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inmarsat Investments Limited
Directors’ Report . .
For the year ended 31 December 2012

Directors’ Report

The Directors have pleasure in submitting their report and the audited financial statements for Inmarsat Investments
Limited (the ‘Company’ or together with its subsidiaries, the ‘Group’) for the year ended 31 December 2012

Principal activities

The Group 1s the leading provider of global mobile satellite communications services (‘MSS'"), providing data and voice
connectivity to end-users worldwide We have over 30 years of expernence in designing, launching and operating a
satellite-based network With a fleet of nine owned and operated geosynchrongus satelites, we provide a
comprehensive portfolio of global mobile satellite communications services for use on land, at sea and n the ar, a
broad portfolio of remote telecommunications services to end-user customers, offering services over mobile and fixed
satellite systems, at L-band, Ku-band or VSAT, and through our owned and operated microwave and satellite
telecommunications faciities We also provide secure, end-to-end telecommunication solutions for US Government
operations worldwide

The results for the pericd are disclosed n the financial statements for the Company on pages 57 to 59 and for the
Group on pages 8 to 55 Both the level of business and financial positton of the Company and the Group are
satisfactory to the Directors The Company Balance Sheet on page 57 and the Group's Balance Sheet on page 9,
show the Company’s and the Group’s financial position at 31 December 2012

Business review

The Group's key financial and other performance indicators during the year were as follows

(US$ in millions) 2012 2011 Increase/{decrease)
Revenue 1,337 8 1,408 5 (5 0%)
Operating profit 346 3 466 3 (25 7%)
Profit after tax 2139 274 8 (22 2%)
Net assets 1,3220 1,211 3 91%
Average number of employees 1,616 1,543 4 7%

Revenue decreased year-on-year due td reduced revenues from the LightSquared Cooperation Agreement, which
was partially offset by growth in our wholesale MSS revenues, new US Government contracts in Segovia and a full
year's contribution from Ship Equip Operating profit decreased year-on-year due to the reduced revenues, an
increase In net operating costs to support the new contracts in Segovia and the full year impact of costs from Ship
Equip, which was partially offset by a reduction in the impairment charge year-on-year Profit after tax decreased year-
on-year due to the factors described above being partially offset by a reduced income tax expense year-on-year

Going concern

The Directors acknowledge the latest guidance on going concern Despite the current volatility in financial markets
and uncertain economic cutlook, the Directors believe that the Group has a resilient business model, strong free cash
flow generation and 1s comphant with all its financial covenants In making their assessment of going concern, the
Directors considered the Inmarsat plc Board-approved budget, the 15-month roling forecast,-the cash flow forecast
and the most recent five-year long range financial plan In addition, the Directors considered the matunty profile of
existing debt facilives, other habilttes as well as actual and forecast covenant calculations Furthermore, the forecasts
and covenant calculations were stress tested by applying a set of downside scenanos After making enquines, the
Directors have a reasonable expectation that the Group has adequate resources to continue in operational existence
for the foreseeable future Accordingly, Inmarsat conttnues to adopt the going concern basis in prepanng the
consoldated financial statements

Further details regarding the adoption of the going concern basis can be found in note 2 to the consolidated financial
statements
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Results and dividends

The results for the year are disclosed in the Company financial statements on page 59 and of the Group in the
Consolidated Income Statement on page 8 The Company’s profit after tax for the year amounted to US$48 9m (2011
US$365 5m) and the Group's profit after tax for the year amounted to US$213 9m (2011 US$274 8m)

The Company paid dividends during the year ended 31 December 2012 of US$75 7m and US$50 Om for the 2012
interim dividend and the 2011 final dividend, respectively (year ended 31 December 2011 US$68 9m and US$104 5m
for the 2011 interm dividend and the 2010 final intenm dividend, respechively Additionally, in the year ended
31 December 2011, the Company declared a one-cff dividend totalling US$250m, to fund a share repurchase
programme by Inmarsat plc, the ultimate parent company)

Research and development

The Group continues to invest In new services and technology necessary to support its activities through research and
development programmes

Charitable and political donations

During the year, the Group donated In aggregate US$367,458 (2011 US$370,889) to chanties worldwide This
amount included a donation of US$200,000 to the telecommunications relief aid orgarusation, Télecoms Sans
Frontiéres and a payment of US$111,000 to the World Martime University as part of our support for the education of
mantime specialists In addition, Inmarsat Global provides satellite telecommunication services and equipment, In
conjunction with support offered by its DPs and manufacturers, to service providers and customers in support of
disaster relief management in affected areas of the world Our subsidiary companies also made contrnbutions to local
chantable causes

No political donations were made duning the year It remains the policy of the Company not to make pohtical donations
or incur poltical expenditure However, the Directors recognise that occasions arise where it may be in the best
nterests of shareholders for the Company to be able, f appropnate, to participate in public debate and opnion-
forming on matters which affect its business To avod inadvertent infringement of the reqguirements of the Companies
Act 2006, shareholders of the ultimate parent company, Inmarsat plc, are asked annually to give authonty at that
company’s Annual General Meeting for Inmarsat plc and its subsidianies to make political donations and to incur
political expenditure

Financial instruments

Detalls of the financtal nsk management objectives and policies of the Company are the same as the Group These
detalls are explained in notes 3 and 31 to the consolidated financtal statements

Post balance sheet events
Details of material post balance sheet events are included in note 36 to the consolidated financial statements
Directors and their interests
The Directors who served dunng the year and who were in office on 1 January 2012 were as follows
+  Abson Horrocks
* Rick Medlock
*  Andrew Sukawaty
+ Rupert Pearce

None of the Directors, at any time during the year ended 31 Becember 2012 or subsequently, have had any interests
in any shares of the Company or its subsidianes

Employees

The Company has no directly employed staff
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Employee involvement in the Inmarsat plc group’s share and share option schemes i1s encouraged Detaills of
employee share awards and option schemes are shown in note 25 to the financial statements

Health and safety

The Inmarsat plc Board receives an annual update on Health and Safety activity across the Group Rupert Pearce,
CEQ, has been identified as having responsibility for health and safety 1ssues within the Inmarsat Global operations
Our subsidiary operations have variocus managers responsible for health and safety across their operations Our goal
1s to encourage strong leadership in championing the importance of, and a common-sense approach to, health and
safety in the workplace

The Group recognises its legal responsibilities to ensure the well-being, safety and welfare of its employees and to
maintain a safe and healthy working environment for them and for visitors and contractors Regular health and safety
audits are undertaken at operating sites across the Group, with inspections during 2012 at premises in the UK,
Canada and the US Across the Group, fewer than 20 accidents were reported, and we had no fatalittes We held our
first worldwide health and wellbeing pregramme across all our offices which receved very positive feedback from our
global workforce

We have identified five continuing health and safety prionties based on business activities

» DSE (display screen equipment) refated ill-health (musculoskeletal disorders),
*  Working at height,

= Work-related stress,

*  Manual handling, and

*  Lone working

Policy and practice on payment of creditors

It 1s our policy to agree terms of payments with suppliers when entering into contracts and to meet our obligations
accordingly We do not follow any specific published code or standard on payment practice At 31 December 2012,
the Group's trade creditors represented 62 days equivalent of aggregate amounts invoiced by suppliers during the
year {2011 66 days)

Share capital and control
The following information 1s given pursuant to the Companies Act 2006, specifically s992
Details of the authonsed and 1ssued share capital of the Company are given in note 24 to the financial statements

There are no restnctions on transfer, or Imitations on the holding of any shares and no requirements for prior approval
of any transfers None of the shares carry any special nghts with regard to control of the Company There are no
known arrangements under which financial nghts are held by a person other than the holder of the shares and no
known agreements on restrictions on share transfers or on voting nghts

Detatls of employee share schemes are set out in note 25 Shares of Inmarsat pic (the Company's ultimate parent
company) acquired through Company share schemes and plans rank parn passu with the shares in 1ssue and have no
special nghts

The powers of the Directors are determined by UK legislation and the Articles of Association in force from bime to time
The rules about the appointment and replacement of Directors are contained in the Company’s Articles of Association
Changes to the Articles of Assoctation must be approved by shareholders in accordance with legislation in force from
time to time
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Significant contracts

The Group has in place several significant agreements, which include, inter aha, its banking and debt arrangements,
distnbution agreements with its distnbution partners ('DPs’), manufacturning agreements and contracts for the in-orbit
insurance of its satellites Subject to the identity of a third-party bidder, in the event of a change of control following a
takeover bid, the Group does not believe that these agreements would suffer a matenal adverse effect or be subject to
terminatton However, there are customary clauses in the long-term debt funding agreements specifying that in the
event of a change of control foliowing a takeover bid, the lenders have the option to have the debt repaid under the
specific terms of each type of debt

The majonty of the space segment revenue of Inmarsat Global 1s denved from sales to its DPs who operate in
accordance with a suite of agreements regarding the distnbution of Inmarsat's services QOur subsidiary companies,
Stratos and Segovia Commercial Services Inc are two of the DPs to whom these distnbution agreements apply Both
have operating agreements with their own customers These contracts vary in monetary value and length of term

In addition, we have significant ongoing contracts with our supplers regarding the construction of the Alphasat satellite
and its subsequent launch, and for the Global Xpress programme which includes the construction of three Ka-band
satelites and its related ground infrastructure, and with thard parties for the manufacture and production of new
terminals for the Alphasat and Glebal Xpress programmes and also for our global satellite phone service (‘GSPS’)

None of the current Directors had a matenal interest in any coniract to which the Company or any of its subsidiary
undertakings was a party during the financial year

Principal risks and uncertainties

The Group faces a number of nsks and uncertainties that may adversely affect our business, operations, hquidity,
financial position or future performance, not all of which are wholly within our control Although many of the rnisks and
uncertainties influencing cur performance are macroeconomic and likely to affect the performance of businesses
generally, others are particular to our operations in mobile satellite services

Our pnncipal nsks and uncertainties are discussed below, however this summary 1s not intended to be an exhaustive
analysis of all nsks and uncertainties affecting our business Some rnisks and uncertainties may be unknown to us and
other nsks and uncertainties, currently regarded as immatenal, could turn out to be matenal All of them have the
potential to impact our business, operations, hquidity, financial position or future performance adversely

Satellites

Our sateliites are subject to significant operational nsks at Jaunch or while in orbit which, if they were to occur, could
adversely affect our revenues, profitabiity and hquidity Although we maintain in-orbit insurance on our Inmarsat-4
satellite fleet and have aobtained launch insurance for Alphasat and our Inmarsat-5 satelites, this may be insufficient to
cover all losses If we had a satellte fallure Even if our insurance cover was sufficient, delays in bullding and iaunching
a replacement satellite could adversely affect our revenues, profitabiity and iquidity

Distribution

We continue to rely in part on other third party distnbution partners and service providers to sell our services to end-
users and they determine the pnces end-users pay There is a nsk that our distnbution partners or service providers
could faill to distnbute our services effectively, or fail to offer services at prices which are competitive In addition, the
loss of any key distnbution partners could matenally affect our routes to market, reduce customer choice or represent
a significant bad debt nsk

Spectrum

We rely on radio spectrum to provide our services This has histoncally been allocated by the International
Telecommunications Union without charge, and usage 1s coordinated with other satellite operators in our spectrum
band In the future, we may not be successful in coordinating our satelite operations under applicable international
regulations and procedures or tn obtaining sufficient spectrum or orbaital resources necessary for our operations
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Development of hybnd networks, including ATC

Proposed ATC services in North America or other countries may result in increased competition for the nght to use L-
band spectrum, and such competition may make it difficult for us to obtain or retain the spectrum resources we require
for our existing and future services We cannot be certain that the development of hybrid networks, including ATC, in
North America or other countrnes will not result in harmful interference to our operations If we are unable to prevent or
mitigate against such interference it could have an effect on our operations, revenues, profitability and lquidity

LightSquared Cooperation Agreement

Our Cooperation Agreement with LightSquared may present us with operational and financial nsks If fully
implemented, the Cooperation Agreement will ultmately result in a reduction In avatlable L-band spectrum for
Inmarsat services over North America and the need for our L-band services to coexist in North America with ATC
services in adjacent frequencies Whilst we believe that we can continue to operate our services over North America
with minimal impact to our users following the launch of ATC services, there 1s a nsk that our L-band services may be
congested, interrupted and/or interfered with, which could have an adverse effect on our future L-band service
performance in North America

Regulation

Our business 1s subject to regulation and we face increasing regulation with respect to the transmission of our satellite
signals The provision of our mobile satellite communication services In some countrnies could cause us to incur
additional costs, could expose us to fines and could hmit our ability to provide services

Next generation services and satellites

We are currently implementing a major investment programme, Global Xpress, which includes the deployment of a
global network of Ka-band satellites This programme, which includes satelites, ground network, terminals and related
services, may be subject to delays and/or matenal cost overruns There can be no assurance that the development of
new satellites, ground networks, or terminals and/or the sntroduction of new services will proceed according to
anticipated schedules or cost estimates, or that the level of demand for the new services will justify the cost of setting
up and providing such new services A delay in the completion of such networks and/or services andfor the launch or
deployment or operation of such satelites and/cr new services, or increases In the associated costs, could have a
materal adverse effect on our revenue, profitability and hquidity

