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PART L.

Iridium Communications Inc.

Condensed Consolidated Balance Sheets

(In thousands, except per share data)

Assets

Current assets:

Cash and cash equivalents
Accounts receivable, net
Inventory

Deferred tax assets, net
Income tax receivable
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Restricted cash

Other assets

Intangible assets, net
Deferred financing costs
Goodwill

Total assets

Liabilities and stockholders' equity
Current liabilities:
Accounts payable

Accrued expenses and other current liabilities

Interest payable
Deferred revenue
Total current liabilities

Accrued satellite operations and maintenance expense, net of current portion

Credit facility

Deferred tax liabilities, net
Other long-term liabilities
Total liabilities

Commitments and contingencies

Stockholders' equity

September 30,
2012
(Unaudited)

$ 189,399
54,734
24,284
9,435
4,335
5,564
287,751
1,010,418
54,216
515
73,765
115,321
87,039

$ 1,629,025

$ 13,759
32,094
11,317
41,225
98,395
18,061
588,938
144,655
14,053
864,102

December 31,
2011
(Restated)

$ 136,366
57,418
15,077
9,435
4,330
4,616
227,242
843,092
27,154
584
83,552
105,523
87,039

$ 1,374,186

$ 24,816
29,791
5,838
35,445
95,890
19,065
417,133
126,546
13,534
672,168
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Preferred stock, $0.0001 par value, 2,000 shares authorized, none issued and

outstanding

Common stock, $0.001 par value, 300,000 shares authorized, 75,073 shares

issued and outstanding at September 30, 2012, and 73,205 shares issued and 75 73
outstanding at December 31, 2011

Additional paid-in capital 696,844 681,781
Retained earnings 68,309 20,389
Accumulated other comprehensive loss, net of taxes (305 ) (225
Total stockholders' equity 764,923 702,018
Total liabilities and stockholders' equity $ 1,629,025 $ 1,374,186

See notes to unaudited condensed consolidated financial statements
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Iridium Communications Inc.
Condensed Consolidated Statements of Operations and Comprehensive Income

(In thousands, except per share amounts)

(Unaudited)

Three Months Ended September Nine Months Ended September

30, 30,

2012 2011 2012 2011

(Restated) (Restated)

Revenue:
Services $ 71,403 $ 69,361 $ 206,736 $ 195,687
Subscriber equipment 26,371 25,909 71,825 72,232
Engineering and support services 2,667 6,854 12,675 21,411
Total revenue 100,441 102,124 291,236 289,330
Operating expenses:
Cost qf services (exclusive of depreciation and 14,000 17.770 47.991 54,467
amortization)
Cost of subscriber equipment 14,194 13,793 40,828 38,900
Research and development 3,623 3,122 12,741 10,769
Selling, general and administrative 16,452 16,457 52,570 50,173
Depreciation and amortization 20,484 26,784 63,056 73,779
Total operating expenses 68,753 77,926 217,186 228,088
Operating income 31,688 24,198 74,050 61,242
Other income (expense):
Interest income, net 399 278 588 825
Undrawn credit facility fees (2,488 ) (3,063 ) (7,849 ) (9,566
Other expense, net (67 ) (18 ) (6 ) (59
Total other expense (2,156 ) (2,803 ) (7,267 ) (8,800
Income before income taxes 29,532 21,395 66,783 52,442
Provision for income taxes (11,693 ) (9,382 ) (18,863 ) (19,824
Net income 17,839 12,013 47,920 32,618
Foreign currency translation adjustments 5 (375 ) (80 ) (205
Comprehensive income $ 17,844 $ 11,638 $ 47,840 $ 32,413
Weighted average shares outstanding - basic 74,376 73,354 73,738 71,755
Weighted average shares outstanding - diluted 76,131 74,558 75,886 73,651
Net income per share - basic $ 0.24 $ 0.16 $ 0.65 $ 045

Net income per share - diluted $0.23 $ 0.16 $ 0.63 $ 044
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See notes to unaudited condensed consolidated financial statements
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Iridium Communications Inc.
Condensed Consolidated Statements of Cash Flows
(In thousands)

(Unaudited)

Nine Months Ended September 30,

2012 2011
Cash flows from operating activities:
Net cash provided by operating activities $ 132,715 $ 131,923
Cash flows from investing activities:
Capital expenditures (221,343 ) (240,344 )
Net cash used in investing activities (221,343 ) (240,344 )
Cash flows from financing activities:
Borrowings under credit facility 171,805 190,170
Payment of deferred financing fees (11,980 ) (27,643 )
Cash restricted for debt service reserve (27,062 ) (27,023 )
Proceeds from exercise of stock options and warrants 9,143 41
Payment of offering costs (245 ) -
Repayment of note payable - (22,223 )
Net cash provided by financing activities 141,661 113,322
Net increase in cash and cash equivalents 53,033 4,901
Cash and cash equivalents, beginning of period 136,366 119,932
Cash and cash equivalents, end of period $ 189,399 $ 124,833
Supplemental cash flow information:
Interest paid $ 2,907 $ 4,908
Income taxes paid (refunded) $ 351 $ (3,940 )
Supplemental disclosure of non-cash investing activities:
Property and equipment received but not paid for yet $ 2,821 $ 2,465
Interest capitalized but not paid $ 13,499 $ 5,387
Stock-based compensation capitalized $ 547 $ 290

See notes to unaudited condensed consolidated financial statements
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Iridium Communications Inc.

