. It was the
first to market and quickly signed several accounts - the most important of which was
Hindustan Lever, which remains one of the company’'s most important accounts. It has
subsequently gone on to build the service significantly year-on-year. The number of
terminals on its shared service has grown consecutively, despite the fact that it has hosted
several networks for major customers which have subsequently been transferred to private
hubs. Examples include the Indian Railways, which operates a dedicated system supporting
over 275 sites and the Bombay Stock Exchange which now has over 2,000 VSATs on its
system and which was transferred to a private facility in 2000. The licence fee structure,
which once favoured the implementation of a dedicated facility for large customers was
reversed in 2002 and this had a beneficial effect on all of the Indian operators’ service
bases. HCIL often provides the management, maintenance and oversight of these networks,
but they do not come under the shared hub service numbers that all of the operators report
guarterly to the regulator, the TRAI.

Hughes initially expected that the primary demand would come from the financial,
government and manufacturing sectors of the market and it believed that it would be able to
sign up to 1,000 sites within the first three years of operation. These predictions were
largely proven out - most customers did come from the manufacturing and distribution
sectors, often led by MNCs driven by ERP-related connectivity. The number of sites rolled
out for the financial sector has grown at a healthy rate and continues to do so, most
recently for some of the largest banks, some of which have even replaced terrestrial
networks due to poor performance. The massive growth for brokerage networks and
commodity exchanges of a few years back has stalled as the stock market has declined
recently in India, but there has also been greater demand for service to ATMs, insurance
and rural networks which are expected to increasingly adopt financial services as a core
application. Some of these bids for banking ATM networks have been run through a reverse
auction process, severely depressing prices, and HCIL has generally selectively bid for these
opportunities. Instead it has concentrated its efforts on the core applications in the
banking and insurance areas and informs us that it has managed to both sell value and
maintain margins via this strategy.

HCIL now sees opportunities in areas where satellite does not compete head-to-head with
the terrestrial services or, if it does, it carries a significant advantage. A good example of
this is the company’s digital film distribution service for the Indian film industry. It currently
estimates that 20 per cent of Indian film industry revenues are carried by its distribution
services which deliver 12-14 Gbyte MPEG-4 movie files between two and four times a week
to 1,450 UFQO Movie cinemas in India. During the bid for this contract, it emerged that an
offer from one of the terrestrial providers was more than three times that of Hughes.
Initially this was a one-way network, but during 2008 this upgraded to two-way to take
advantage of the efficiencies brought by Hughes DVB-S2 ACM platforms, but also to extend
the use of the network to support applications including ticket and licence fee settlements.
The company also now distributes 70 Gb MPEG-2 movie files to 450 Real Image cinemas
having originally installed the network to support advertising. HCIL deployed the first DVB-
52 ACM platform in India in May 2007 and believes that the efficiencies of this HughesNet
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platform have allowed it to significantly tap the potential of the video-based market.

Managed hybrid satellite/terrestrial networks are another area where the company has been
focusing its attention. It offers an MPLS service based around the HughesNet HN7000S
system which offers inbound speeds up to and beyond 1 Mbps. The service is named
HughesNet Connect and is offered with access speeds up to 512 kbps supporting defined
guality of service by application. HCIL believes that demand for this type of hybrid network
is only likely to grow with time because the terrestrial infrastructure continues to be
concentrated in and between the main cities. The strategy helps protect the long term
interests of the business by maintaining VSAT's role as a part of the mainstream solution
and allowing HCIL to retain ownership of the customer. The company has a high-speed
terrestrial backbone network on Frame Relay and MPLS technologies, to provide managed
hybrid services for its clients and has established its IP nodes in 20 key urban areas. 2008
also saw it sign an agreement with BSNL, the dominant domestic operator that controls
around 80 per cent of the DSL market in India. It signed its first hybrid DSL/VSAT contract
during the fourth quarter and now has almost 1,500 DSL connections under management
and expects this service, which allows it to address completely new segments of the market
that its VSAT offer couldn’t reach, to grow to several thousand connections by the end of
2009. HCIL has positioned itself as an end-to-end services supplier and has built the
capability to manage and control multiple technologies beyond just the network connection
right down to the customer premises equipment - all based on SNMP compliant devices. lts
strategy has been to establish itself as a telco-neutral service provider that is able to turn
DSL connections from a diverse set of providers into a true network.