Competition

Although Inmarsat 1s a market leader in MSS, the global communicattons industry 1s highly competitive We face
competihon today from a number of communications technologies in the vanous target sectors for our services It s
likely that we will continue to face increasing competition from other network operators in some or all of our target
sectors in the future, particularly from existing mobile satellite network operators In addition, communications
providers who operate private networks using VSAT or hybrnd systems also continue to target MSS users
Technological innovation i VSAT, together with increased C-band, Ku-band and Ka-band coverage and
commoditisation, have increased, and we believe will continue to increase, the competitiveness of VSAT and hybnd
systemns in some tradiional MSS sectors, including mantime and aviation sectors Furthermore, the gradual extenston
of terrestrnial wireline and wireless communications networks to areas not currently served by them may reduce
demand for some of our land mobyle services in those areas We believe that our acquisition of Ship Equip and our
investment in GX will position us favourably to compete with alternate technology providers and reduce the impact of
such competition on our L-band MSS business

Indemnities and insurance

Inmarsat plc maintains appropnate insurance to cever Directors’ and Officers’ hability for tself and its subsidianies as
permitted under the Articles of Association The insurance covers individual Directors’ and Officers’ personal legal
hability and legal defence costs for claims ansing out of actions taken in connection with Group business Neither the
insurance nor the indemnity provides cover where the Director/Officer 1s proved to have acted fraudulently or
dishonestly The Directors, the Company Secretary, and certain employees serving as directors of subsidianes at the
Group’s request have been granted indemnities on terms consistent with the applicable statutory provisions No
amount has been paid under any of these indemmties during the year
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Auditor
Each of the Directors has confirmed that

1) so far as the Director 18 aware, there 15 no relevant audit information of which the Company’s Auditor 1s
unaware, and

n) the Director has taken all the steps that hefshe ought to have taken as a Director to make him/herself aware
of any relevant audit infermation and to establish that the Company’s Auditor s aware of that information

This confirmation I1s given and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006 An elective resolution was passed on 12 July 2004 dispensing with the requrement to appoint an auditor
annually Therefore, Deloitte LLP are deemed to continue as auditor

Directors’ responsibilities statement

The Directors are responsible for prepanng the Annual Report and the financial statements in accordance with
applicable laws and regulations

Company law requires the Directors to prepare such financial statements for each financial year Under that law, the
Directors are required to prepare the Company's financial statements in accordance with International Financial
Reporting Standards ('IFRSs’) as adopted by the European Union and Article 4 of the IAS Regulation and have also
chosen to prepare the Parent Company financia! statements under IFRSs as adopted by the European Union Under
company law, the Directors must not approve the accounts unless they are satisfied that they give a true and farr view
of the state of affairs of the Company and of the profit or loss of the Company for that pencd In preparing these
financial statements, the Directors are required to

»  properly select and apply accounting policies,

= present information, including accounting policies, n a manner that provides relevant, reliable, comparable
and understandable information,

+ provide additional disclosures when compliance with the specific requirements in [FRSs are insufficient to
enable users to understand the impact of particular transactions, other events and conditions on the entity’s
financial position and financial performance, and

+ make an assessment of the Company’s ability to continue as a going concem

The Directors are responsible for keeping proper accounting records that are sufficent to shaw and explan the.

Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible
for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud and other irregularties

The Directors are responsible for the maintenance and integnty of the corporate and financial information included on
the Company's website Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other junsdichions

By order of the Board
Alison Horrocks FCIS
Company Secretary
24 June 2013



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF INMARSAT INVESTMENTS LIMITED .

We have audited the consolidated financial statements of Inmarsat Investments Limited for the vear ended
31 December 2012 which comprise the Consohdated Income Statement, the Consohdated Statement of
Comprehensive Income, the Consolidated Balance Sheet, the Consohdated Cash Flow Statement, the
Consolidated Statement of Changes in Equity and the related notes 1to 36 The financial reporting framework
that has been appiied in their preparation 1s applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union

This report 1s made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of
the Companies Act 2006 Cur audit work has been undertaken so that we mmght state to the Company's
members those matters we are required to state to them in an auditor's report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company's members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explaned more fully in the Directors’ Responsibilties Statement, the Directors are responsible for the
preparation of the consclidated financial statements and for being satisfied that they give a true and fair view
Our responsibifity 1s to audit and express an opinion on the consclidated financial statements in accordance
with apphicable law and International Standards on Auditing (UK and reland) Those standards require us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropnate to
the Group’s circumstances and have been consistently appled and adequately disclosed, the reasonableness
of significant accounting estimates made by the Directors, and the overall presentation of the financial
statements tn addition, we read all the financial and non-financial information in the annual report to 1dentify
maternal inconsistencies with the audited financial statements and to identify any information that 1s apparently
matenally incorrect based on, or matenally inconsistent with, the knowledge acquired by us In the course of
performing the audit If we become aware of any apparent matenal misstatements or inconsistencies we
consider the implications for our report

Opinion on financial statements
In our opinion the consolidated financial statements
= give a true and farr view of the state of the Group's affairs as at 31 December 2012 and of its profit
for the year then ended,
« have been properly prepared in accordance with IFRSs as adopted by the European Union, and
s have been prepared in accordance with the requirements of the Compantes Act 2006 and Article 4 of
the IAS Regulation

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the consclidated
financiat statements are prepared 1s consistent with the consolidated financiat statements

Matters on which we are required to report by exception
We have nothing to report In respect of the following matters where the Companies Act 2006 requires us to
repart to you If, in our opinion

o certain disclosures of Directors’ remuneration specified by law are not made, or

e we have not recewved all the information and explanattons we require for our audit

Other matter
We have reported separately on the parent company financial statements of Inmarsat Investments Limited for

thei!ended 31 Defember 2

Stephen Griggs, FCA (Senor statutory auditor)
for and on behalf of Deloifte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdom

24 June 2013




Inmarsat Investments Limited
Consolidated Income Statement
For the year ended 31 December 2012

{US$ in millions) Note 2012 2011
Revenues 1,337 8 1,408 5
Employee benefit costs 7 (233 0) {206 5)
Network and satelite operations costs (295 1) (241 7}
Other net operating costs (139 2) (127 2)
Own work capitalised 241 211
Total net operating costs (643 2) (554 3)
EBITDA 694 6 854 2
Depreciation and amortisation 6 (255 2) (245 8)
Loss on disposal of assets (0 5) —
Acquisition-related adjustments — 21
Impairment losses 6 ©4 7 (141 5)
Share of profit of associates 21 15
Operating profit 346 3 466 3
Interest recevable and similar iIncome 9 29 49
Interest payable and similar charges 9 (80 9) (76 2)
Net interest payable 9 (58 O) (713)
Profit before income tax 6 288 3 3950
Income tax expense 10 (74 4) (120 2)
Profit for the year 2139 274 8
Attributable to:
Equity holders 2136 2746
Non-controlling interest 03 02

Consolidated Statement of Comprehensive Income

For the year ended 31 December 2012
(US$ m millions) Note 2012 2011
Profit for the year 2139 274 8
Other comprehensive iIncome
Actuanal gains from pension and post-employment benefits 27 44 134
Net gains/(losses) on cash flow hedges 26 114 27)
Foreign exchange translation differences — 04
Tax charged directly to equity 10 (37N (4.2)
Other comprehensive iIncome for the year, net of tax 121 69
Total comprehensive income for the year, net of tax 226 0 281.7
Attributable to:
Equity holders 2257 2815
Non-controliing interest 03 02




Inmarsat Investments Limited
Consolidated Balance Sheet
As at 31 December 2012

As at As at

31 December 31 December
{US$ in milhions) Note 2012 2011
Assets
Non-current assets
Property, plant and equipment 13 2,081 6 1,820 1
Intangible assets 14 8705 1,081 7
Investments 15 316 310
Other receivables 17 154 42
Derivative financial instruments 33 —_ 01
Total non-current assets 3,099.1 2,9371
Current assets
Cash and cash equivalents 16 3313 1657
Trade and other recewvables 17 2937 2603
Inventories 18 254 235
Dervative financial instruments 3 64 78
Total current assets 656 8 457 3
Total assets 3,755 9 3,394 4
Liabtlities
Current liabilities
Borrowings 19 532 532
Trade and other payables 20 666 5 684 1
Provisions 21 55 29
Current income tax liabiities 22 392 605
Derivative financial instruments 31 114 142
Total current habilities 7758 8149
Non-current liabilities
Borrowings 19 1,466 8 1,194 9
Other payables 20 257 281
Provisions 21 254 267
Deferred income tax habilities 22 140 2 1094
Derivative financial instruments 31 — 91
Total non-current liabilities 1,658 1 1,368 2
Total liabilities 2,433 9 2,1831
Net assets 1,322 0 1,211 3
Shareholders' equity
Ordinary shares 24 03 03
Share premium 3656 3656
Other reserves 6931 674 2
Retained earnings 2619 1703
Equity attributable to Parent Company 1,3209 1,2104
Non-controlling interest 11 08
Total equity 1,322 0 1,2113

The accompanying notes are an integral part of the financial statements

The consolidated financial statements of Inmarsat tnvestments Limited, registered number 4886096, on pages 8 to'55
were approved by the Board of Directors on 24 June 2013 and signed on its behalf by

Rupert Pearce M Rick Medlock

Director Director S




Inmarsat Investments Limited
Consolidated Statement of Changes in Equity
For the year ended 31 December 2012

Cash
Ordinary Share  Share flow Capital Non-
share premium option Revaluaton Currency hedge contnbution Retamed controlling
{US$ in milhons) captal _ account reserve reserve _ reserve reserve reserve  earnings interest Total
Balance as at 1 January
2011 0.3 3656 55 06 — {7 5} 3140 3110 07 10202
Share options charge/(credit) — — 94 — — — — (23) — 71
Dwidends paid — — — — — _ — (423 4) — (4239
Capital contribution — — — —_ — — 3257 - — 3257
Comprehensive iIncome
Profit for the penod —_ — —_ —_ — — — 2746 02 2748
Other comprehensive
income - before tax — — — — 04 2N — 134 - 11
Other comprehensive
income — tax — — — o — (12) — (30} — {4 2)
Balance as at 31 December
2011 03 3656 449 06 04 (114 6387 170.3 09 12113
Share options charge — — 99 — — — — 05 _ 104
Dividends pard - — — —_ — - — (1257) 01 (1258)
Capttal contnbution — — — — — — 01 — — 01
Comprehensive income — — — — — — — — — —
Profit for the penod — — — — — _ —_ 2136 03 2139
Other comprehensive
income — before tax — — — — — 114 — 44 — 158
Other comprehensive
Income - tax — — — — o {2 5) — (12) — (37)
Balance as at 31 December
2012 0.3 3656 54 8 06 04 {2 5) 6398 2619 11 1,3220
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Inmarsat Investments Limited
Consolidated Cash Flow Statement
For the year ended 31 December 2012

{US$ in millions} Note 2012 2011
Cash flow from operating activities
Cash generated from operations 23 7236 992 1
Interest receved 15 27
Income taxes pad (69 2) (112 6)
Net cash inflow from operating activities 6559 8822
Cash flow from investing activities
Purchase of property, plant and equipment {437 2) 489 7)
Additions to capitalised development costs, including software (22 9) 200
Own work capitalised (23 9) {213) -
Acquisition of subsidianes and other investments 28 {15 1) (171 0)
Net cash used In investing activities {499 1) {702 0)
Cash flow from financing activities
Dividends paid to Parent Company 12 (225 7) (323 4)
Repayment of Previous Senior Credit Facility 19 — (200 D)
Repayment of EIB Facility 19 441 —_
Drawdown of Ex-Im Bank Facility 19 1203 2773
Gross Issuance proceeds of Subordinated Senior Notes due 2017 Loan 19 2120 —
Repayment of Ship Equip long-term debt — (44 7)
Interest prepaid on Subordinated Senior Notes due 2017 Loan 53 —_
Interest paid on borrowings (92 5) (74 7)
Arrangement costs of financing 19 8 1) (22 4)
Intercompany funding 427 500
Other financing activities 07N 04
Net cash from/{used) In financing activities 92 (338 3)
Foreign exchange adjustment — 02
Net increase/{decrease) In cash and cash equivalents 166 0 (157 9)
Movement In cash and cash equivalents
At beginning of year 164 5 3224
Net increase/(decrease) in cash and cash equivalents 166 0 (157 9)
As reported on Balance Sheet (net of bank overdrafts) 16 3305 1645
At end of year, compnising
Cash at bank and in hand 16 56 2 632
Short-term deposits with original matunty of less than three months 16 2751 1025
Bank overdrafts 16 (0 8) (12)
3305 164 5
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Inmarsat Investments Limited
Notes .to the Financial Statements
For the year ended 31 December 2012