Notes to Condensed Consolidated Financial Statements

1. Organization and Basis of Presentation

Iridium Communications Inc. (the “Company’’) was initially formed in 2007 as GHL Acquisition Corp., a special
purpose acquisition company. The Company acquired, directly and indirectly, all the outstanding equity of Iridium
Holdings LLC in a transaction accounted for as a business combination on September 29, 2009 (the “Acquisition”). In
accounting for the Acquisition, the Company was deemed the legal and accounting acquirer. On September 29, 2009,
as a result of the Acquisition, the Company changed its name to Iridium Communications Inc.

The Company is a provider of mobile voice and data communications services on a global basis using a constellation
of low-earth orbiting satellites. The Company holds various licenses and authorizations from the U.S. Federal
Communications Commission (the “FCC”) and from foreign regulatory bodies that permit the Company to conduct its
business, including the operation of its satellite constellation.

2. Significant Accounting Policies and Error Corrections

Principles of Consolidation

The Company has prepared its condensed consolidated financial statements in accordance with accounting principles
generally accepted in the United States (“U.S. GAAP”). The accompanying condensed consolidated financial statements
include the accounts of (i) the Company, (ii) its wholly owned subsidiaries, and (iii) all less than wholly owned
subsidiaries that the Company controls. All material intercompany transactions and balances have been eliminated.

In the opinion of management, the condensed consolidated financial statements reflect all normal recurring

adjustments that the Company considers necessary for the fair presentation of its results of operations and cash flows
for the interim periods covered, and of the financial position of the Company at the date of the interim condensed
consolidated balance sheet. The operating results for interim periods are not necessarily indicative of the operating
results for the entire year. Certain information and footnote disclosures normally included in consolidated financial
statements prepared in accordance with U.S. GAAP have been condensed or omitted pursuant to instructions, rules

and regulations prescribed by the U.S. Securities and Exchange Commission (“SEC”). While the Company believes that
the disclosures are adequate to make the information not misleading, these interim condensed consolidated financial

10
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statements should be read in conjunction with the 2011 annual consolidated financial statements and notes included in
its Form 10-K filed with the SEC on March 6, 2012.

Correction of Errors

The Company has determined that its financial statements and related disclosures as of and for each of the years ended
December 31, 2009, 2010 and 2011, the quarter ended December 31, 2009 and each of the quarters in the years ended
December 31, 2010 and 2011 (the “Previously Issued Financial Statements™) should be restated because they contained
certain errors. Accordingly, the Previously Issued Financial Statements should not be relied upon. The errors were
determined to have a material effect on certain of the Company’s annual consolidated financial statements and certain
quarterly periods, and accordingly the Company has determined that it will restate these consolidated financial
statements to correct the errors. The Company intends to restate the Previously Issued Financial Statements to correct
these errors by amending its Annual Report on Form 10-K for the year ended December 31, 2011 subsequent to the
filing of this report.

The errors in the Previously Issued Financial Statements pertained to certain components of the Company’s provision
for income taxes related to a non-operating foreign subsidiary and the recognition of expense related to the fee for the
undrawn portion of the Credit Facility during the incorrect period. The impact of the errors had no impact on the
Company’s consolidated cash balances as of any period.

The Company’s Condensed Consolidated Balance Sheet as of December 31, 2011 and Condensed Consolidated
Statements of Operations and Comprehensive Income for the three and nine months ended September 30, 2011
included herein have been restated to correct these errors. The cumulative effect of the errors on retained earnings at
January 1, 2011 of $0.6 million has also been reflected in the accompanying financial statements. The correction of
the identified errors, which were non-cash in nature, had no net impact on the total cash provided by operating
activities for the nine months ended September 30, 2011 because the correction of the errors had offsetting effects on
net income and the change in working capital in the period. As a result, the Statement of Cash Flows for the nine
months ended September 30, 2011 did not require restatement. Details of the impact of the restatement and a
reconciliation of the restated amounts to the previously reported financial statements are provided below.

11
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The following errors have been corrected:

The impact on the Company’s provision for income taxes related to deferred income taxes of a
non-operating foreign subsidiary which were not reflected properly in the Company’s income tax provision
calculation, resulting in a $0.7 million overstatement of the Company’s provision for income taxes for the
three and nine months ended September 30, 2011.
The expense for the fee associated with the undrawn balance of the Company’s Credit Facility was not properly
recorded on the appropriate effective date in accordance with the terms of the agreement, resulting in an
-overstatement of our undrawn credit facility fee expense of $1.0 million for the nine months ended September 30,
2011 and a corresponding a $0.4 million understatement in the Company’s provision for income taxes for the same
period.

The effects on the Company’s previously issued Consolidated Balance Sheet as of December 31, 2011 and our
Consolidated Statements of Operations and Comprehensive Income for the three and nine months ended September
30, 2011 are as follows:

Condensed Consolidated Balance Sheet (in thousands)

As of As of
December 31, December 31,
2011 2011
As Filed Adjustments Restated
Assets
Total assets $ 1,374,186 $ - $ 1,374,186
Liabilities and stockholders' equity
Deferred tax liabilities, net $ 127,297 $ (751 ) $126,546
Total liabilities $672,919 $ (751 ) $672,168
Retained earnings $ 19,638 $ 751 $ 20,389
Total stockholders' equity $701,267 $ 751 $702,018
Total liabilities and stockholders' equity $ 1,374,186 $ - $ 1,374,186

Condensed Consolidated Statements of Operations and Comprehensive Income (in thousands except per share data):

Three Months Three Months
Ended Ended
September 30, September 30,
2011 2011

As Filed Adjustments Restated

12
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Total revenue

Total operating income

Total other income (expense)
Income before income taxes
Provision for income taxes
Net income