The past few years have seen come major changes in the Indian VSAT market as private
enterprises, in particular Reliance, Bharti and Tata, have developed their own independent
terrestrial infrastructure following deregulation. Increased competition across all aspects
of the telecom market in India has been marked with huge price pressure and a significant
increase in the quality and coverage of fibre-based, wireless and mobile services in the major
metropolitan areas. Naturally this has reduced demand from business segments that are
primarily urban-based — notably the emerging retail business — and Hughes has taken steps
to address this. A growing threat to VSAT solutions in the transactional market from
packet data services offered by the mobile operators has also been evident. However,
although these services are cheap, they are not able to offer the quality of service that
VSAT can support and, so far, their impact has been limited.

The retail segment of the market, which had been growing strongly with restaurant chains,
convenience stores and gas stations all developing and expanding their businesses, has
stagnated somewhat since the economic crisis began at the end of 2008. Retail chains had
begun to expand, with well known brands as well as indigenous businesses opening shops
across the country. Two of the largest of these, Reliance Retail and Pantaloon, are Hughes
customers and the company believes it has won almost all of the pure retail networks
deployed so far. Although the retail segment will probably consolidate and is unlikely to
expand much in 2009 and possibly even 2010, it remains in its infancy with huge potential
possibly amounting to 100,000 sites or more across India in time. Foreign investment
remains limited to single brand retailers such as Benetton, Body Shop and Adidas, so the
likes of Tesco and Wal-Mart have to find local partners and the roll-out of these and other
stores can be painfully slow. The online lottery business, which was expected to be a big
area for growth not so long ago, has withered as paper lotteries, able to survive on much
lower margins, and government regulation have undermined their viability and Hughes’
business in this area has effectively ceased.

HCIL believes that the whole VSAT value proposition is beginning to look far more
comparable to the application-based solution seen in the United States and Europe than
with the typical developing market pure connectivity offering seen in the past. Whilst the
company believes that there is some way yet to go before credit verification becomes a
mission critical application in the retail points of presence seen in other countries, such as
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gas stations, other transactional networks, particularly ATM networks, have generated
demand as they have become a feature of the modernisation of banks in the country.
Hughes has implemented credit verification networks for top retailers like Shoppers Stop,
Pantaloon and Reliance Retail by tying up with various leading banks of the country. The
banking and rural network segments are where a great deal of the volume has been driven
from recently, but these large bids have further depressed prices just as the rush into the
commodity exchanges did two years previously. This is the reason that all of the VSAT
operators have only managed to maintain their service revenues rather than grow them.
Worse still, this maintenance level masks the underlying fact that margins are thinning and
explains why HCIL has moved its major focus away from some of these opportunities and
towards value added services and integrated network and application solutions.

The company first tried to combat this through a Managed Service offering with an ASP
strategy — something it described as the “extended enterprise”. This encompassed not just
connectivity and reach, but also a high level of value added services. HCIL moved its
emphasis from the Internet per se and more towards the provision of integration and
management of services and applications.  Applications-based services provided in-house
and on a dealership basis for third party application providers, were first initiated in 2000
based on HCIL’'s core VSAT technology as well as the data centre the company constructed
in 2001. The latter provides hosting, housing and back-up services for its customers with
the usual data centre facilities including firewalls, intrusion detection and emergency power.
As well as offering this as an additional service for its networking customers, the company
also markets it as a standalone product.