1. General information

The principal activity of Inmarsat Investments Limited (the ‘Company’ or together with its subsidianes, the ‘Group’) 1s
the provision of mobile satellite communications services The nature of the Group's operations and its prnincipal
activities are set out in note 5

The Company's parent undertaking 1s Inmarsat Group Limited and ultimate controling party 1s Inmarsat plc, both
incorporated 1n the United Kingdom and registered in England and Wales The largest and smallest groups into which
the results of the Company are consolidated are headed by inmarsat plc and the Company respectively

2.  Prnincipal accounting policies

Basis of preparation
The principal accounting polictes adopted in the preparation of the consolidated financial statements for the years
ended 31 December 2012 and 2011 (the ‘consohdated financial statements’) are set out below

These financial statements have been prepared in accordance with intemational Financial Reporting Standards
('IFRS’) adopted by the European Union ('EU’) and therefore the Group’s financial statements comply with Article 4 of
the EU International Accounting Standards ('IAS’) reguiation and with those parts of the Companies Act 2006
applicable to companies reporting under IFRS The consolidated financial statements have been prepared under the
histenical cost convention except for the revaluation of certain financial assets and financial liabilitres, as described
later in these accounting policies

The Group has a robust and resitient business model, strong free cash flow generation and 1s compliant with all
covenants As a consequence and despite the continuing uncertain economic chimate, the Directors believe that the
Group I1s well placed to manage its business nsks successfully After considening current financial projections and
facihities avallable and after making enquiries, the Directors have a reasonable expectation that the Group and the
Company have adequate resources to continue 1n operational existence for the foreseeable future Accordingly,
Inmarsat Investments Limited continues to adopt the going concern basis in prepanng the consoldated financial
statements

Basis of accounting

The preparation of the consolidated financiat statements in conformity with IFRS requires management to make
certain estimates and assumptions that affect the reported amounts of assets and habiities and disclosure of
contingent assets and liabihties at the Balance Sheet dates and the reported amounts of revenue and expenses
during the reported period Although these estimates are based on management's best estimate of the amounts,
events or actions, the actual results ultimately may differ from those estimates The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in note 4

The following Standards and Interpretations, as adopted by the EU, are effective for the first tme in the current
financial year and have been adopted by the Group with no significant impact on its consolidated results or financial
position

*» |FRS 7 (as amended) — Financial Instruments Disclosures — Amendments enhancing disclosures about transfers of
financial assets (effective for financial years begimning on or after 1 July 2011), and

= |AS 12 {as amended) — Income Taxes — Limited scope amendment (recovery of underlying assets) (effective for
financial years beginning on or after 1 January 2012)

At the date of approval of these financial statements, the following Standards and Interpretations which have not been
apphed in these financial statements, were in issue but not yet effective (and in some cases had not yet been adopted
by the EU)

* |FRS 7 (as amended) — Financial Instruments Disclosures — Amendments to facilitate companson between financial
staternents prepared under IFRS and under US GAAP (effective for financtal years beginrung on or after 1 July 2013),

* |FRS 9 Financial Instruments — Classification and Measurement (effective for financial years beginning on or after
1 January 2015),

= [FRS 10 (as amended) — Consolidated Financial Statements (effective for financial years beginning on or after
1 January 2013),
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2. Principal accounting policies (continued)

= IFRS 11 (as amended) — Joint Arrangements (effective for financial years beginning on or after 1 January 2013),

= |FRS 12 (as amended) — Disclosures of Interests in Other Entities (effective for financial years beginning on or after
1 January 2013},
IFRS 13 — Far Value Measurement (effective for financial years beginning on or after 1 January 2013},
IAS 1 (as amended) — Presentation of Financial Statements — Amendments to revise the way cther comprehensive
income 1s presented (effective for financiat years beginning on or after 1 July 2012),

» lAS 19 (as amended) — Employee Benefits — Amended standard resulting from the Post-Retrement Benefits and
Termination Benefits projects (effective for financial years beginning on or after 1 January 2013),

» |AS 27— Consolidated and Separate Financial Statements — Reissued as IAS 27 Separate Financial Statements (as
amended in 2011) {(effective for financial years beginning on or after 1 January 2013),

= |AS 28 - Investments In Associates — Reissued as I1AS 28 Investments In Associates and Joint Ventures (as amended
in 2011) (effective for financial years beginning on or after 1 January 2013),

« |AS 32 (as amended) — Financial Instruments Presentation — Amended application guidance to clanfy offsetting of
financial assets and habilihies on the balance sheet (effective for financial years beginning on or after 1 January 2014),

s |AS 36 (as amended) — Imparment of Assets — Amended to clarfy the disclosure requirements about the recoverable
amount of certain impaired assets (effective for financial years begimning on or after 1 January 2014),

» |FRIC 20 — Stripping Costs In the Productton Phase of a Surface Mine (effective for financial years beginning on or after
1 January 2013),

s [FRIC 21 ~ Levies (effective for financial years beginning on or after 1 January 2014}, and

=  Amendments resulting from the 'Annual Improvements 2009-2011 cycle' paper 1ssued in May 2012 (effective for
financial years beginning on or after 1 January 2013)

The Directors anticipate that the adoption of these Standards and Interpretations in future periods will have no
material impact on the financial statements of the Group

Basis of consolidation
The consolidated financial statements include the accounts of the Company and its domestic and overseas subsidiary
undertakings

Subsidiary undertakings include all enhties over which the Group has the power to govern the financial and operating
policies, generally accompanying a shareholding of more than 50% of the voting nghts The existence and effect of
potential voting nghts that are currently exercisable or convertible are considered when assessing whether the Group
controls another entity

The results of subsidiary undertakings established or acquired dunng the pertod are included in the consolidated profit
and loss account from the date of establishment or acquisition of controt The results of subsidiary undertakings
disposed of during the period are included until the date of disposal

Where necessary, adjustments are made to the financial statements of subsidianes to bring the accounting polcies
used into hne with those used by the Group All transactions, balances, income and expenses with and between
subsidiary undertakings have been eliminated on censolidation

On the acquisition of a company or business, fair values reflecting conditions at the date of acquisttion are attributed to
the identifiable separable assets, habihties and contingent habilities acquired Where the farr value of the total
consideration, both paid and deferred, exceeds the far value of the identifiable separable assets, habilities and
contingent habiities acquired, the difference 1s treated as purchased goodwill Fees and similar incremental costs
incurred directly iIn making the acquisition are recorded in the Income Statement as incurred, in line with IFRS 3

Where the deferred consideration 1s payable in cash, the liability is discounted to its present value Where the deferred
consideration 1s contingent upon future trading performance, an estmate of the present value of the deferred
consideration payable 1s made The contingent deferred consideration i1s reassessed annually and any gain or loss on
remeasurement is recorded in the Income Statement

Non-controlling interests in the net assets of consolidated subsidianes are dentified separately from the Group's

equity therein Non-controlling interests consist of the amount of those interests at the date of the onginal business
combination and the non-controlling interests’ share of changes in equity since the date of the onginal combination
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2. Principal accounting policies (continued)

Foreign currency translation

a) Functional and presentation currency

The functional currency of the Company and all of the Group's subsidianes and the presentation currency of the
Group 1s the US Dollar, as the majority of operational transactions are denominated in US Dollars

The hedged rate between US Dollar and Pound Sterhing for 2012 for Inmarsat Global's Sterling operating expenditure
was US$1 48/£1 00 (2011 US$1 51/£1 00)

b) Transactions and balances

Transactions not denominated in the functional currency of the respective subsidiary undertakings of the Group during
the year have been transiated using the spot rates of exchange ruling at the dates of the transactions Differences on
exchange ansing on the settlement of the transactions denominated in currencies cther than the respective functional
currency are recognised In the Income Statement

Monetary assets and habilities not denominated in the functional currency of the respective subsidiary undertaking of
the Group have been transiated at the spot rates of exchange ruling at the end of each month Differences on
exchange anising from the translaton of monetary assets and liabiites denominated in currencies other than the
respective functional currency are recognised in equity to the extent that the foreign exchange exposure I1s hedged
while the rematning differences are recognised in the Income Statement

Shares 1ssued by the Company and denominated in a currency other than US Dollars are translated at the rates ruling
at the date of 1ssue

Financial instruments and hedging activities

Financial assets and financial hlabilities are recognised when the Group becomes a party to the contractua! provisions
of the relevant instrument and derecogmised when it ceases fo be a party to such provisions Financial instruments are
intially measured at farr value Subsequent measurement depends on the designation of the instrument Non-
derwvative financial assets are classified as trade recewvables, other receivables, accrued income, amounts due from
Parent undertakings, shon-term deposits or cash and cash equivalents They are stated at amortised cost using the
effective interest method, subject to reduction for allowances for estimated irrecoverable amounts For interest-bearnng
assets, thewr carrying value includes accrued interest receivable In the Cash Flow Statement, cash and cash
equivalents are shown net of bank overdrafts, which are included as current borrowings 1n liabilities on the Balance
Sheet Non-denvative financial liabiities are all classified as borrowings, trade payables, deferred consideration, other
payables, amounts due to Parent undertakings, and accruals, and stated at amortised cost using the effective interest
method For some borrowings, their carrying value includes accrued interest payable, as well as unamortised 1ssue
costs

The Group uses denvative financial instruments to hedge its exposure to foreign exchange and interest rate risks
arising from operational and financing activites In accordance with its treasury policy, the Group does not hold or
issue dervative financial instruments for trading purposes However, derivatives that do not qualfy for hedge
accounting under IAS 39 are accounted for as trading instruments Dervatives are inttally recognised and measured
at farr value on the date a dernvative contract is entered into and subsequently measured at fair value The gain or loss

on remeasurement 1s taken to the Income Statement except where the dernvative 1s a designated cash flow hedging .

instruiment

In order to qualify for hedge accounting, the Group Is required to document In advance the relationship between the
item being hedged and the hedging instrument The Group Is also required to demonstrate that the hedge will be
tighly effective on an ongoing basis This effectiveness testing 1s reperformed at each period end to ensure that the
hedge remains highly effective

Gains or losses on cash flow hedges that are regarded as highly effective are recognised in equity Where the
forecast transaction results n a financial asset or habiity, gains or losses previously recognised Iin equity are
reclassified to the Income Statement in the same period as the asset or llability impacts income !f the forecasted
transaction or commitment results in future iIncome or expenditure, gains or losses deferred in equity are transferred to
the Income Statement In the same perniod as the underlying income or expenditure The ineffective portions of the gain
or loss on the hedging instrument are recognised immediately in the Income Staternent
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2. Principal accounting policies {continued)

Where a hedge no longer meets the effectiveness critena, any gains or losses deferred in equity are only transferred
to the income Statement when the committed or forecasted transaction 1s recognised n the Income Statement
However, where the Group has apphed cash flow hedge accounting for a forecasted or committed transaction that is
no longer expected to occur, then the cumulative gain or loss that has been recorded in equity is transferred to the
Income Statement When a hedging instrument expires or 1s sold, any cumulative gain or loss existing in equity at that
tme remains i equity and 1s recognised when the forecast transaction 1s ultimately recognised in the Income
Statement

Revenue recognition

Mobile satelite communtcations services revenue results from utiisation charges that are recognised as revenue in
the penod dunng which the services are provided Deferred income attnbutable to mobile satelite communications
services or subscription fees represents the unearned balances remaning from amounts received from customers
pursuant to prepatd contracts Mobile satellite communications services lease revenues are recorded on a straight-line
basis over the term of the contract concemed, which i1s typically between one and 12 months, uniess another
systematic basis 15 deemed more appropnate

Revenue also includes income from spectrum coordination agreements, services contracts and income from the sale
of terminals and other communication equipment Revenue from spectrum coordination agreements 15 recognised
using the percentage of completion or straight-ine approach depending on the underlying terms of the agreement
(see note 4(d)) Revenue from service contracts 1s recognised as the service is provided Sales of terminals and other
communication equipment are recognised when the nsks and rewards of ownership are transferred to the purchaser

The Company offers certamn preducts and services as part of multiple deliverable arrangements Multi-deliverable
arrangements are divided into separate units of accounting provided, 1) the deliverable has a standalone value to the
customer if 1t s sold separately, and 2) the far value of the tem can be objectively and rehably determined
Consideration for these items 1s measured and allocated to each separate unit based on thetr relative fair values and
the Company’s relevant revenue recognition policies are apphed to them

Employee benefits
Wages, salaries, social secunty contributions, accumulating annual leave, bonuses and non-monetary benefits are
accrued in the year in which the asscciated services are performed by the employees of the Group

Termination benefits are payable whenever an employee’'s employment ts terminated before the normal retirement
date or whenever an employee accepts voluntary redundancy in exchange for these benefits The Group recognises
termination benefits when it has demonstrably committed to either terminate the employment of current employees or
to provide termination benefits, as a result of an offer made to encourage voluntary redundancy