Comprehensive income

Net income per share - basic
Net income per share - diluted

$ 102,124
$ 24,198
$ (2,803
$ 21,395
$ (10,058
$ 11,337
$ 10,962
$ 0.15

$ 0.15

~—

N
B L AL PL AL LA

676
676
676
0.01
0.01

$ 102,124
$ 24,198
$ (2,803
$ 21,395
$ (9,382
$ 12,013
$ 11,638
$ 0.16

$ 0.16

13
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Nine Months Nine Months
Ended Ended
September 30, September 30,
2011 2011
As Filed Adjustments Restated
Total revenue $ 289,330 $ - $ 289,330
Total operating income $ 61,242 $ - $ 61,242
Other income (expense) $ (9,800 ) $ 1,000 $ (8,800 )
Income before income taxes $ 51,442 $ 1,000 $ 52,442
Provision for income taxes $ (20,123 ) $ 299 $ (19,824 )
Net income $ 31,319 $ 1,299 $ 32,618
Comprehensive income $ 31,114 $ 1,299 $ 32,413
Net income per share - basic ~ $ 0.44 $ 0.01 $ 045
Net income per share - diluted $ 0.42 $ 0.02 $ 0.44

Condensed Consolidated Statement of Cash Flows

The Company determined that the errors had no net impact on the previously filed Condensed Consolidated Statement
of Cash Flows for the nine months ended September 30, 2011. The impact of the errors on net income and the
corresponding impact on working capital resulted in no net change in the cash provided by operating activities as
presented on the Condensed Consolidated Statement of Cash Flows for the nine months ended September 30, 2011.

Cash, Cash Equivalents and Restricted Cash

The Company considers all highly liquid investments with original maturities of three months or less to be cash
equivalents. The cash and cash equivalents balances at September 30, 2012 and December 31, 2011 consisted of cash
deposited in institutional money market funds, regular interest bearing and non-interest bearing depository accounts
and certificates of deposit with commercial banks. The Company is required to maintain a minimum cash reserve for
debt service related to the $1.8 billion loan facility (the “Credit Facility”). As of September 30, 2012 and December 31,
2011, the Company’s restricted cash balance, which represents a minimum cash reserve for debt service related to the
Credit Facility and the interest earned on these amounts, was $54.2 million and $27.2 million, respectively.

Depreciation Expense

The Company calculates depreciation expense using the straight-line method and evaluates the appropriateness of the
useful life used in this calculation on a quarterly basis. During the second quarter of 2012, the Company updated its

14
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analysis of the current satellite constellation’s health and remaining useful life. Based on the results of this analysis, the
Company estimates that its current constellation of satellites will be operational for longer than previously

expected. As a result, the estimated useful life of the current constellation has been extended and is also consistent
with the expected deployment of the Company’s next-generation satellite constellation (“Iridium NEXT”). This change
in estimated useful life resulted in a decrease in depreciation expense compared to the prior-year periods. The change
in accounting estimate reduced the depreciation expense by $6.5 million and $13.1 million for the three and nine
months ended September 30, 2012, respectively. For the three months ended September 30, 2012, the reduction in
depreciation expense increased basic and diluted net income per share by $0.05. For the nine months ended September
30, 2012, the reduction in depreciation expense increased basic and diluted net income per share by $0.12. During the
third quarter of 2012, the Company lost communication with one of its in-orbit satellites. As a result, a $2.0 million
impairment charge was recorded within depreciation expense during the third quarter of 2012. The Company will
continue to evaluate the useful life of its current constellation of satellites on an ongoing basis through full

deployment and activation of Iridium NEXT.

Fair Value Measurements

Fair value is the price that would be received from the sale of an asset or paid to transfer a liability assuming an
orderly transaction in the most advantageous market at the measurement date. U.S. GAAP establishes a hierarchical
disclosure framework which prioritizes and ranks the level of observability of inputs used in measuring fair value.

15
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The fair values of short-term financial instruments (primarily cash and cash equivalents, accounts receivable, prepaid
expenses and other current assets, accounts payable, accrued expenses and other liabilities, and deferred revenue)
approximated their carrying values as of the dates of the accompanying condensed consolidated balance sheets
because of their short-term nature.

Stock-Based Compensation

The Company accounts for stock-based compensation at fair value. The fair value of stock options is determined at the
grant date using the Black-Scholes option pricing model. The fair value of restricted stock units (“RSUs”) is equal to the
closing price of the underlying common stock on the grant date. The fair value of an award that is ultimately expected
to vest is recognized on a straight-line basis over the requisite service or performance period and is classified in the
statement of operations in a manner consistent with the classification of the employee’s or non-employee director’s
compensation. Stock-based awards to non-employee consultants are expensed at their fair value as services are

provided according to the terms of their agreements and are classified in selling, general and administrative expenses

in the accompanying condensed consolidated statements of operations and comprehensive income.

Warranty Expense

The Company provides the first end-user purchaser of its subscriber equipment a warranty for one to five years from
the date of purchase by such first end-user, depending on the product. The Company maintains a warranty reserve
based on historical experience of warranty costs and expected occurrences of warranty claims on equipment. Costs
associated with warranties, including equipment replacements, repairs, freight, and program administration, are
recorded as cost of subscriber equipment in the accompanying condensed consolidated statements of operations and
comprehensive income. During the nine months ended September 30, 2012, certain production issues were identified
related to the Iridium Extreme® satellite handset. A reserve for the remediation of these issues contributed $1.2
million to the warranty provision during the nine months ended September 30, 2012. Changes in the warranty reserve
during the nine months ended September 30, 2012 were as follows:

Nine Months Ended

September 30, 2012

(in thousands)
Balance at beginning of the period $ 4,101

Provision 3,439
Utilization (2,964 )
Balance at end of the period $ 4,576

3. Commitments and Contingencies
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Commitments

Thales

In June 2010, the Company executed a primarily fixed-price full-scale development contract (the “FSD”’) with Thales
Alenia Space France (‘“Thales”) for the design and build of satellites for Iridium NEXT. The total price under the FSD is
$2.2 billion, and the Company expects payment obligations under the FSD to extend into the third quarter of 2017. As
of September 30, 2012, the Company had made aggregate payments of $634.5 million to Thales, which were
capitalized as construction in progress within property and equipment, net in the accompanying condensed

consolidated balance sheet.