Global Education

Whilst working with the some of the leading corporate organisations in India, Hughes
assessed the potential of technology-based education and training via satellite. In 2002 the
company established its Global Education business which was targeted at the commercial
market, serving corporations and working executives providing premium management and
technical education from the premier institutes of India. The Global Education business has
grown rapidly at more than 30 per cent per year and now has over 18,000 students as its
Alumni. Currently Hughes has academic ties with more than 10 premier institutes in India
and with the University of Maryland in the United States. The number of students has
reached 22,000 primarily senior working executives from leading Indian and multi-national
companies. The education business success opened up new market segments for
Enterprise Networks, attracting large educational service providers and universities to the
company’'s managed education infrastructure services. Hughes’ enterprise market
expanded substantially through the Government of India’'s EDUSAT project through which
interactive distance learning is supported at various universities and associated colleges
and institutions. The private sector also joined in technology-based interactive learning
systems and large private education services companies like Educomp and Everonn started
their services on the HughesNet platform. Currently Hughes manages education services
through VSAT at more than 2000 institutions and learning centres across India.

Fusion Retail Kiosks

The consumer concept was extended by Hughes in 2004 with the “HughesNet Fusion”
internet access centres which are based on a franchise model. This took a little more time
to develop as HCIL was keen to ensure it had a strategy able to produce a sustainable
business for its franchise partners and the company found itself on a steep learning curve.
Here again, Hughes’ focus on education and learning led the business strategy. Some of
the innovative areas which were introduced included English language courses, local billing
and payment facilities for cellular and utility services, railway ticketing and tie-ups with low
cost airlines. These initiatives allow a franchise to develop a range of products from air and
rail ticketing, mobile pre-paid top-ups, vocational interactive education courses in addition to
internet access. The Fusion business today enables delivery of a variety of Government to
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Consumer (G2C) and Business to Consumer (B2C) services at over 450 urban and semi-
urban and 7,000 rural retail outlets.

This brings us neatly on to the most recent major opportunity for satellite broadband
services. The Government of India has been driving towards eGovernment projects,
particularly connectivity for schools, community centres and rural business. The
Government’s support is often dependent on a long term viable business model and VSAT,
coupled with strong value added services, offers one of the major elements in achieving this.
These network projects have since been dwarfed by the private-public initiative (PPI) to roll-
out 100,000 common service centre (CSC) kiosks, where citizens can check things like their
tax status and land ownership documents (G2C). The same kiosks will also deliver a variety
of B2C services in the rural areas helping them connect with mainstream India and the belief
is that, longer term, they will form the basis for services like micro-finance. These services
are being deployed at a state level. Hughes has signed a contract with the largest company
operating in this sector, SREIl, to deploy VSATs at 17,000 locations. It is clear that these
rural kiosk networks, delivering a variety of G2C and B2C services, will expand rapidly and
significantly over the next few years as sites are developed. Hughes believes that its ability
to not just provide the infrastructure, but also to bring commercially viable services that
can drive revenue towards these networks is a unique value proposition for the network
owners that its competitors cannot match.

Consumer Broadband

HCIL is also convinced that a substantial market exists for satellite broadband access
services targeted at SMEs and consumers. It launched a service a few years ago and
subsequently separated it into a new business unit. This unit operates through its own 35
channel network with channel partners providing the entire sales and fulfilment functions. It
currently has around 600 subscribers and is now targeting small businesses and high net-
worth individuals in underserved areas. Having grown its subscriber base to almost 1,000
sites, the company took a hard look at the viability of some of its customers and, during
2008, began to terminate service with those that were clearly abusing the fair access
policy as they shared the connection between multiple end-users. This was just part of a
general tightening and upgrading of the business and the technology platforms that HCIL
embarked upon during 2008. . There are two distinct set of customers being addressed in
the SME market — one set looking for pure internet and the other set who wants to deploy
business applications over internet. Customers with marginal business cases were
encouraged to look elsewhere for services cutting almost 4,000 sites from the shared
service. At the same time, HCIL began to replace its older systems with the latest
HN7000/7700S DVB-S2 systems, choosing to invest in the upgrade itself based on the
bandwidth savings it was able to achieve and the reduced cost of a consolidated operating
platform. Almost all banking customers were moved to the new platform and now enjoy
higher data speeds and better throughput.