The Group recognises habilittes relating to defined benefit pension plans and post-employment benefits in respect of
employees The Group’s net obligation in respect of defined benefit pension plans and post-employment benefits are
calculated separately for each plan by estimating the amount of future benefit that employees have earned in return
for their service in the current and prior penods, that benefit 1s discounted to determine its present value, and the farr
value of any plan assets I1s deducted The calculatton 1s performed by a qualfied actuary using the projected unit credit
method

All actuanal gains and losses that arise in calculating the present value of the defined benefit obligation and the far
value of plan assets are immediately recognised in the Statement of Comprehensive Income

The Group operates a number of defined contribution pension schemes Pension costs for the defined contribution
schemes are charged to the Income Statement when the related employee service 1s rendered

Inmarsat plc, the ultimate holding company issues equity-settled share options and awards to employees of-the
Group Equity-settled share opton awards are measured at farr value at the date of the grant The far value
determined at the grant date 15 expensed on a straight-hne basis over the vesting period, based on the Group's
estimate of shares that will eventually vest and adjusted for the effect of non-market-based vesting conditions
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2. Principal accounting policies (continued)

Current tax

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from net profit as reported in the
Income Statement because it excludes items of income or expense that are taxabte or deductible in other years and it
further excludes items that are never taxable or deductible The Group's hability for current tax is calculated using tax
rates that have been enacted or substantively enacted by the balance sheet date

Deferred income tax

Deferred ncome tax 1s provided, using the hability method, on temporary differences arising between the tax bases of
assets and habiibes and therr carrying amounts in the financial statements However, if the deferred income tax anses
from initial recognition of an asset or hability in a transaction other than a business combination that at the time of the
transaction affects nesther accounting nor taxable profit or loss, it 1s not accounted for Deferred income tax 1s
determined using tax rates (and laws) that have been enacted or substantively enacted by the balance sheet date and
are expected to apply when the related deferred income tax asset 1s realised or the deferred income tax hability 1s
settled

Deferred iIncome tax assets are recognised to the extent that it 1s probable that future taxable profits will be available
against which the temporary deductible differences or tax loss carry forwards can be utlised

Deferred income tax ts provided on temporary differences ansing eon investments in subsidiaries and associates,
except where the tming of the reversal of the temporary difference I1s controlled by the Group and it 1s probable that
the temporary difference will not reverse in the foreseeable future

Deferred tax assets and habiities are offset when there 1s a legally enforceable nght to set off cusrent tax assets
against current tax abilities and when they relate to iIncome taxes levied by the same taxation authonty and the Group
intends to settle its current tax assets and habilites on a net basis

Research and development

Research expenditure 15 expensed when incurred Development expenditure i1s expensed when incurred unless it
meets cntena for capitalisation Development costs are only capitalised once the technical feasibility and commercial
viability of a business case has been demonstrated and they can be measured reliably Capitalised development costs
are amortised on a straight-line basis over their expected useful ecenomic life

Property, plant and equipment

Space segment assets

Space segment assets comprise satelite construction, launch and other associated costs, including ground
infrastructure Expenditure charged to space segment projects Iincludes invoiced progress payments, amounts
accrued appropriate to the stage of completion of contract milestone payments, external consultancy costs and direct
internal costs Internal costs, compristng primanly staff costs, are only capitalised when they are directly attributable to
the construction of an asset Progress payments are determined on milestones achieved to date together with agreed
cost escalation indices Deferred satellite payments represent the net present value of future payments dependent on
the future performance of each satellite and are recognised in space segment assets when the satellite becomes
operational The associated liabihity 15 stated at its net present value and included within kabilites These space
segment assets are depreciated over the life of the satellites from the date they become cperational and are placed
into service Borrowing costs attnbutable to the construction of assets which take a substantial period of time to get
ready for intended use ('qualifying assets’) are added to the costs of those assets

Assets in course of construction

Assets In course of construction primanly relate to the Alphasat satellite, fnmarsat-5 satellites and Global Xpress
service Infrastructure These assets will be transferred to space segment assets and depreciated over the life of the
satellites or services once they become operational and placed into service No depreciation has been eharged on
these assets

Other fixed assets
Other fixed assets are stated at historical cost less accumulated depreciation
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Depreciation

Depreciation 1s calculated to wnte off the histoncal cost less residual values, if any, of fixed assets, except land, on a
straight-line basis over the expected useful lives of the assets concerned The Group selects its depreciation rates and
residual values carefully and reviews them annually to take account of any changes in circumstances When setting
useful economic lives, the principal factors the Group takes into account are the expected rate of technological
developments, expected market requirements for the equipment and the intensity at which the assets are expected to
be used

Asset retirement obligations

The far value of legal obligations associated with the retrement of tangible property, plant and equipment 15
recognised in the financial statements in the penod in which the habilty 1s incurred Upon inthal recognition of a liabity
for an asset retirement obligation, a corresponding asset retirement cost 1s added to the carrying amount of the related
asset, which 1s subsequently amortised to income over the remaining useful life of the asset Following the mibal
recognition of an asset retirement obligation, the carrying amount of the hability 1s increased for the passage of time by
applying an interest method of allocation to the habiity with a corresponding accretion cost reflected in operafing
expenses

Rewvisions to either the timing or the amount of the onginal estimate ¢of undiscounted cash flows are recognised each
period as an adjustment to the carrying amount of the asset retirement obligation

Government grants

Government grants have been received in relation to the purchase and construction of certain assets Government
grants are deducted from the cost of the relevant assets to armve at the carrying amount The grants are therefore
recognised as income over the lives of the assets by way of a reduced depreciation charge

Gains and losses on disposals of tangible and intangible assets
Gains and losses on disposals are determined by comparing net proceeds with the carrying amount These are
included In the Income Statement

Intangible assets
Intangible assets comprise goodwill, patents, tfrademarks, software, terminal development costs, spectrum rights,
orbital slots and hcences, customer relationships and intellectual property

Iintangible assets anse from separate purchases and acquisitions as part of business combinations In addition,
internafly-generated intangible assets are recognised only if all the following conditions are met

+» an asset 1s created that can be identified,
» 1tis probable that the asset created will generate future economic benefits, and
+ the development cost of the asset can be reliably measured

Development costs directly relating to the development of new services are capitalised as intangible assets Costs are
capitalised once a business case has been demonstrated as to technical feasibility and commercial viability

Intangible assets with a finite useful Iife are amortised on a straght-ine basis over the life of the asset and the
amortisation peniod and method are reviewed each financial year. Intangible assets with an indefinite usefu! Iife are
reviewed annually for impairment

Impairment of non-financial assets

At each balance sheet date, the Group reviews the carrying amounts of assets that are subject to amortisation and
depreciation to determine whether there 1s any indication that those assets have suffered an impawrment loss H any
such indication exists, an impairment review 1s conducted Intangible assets with an indefinite life are tested for
imparrment at least annually and whenever there i1s an indtcation that the asset may be impaired

Impairment testing involves a comparison of the carrying amount of the asset with its recoverable amount, which 1s the

higher of fair value less costs to sell and value in use Where the asset does not generate cash flows that are
independent from other assets, the Group estimates the recoverable amount of the cash-generating unit ('CGU") to
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which the asset belongs Far value less costs to sell 1s calculated by reference to the amount at which the asset could
be disposed of Value in use Is calculated by discounting the expected future cash flows obtainable as a result of the
asset's continued use, including those resulhing from its utimate disposal, at a market-based discount rate on a pre-
tax basis

CGUs are identified as groups of assets, labiittes and associated goodwill that generate cash flows that are largely
independent of other cash flow streams The assets and habilites include those directly involved In generating the
cash flows and an appropriate proportion of corporate assets

An impairment loss 1s recognised in the Income Statement whenever the carrying amount of an asset exceeds its
recoverable amount The carrying amount will only be increased where an impairment loss recognised In a previous
penod for an asset other than goodwill either no longer exists or has decreased, up to the amount that it would have
been had the original impairment not occurred Any impairment to goodwll recognised in a previous penod 1s not
reversed

Investments

Investments 1n equity instruments that do not have quoted market pnces in active markets are recorded at cost
Investments are reviewed for impairment when events or changes in circumstances indicate that the carrying amount
may not be fully recoverable

Trade receivables

Trade recewvables are stated at therr nominal value and reduced by appropriate allowances for estimated irecoverable
amounts Estimated irrecoverable amounts are recognised in other operating costs when there 1s objechve evidence
that trade receivables are impaired Larger accounts are specifically reviewed to assess a customer’s ability to make
payments

Leases

Leases where a significant portion of the nsks and rewards of ownership are retained by the lessor are classified as
operating leases by the lessee Rentals payable under operating leases are charged to the income Statement on a
straight-line basis over the term of the lease

Interest and finance costs
Interest on borrowings and other financial labilities 1s recognised in the Income Statement using the effective interest
rate method

Borrowing costs attnbutable to qualifying assets are added to the costs of those assets

Inventories

Inventories are stated at the lower of cost {determined by the weighted average cost method) and net realisable value
Allowances for obsolescence are recognised i other operating costs when there 1s objective evidence that inventory
1S obsolete

Cash and cash equivalents

Cash and cash eguivalents, measured at fair value, includes cash in hand, deposits held on call with banks and other
short-term highly iquid investments with onginal maturities of three months or less Bank overdrafts are shown as
current liabiities within borrowings on the Balance Sheet

Provisions

Provisions, other than in respect of pension and post-employment benefits, are recognised when the Group has a
legal or constructive cbligation to transfer economic benefits arising from past events and the amount of the obligation
can be estimated rehably Provisions are not recognised unless the outflow of economic benefits to settle the
obligation 1s more kkely than not to occur

Borrowings

Borrowings are initially recognised as proceeds received, net of transaction and arrangement costs incurred
Borrowings are subsequently stated at amortised cost Transaction and arrangement costs of borrowings and the
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difference between the proceeds and the redemption value are recognised in the Income Statement over the Wife of the
borrowings using the effective interest rate method

Borrowings are classified as current liabshties unless the Group has an unconditional nght to defer settiement of the
hability for at least 12 months after the balance sheet date

Earnings before interest, tax, depreciation and amortisation (‘EBITDA’)

EBITDA s a non-GAAP performance measure used by analysts and investors, and 1s defined as profit before interest,
taxation, depreciation and amortisation, loss on disposal of assets, acquisttion-related adjustments, impairment losses
and share of profit of associates

3. Financial risk management

Financial risk factors

The Group's operations and significant debt financing expose it to a vanety of financial nsks that include the effects of
changes in debt market pnices, foreign currency exchange rates, credit nsks, hquidity nsks and interest rates The
Group has n place a risk management programme that seeks to hmit the adverse effects on the financial performance
of the Group by using forward exchange contracts to hmit exposure to foreign currency nisk and interest rate swaps to
reduce the impact of fluctuating interest rates on its floating rate long-term debt

The Board of Directors of Inmarsat plc has delegated to a sub-committee, the Treasury Review Committee, the
responsibility for setting the risk management policies applied by the Group The policies are implemented by the
treasury department which receives regular reports from the operating companies to enable prompt identification of
financial nsks so that appropriate actions may be taken The treasury department has a policy and procedures manual
that sets out specific guidelines for managing foreign exchange nisk, interest rate nsk and credit risk (see note 31)
The management of the Group does not hold or 1ssue denvative financial instruments for speculative or trading
purposes

(a) Market risk

(1) Foreign exchange risk

The functional currency of Inmarsat Investments Limited is the US Doltar The Group’s long-term borrowings are
denominated in US Dollars, the majonty of its revenue 1s earned n US Dollars and the vast majonty of capital
expenditure 15 denominated tn US Dollars, which are therefore not subject to risks associated with fluctuating foreign
currency rates of exchange However, approximately 50% (2011 50%) of Inmarsat Global's operating casts are
denominated in Pounds Stering Inmarsat Solutions operate internationally, resulting in approximately 9% and 16% of
revenue and expenditure, respectively, being denominated in currencies other than the US Dollar The Group’s
exposures therefore need to be carefully managed to avoid vanability in future cash flows and earnings caused by
volatile foreign exchange rates

The foreign currency hedging policy of the Group I1s to economically hedge a minimum of 50% of anticipated foreign
currency exposure In operating expenses for the next 12 months and up to a maximum of 100% for the next three
years on a rolling basis

As at 31 December 2012 it 1s estimated that

- A hypothetical 1% nflation of the hedged US Dollar/Sterling exchange rate (US$1 48/£1 00 to US$1 49/£1 00)
would have decreased the 2012 profit before tax by approximately US$0 9m (2011 US$1 1m),

+ A hypothetical 1% inflation of the US Dollar/Sterling foreign currency spot rate at 31 December 2012, would have
reduced the 2012 profit before tax by approximately US$0 2m (2011 USS$0 2m), primarly as a result of the
translation of Sterling denominated monetary assets and habiities This analysis includes cnly outstanding foreign
currency denominated monetary items and adjusts the translation of these items at the pencd end for a 1%
change In foreign currency rates, and