SpaceX

In March 2010, the Company entered into an agreement with Space Exploration Technologies Corp. (‘“SpaceX”) to
secure SpaceX as the primary launch services provider for Iridium NEXT (the “SpaceX Agreement”). As of September
30, 2012, the Company had made aggregate payments of $43.9 million to SpaceX, which were capitalized as
construction in progress within property and equipment, net in the accompanying condensed consolidated balance
sheet.

In August 2012, the Company entered into an amendment to the SpaceX Agreement (the “SpaceX Amendment”). The
SpaceX Amendment reduced the number of contracted launches and increased the number of satellites to be carried
on each launch vehicle. The SpaceX Amendment also reduced the maximum price under the SpaceX Agreement from
$492.0 million to $453.1 million. The Company's obligations to SpaceX under the SpaceX Amendment for the three
months ending December 31, 2012 and the years ending December 31, 2013, 2014, 2015, 2016 and 2017 are $21.2
million, $4.6 million, $83.5 million, $169.1 million, $109.0 million and $21.8 million, respectively.

17
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Kosmotras

In June 2011, the Company entered into an agreement with International Space Company Kosmotras (“Kosmotras™) as a
supplemental launch service provider for Iridium NEXT (the “Kosmotras Agreement”). The Kosmotras Agreement
provides for the purchase of up to six launches with options to purchase additional launches. Each launch can carry

two satellites. If all six launches are purchased, the Company will pay Kosmotras a total of $184.3 million. As of
September 30, 2012, the Company had made aggregate payments of $11.2 million to Kosmotras, which were

capitalized as construction in progress within property and equipment, net in the accompanying condensed

consolidated balance sheet. If the Company elects to purchase all six launches, the remaining amounts owed under the
contract will be paid through 2015 or 2016, depending on the launch schedule.

Based on the terms of the Kosmotras Agreement, if the Company does not purchase any launches by March 31, 2013,
the Kosmotras Agreement will terminate and any amounts paid by the Company to Kosmotras in excess of $15.1
million will be refunded.

Harris

In June 2012, Aireon LLC (“Aireon”), an indirect wholly-owned subsidiary of the Company, entered into an agreement
with Harris Corporation for the design, development and production of the payload for each of the planned Iridium
NEXT satellites (the “Harris Agreement”). The Harris Agreement does not provide for any guarantee of payment by
Iridium Communications Inc. or Iridium Satellite LL.C, but the Company intends to make available an injection into
Aireon of up to $10 million worth of airtime credits to be used to satisfy a portion of the payments to be made by
Aireon under the Harris Agreement in the event that Aireon cannot make such payments. Aireon’s obligations to
Harris Corporation under the Harris Agreement for the three months ending December 31, 2012 and the years ending
December 31, 2013, 2014, 2015, 2016 and 2017 are $9.5 million, $27.5 million, $49.0 million, $20.9 million, $6.2
million and $1.6 million, respectively.

Credit Facility

In October 2010, the Company entered into a $1.8 billion loan facility (the “Credit Facility”) with a syndicate of bank
lenders (the “Lenders”). The Company had borrowed an aggregate total of $588.9 million as of September 30, 2012.
The unused portion of the Credit Facility as of September 30, 2012 was $1.2 billion. Pursuant to the Credit Facility,
the Company maintains a minimum cash reserve for repayment. As of September 30, 2012, the minimum required
cash reserve balance was $54.0 million. This amount is included in restricted cash in the accompanying condensed
consolidated balance sheet. This minimum cash reserve requirement will increase over the term of the Credit Facility
and will be $189.0 million at the beginning of the repayment period, which is expected to begin in 2017.
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Interest costs incurred under the Credit Facility were $6.9 million and $18.0 million for the three and nine months
ended September 30, 2012, respectively. All interest costs incurred related to the Credit Facility have been capitalized
during the construction period of the Iridium NEXT assets. The Company pays interest on each semi-annual due date
through a combination of a cash payment and a deemed additional loan. The $18.0 million in interest incurred during
the nine months ended September 30, 2012 consisted of $5.4 million payable in cash, of which $2.0 million was paid
during the period and $3.4 million was accrued at period-end, and $12.6 million payable by deemed loans, of which
$4.7 million was paid during the period and $7.9 million was accrued at period-end. The $6.9 million in interest
incurred during the three months ended September 30, 2012 consisted of $2.1 million payable in cash and $4.8 million
payable by deemed loans; no payments were made during the quarter. Total interest payable associated with the Credit
Facility was $11.3 million and is included in interest payable in the accompanying condensed consolidated balance
sheet as of September 30, 2012.

The Company also pays a commitment fee of 0.80% per year, in semi-annual installments, on any undrawn portion of
the Credit Facility. The total commitment fee payable on the undrawn portion of the Credit Facility was $4.9 million
and is included in accrued expenses and other current liabilities in the accompanying condensed consolidated balance
sheet as of September 30, 2012.