At a completely different level, the company sees its latest HX platform — both mesh and
star varieties — as a real area of opportunity to expand its dominant position in the cellular
backhaul business. For several years now, after winning a large bid to provide a network for
Reliance to provide equipment and services for 275 links, HCIL has aggressively chased the
potential from this segment although government regulations have conspired to slow rall-
outs to a crawl as links can take up to 5 months to commission. Today HCIL operates in
excess of 300 links for most of the major GSM operators and estimates it has around 90
per cent of this market. As the Indian government is now pushing the cellular operators to
expand their networks into more rural areas with USO funding, Hughes believes there will be
a major expansion, possibly amounting to several thousand links over the next few years.
India appears to have skipped the use of E1 SCPC links as a de facto standard and jumped
straight to carriers sized by the traffic requirements of each site. Nevertheless, the
bandwidth required for these services is very large — HCIL currently employs 160 MHz for
the Reliance network and 54 MHz for the other links it supports for Vodafone and Idea.
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However, this highlights one major area of concern for the business, as in other regions -
the lack of satellite capacity and the rising cost of space segment. Indian cellular operators
have developed a business model that few outside the country can understand where they
are able to sustain their business on monthly user ARPUs as low as $7. This means that
efficiency in these backhaul links is an absolute priority and HCIL believes that it can further
develop business in this segment with the HX-series product that it now has in place.

Some of the unique capabilities of the HX platform — multi-gateways, hybrid star/mesh and
scaleable expansion for high bandwidth, high QoS networks in a low cost package — have also
opened the door again for the company to participate in the systems integration business.
In once sense HCIL never left the Sl business, but at a practical level the age of its TES and
TRES products left it relatively inefficient and uncompetitive. The HX changes this dynamic
considerably and HCIL now finds itself with a competitive advantage and opportunities in the
defence, oil & gas, government and mobility areas.

The company now has over 250 different large enterprise customers on its various managed
and private (captive) VSAT services accounting for over 38,000 individual sites even after
having rationalised around 4,000 sites. Its customer list is a Who's Who of India and spans
a range of different industries that gives it both scale and an important position from which
to leverage its newer business initiatives. HCIL believes that this along with its strong
brand name in the enterprise market and its ability to capture and retain customers is the
main reason that its terrestrial partners have given it the support that they have. From a
competitive perspective, the big three operators have clearly begun to squeeze the marginal
players out and even TataNet and BSNL look minor players next to them. As volumes grow,
the smaller operators are left with considerably less scale and buying power and only
prospects for a fraction of the business. HCIL and HCL Comnet both see each other as
their largest direct competitors, not least because both have been pursuing a strategy of
telecoms services coupled with managed networks and integrated applications although
there are almost as many differences between the two approaches as there are similarities.
The worry is that in the rush to establish a presence by some of the larger telcos, prices
will be crushed.

Nevertheless, Hughes is keen to point out just how committed it is to the Indian market.
Its main parent has been a long time investor in the country and Escorts is a well-
established conglomerate in India. Additional unique selling points are the fact that HCIL
has the considerable experience and expertise of Hughes Network Systems’ various other
shared hub operations in the United States, Europe and elsewhere to draw on. In addition,
its close link to the manufacturing process ensures software development is continuous.
The company believes that VSAT solutions will continue to grow in India because they are
independent of the public network and, importantly, there is a single point for network
management, control and responsibility - something it is now trying to extend to the larger
network. In addition, it believes that the growth in applications which will increasingly
require reliable connectivity across all of India and the technology’s falling cost of ownership
will help drive this growth.