* A hypothetical 1% deflation in the US Dollar/Sterhing and a 1% deflation in the US Dollar/Euro foreign currency
spot rates at 31 December 2012, would have decreased equity by US31 Om and US$0 6m, respectively (2011
USS$1 0m and US$1 Om, respectively) primanly as a result of the changes in fair value of denwvative instruments
designated as cash flow hedges
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Management believes that a 1% sensitivity rate provides a reasonable basis upon which to assess expected changes
in foretgn exchange rates

{n} Price nsk
The Group I1s not exposed to significant equity secunties price risk or commodity price nsk

(b) Interest rate risk

Given the Group has no significant interest-beanng assets (except cash and cash equivalents), ncome and operating
cash flows are substantially independent of changes in market interest rates Interest rate nsk anses from long-term
borrowings Borrowings 1ssued at vanable rates expose the Group to cash flow interest rate nsk The EIB Facility 1s at
a variable rate whilst the Subordinated Senior Notes due 2017 Loan and the Ex-Im Facility are at fixed rates

The policy of the Group I1s to ensure certainty of the interest charge by fixing interest rates on 60%-100% of forecast
net debt for the next two years on a rolling basis The Group manages its cash flow interest rate nsk by using floating-
to-fixed interest rate swaps Such interest rate swaps have the economic effect of converting borrowings from floating
rates to fixed rates Under the interest rate swaps, the Group agrees with other parties to exchange, at specific
intervals (pnmarily quarterly), the difference between fixed contract rates and floating-rate interest amounts calculated
by reference to the agreed notional amounts

As at 31 December 2012, if interest rates on net borrowings changed by 1%, with all other vanables held constant, the
Group’s profit after tax for the year would have been impacted by US$2 7m (2011 US$2 1m) This is pnmarnly due to
the Group’s exposure to interest rates on its variable rate borrowings and cash and cash equivalents The sensitivity
analysis has been determined based on the exposure to interest rates for both dervatives and non-derwvative
instruments at the balance sheet date For floating rate llabiities, the analysis ts prepared assuming the amount of
lability outstanding at each balance sheet date was outstanding for the whole year Management believes thata 1%
sensitivity rate provides a reasonable basis upon which to assess expected changes in interest rates

{c) Credit nsk

Credit nsk refers to the nisk that a counterparty will default on its contractual obligations resulting in firancrat toss tor the
Group Financial instruments that potentially subject the Group to a concentration of credit nsk consist of cash and
cash equivalents, short-term deposits, trade recewvables, other receivables, amounts due to Parent undertakings,
accrued income and dervative financial instruments The credit nisk on liguid funds (cash and cash equivalents and
short-term deposits) and derivative financial instruments 1s limited because the counterparties are highly rated
financial institutions

The maximum exposure to ¢redit nsk 1s

As at 31 As at 31

December December

(US$ in milions) Note 2012 2011

Cash and cash equivalents 16 3313 1657
Trade receivables, amounts due from Parent undertakings, other recevables

and accrued income 17 266 3 234 1

Dernvative financial instruments 31 64 79

Total credit nsk 604 0 407 7

The Group's average age of trade receivables as at 31 December 2012 (excluding the impact of LightSquared) was
approximately 58 days (as at 31 December 2011 50 days) At 31 December 2012, US$156 5m (2011 US$139 3m) of
trade recevables were not yet due for payment No interest 1s charged on trade receiwvables until the recewvables
become overdue for payment Thereafter, interest may be charged at varying rates depending on the terms of the
individual agreements The Group has credit evaluation, approval and momitoring processes intended to mitgate
potential credit nisks, and utihses both internal and third party collections processes for overdue accounts The Group
maintains provisions for potential credit losses that are assessed on an engoing basis
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3. Financial nrsk management (continued)

The following table sets out the Group's provision for uncollectable trade receivables and revenue adjustments

(US$ in milhions) 2012 2011
As at 1 January 112 112
Charged to the prowision in respect of the current year 138 103
Utihsed in the year (6 5) 96)
Provision released in the year {02) 07N
As at 31 December™ 183 12

{a) The matunty of the Group's provision for uncollectable trade recervables and revenue adjustments for the year ended 31 December 2012 1s US$2 1m
current, US$2 9m between 1 and 30 days overdue, US$6 5m between 31 and 120 days overdue and US$6 8m over 120 days overdue (2011 US$2 9m,
US$2 5m, US$2 4m and US$3 4m respectively)

For 2012, one (2011 one) distnbution partner, which 1s reported in the Inmarsat Global segment, compnsed
approximately 16 2% (2011 16 7%) of the Group's total revenues This same customer compnsed 19 7% (2011
24 0%) of the Group's trade receivables balance as at 31 December 2012 No other customer accounted for 10% or
more of the Group's revenue and accounts receivable at 31 December 2012 In addition, for 2012, revenue from our
Cooperation Agreement with LightSquared made up approximately 4 5% (2011 14 5%} of the Group’s total revenues

The following table sets out the matunty of the Group's trade recewables that are past due, net of provisions for
uncollectible trade recewvables and revenue adjustments

{US$ in millions) Note 2012 2011
Between 1 and 30 days overdue 06 180
Between 31 and 120 days overdue 12 1 58
Over 120 days overdue 24 16
As at 31 December 17 451 264

(d) Liquidity risk

The Group I1s exposed to hquidity nsk with respect to its contractual obhgations and financial Lhabilites Prudent iquidity
risk management implies maintaining sufficient cash and short-term deposits and the availability of funding through an
adequate amount of committed credit facilities

The Group manages liquidity risk by conbnucusly monitonng forecast and actual cash flows and matching the maturnty
profiles of financial assets and ltabilities The following table sets out total available iquidity of the Group

As at 31 As at 31

December December

(US$ in millions) Note 2012 2011
Cash and cash equivalents 16 3313 1657
Avatlable but undrawn borrowing factlities® 19 1,052 4 11727
Total available liguidity 1,3837 1,3384

(a) Relates to the Semior Credit Facility and Ex-1m Bank Facity (see note 19)

The Directors believe the Group’s iquidity position is more than sufficient to meet its needs for the foreseeable future
4.  Critical accounting estimates and judgements in applying accounting policies

The preparation of the conscoldated financial statements requires management to make certain estimates and
assumptions that affect the reported amounts of assets and abiities and disclosure of contmgent assets and habrhbes
at the Balance Sheet dates and the reported amounts of revenue and expenses duning the reported penod Actual
results could differ from those estimates The more significant estimates are discussed below

(a) Estimated impairment of goodwill
The Group annually undertakes tests to determine whether goodwill has suffered any impairment, in accordance with
the accounting policy stated in note 2 The carrying amounts of goodwill and intangible assets are given in note 14
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4. Cmtical accounting estimates and jJudgements 1n applying accounting policies (continued)

For the purpose of testing for impawment, goodwil 1s specifically allocated to one of four CGUs which have been
identified, being Inmarsat Global, Stratos, Segowvia and Ship Equip It has been determined that goodwill that arose on
the acquisition of Inmarsat Ventures Limited represented goodwill of the Inmarsat Global CGU only Goodwill that
arose on the acquisition of Stratos, Segovia and Ship Equip has been allocated to the Stratos, Segovia and Ship
Equip CGU, respectively As at 31 December 2012, the carrying amount of goodwill allocated to the Inmarsat Global,
Stratos, Segovia and Ship Equip CGUs was US$406 2m, US$76 8m, US$34 2m and US$33 5m, respectively (2011

US$406 2m, US$142 5m, US$27 2m and US$66 6m, respectively) Dunng 2012, the Stratos CGU sold its Stratos
Government Services Inc business to the Segovia CGU As a result, US$7 Om of goodwill was reallocated from the
Stratos CGU to the Segovia CGU

Goodwill 15 tested for impairment by comparing the carrying amount of the CGU with its value in use The key
assumptions used in calculating the value in use are as follows

Recoverable amount

The recoverable amount of each CGU 1s based on the value in use, which 1s determined using cash flow projections
derived from financial plans approved by management covernng a five-year period They reflect management’s
expectations of revenue, EBITDA growth, capital expenditure, working capital and operating cash flows, based on
past expenence and future expectations of business performance Cash flows beyond the five-year penod have been
extrapolated using perpetuity growth rates

Growth rates

Long-term growth rates of between 2 5%-3 0% (2011 2 5%-3 0%) have been applied to extrapolate the cash flows
nto perpetwity The growth rate has been determined using long-term histoncal growth rates of the CGU and
management's conservative expectation of future growth

Discount rate

The pre-tax rates used to discount the cash flow projections in respect of the Group for 2012 were between 9 76%-
12 72% (2011 116%-17 2%) The discount rates reflects the time value of money and are derived from the Group’s
welghted average cost of capital, adjusted for the rnisk associated with each individual CGU

An impairment charge of US$94 7m n respect of goodwill was recorded in the year ended 31 December 2012 (2014
US$120 Om) This loss related to the partial impairment of the goodwil] that was onginally recogmsed when the Group
acquired the Stratos and Ship Equip businesses (impairment of US$58 7m and US$35 Om, respectively). Qperating
profit forecasts for the Stratos and Ship Equip CGUs have been adjusted downwards due to both internal and external
factors Internally, the Group has made certain business decisions during the year which will affect the future
profitability of each CGU, but with offsetting benefits elsewhere in the Group In relation to the Stratos CGU, the Group
has appointed a number of significant service providers as distribution partners of the Inmarsat Global segment for
Global Xpress, therefore redirecting future revenues to the Inmarsat Glohal segment that would previously have been
forecast as recewved in the Stratos CGU In additicn, certain revenue development plans for value-added services are
now expecied to be progressed within the Inmarsat Global segment and therefore will not contnbute to the Stratos
CGU For the Ship Equip CGU, the Group now ntends for Ship Equip to become a Value-Added Reseller for Global
Xpress, which carmnes lower margins at the CGU level than iis histornic standalone VSAT business Externally, the
management has considered two further factors in its CGU forecasts Firstly, the Group has seen delays in purchase
decision-making for maritime VSAT systems, impacting the Ship Equip CGU The management beheves these delays
are due to ship operators prefemng to wait for the launch of our GX services in order to compare GX to existing VSAT
alternatives Secondly, for the Stratos GCU there has been a decline in demand for certain products throughout 2012,
resulting from reduced military activites in Afghanistan and reduced event-driven traffic and termination of some lease
business The combination of these factors 1s expected to result in reduced operating profits at the Inmarsat Solutions
level and have therefore been reflected in the revised forecasts, giving nse to the impairment of the Strates and Ship
Equip CGUs In Group terms, some of the factors that give nse to the impairment at the Inmarsat Solutions level have
an offsetting positive benefit at the Inmarsat Global level and should not give nse to an equivalent gross impact at the
Group level A long-term growth rate of 2 5% was applied to extrapolate the Stratos and Ship Equip CGU cash flow
projecttons into perpetuity and a pre-tax discount rate of 12 72% was used to discount the cash flow projections
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4. Cntical accounting estimates and judgements in applying accounting policies (continued)

The US$120 Om impairment charge in respect of the Stratos CGU in the year ended 31 December 2011 also related
to operating profit forecasts for the Stratos CGU being adjusted downwards due to both internal and exterpal factors
The changes in prices between Inmarsat Global and the distrnibution channel were not passed onto the end customers
of Stratos, resulting in reduced margins for the Stratos CGU In addition, commitments under our LightSquared
Cooperation Agreement resulted in the expected discontinuance of certain customer leases for Inmarsat B, and
certain other services which directly impacted the Stratos CGU While this business was expected to be partly
retained through agreements using non-lease services, these are at a lower margin There was also a reduction In
Inmarsat MSS revenues, changes In product mix and competitive pnicing, all of which contnbuted to lower than
expected revenues In 2011, a long-term growth rate of 2 5% was applied to extrapolate the Stratos CGU cash flow
projections into perpetuity and a pre-tax discount rate of 13 8% was used to discount the cash flow projections

(b) Pension arrangements and post-employment benefits assumptions

The Group has applied a weighted rate of return on assets of 6 68% pa (2011 6 65% p a ) which represents the
expected return on asset holdings n the future The weighted average discount rate used to calculate the penston and
post-employment benefits hability was 4 60% (2011 4 74%) (see note 27)

(c) Income tax

The Group’s income tax balance 1s the sum of the total current and deferred tax balances The calculation of this, and
of the Group’s potential habiities or assets, necessarily involves a degree of estmation and judgement in respect of
certain items whose {ax treatment cannot be finally determined until resolution has been reached with the relevant tax
authonty, or, as appropriate, through a formal legal process Issues can, and often do, take a number of years to
resclve The amounts recognised or disclosed are derived from the Group’s best estimation and judgement However,
the inherent uncertainty regarding the outcome of these means eventual realisation ceould differ from the accounting
estimates and therefore impact the Group's results and cash fiows

A contingent hability has been disclosed for the year ended 31 December 2012 n respect of the financing of a
financing and operating leaseback transaction entered in 2007 (see note 33)