10
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In August 2012, the Company entered into a supplemental agreement (the “Supplemental Agreement”) with the Lenders
under the Credit Facility, to amend and restate the Credit Facility. The Credit Facility, as amended by the
Supplemental Agreement, authorizes the Company to fund and operate Aireon for the purpose of establishing a
space-based Automatic Dependent Surveillance-Broadcast business. Specifically, the amended Credit Facility
excludes Aireon from the group of companies (Iridium Communications Inc. and its material subsidiaries) that are
obligors under the Credit Facility and from the Company’s consolidated financial results for purposes of calculating
compliance with the financial covenants. The amended Credit Facility allows the Company to make a $12.5 million
investment in Aireon, the injection of up to $10 million worth of airtime credits in connection with the Harris
Agreement described above, if needed, and an additional investment of up to $15 million raised from issuances of the
Company’s common equity. The amended Credit Facility requires the Company to use any net distributions received
from Aireon to repay its debt obligations under the Credit Facility and to grant the Lenders a security interest in the
Company’s ownership interest in Aireon. The Supplemental Agreement does not modify the principal amount, interest
rates, repayment dates, or maturity of the Credit Facility. The amended Credit Facility includes revised financial
covenant levels to reflect changes in timing of expected receipts of cash flows from secondary payloads and other
changing business conditions and revised launch and backup launch requirements to permit the amendment to the
Company’s launch services agreement with SpaceX. The amended Credit Facility required the Company to raise $100
million through a combination of the issuance of convertible preferred or common equity and warrant exercises by
April 30, 2013. The Company satisfied this requirement primarily through the sale of its 7.00% Series A Cumulative
Convertible Preferred Stock for net proceeds of $96.7 million. During the three months ended September 30, 2012, the
Company also received $9.1 million from the exercise of warrants to purchase its common stock at an exercise price
of $7.00 per share.

Contingencies

From time to time, in the normal course of business, the Company is party to various pending claims and lawsuits.
The Company is not aware of any such actions that it would expect to have a material adverse impact on its business,
financial results or financial condition.

4. Stock-Based Compensation

During 2009, the Company’s stockholders approved a stock incentive plan (the “2009 Stock Incentive Plan”) to provide
stock-based awards, including nonqualified stock options, incentive stock options, restricted stock and other equity
securities, as incentives and rewards for employees, consultants and non-employee directors. As of December 31,

2011, 8.0 million shares of common stock were authorized for issuance as awards under the 2009 Stock Incentive

Plan. In May 2012, the Company’s stockholders approved a new stock incentive plan (the “2012 Stock Incentive Plan”).
The 2012 Stock Incentive Plan is the successor to and continuation of the 2009 Stock Incentive Plan. Following the
adoption of the 2012 Stock Incentive Plan, no additional stock awards may be granted under the 2009 Stock Incentive
Plan. The aggregate number of shares of common stock initially authorized for issuance under the 2012 Stock

Incentive Plan is 13,416,019 shares, which represents the sum of (A) 5,423,206 newly authorized shares, plus (B) the
number of shares available for issuance under the 2009 Stock Incentive Plan prior to adoption of the 2012 Stock
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Incentive Plan, in an amount not to exceed 1,576,794 shares, plus (C) up to 6,416,019 shares subject to grants made
for issuance under the 2009 Stock Incentive Plan that may become available for issuance under the 2012 Stock
Incentive Plan from time to time as a result of expiration or termination of outstanding awards under the 2009 Stock
Incentive Plan prior to exercise or vesting.

Non-employee directors elected to receive a portion of their 2012 annual compensation in the form of equity awards,
in an aggregate amount of approximately 106,000 stock options and 106,000 RSUs. These stock options and RSUs
were granted in January 2012 and vest over the remainder of 2012 with 25% vesting on the last day of each calendar
quarter. The estimated aggregate grant-date fair value of the stock options was $0.3 million. The estimated aggregate
grant-date fair value of the RSUs was $0.8 million.

During the three months ended September 30, 2012, the Company granted approximately 153,000 stock options to its
employees. During the nine months ended September 30, 2012, the Company granted approximately 899,000 stock
options, 570,000 service-based RSUs, and 234,000 performance-based RSUs to its employees. Employee stock
options and service-based RSUs generally vest over a four-year service period with 25% vesting on the first
anniversary of the grant date and the remainder vesting ratably on a quarterly basis thereafter. The performance-based
RSUs were awarded to the Company’s executives. Vesting of the performance-based RSUs is dependent upon the
Company’s achievement of certain performance goals over a two-year measurement period. The number of
performance-based RSUs that will ultimately vest may range from 0% to 150% of the original grant based on the level
of achievement of the performance goals. Provided that the Company achieves the performance goals, 50% of the
RSU awards will vest after two years and the remaining 50% after the third year. The Company records stock-based
compensation expense related to performance-based RSUs when it is considered probable that the performance
conditions will be met. The estimated aggregate grant-date fair values of the stock options granted to employees
during the three months ended September 30, 2012 was $0.5 million. The estimated aggregate grant-date fair values of
the stock options, service-based RSUs, and performance-based RSUs granted to employees during the nine months
ended September 30, 2012 were $3.0 million, $4.3 million, and $1.8 million, respectively.
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During the nine months ended September 30, 2012, the Company granted approximately 75,000 stock options to
consultants. The consultant options vest over a two-year period with ratable quarterly vesting. The aggregate
estimated grant-date fair value of the consultant stock options was approximately $0.3 million.

During the three months ended September 30, 2012, the Company granted approximately 167,000 stock appreciation
rights (“SARs”) to non-employee contractors. The SARs vest over a four-year service period with 25% vesting on the
first anniversary of the grant date and the remainder vesting ratably on a quarterly basis thereafter. The aggregate
estimated grant-date fair value of the contractor SARs was approximately $0.5 million.