In summary, it is hard to see how HCIL could have managed its business much better or
achieved much more. The company has faced up to, and largely held off, some major
competitors by staying at the forefront of the business, always pursuing opportunities with
aggression and being willing to push the edge of the market and technology’s boundaries.
During this time the market has undergone a continuous evolution and HCIL has adeptly
managed its way through these changes. Acquisition has not really been a major option for
the company during the consolidation of the business in the country because HCIL is the
only operator of the Hughes suite of products and so it has grown its business purely based
on focus on the core capabilities of the technology. Some would also argue that, even as
the leader in the VSAT services industry in India, HCIL is disadvantaged by the fact that it
does not have the carrier facilities enjoyed by Tata and Bharti. However, we believe that the
converse is true and that the company is able to feel confident in the long term prospects
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for its business because VSAT technology is a core element of its product portfolio and one
which it is able to manipulate as a platform and control probably better than any of its
competitors. VSAT services and the experience of managing both applications and networks
for a large customer base establish HCIL as a valuable partner for any network provider.

Of more importance though, is the fact that HCIL has, been innovative in its pursuit and
development of value added applications which it is able to support and sell through its
platforms. It is perhaps this which is the single largest differentiating factor for Hughes
over its rivals, all of whom seem to be slowly migrating their interest away from any real
reliance on VSAT as a pure connectivity solution. Whilst this may seem a natural evolution,
by definition it substantially dilutes many of the key advantages which satellite is able to
offer certain applications and which HCIL has demonstrated that it can build a business
around. The net result is that even as the market consolidates, the individual operators
pursue very different strategies. Thus Hughes increasingly becomes a unique specialised
provider with little or no competition in its chosen segments of the business and it is this
strategy which the company has identified to compensate for the ever decreasing revenues
and tight margins in the mainstream contested VSAT business.




page 144

\’comsys report 11+n edition

8. Reference Customers

8.1. Star TDMA Business

The HughesNet platform has been a major success for Hughes with over 720,000 units sold
into the enterprise market and Hughes' own HughesNet consumer offering now supporting
over 500,000 subscribers in the US and Canada. In total, we believe that Hughes has
manufactured significantly in excess of 1.5 million HughesNet units since launching the
product and two million units since it shipped its first VSAT. Of the HughesNet platform,
almost two thirds have been the latest HN7000 series.

Enterprise VSAT Customer Region Enterprise VSAT Customer Region
2Day Telecom AS Lowes Hardware Stores NA
AGP NA NICN-NSSet AS
Afsat AM Orion AS
Alkan AM Pagi EU
Altegro Sky EU Pegaso LA
American General Finance (AGF) NA Pemex LA
Auto Zone NA/LA Primesys LA
Banco Real LA Redescom CA LA
Bantel LA Rite Aid NA
Baycom AS Satkomindo AS
Bentley Walker ME/Af Satline EU
Bombay Stock Exchange AS SCT LA
BT Latin America Argentina LA Sivam LA
BT Latin America Brazil LA State of Texas NA
BT Latin America Colombia LA Telecom Colombia LA
Chevron NA Telecom Mexico LA
China Tobacco AS Telecom Soluciones LA
Chinacast AS Telefonica Argentina LA
Crosna EU Telefonica Data EU
CSM AS Telekom Malaysia AS
DataGroup EU Telesat NA
DCC AM Telespazio EU
Delta Telecom AS Telmex LA
Dexar Multimedya EU Telnet AM
DOPC AM Telstra AS
Enlaces Sat LA TJX NA
Essel Spacelinks AS TT Comm EU
ETC AM Tunisia Telcom AM
GiTy EU ucc EU
Global Teleport EU Ufinet EU
Hughes Brasil LA UNOPAR LA
Hughes Europe EU/Af/ME usli EU
Hughes India AS USSC NA
Internet Solutions AM Verizon Business NA/EU/LA
Intralot EU Global Crossing LA
IP Net EU Melville NA
ISRO AS Spanish Lottery EU
SkyPerfect JSAT AS Stratos EU
Katelco AS Telma AM
KB Iskra EU Toyota Motor Sales/Lexus NA
KT Corporation AS Vons NA
Lintasarta AS Telkom SA AM
Market Terminal Totals Shipped Ordered Band Region
Enterprise 1,113,845 1,130,704 Ku AS
Consumer 870,879 870,879 Ku NA
Total Shipped Terminals 1,984,824 2,001,583