(d) Revenue in respect of the LightSquared Cooperation Agreement

in December 2007, Inmarsat and LightSquared LP, Skyterra (Canada) Inc and LightSquared Inc (together
‘LightSquared’) entered intc a Cooperation Agreement for the efficient use of L-band spectrum over North America
The Cooperation Agreement was segregated into phases and designed to enable and support the deployment of an
ATC network by LightSquared in North Amenca To date, LightSquared has made payments under the agreement
totalling US$546 4m, of which US$85 8m has been received dunng 2012 (2011 US$308 1m) The Group has, thus
far, recognised US$281 5m of revenue and US$19 9m of operating costs under all phases of the agreement For the
year ended 31 December 2012, the Group recognised US$60 2m of revenue and US$8 3m of operating costs, m
respect of all phases (year ended 31 December 2011 US$203 8m and US$11 2m, respectively)

On 20 Apnl 2012, Inmarsat and LightSquared reached an agreement to suspend the Cooperation Agreement unti
31 March 2014 The pernod of suspension 1s designed to allow LightSquared time to secure certain regulatory
consents and, during thits penod, LightSquared will not be required to make any further payments to Inmarsat On
1 Apnl 2014, or any earlier date as may be required or elected by LightSquared, payments under the agreement will
recommence from that date based on a restructured payment plan that will be dependent on certain future outcomes
with regard to deployment of the LightSquared ATC network

In connection with our accounting for different phases of the Cooperation Agreement, we have used the accounting
method considered most appropnate to the individual phase, including the percentage of completon methed and
straight hine method in the case of both revenues and costs Where the percentage of completion method was used,
we have had to measure the number of man-hours undertaken against our estimate of the total man-hours required to
complete the phase or actvity Similarly, we have measured costs incurred against our eshmate of the total costs
required to complete the phase or activity The key area of estimation uncertainty relates to the Directors’ estimates of
the total tme/costs that will be incurred and the Directors’ estimate of the percentage of completion of the time and
costs that the Group has incurred
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5. Segmental information

IFRS 8, 'Operating Segments’ requires operating segments to be 1dentified on the basis of internal reports about
components of the Group that are regularly reviewed by the Chief Operating Decision Maker (‘{CODM’) to allocate
resources and assess performance The CODM of Inmarsat plc 1s the Chief Executive Officer who 1s responsible for
assessing the performance of the individual segments

Information reported to the CODM for the purposes of resource allocation and assessment of segment performance 1s
specifically focused on the individual performance of each of the divisions within the Group, namely Inmarsat Global
and Inmarsat Solutions

The Group's reportable segments are therefore as follows

= Inmarsat Global — principally the supply of wholesale airime, equipment and services to distribution partners and
other wholesale partners of mobile satelite communications by the Inmarsat Global business, including entering
into spectrum coordination agreements The segment also Includes income from techmical support to other
operators, the proviston of conference factities and leasing surplus office space to external organisations, all of
which are not matenal on a standalone basis and in aggregate,

+ Inmarsat Solutions — the supply of advanced mobile and fixed-site remote telecommuntcations services, the
provision of customised turnkey remote telecommunications solutions, value-added services, equipment and
engineenng services to end-users, and

* ‘Unallocated’ - includes Group borrowings and the related interest expense, cash and cash equivalents and
current and deferred tax balances, which are not allocated to each segment

The accounting policies of the reportable segments are the same as the Group’s accounting policies described In
note 2 Segment profit represents the profit earned by each segment without allocation of investment revenue, finance
costs and iIncome tax expense

Business segments:

2012
Inmarsat Inmarsat
_(US$ in millions) Global _ Solutions®  Unallocated  Eliminations. Total
Revenue
External sales 5407 797 1 _— — 1,3378
Inter-segment 2052 132 — (308 4) —
Total revenue 8359 8103 — {308 4) 1,337 8
EBITDA 597 2 97.1 —_ 03 694 6
Segment result (operating profit) before operating
profit from LightSquared and impairment losses 3872 16 —_ 03 3881
Operating profit from LightSquared 519 — — — 519
Impairment losses — {94 7) — — 947
Segment result (operating profit/(loss}) 4391 {93 1) —_ 03 345 3
Net interest charged to the Income Statement — —_ {58 0) — (58 0)
Profit hefore income tax 288 3
Income tax expense {74 4)
Profit for the year 2139
Segment assets 30028 824 8 3350 (406 7) 37559
Segment liabilities (496 7) (164 3) (1.8129) 400 (2,433 9)
Investment (included in segment assets)™ 235 — — - 235
Capital expenditure' (433 6) (56 3) - 01 (489 8)
Deprectation (138 8) (49 5) — — {188 3)
Amortisation of intangible assets 193) {47 B) — - (66 9)

(a) Includes NewWave Broadband Limited (‘NewWave'} from 13 January 2012 (see note 28)
(b} Relates to 19% stake in SkyWave Mobile Communications ('SkyWave') (see note 15)
(c) Capital expenditure siated using accruals basis
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2011
Inmarsat Inmarsat
{US$ in millions) Global __ Solutions'  Unallocated _Eiminations Total
Revenue
External sales 6616 746 9 — — 1,408 5
Inter-segment 296 8 113 — (308 1) —
Total revenue 958 4 758 2 — (308 1) 1,408 5
EBITDA 7225 132 9 —_ {12) 854 2
Segment result (operating profit) before operating
profit from LightSquared and impairment losses 3680 48 4 — (12 4152
Operating profit from LightSquared 192 6 — — — 1926
Impairment losses — (1415 — — (141 5)
Segment result (operating profit/{loss)) 5606 {93 1} — (12 466 3
Net interest charged to the Income Statement — — (713) — (71 3)
Profit before income tax 3950
Income tax expense (1202
Profit for the year 2748
Segment assets 27310 920 5 168 8 (425 9) 3,394 4
Segment iabilities (526 2) (141 2} (1,574 6) 58 9 (2,183 1)
Investment (included in segment assets)® 235 — — — 235
Capital expenditure' (577 2) (47 6) — 02 (624 6)
Depreciation (140 8) (39 2) — - (180 0)
Amortisation of intangible assets 21 1) (44 7) — — (65 8)

(a) Includes Ship Equip International A S (‘Ship Equip’) from 28 Apni 2011

(b} Relates to 19% slake in SkyWave (see note 15)
(c)} Capital expenditure stated using accruals basis

Geographical segments

The Group mainly operates in the geographic areas shown in the table below The home country of the Group 1s the

United Kingdom, with its head office and central operations located in London

Revenues are allocated to countnes based on the billing address of the customer For Inmarsat Global this I1s the
distribution partner who recewves the invoice for the service, and for Inmarsat Solutions this is the billing address of the

custormner for whom the service i1s provided

Assets and capital expenditure are allocated based on the physical location of the assets

2012 2011
Non-current Non-current
segment segment
{US$ in millions) Revenue assets™ Revenue assets™
Europe 499 1 1,6681 509 3 1,462 1
North Amernca 547 5 8270 6302 794 9
Asia Pacific 2432 147 2110 155
Rest of the world 480 — 580 —
Unallocated™ — 589 3 — 664 5
1,337.8 3,099 1 1,408 5 29370

(a) Intine with IFRS 8, ‘Operating Segments’, non-current assets exclude dernvative financial instruments

(b) Unaflocated items relate to satellites which are in orbit
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6 Profit before income tax

Costs are presented by the nature of the expense to the Group Network and satellite operations costs comprise costs
to third parties for network service contracts, operating lease rentals and services A further breakdown of employee

benefit costs 1S given in note 7

Profit before iIncome tax 1s stated after charging the following items

(US$ in millions) Note 2012 2011
Depreciation of property, plant and equipment 13 1883 1800
Amortisation of intangible assets 14 669 658
Impairment of goodwill 4 947 1200
Impairment of trademarks 14 — 215
Operating lease rentals
— Land and buildings 192 167
— Services equipment, fixtures and fitings 13 12
Cost of Inventories recognised as an expense 794 66 6
Research and development costs expensed 128 63
The analysis of the Auditor's remuneration i1s as follows
(US$ in milhons} 2012 2011
Fees payable to the Company's Auditor for the audit of the Company's annual
accounts — —
Fees payable to the Company's Audhtor for other services to the Group
— The audit of the Company's subsidiaries, pursuant to legislation 09 09
Total audit fees 09 29
Fees payable to the Company's Auditor for other services to the Group
— Audit-related assurance services 02 01
— Tax compliance services 02 02
— Tax advisory services 13 13
— Services relating to corporate finance transactions — 03.
— Other services 02 —
Total Auditor's remuneration 28 28

In additon to the fees disclosed above, Inmarsat Global's pension plan incurred audit fees from our auditor of

US$22,876 for the 2012 financial year (2011 US$23,890)

At 31 December 2012, Inmarsat Global had contractually committed to US$0 3m of services to be completed n the

2013 financial year (31 December 2011 US$nil of services to be completed in the 2012 financial year)

7. Employee benefit costs (including the Directors)

{US$ in millions) Note 2012 2011
Wages and salanes 1950 169 4
Social secunty costs 158 14 1
Share options charge (including employers' National Insurance contribution) 25 108 130
Defined contnibution pension plan costs 79 65
Defined benefit pension plan costs® 27 31 28
Post-employment benefits costs® 27 04 09
Total employee benefit costs 2330 206 5

(a) Defined benefit pension plan costs and post-employment benefits costs for 2012 and 2011 reflect the service cost (see note 27)
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7. Employee benefit costs (including the Directors) {continued)

Employee numbers
The average monthly number of people (including the Executive Directors) employed during the year by category of
employment

2012 2011
Inmarsat Inmarsat Inmarsat Inmarsat

Glecbal  Solutions Total Global Solutions™ Total

Operaticns 218 528 746 203 455 658
Sales and marketing 109 209 318 96 188 284
Development and engineering 94 74 168 94 71 165
Administration 146 238 384 146 290 436
567 1,049 1,616 539 1,004 1,543

8. Executive and Non-Executive Directors’ remuneration

The Directors of the Company are also Directors of the ultimate parent company Inmarsat plc and other subsidiary
companies within the Inmarsat plc group The total Directors’ remuneration for Inmarsat plc is shown below, it 1s not
practicable to ailocate this between therr services as Directors of Inmarsat plc, the Company and other companies
within the Inmarsat plc group

Executive and Non-Executive Directors’ remuneration for Inmarsat plc (the ulhimate parent company) was

{US$ in thousands) 2012 2011
Aggregate emoluments 4,800 3,583
Company contnibutions to defined contribution pension schemes 158 151

4,958 3,734

Highest paid Director's remuneration for Inmarsat plc (the ultimate parent company) was

{US$ in thousands) 2012 2011
Aggregate emoluments 1,299 1,289
Company contributions to defined contributton pension schemes 717 79

1,376 1,368

In addition to the above, Executive Directors receive share options and share awards in the ultimate parent company,
Inmarsat plc, in respect of their work for the Group Details of these can be found In the Inmarsat plc Annual report,
ages 55 and 56

On 6 July 2011, Rupert Pearce became an Executive Director of Inmarsat plc With effect from 1 January 2012,
Rupert Pearce became the Chief Executive Officer

Two Directors (2011 two) are members of the Group’s defined contnbution pension plan One Director 1s a member of
the US 401k Plan (2011 one)

Key management
As at 31 December 2012, the Executive Chairman, the Executive Directors and the direct reports of the Executive
Chairman and Chief Executive Officer are the key management of the business (see note 34)
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9. Netinterest payable

(US$ 1in millions) 2012 2011
Interest on credit facilities 219 16 4
Interest on Suberdinated Senior Notes due 2017 Loan and intercompany

Interest payable 629 495
Interest on Inmarsat Selutions borrowings 04 05
Pension and post-employment lability finance costs 05 05
Interest rate swaps 91 127
Unwinding of discount on deferred satellite habihities 22 26
Unwinding of discount on deferred consideration — 79
Amortisation of debt issue costs® 64 99
Other nterest 04 06
Interest payable and similar charges 1038 100 6
Less Amounts inctuded in the cost of qualifying assets®™ (42 9) (24 4
Total interest payable and similar charges 60.9 76 2
Bank interest receivable and other interest 20 47
Intercompany Interest receivable 09 02
Total interest receivable and similar income 29 49
Net interest payable 580 743

(a} 2011 includes the wnte-off of unamortised 1ssue costs of US$3 8m in retation to the refinancing of our previous US$500 Om Sentor Credit Facility

(b) Borrowing costs included in the cost of qualdying assets dunng the year are calculated by applying a capitaisabon rate to expenrdiure orrsuch assets

The average interest capitahsation rate for the year was 5 87% (2011 7 99%)
10. Income tax

Income tax expense recogmsed n the Income Statement

(USE in millions) 2012 2011
Current tax expense:
Current year (519) (128 5)
Adjustments in respect of prior perods
— Other 30 68
Total current tax expense {48 9) (121.7)
Deferred tax{expense)/credit:
Ongination and reversal of temporary dfferences
— Other temporary differences (44 1) (8 6)
Adjustment due to reduction in the corporation tax rate from 25% to 23%