5. Equity Transactions

Warrant Activity

During the three and nine months ended September 30, 2012, the Company issued 1,300,000 shares of common stock
resulting from the exercise of 1,300,000 warrants to purchase its common stock at an exercise price of $7.00 per share
(the “$7.00 Warrants”). The Company received proceeds of $9.1 million as a result of these warrant exercises.

Private Warrant Exchanges

During 2011, the Company entered into several private transactions to exchange shares of its common stock for
outstanding warrants to purchase its common stock at an exercise price of $11.50 per share (the “$11.50 Warrants”). As
a result of these transactions, the Company issued an aggregate of 1,643,453 shares of its common stock in exchange
for an aggregate of 8,167,541 of the $11.50 Warrants.

In September 2012, the Company entered into privately negotiated warrant exchange agreements with the largest
holder of the outstanding $7.00 Warrants. Pursuant to these agreements, the Company issued 562,370 new shares of
its common stock in exchange for 3,374,220 of the $7.00 Warrants (equivalent to approximately 0.1667 common
shares for every $7.00 Warrant tendered), representing approximately 27% of the outstanding $7.00 Warrants.
Following these private warrant exchanges, the Company had 8,979,434 outstanding $7.00 Warrants as of September
30, 2012, including 632,726 that are included as part of units that were issued in connection with the formation of the
Company in 2007. Each unit consists of one share of common stock and one $7.00 Warrant.

22



Edgar Filing: Iridium Communications Inc. - Form 10-Q

Warrant Exchange Tender Offers

During 2011, the Company initiated and completed a tender offer to exchange outstanding $11.50 Warrants for shares
of its common stock (the “2011 Tender Offer”). As a result of the 2011 Tender Offer, the Company issued an aggregate
of 1,303,267 shares of its common stock in exchange for an aggregate of 5,923,963 of the $11.50 Warrants. As of
September 30, 2012, 277,021 of the $11.50 Warrants remained outstanding.

On October 2, 2012, the Company initiated a tender offer to exchange outstanding $7.00 Warrants for shares of its
own common stock (the “2012 Tender Offer”). The Company offered holders of its $7.00 Warrants one share of
common stock for every six of the $7.00 Warrants tendered (equivalent to approximately 0.1667 common shares for
every $7.00 Warrant tendered). The offer period ends on November 6, 2012.

Private Offering

On October 3, 2012, the Company issued 1,000,000 shares of its 7.00% Series A Cumulative Convertible Perpetual
Preferred Stock (the “Series A Preferred Stock™) in a private offering. The purchase price, equal to $96.85 per share,
reflected an aggregate initial purchaser discount of $3.2 million. The Company received proceeds of $96.7 million
from the sale of the Series A Preferred Stock in October 2012 which were net of the $3.3 million initial purchaser
discount and offering costs. The Company intends to use the net proceeds of the private offering to help fund the
construction and deployment of Iridium NEXT and for other general corporate purposes. The settlement date of the
private offering was October 3, 2012.

Holders of Series A Preferred Stock are entitled to receive cumulative cash dividends at a rate of 7.00% per annum of
the $100 liquidation preference per share (equivalent to an annual rate of $7.00 per share). Dividends will be payable
quarterly in arrears, beginning on December 15, 2012. The Series A Preferred Stock do not have a stated maturity date
and are not subject to any sinking fund or mandatory redemption provisions. The Series A Preferred Stock will rank
senior to the Company’s common stock with respect to dividend rights and rights upon the Company’s liquidation,
dissolution or winding-up. Holders of Series A Preferred Stock will generally have no voting rights except for limited
voting rights if the Company fails to pay dividends for six or more quarterly periods (whether or not consecutive) and
in other specified circumstances. Holders of Series A Preferred Stock may convert some or all of their outstanding
Series A Preferred Stock initially at a conversion rate of 10.6022 shares of common stock per $100 liquidation
preference, which is equivalent to an initial conversion price of approximately $9.43 per share of common stock
(subject to adjustment in certain events). Except as otherwise provided, the Series A Preferred Stock will be
convertible only into shares of the Company’s common stock.
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On or after October 3, 2017, the Company may, at its option, convert some or all of the Series A Preferred Stock into
that number of shares of common stock that are issuable at the then-applicable conversion rate, subject to specified
conditions. On or prior to October 3, 2017, the holders of Series A Preferred Stock will have a special right to convert
some or all of the Series A Preferred Stock into shares of common stock in the event of fundamental changes
described in the Certificate of Designations for the Series A Preferred Stock, subject to specified conditions and
limitations. In certain circumstances, the Company may also elect to settle conversions in cash as a result of these
fundamental changes.

6. Net Income Per Share

The computations of basic and diluted net income per share are set forth below. The correction of errors in the
reported results for the three and nine months ended September 30, 2011 resulted in restated net income for those
periods. The correction of these errors did not affect any other components in the calculation of net income per share.