comsys
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In addition to its star TDMA product line, Hughes continues to support customers with its
TES, TES Quantum, Quantum Direct and TRES product lines. The TES mesh DAMA system
is no longer marketed, but during the course of its long life Hughes manufactured around
25,000 terminals of which slightly less than half are believed to be still in service.

8.2 HughesNet Shared Services

Hughes operates the largest shared hub service in the world - by some margin. Currently,
Hughes is believed to have over 200 major customers on its various shared hub facilities not
counting its SME broadband customers, accounting for more than 220,000 sites in service.
The vast majority of the company’s sites are located in the United States, but Hughes also
supports customers in Central America, the Caribbean and Canada from its operations in
the United States. It should also be noted that, for some years now, Hughes has been
selling terrestrial connections as part of its hybrid service offering. On alternative services,
customers are primarily connected using DSL, but EVDO, cable and T1 lines are also
employed when appropriate. The company currently supports over 10,000 terrestrial
connections in addition, and usually in combination, to its VSAT services. Also, during 2008,
the company sold some pure managed DSL networks for the first time.

Across all of its service operations, Hughes _Sites in Service Shipped
now has approaching one million sites in HughesNet North America 332,582
service. Each of Hughes' regional service Hughes Americas (Brazil) 9,800
businesses are leaders in their respective Hughes Europe _ 36,215
markets. The following summarises the SUEEE SEEEThE (Ind!a) . 80,467
number of sites each has booked and Hughes Fscopts (India Captive) 2200
. . Enterprise Total: 416,264

actually in service: N America HughesNet Consumer 500,000
Total Hughes Sites in Service 916,264

Hughes do Brasil informs us that, as of mid-

2009, it served almost 10,000 sites for both end-user and operator customers — up from
6,200 in 2006. It also operates small business broadband services sold through a network
of resellers in Brazil which account for slightly more than five per cent of this total. The
company’'s operator customers include Telefdnica, Oi (formerly Telemar) and Global Crossing
and end-users include Faculdade de Tecnologia e Ciéncias, Ipiranga, Martins Group, D
Paschoal (one of the largest tyre retailers in Brazil)l and Copel Telecom (which outsources
800 broadband sites for the State of Parana’s schools to HdB). The company also supports
a large pan-Latin American VSAT network for ExxonMobil.

Hughes Europe is the largest provider of enterprise VSAT networks and satellite broadband
services in Europe. The company currently has about 10 enterprise accounts with
approximately 31,000 enterprise sites in service and 5,300 broadband subscribers sold
through a network of value added resellers. Enterprise reference accounts include Shell,
Camelot, General Motors, Volkswagen, BP and Asda. Hughes Europe introduced its own
version of Hughes’ Unified Broadband service during 2006 and, since that time has signed
four major contracts to provide this hybrid VSAT/DSL solution. In total, the company now
supports almost 50,000 managed sites, including a substantial number for Afsat which has
NOCs located at Hughes Europe’s teleport in Griesheim. Around 9,000 are managed DSL
connections and 1,000 use GPRS.