(2011 27% to 25%) 84 54
Adjustments in respect of prior penods
— Other 102 47
Total deferred tax (expense)/credit (25 5) 15
Total income tax expense {74 4) {120 2)
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10. Income tax (continued)

Reconcibation of effective tax rate

(US$ in millions) 2012 2011
Profit before tax 288 3 3950
Income tax at 24 5% (2011 26 5%) (70 6) (104 7)
Differences in overseas tax rates 10 (29
Adjustments in respect of prior periods
— Other 132 115
Effect of the reduction in the corporation tax rate from 25% to 23%
(2011 27% to 25%) on
— Current year movement in deferred tax 84 54
Impact of current and prior year losses {18) 17
Non-deductible impact of Inmarsat Solutions goodwill impairment (232 (31 8)
Other non-deductible expenses/non-taxable income {14) 06
Total Income tax expense (74.4) (120 2)
Tax charged to equity
(US$ in milions) 2012 2011
Current tax credst on share options 02 03
Deferred tax credit/(charge) on share options 03 (2 6}
Deferred tax charge relating to gains on cash flow hedges 2 5) (12)
Deferred tax charge on actuanal gains and losses from pension and
post-employment benefits {12) (30)
Total tax charged to equity (32 {6 5)
11. Net foreign exchange losses

{US$ tn milhons} Note 2012 2011
Pension and post-employment hability 27- 086 (0 4)
Other operating costs 60 05
Total foreign exchange losses 66 -0.1

12. Dividends

The Company pad dividends dunng the year ended 31 December 2012 of US$75 7m and US$50 Om for the 2012
interim dividend and the 2011 final dividend, respectvely (vear ended 31 December 2011 US$68 9m and US$104 5m
for the 2011 interm dwidend and the 2010 final interm dividend, respectively In addition, in the year ended
31 December 2011 the Company declared a one-off dividend totaling US$250 Om, to fund a share repurchase

programme by Inmarsat plc, the ulttimate parent company)

No final dividend for the year ended 31 December 2012 has been declared or paid.
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13 Property, plant and equipment

Services
Freehold equipment, Assets in the
land and fixtures and Space course of

(US$ in millions) bulldings fittings segment  construction Total
Cost

1 January 2011 143 2287 1,994 1 1428 2,378 9
Additons 05 300 220 5428 595 3
Acquisitions — 31 466 — 497
Disposals — 05 03 — {0 8)
Transfers — 27 01 (2 8) —
31 December 2011 14 8 2640 20625 682 8 3,024 1
Additions 19 247 249 3985 4500
Acquisibons - 06 - — 06
Disposals 03 27 (11 6) — (14 6)
31 December 2012 16 4 2866 2,0758 1,081 3 3,460 1
Accumulated depreciation®

1 January 2011 51 (144 4) (874 7) — (10242
Charge for the year {09 (34 5) (144 6) — (180 0)
Disposals — 01 01 — 02
31 December 2011 {6 0) (1788) (1,019 2) — (1,204 0)
Charge for the year 09 (41 5) (145 9) — (188 3)
Disposals 03 22 113 — 138
31 December 2012 {6 6) {2181) (1,153 8) —_ {1,378 5)
Net book amount at 31 December 2011 88 852 1,043 3 682 8 1,820 1
Net book amount at 31 December 2012 98 685 922 0 1,081.3 2,0816
The lives assigned to significant tangible fixed assets are
Space segment assets

Satellites 13-15 years

Other space segment assets, including ground infrastructure 5-12 years

Fixtures and fithings, and services-related equipment 3—15 years

Builldings 20 years

At 31 December 2012 and 2011, freehold land and builldings for Inmarsat Global were carrned at cost less
accumulated depreciation (US$nil} Had the freehold land and builldings been revalued on a market basis, ther
carrying amount at 31 December 2012 would have been US$14 6m (based cn the 31 December 2012 exchange rate
between the US Dollar and Pounds Sterling of US$1 63/£1 00) (2011 US$14 Om) Market valuation /s based on the
Directors’ best estimates

In 2012, the Group received government grants in relation to the purchase and construction of certain assets The

grants have been deducted from the cost of the relevant asset to arrive at the carrying amount Government grants
received in 2012 were US%$4 6m (2011 US$8 7m)
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14. Intangible assets

Spectrum
Terminal rights, orbital
development Customer slots &  Intellectual

{US$ in millions) Goodwill  Trademarks  Software  Patents costs  relationships licences property Total
Cost
1 January 2011 6959 4086 1293 140 1185 3411 57 07 1,3458 -
Additions - - 213 - 57 - 23 - 293
Acquisitions 66 6 93 168 - - 380 18 - 1325
31 December 2011 7625 499 167 4 140 1242 3791 98 07 1,507 6
Additions - - 259 - 59 - 70 - 398
Acquisitions 29 - - - - 77 - - 106
31 December 2012 7654 499 194 3 140 1301 386 8 16 8 07 1,658 0
Accumulated amortisation and impairment losses
1 January 2011 - (12 5) (809) {13 9) (41 1) (66 9) {2 6) (e7) (218 8)
Charge for the year - 32) (20 3) (01 (119) (290) (13) - {65 8)
Impairment losses (120 0) (215 - - - - — - {141 5)
31 December 2011 (120 0) {37 2) (101 2} {14 0) (53 0) {95 9) {(39) (0 7) (425 9)
Charge for the year - (11 (20 5) - {119) (31 5) (19) - (66 9)
Impairment fosses (947 - - - - - - - (94 7)
31 December 2012 (214 7) {38 3) (121 7) {14 0) {64 9) {127 4) (58) (07) {587 5)
Net book amount

31 December 2011 642 5 127 662 - 712 2832 59 - 10817
Net book amount

31 December 2012 550 7 116 726 - 652 259 4 110 - 970 5

Goodwill represents the excess of consideration paid on an acquisition over the fair value of the identifiable assets,
habilities and contingent habilities acquired at the date of acquisiton Goodwill 1s tested annually for impairment and
carned at cost less accumulated imparrment losses Goodwill 1s allocated to CGUs for the purpose of imparment
testing At 31 December 2012, the Directors believe the goodwill in relation to the Stratos and Ship Equip CGUs to be
impaired and consequently have recorded impairment charges of US$58 7m (2011 US$120 Om) and US$36 Om
(2011 USS%nil), respectively, in the Income Statement (see note 4(a))

Patents and trademarks are being amortised on a straight-line basis over therr estmated useful lives, which are seven
years and between seven and 20 years, respectively Dunng the year ended 31 December 2011, an impairment loss
of US$21 5m was recogmsed in the Income Statement to reduce the carrying amount of the Stratos, Segowvia and
Ship Equip trade names to US$nil During the year ended 31 December 2011, the Greup compnised Inmarsat, Stratos,
Segovia and Ship Equip, all acting as relatively independent business units From 1 January 2012, Stratos, Segovia
and Ship Equip were rebranded as ‘Inmarsat’ and therefore the previous trade names are no longer used and were
impaired

The capitalised software relates to the Group’s BGAN billing system and other internally developed operational
systems and purchased software and 15 being amortised on a straight-ine basis over tts estimated useful life of three
to 12 years Internally developed technology acquired as a result of the acquisthion of Stratos 1s being amortised on a
straight-line basis over its estimated useful hife of five years )

The Group capitalises development costs associated with the development of user terminals as intangible fixed
assets Costs directly relating to the development of the user terminals for the BGAN and GSPS services are being
amortised over the estimated sales Ife of the services which 15 five to 10 years

Customer relationships acquired in connection with Stratos, Segovia and Ship Equip are being amortised over the
expected period of benefit of between 12 and 14 years, using the straight-ine methed

Spectrum nghts relate to the acquisition of ACeS and Stratos Spectum nghts acqured as a result of the ACeS
collaboration in September 2006 are being amortised on a straight-line basis over the remaining useful lives of two
years Spectrum nights acquired as a result of the acquisition of Stratos are being amortised over therr useful lives of
three to 10 years

Orbital slots and licences relate to the Global Xpress programme and other hcences acquired Each individual asset is -
reviewed to determine whether it has a finite or indefinite useful Iife, amortisation of the Global Xpress programme
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14 Intangible assets (continued)

finite Iife assets will commence when the Inmarsat-5 satellites are operational Indefinite Iife assets will be tested

annually for impairment
Intellectual property relates to the acquisiion of ACeS and 1s now fully amortised

15. Investments

A at As at

31 December 31 December

(US$ in millions} 2012 2011
Investments held at cost

SkyWave 235 235

Total investments held at cost 235 235

Interest in associates

Navarino 75 70

JEAT Mobile 06 05

Total interest in associates 8.1 75

Total investments 31.6 310

The Group has an ownership interest of approximately 19% in the pnvately held SkyWave The ownership In

SkyWave has been recorded at cost, including capitalised transaction costs

The Group owns a 49% ownership interest in Navannc Telecomn SA and NTS Mantime Limuted (together, ‘Navanno’)

Cash dividends received for the year ended 31 December 2012 totalled US$1 5m (2011 US$1 4m)

The Group owns 26 67% of JSAT Mobile Communications Inc and the interest has been treated as an associate
ustng the equity method of accounting The aggregated assets, iabilities, revenue and profit of associates are deemed ~

to be immatenal for reporting purposes

16. Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held on call with banks, other short-term highly hquid
investments with orniginal matunties of three months or less, and for the purposes of the Cash Flow Statement also
includes bank overdrafts Bank overdrafis are shown within borrowings in current habilities on the Balance Sheet

As at As at

31 December 31 December

(US$ in milions) 2012 2011
Cash at bank and at hand 56 2 632
Short-term deposits with onginal maturity of less than three months 2751 1025
Cash and cash equivalents 331.3 165 7

Cash and cash equivalents include the following for the purposes of the Cash Flow Statement

As at As at

31 December 31 December

{(US$ in millions) Note 2012 2011
Cash and cash equivalents 3313 1657
Bank overdrafts 19 {0 8) (12)
Net cash and cash equivalents 3305 164 5
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17. Trade and other receivables

As at As at

31 December 31 December

(US$ in millions) 2012 2011

Current:

Trade receivables 2016 1857

Other recaivables 210 218

Amounts due from Parent undertakings 37 31

Prepayments and accrued income 67 4 697

2937 2603

As at As at

31 December 31 December

{US$ in millions) 2012 2011
Non-current:

Pension asset 120 —

Prepayments and accrued income 34 42

154 42

The Directors consider the carrying value of trade and other receivables to approximate to their far value
18. Inventories

As at As at

31 December 31 December

(US$ in millions) 2012 2011

Firushed goods 237 223

Work in progress 17 12

254 235

The Directors consider the carrying value of inventories to approximate to their farr value
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19. Borrowings

At 31 December 2012 At 31 December 2011
Deferred Deferred

Principal finance Net Principal finance Net
{US$ in millions) amount cost balance amount cost balance
Current
Bank overdrafts 08 — 08 12 — 12
Deferred satellite payments® 83 — 83 79 — 79
EIB Facility*s 441 — 44 1 44 1 —_ 441
Total current borrowings 532 — 532 532 — 532
Non-current:
Deferred satellite payments® 204 — 204 268 — 268
Subordinated Senior Notes due 2017 Lcan®® 8500 {11 0) 8390 6500 (9 2) 640 8
— Net issuance premum/(discount) 75 — 75 (36) — (36)
EIB Facility@® 2202 (16) 2186 264 3 (22) 262 1
Ex-Im Bank Facility®® 3976 (16 3) 3813 2773 (14 5) 262 8
Intercompany loan — — — 60 — 80
Total non-current borrowings_ 1,4957 (28.9) 1,466 8 1,220 8 {25 9} 1,194 9
Total borrowings® 1,548 9 (28.9) 1,520 0 1,274 0 (25 9) 1,248 1

(a}
{b}

)

(d)

(e

—~—

{0

(@)

Bomrowings are recorded net of unamortised deferred finance costs in the balance sheet

Deferred satelite payments represent amounts payable to satelite manufacturers which become payable annually depending on the continued
successful performance of the satelite The gross amounts of the deferred satellte payments have been discounted to net present value at 7%

On 15 Apnl 2010, the Group signed an eight-year facility agreement from the European Investment Bank (the ‘EIB Faciity’) Under the agreement, the
Group was able to borrow up to €225m at any time before 23 December 2010 The facility was avaiable in Euros and US Doliars An initial drawdown of
US$180 Om was made on 30 Apnl 2010 and a final drawdown of US$128 4m was made on 28 October 2010 This faciity matures on 30 Apni 2018 and
15 repayable in equal annual Instalments on both tranches beginming 30 Apni 2012 Interest I1s equal to three-month USD LIBOR plus a margin, payable in
Apnt, July, October and January each year