Three Months Ended September

30,
2012 2011
(Restated)
(in thousands, except per share
data)
Numerator:
Net income $ 17,839 $ 12,013
Net income allocated to participating securities (11 ) (6 )
Numerator for basic and diluted net income per share $ 17,828 $ 12,007
Denominator:
Denominator for basic net income per share - weighted average outstanding 74,376 73.354
common shares
Dilutive effect of stock options 1 -
Dilutive effect of contingently issuable shares 23 -
Dilutive effect of warrants 1,731 1,204
Denominator for diluted net income per share 76,131 74,558
Net income per share - basic $ 0.24 $ 0.16
Net income per share - diluted $ 0.23 $ 0.16
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Nine Months Ended September

30,
2012 2011
(Restated)
(in thousands, except per share
data)
Numerator:
Net income $ 47,920 $ 32,618
Net income allocated to participating securities 47 ) (28 )
Numerator for basic and diluted net income per share $ 47,873 $ 32,590
Denominator:
Denominator for basic net income per share - weighted average outstanding 73.738 71755
common shares
Dilutive effect of stock options 8 1
Dilutive effect of contingently issuable shares 48 -
Dilutive effect of warrants 2,092 1,895
Denominator for diluted net income per share 75,886 73,651
Net income per share - basic $ 0.65 $ 045
Net income per share - diluted $ 0.63 $ 044

For the three months ended September 30, 2012, warrants to purchase 0.3 million shares of common stock, stock
options to purchase 4.3 million shares of common stock and 0.6 million unvested RSUs were not included in the
computation of diluted net income per share as the effect would be anti-dilutive.

For the nine months ended September 30, 2012, warrants to purchase 0.3 million shares of common stock, stock
options to purchase 4.1 million shares of common stock and 0.5 million unvested RSUs were not included in the
computation of diluted net income per share as the effect would be anti-dilutive.

For the three and nine months ended September 30, 2011, warrants to purchase 0.3 million shares of common stock
and stock options to purchase 4.5 million shares of common stock were not included in the computation of diluted net
income per share as the effect would be anti-dilutive.
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ITEM MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
2. OF OPERATIONS.

You should read the following discussion along with our Annual Report on Form 10-K for the fiscal year ended
December 31, 2011, filed on March 6, 2012 with the Securities and Exchange Commission, or the SEC, as well as our
condensed consolidated financial statements included in this Form 10-Q.

This report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995. For this purpose, any statements contained herein that are not statements of historical fact may be deemed to be
forward-looking statements. Such forward-looking statements include those that express plans, anticipation, intent,
contingencies, goals, targets or future development or otherwise are not statements of historical fact. Without limiting
the foregoing, the words “believe,” “anticipate,” “plan,” “expect,” “intend” and similar expressions are intended to identify
forward-looking statements. These forward-looking statements are based on our current expectations and projections
about future events, and they are subject to risks and uncertainties, known and unknown, that could cause actual
results and developments to differ materially from those expressed or implied in such statements. The important
factors discussed under the caption “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2011 filed on March 6, 2012, and in this Form 10-Q, could cause actual results to differ materially from
those indicated by forward-looking statements made herein. We undertake no obligation to publicly update or revise
any forward-looking statements, whether as a result of new information, future events or otherwise.

LR T3 9 ¢

Background

We were initially formed in 2007 as GHL Acquisition Corp., a special purpose acquisition company. We acquired,
directly and indirectly, all the outstanding equity of Iridium Holdings LLC, or Iridium Holdings, in a transaction
accounted for as a business combination on September 29, 2009. We refer to this transaction as the Acquisition. We
refer to Iridium Holdings, together with its direct and indirect subsidiaries, as Iridium. In accounting for the
Acquisition, we were deemed the legal and accounting acquirer and Iridium the legal and accounting acquiree. On
September 29, 2009, as a result of the Acquisition, we changed our name to Iridium Communications Inc.

Overview of Our Business

We are engaged primarily in providing mobile voice and data communications services using a constellation of
orbiting satellites. We are the second largest provider of satellite-based mobile voice and data communications
services based on revenue, and the only commercial provider of communications services offering 100% global
coverage. Our satellite network provides communications services to regions of the world where existing wireless or
wireline networks do not exist or are impaired, including extremely remote or rural land areas, airways, open oceans,
the polar regions and regions where the telecommunications infrastructure has been affected by political conflicts or
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natural disasters.

We provide voice and data communications services to businesses, the U.S. and foreign governments,
non-governmental organizations and consumers. We provide these services using our constellation of in-orbit
satellites and related ground infrastructure, including a primary commercial gateway. We utilize an interlinked, mesh
architecture to route traffic across the satellite constellation using radio frequency crosslinks. This unique architecture
minimizes the need for ground facilities to support the constellation, which facilitates the global reach of our services
and allows us to offer services in countries and regions where we have no physical presence.

We sell our products and services to commercial end-users through a wholesale distribution network, encompassing
72 service providers, 177 value-added resellers, or VARs, and 53 value-added manufacturers, who either sell directly
to the end-user or indirectly through other service providers, VARs or dealers. These distributors often integrate our
products and services with other complementary hardware and software and have developed a broad suite of
applications for our products and services targeting specific vertical markets.

At September 30, 2012, we had approximately 595,000 billable subscribers worldwide, an increase of 17% from
approximately 508,000 billable subscribers at September 30, 2011. We have a diverse customer base, with end-users
in the following key business areas: land-based handset; maritime; aviation; machine-to-machine, or M2M; and
government.

We expect a higher proportion of our future revenue will be derived from service revenue than in the past. Revenues
from providing voice and data service historically have generated higher gross margins than sales of subscriber
equipment.
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We are currently devoting a substantial part of our resources to develop Iridium NEXT, our next-generation satellite
constellation, and on hardware and software upgrades to our ground infrastructure in preparation for Iridium NEXT,
the development of new product and service offerings, upgrades to our current services, and upgrades to our
information technology systems. We estimate the aggregate costs associated with the design, build and launch of
Iridium NEXT and related infrastructure upgrades through 2017 to be approximately $3 billion. We believe our $1.8
billion loan facility, or the Credit Facility, together with internally generated cash flows, including cash flows from
hosted payloads and proceeds from our recent sale of convertible preferred stock, will be sufficient to fully fund the
aggregate costs associated with the design, build and launch of Iridium NEXT and related infrastructure upgrades
through early 2017. As of October 31, 2012, we had borrowed a total of $598.9 million under the Credit Facility. For
more information about our sources of funding, refer to “Liquidity and Capital Resources.”