Hughes Communications India (HCIL) is one of the most successful of the Indian VSAT
operators with almost 28,000 star data VSATs in service at the end of 2008 and booked
orders for a further 20,000 sites. In total, Hughes has delivered almost 70,000 VSATs to
India for shared and private services. Its service remains amongst the largest in the
country. The company currently operates over 30,000 TDMA and broadband VSATs on its
various managed service platforms. This is even after seeing a few very large accounts go

comsys




page 146

\’comsys report 11+n edition

to dedicated facilities as a result of the regulations which favoured that approach at that
time. In total, the company currently has over 220 enterprise accounts with companies
which include ICICI Bank, Hindustan Unilever, ICI, ITC, Sony, HDFC Bank, Procter & Gamble,
the State Bank of India and Reliance Industries. Mesh services, based on the Hughes TES
and, more recently, the HX system, and SCPC links using Hughes, Comtech EF Data and
Radyne modems account for a further 380 sites and more than 20 different customers,
including large cellular backhaul networks for Vodafone and other major GSM operators.

SCPC Business Total Mesh Business Total Hughes Communications
SCPC Circuits: 412 Mesh Installations: 58 India operates Mesh
SCPC Customers: ~35 Mesh Customers: ~10  services, based on the

Hughes TES and, more recently, the HX system, and SCPC links using Hughes, Comtech EF
Data and Radyne modems which account for a further 20 different customers. Hughes do
Brasil also operates SCPC services and, together, these two operations account for a
further 460 sites and around 45 different customers, including large cellular backhaul
networks for Vodafone in India and Vivo and TIM in Brazil. As with its star data business,
Hughes India has sold and supports several large dedicated DAMA VSAT facilities. These
captive networks account for an additional 550 sites with clients including the West Bengal
State Electricity Board, the National Thermal Power Corporation and Bharat Petroleum.
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9. Hughes Contacts
9.1. Investor Relations & Media www.hughes.com
Judy Blake

Director, Public Relations & Marketing Communications
Hughes Network Systems

11717 Exploration Lane

Germantown, Maryland 20876-2799

United States of America

Tel: +1-301-601-7330
Fax: +1-301-428-1672
Email: judy.blake@hughes.com

9.2 Hughes Sales & Marketing
9.2.1. US & Canada www.hughesnet.com
Mike Cook Tel: +1-301-428-7083

Senior Vice President North America
North American Division

Fax: +1-301-428-7012
Email: mike.cook@hughes.com

David Shiff

Vice President, North American Sales
Hughes Network Systems

11717 Exploration Lane
Germantown, Maryland 20876-2799
United States of America

Tel: +1-301-601-2640
Fax: +1-301-428-7066
Email: david.shiff@hughes.com

9.2.2. International

www.hughesnet.com

Dr Vinod Shukla

Senior Vice President and Assistant General Manager
International Division

Hughes Network Systems

11717 Exploration Lane

Germantown

Maryland 20876-2799

United States of America

Tel: +1-301-428-5606
Fax: +1-301-428-5588
Email: vinod.shukla@hughes.com

9.2.3. Latin America www.hughes.com.br
Delio Morais
Presidente Email: dmorais@hughes.com.br

Rafael Guimaraes

Director de Marketing

Hughes do Brasil Eletronica e Comunicacoes S. A.
Av Brig. Faria Lima, 201 - 7° andar

Sao Paulo, SP - 05426-100

Brazil

Tel: +55-11-3818-7500
Fax: +55-11-8148-6323

Email: rguimaraes@hughes.com.br

comsys




11h edition
page 148

\(comsys report

9.24. Europe

www.hugheseurope.com

Chris Britton

Managing Director

Hughes Network Systems Europe
Hughes House

Rockingham Drive, Linford Wood
Milton Keynes, MK14 6PD

United Kingdom

Tel: +44-1908-425-300
Fax: +44-1908-425-301
Email: c.britton@hugheseurope.com

9.2.5. India

www.hughes.in

Shivaji Chatterjee

Vice President — Enterprise Services

Hughes Communications India Limited
Plot No 1, Sector 18, Electronic City
Gurgaon (Haryana) 122015