Recent Developments

Amendment of Credit Facility

In August 2012, we entered into a supplemental agreement, or the Supplemental Agreement, with the syndicate of
bank lenders, or the Lenders, under the Credit Facility. The Supplemental Agreement amended and restated the Credit
Facility. The Supplemental Agreement authorizes us to fund and operate Aireon for the purpose of establishing a
space-based automatic dependent surveillance-broadcast, or ADS-B, business for global aviation monitoring.
Specifically, the Supplemental Agreement excludes Aireon from the group of companies (we and our material
subsidiaries) that are obligors under the Credit Facility and from our consolidated financial results for purposes of
calculating compliance with the financial covenants. The Supplemental Agreement allows us to make a $12.5 million
investment in Aireon, the injection of up to $10 million worth of airtime credits into Aireon as provided for in Aireon’s
agreement with Harris Corporation to build the ADS-B system payloads, if needed, and an additional investment of up
to $15 million raised from issuances of our common equity. The Supplemental Agreement requires us to use any net
distributions that we receive from Aireon to repay the debt under the Credit Facility and to issue the Lenders a
security interest in our ownership interest in Aireon.

The Supplemental Agreement also includes revised financial covenant levels to reflect changes in timing of expected
receipts of cash flows from secondary payloads and other changing business conditions and revised launch and
backup launch requirements consistent with the amendment to our launch services agreement with Space Exploration
Technologies Corp., or SpaceX, described below. The amendment to the Credit Facility does not modify the principal
amount, interest rates, repayment dates, or maturity of the Credit Facility. The Supplemental Agreement required us to
raise $100 million through a combination of the issuance of convertible preferred or common equity and warrant
exercises by April 30, 2013. We satisfied this requirement primarily through the sale of our 7.00% Series A
Cumulative Convertible Preferred Stock, or Series A Preferred Stock, as described below. We also received $9.1
million from the exercise of warrants during the three months ended September 30, 2012.
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SpaceX

Effective in August 2012, we entered into an amendment to our launch services agreement with SpaceX. The
amendment reduced the number of contracted launches and increased the number of satellites to be carried on each
launch vehicle. The amendment also reduced the maximum price under the original SpaceX agreement from $492.0
million to $453.1 million.

Private Placement of Series A Convertible Preferred Stock

On October 3, 2012, we issued 1,000,000 shares of our Series A Preferred Stock in a private offering. The sale price to
the initial purchaser, equal to $96.85 per share, reflected an aggregate initial purchaser discount of $3.2 million. Upon
settlement of the private offering in October 2012, we received proceeds of $96.7 million, which were net of the $3.2
million initial purchaser discount and $0.2 million of offering costs. We intend to use the net proceeds of the private
offering to help fund the construction and deployment of Iridium NEXT and for other general corporate purposes.

Holders of Series A Preferred Stock are entitled to receive cumulative cash dividends when, as and if declared from,
and including, the date of original issue at a rate of 7.00% per annum of the $100 liquidation preference per share
(equivalent to an annual rate of $7.00 per share). Dividends will be payable quarterly in arrears, beginning on
December 15, 2012. The Series A Preferred Stock does not have a stated maturity date and is not subject to any
sinking fund or mandatory redemption provisions. The Series A Preferred Stock will rank senior to our common stock
with respect to dividend rights and rights upon our liquidation, dissolution or winding-up. Holders of Series A
Preferred Stock will generally have no voting rights except for limited voting rights if we fail to pay dividends for six
or more quarterly periods (whether or not consecutive) and in other specified circumstances.
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Holders of Series A Preferred Stock may convert some or all of their outstanding Series A Preferred Stock initially at
a conversion rate of 10.6022 shares of common stock per $100 liquidation preference, which is equivalent to an initial
conversion price of approximately $9.43 per share of common stock, subject to adjustment in certain events. Except as
otherwise provided, the Series A Preferred Stock will be convertible only into shares of our common stock.

On or after October 3, 2017, we may, at our option, convert some or all of the Series A Preferred Stock into that
number of shares of our common stock that are issuable at the then-applicable conversion rate, subject to specified
conditions. On or prior to October 3, 2017, the holders of Series A Preferred Stock will have a special right to convert
some or all of the Series A Preferred Stock into shares of our common stock in the event of fundamental changes
described in the Certificate of Designations for the Series A Preferred Stock, subject to specified conditions and
limitations. In certain circumstances, we may also elect to settle conversions in cash as a result of these fundamental
changes.

Private Warrant Exchange

In September 2012, we entered into privately negotiated warrant exchange agreements with funds managed by T2
Partners Management, L.P. (“T2”), the largest holder of our outstanding common stock purchase warrants with an
exercise price of $7.00 per share, or $7.00 Warrants. Pursuant to these exchange agreements, we issued 562,370 new
shares of our common stock in exchange for 3,374,220 of the $7.00 Warrants held by the T2 funds (equivalent to
approximately 0.1667 common shares for every $7.00 Warrant tendered), representing approximately 27% of the
outstanding $7.00 Warrants.

Tender Offer for Warrant Exchange

On October 2, 2012, we initiated a tender offer to exchange the remaining outstanding $7.00 Warrants for shares of
our common stock. We offered holders of $7.00 Warrants one share of common stock for every six of the $7.00
Warrants tendered (equivalent to approximately 0.1667 common shares for every $7.00 Warrant tendered). The offer
period ends on November 6, 2012.

Restatement to Correct Errors

Management has determined that its financia