India

Tel: +91-124-307-2547
Fax: +91-124-239-8840
Email: schatterjee@hughes.in

9.2.6. Africa & Middle East

www.hughes.com

Soheil Mehrabanzad

Assistant Vice President and Managing Director
Middle East and Africa

Hughes Network Systems

HNSISC, Office 1206, City Tower 1

Sheik Zayed Road

Dubai

United Arab Emirates

Tel: +971-4-332-6300
Email: soheil. mehrabanzad@hughes.com
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10. About COMSYS

Communication Systems Limited (COMSYS) is a specialised telecommunications
consultancy company which was founded in 1982. COMSYS performs a range of
consultancy services in many areas of the telecommunications industry, but has
concentrated its resources in the field of satellite technology and has developed expertise in
business planning, regulatory, administrative, competitive and operational analysis. Clients
range from users and governments to operators and manufacturers.

Over the past 25 years we have visited essentially all manufacturers of VSAT systems and
most of the world’'s operators of VSAT systems as part of the primary research we do in
the industry. GOMSYS is regularly consulted on VSAT industry matters (as well as the
satellite communications business in general) by clients both within the satcom industry and
outside it (including the financial community, regulators and larger consulting firms). We
have also advised clients on present and future markets, new products, service
introductions, application platforms and network procurements ranging in size from 50 to
3,000 sites. 0On the financial side our figures and analysis of the VSAT industry have been
extensively used by Wall Street analysts for many years as well as in filings to the SEC and
in support of other financial documents and business plans. CGOIMSYS has been the
primary industry advisor or part of advisory teams in the purchases of most of the major
satellite-related sales over the past few years, including those of Inmarsat, PanAmSat,
Hughes Network Systems and Intelsat.

The company’s client list spans the globe. COMSYS has recently worked on a number of
projects for clients in Africa, Asia, Europe, the USA and the Middle East. These studies
have included issues relating to satellite television broadcasting, VSAT, mobile satellite
services, broadband switched due diligence assistance and the provision of expert witness
advice to the English High Courts.

COMSYS has earned a reputation for objective, empirical analysis and is known in the
industry as a primary source of market information. This reputation has been hard-earned
by constant monitoring of the world market through visits to businesses in more than 70
countries.

10.1. About this Report

This Report was created for Hughes by COMSYS from extracts from The VSAT Report,
11*" Edition. No new material was generated for these extracts which are wholly-based on
COMSYS's independent, third-party analysis. The information, facts and opinions
expressed in this report belong to COMSYS and have not been written for or sponsored
by any company or party mentioned.

The all new 11th Edition of the COMSYS VSAT Report is now available. This comprehensive
study covers over 300 different service providers and over 30 different product platforms
from all the major vendors. As has been the case for over 20 years, the Report is the
result of direct primary research by COMSYS over an intensive period of 12 months. The
statistical analysis of the industry covers almost every conceivable aspect of how the
market has performed over the past two years and provides both historical data as well as
service forecasts for the next three years. The 11th Edition is provided in three volumes -
Volumes | & Il are hard-bound colour books and Volume lll is provided in PDF form.

[ | Volume | runs to 435 pages with 200 tables and 200 charts analysing enterprise,
SME and consumer sales of VSAT systems by vendor, operator, geography, industry
and revenues. Provided as a hard-bound colour copy.
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[ | Volume Il covers technical specifications, prices, shipments, customer references and

company analysis for 31 systems from 18 different vendors. Provided as a hard-bound
colour copy.

[ | Volume |l contains detailed analysis of over 250 VSAT service operations around the
world. Provided as a PDF file.

The VSAT Report is known as the definitive study on this industry enabling
telecommunication and IT managers, existing and prospective system operators,
manufacturers and integrators to stay competitive and increase profitability.

More information on COMSYS, the 11" Edition of The VSAT Report and how to purchase it
can be found at www.comsys.co. uk.
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