On 12 November 2009, Inmarsat Finance plc, which ts 99 9% owned by Inmarsat Group Limited, 0 1% by Inmarsat Holdings Limited, issued 7 375%
Semor Notes due 1 December 2017 (“Senor Notes Due 20177) The Senior Notes due 2017 mature on i December 2017 Inferest 1s payable sem:-
annually in June and December On 11 Apnl 2012, there was a further 1ssue of the Group's Senior Notes due 2017, under the same condihions In both
cases the proceeds of the Seruor Notes due 2017 were loaned to Inmarsat Investments via the Subordinated Senior Notes due 2017 Loan (the terms of
which replicate those of the Semor Notes due 2017)

The Company's ability to obtain funds from its subsidianes by dmidend or loan is imited by the Semor Credit Facility and the indenture goverming the
Senor Notes The Senior Credrt Facility, the EIB Facility and the Ex-Im Bank Facility all contain negative covenants that, among other things, generally
restnct or prohibit the Company and #s subsidianes from making any repayment of principal under the indentures governing the Senior Notes and from
declanng or paying certain dvidends or making certain other distributions to shareholders In addiion, the indentures govermning the Semor Notes contain
covenanis that, among other things, directly or indirectly restnct the Company's ability to make certan payments. including dwidends or other
distrbutions, prepay or redeem subordinated debi or equity Substantally all of the net assets of the Company's unconsolidated and consolidated
subsidianes as of the end of 31 December 2012 are restncted net assets

©On 11 May 2011, we signed a 12 5-year US$700 Om direct financing agreement with the Exporl-Import Bank of the United States (the 'Ex-im Bank
Facility’y The facthty has a total availabiity penod of four years and will then be repayable in equal instatments over a further 8 5 years Drawings under
the faciity will incur interest at a fixed rate of 3 1% for the Ufe of the loan

On 30 June 2011, the Group signed a five-year US$750 Om Senuer Credit Facility with a group of commercial banks as lenders Under the terms of the
facility the full US$750m amount 1s avaitable to draw in the form of a revolving credit facilty and does not amortise dunng the five-year avallability penod
Advances under the facilty bear interest at a rate equal to the applicable USD LIBOR, plus a margin of between 1 00% and 2 50% determined by
reference 10 our ratio of net debt to EBITDA As at 31 December 2012 and 2011, there were no drawings on the Senior Credit Facility

The maturity of non-current borrowings 15 as follows

As at As at

31 December 31 December

{US$ 1in millions) 2012 2011
Between one and two years 58 1 470
Between two and five years 11167 2025
After five years 2920 945 4
1,466.8 1,194 9
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19. Borrowings (continued)

The borrewings of the Group are mostly at fixed rates The Subordinated Senior Notes due 2017 Loan and the Ex-Im
Bank Facility are at fixed rates

The Directors consider that with the exception of the Subordinated Senior Notes due 2017 Loan, the carrying value of
borrowings to approximate to therr far value, (see note 31)

The effective Interest rates, excluding the impact of the Group's Interest rate hedging policy, at the balance sheet
dates were as follows

Effective interest rate % 2012 2011
Bank overdrafts 205 18
Senior Credit Facility — —
EiB Facility 165 175
Subordinated Senior Notes due 2017 Loan 7 375 7 375
Ex-lm Facility 311 311
Deferred satellite payments 70 70
Intercompany loan — 55
20. Trade and other payables
As at As at
31 December 31 December
(US$ in millions) 2012 2011
Current:
Trade payables 1690 2016
Deferred consideration® 21 65
Qther taxation and social security payables 39 36
Other creditors 09 12
interest on Subordinated Senior Notes due 2017 Loan 77 55
Amounts due to Parent undertakings 1058 1511
Accruals and deferred income® 3771 3146
666 5 684 1

(a) Deferred consideration includes USS$1 1m SkyWave deferred consideration (see note 15) (2011 USS2 2m), USSmI Segowia deferred constderation
(2041 US$3 3m) and US$1 Om other shortHem deferred consideration (2011 US$10m) Dunng 2011, the majonty of the remaining value of the
contingent deferred consideration on the Segowia acquisiion was setiled ahead of the scheduled payout dates {see nole 28)

(b) As at 31 December 2012, mcludes LiS$264 9m (2011 USS$239 3m) of deferred income refating to payments received from LightSquared During 2012
US$60 2m was released to the Income Statement to reflect revenue eamed, based on the percentage of completion method {2011 US$203 8m)

As at As at

31 December 31 December

(US$ in millions) 2012 2011
Non-current:

Deferred consideration® 18 49

Qther payables 238 232

257 28 1

{a) Deferred consideration includes US$1 1m SkyWave deferred consideration (see note 15) {2011 US$2 0m), USSnll Segovia deferred consideration
(2011 US$1 9m) and USS0 8m other long-term deferred consideration (2011 USS10m) During 2011, the majonty of the remaining value of the
contingent deferred consideration on the Segowia acquisition was settled ahead of the scheduled payout dates {see note 28)

The Directors constder the carrying value of trade and other payables to approximate to their fair value
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21. Provisions

Asset
Other retirement
(US$ in millions) provision  obligations Total
Current:
As at 1 January 2011 01 03 04
Charged in respect of current year® 28 — 26
Utihsed in current year — on on
As at 31 December 2011 27 02 29
Charged in respect of current year® 65 — 65
Utiised in current year (38) ©1) (39
As at 31 December 2012 54 01 55

{a} Inthe year ended 31 December 2011, the Group announced the intention to restructure the organisation to operate the Group with business units aligned
to vertical market sectors As a result of the reorgamisation a small number of ndwidual posihions ceased to exst as business functions were combined
The restructunng provision at 31 December 2011 was US$2 7m, all of which was utiised dunng 2012 (2011 US$nl)

(b) In addition, in the year ended 31 December 2012 a further US$6 5m was charged te the restructurng prowision, of which US31 1m was uthsed dunng the
year Management expects to utiise the US$5 4m restructunng provision that remains at 31 December 2012 dunng 2013

Post- Asset
employment retirement Other

{US$ 1n milhons) benefits Pension obligations provisigns  Total
Non-current:
As at 1 January 2011 298 91 3o 06 425
Acquisition of Ship Equip — 13 — — 13
Charged te Income Statement in respect of current year 24 16 03 01 44
(Credited)/charged directly to Comprehensive Income n

respect of current year (16 6) 32 — —_ (13 4)
Contributions paid — (74) — — (7 4)
Utihsed in current year (0 3) 09 — — (12)
Revision in estimated cash flows and timing of

settlement — — 05 — 05
As at 31 December 2011 153 69 38 07 26.7
Charged to Income Statement In respect of current year 29 20 03 — 43
Credited directly to Comprehensive Income in respect of

current year (05) (39 — — 44
Contributions paid — (11 9) — — (11 9)
Utiised in current year (03) (09) — 1) (13)
Transferred to non-current assets® — 120 — — 120
As at 31 December 2012 16 5 4.2 41 06 254

(a) At 31 December 2012 the Inmarsat Global defined benefit pension plan was in an asset position, and this balance has therefore been transferred to non-

current trade and other recevables (see note 17)

The Trustee and the Company have agreed that to reduce the Pension Plan (the ‘Plan’) deficit, additional annual
contnbutions of £2 2m will be paid to Plan starting in November 2009 and continuing annually thereafter, up to and
mcluding November 2015 Duning 2012, the actual additional cash contnibution the Group made to the Plan was £6 Om
or US$96m (2011 US$5 4m) to reduce the pension deficit As a result of the addimticnal contributions in-the year the
Plan 1s no longer in a deficit position, therefore no further additional cash contributions are expected under the

agreement

Asset retirement obligations have heen recognised in respect of the expected costs of removal of equipment from

leased premises by Solutions
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22. Current and deferred income tax assets and habilities

The current income tax liabiity of US$39 2m (2011 US$60 Sm) represents the income tax payable in respect of
current and prior penods less amounts paid

Recognised deferred income tax assets and habilities
The movements in deferred income tax assets and lhabihties {prior to the offsettng of balances within the same
junsdiction as permitted by IAS 12) duning the penod are shown below

Deferred income tax assets and liabilites are offset when there 1s a legally enforceable nght to offset current tax
assets against current tax habiliies and when the deferred income taxes relate to the same fiscal authonty

As at 31 December 2012

As at 31 December 2011

{(US$ in millions) Assets  Liabihties Net Assets  Liabilihes Net
Property, plant and equipment and intangible
assets — 1389 1389 — 1202 1202
Other (7 4) 213 139 (70 80 10
Pension and post-employment benefits asset (149 — (14) 40 — (4 0}
Share options {33) — (33 (2 5) — (2 5}
Loss carry forwards {79 — (79 (53) — (53}
Net deferred income tax liabilities (20 0) 160 2 140 2 {18 8) 128 2 109 4
Movement in temporary differences during the year
As at As at
1 January NewWave Recognised In Recogmsed 31 December
{US$ in milhons) 2012 acquisition income In equity 2012
Property, plant and equipment and
intangible assets 1202 19 168 — 138 9
Other 10 —_ 10 4 25 139
Pension and post-employment
benefits asset 4 0) —_ 14 12 (1 4)
Share options 25 — (0 5) (03) (33
Loss carry forwards (53) — (2 6) — (79)
Total 109 4 19 255 34 140 2
As at As at
1 January Ship Equip  Recogmsed in Recogrised 31 December
(US$ in millions) 2011 acquisition income In equity 2011
Property, plant and equipment and
intangible assets 1136 177 (11 1) — 1202
Other 27 — 25 12 10
Pension and post-employment
benefits asset (8 5) — 15 30 (40}
Share options {5 3) — 02 26 (2 5)
Loss carry forwards {107 — 54 — 53)
Total 86 4 177 {15) 68 109 4
Total unprovided deferred tax assets
As at As at
31 December. 31 December
{US$ in millions) 2012 2011
Temporary tiring differences (8 9) (18 3)
Unused income tax losses (139) (14 8)
Unused capital losses (29 1) (31 6)
Total {51 9) (64 7)
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22. Current and deferred income tax assets and liabilities {continued)

Overseas dividends received are largely exempt from UK tax but may be subject to foreign withhelding taxes The
unrecognised deferred tax hability in respect of the unremitted earnings of those overseas subsidianes affected by
such taxes 1s US$5 2m (2011 US$4 6m) No deferred tax llablity 1s recognised on these temporary differences as
the Group 1s able to centrol the timing of reversal and it 1s probable that this will not take place in the foreseeable
future

The Finance Act 2012 reduced the main rate of corporation tax to 23% with effect from 1 April 2013 This rate
reduction was substantively enacted on 3 July 2012

In the Budget on 20 March 2013, the Chancellor announced further perodic reductions to the main rate of corporation
tax, until a rate of 20% 1s reached with effect from 1 Apnl 2015

The deferred tax assets and habihities at the balance sheet date are calculated at the substantively enacted rate of
23% Whilst detailed calculations have not been prepared at this stage, it 1s estimated that the impact of the remaining
annual corporation tax rate reductions would reduce the value of the Group’s deferred tax habiities by approximately
US$27 5m and reduce the value of the Group's deferred tax assets by approximately US$1 7m

23. Cash generated from operations

Reconciliation of profit for the year to net cash inflow from eperating activities

{US$ in millions) 2012 2011
Profit for the year 2139 2748
Adjustments for
Depreciation and amortisation 2552 2458
Income tax charge 744 1202
Interest payable 609 762
Interest recevable 29 {49
Non-cash employee benefit costs 108 115
Forward exchange contracts 11 07
Share of profits of associates, net of dividends received (0 6} (03
Loss on disposal of fixed assets 05 —
Acquisthon-related adjustments — 21
Impairment losses 947 1415
Non-cash foreign exchange movements 10 (16)
Changes in net working capital
(Increase)/decrease n trade and other recevables (26 5) 435
Increase in inventones {19 2n
Increase n trade and other payables® 379 875
Increase/(decrease) In provisions 51 (2 2)
Cash generated from operations 7236 9921

{a) Includes US$25 6m increase relating to deferred revenue recogrised in respect of payments recewved

note 20)
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24. Share capital

As at As at
31 December 31 December
{US$ in millions) 2012 2011
Authonsed:
630,780,000 ordinary shares of €0 0005 each (2011 630,780,000) 04 04
Allotted, issued and fully paid-
534,900,000 ordmnary shares of €0 0005 each (2011 534,900,000) 03 03

25. Employee share options and awards

In line with IFRS 2, 'Share-based Payment’, the Group recognised US$10 8m (2011 US$13 Om) in total share
compensation costs across all its share plans for the 2012 financial year Total share-based compensation costs are
recognised over the vesting pernod of the options and share awards ranging from one to four years Given that these
schemes operate at the Inmarsat plc group level, the information below 1s for the Inmarsat plc group as a whole

in November 2004, the Company adopted the Staff Value Participation Plan {the ‘2004 Plan’) making awards n
November 2004, January and May 2005 All options granted under the 2004 Plan and held by optionholders have now
vested and are exercisable Whenever options are exercised under the 2004 Plan, the holder must pay a de minimis
charge of €1 for each tranche of options exercised The options expire 10 years from the date of grant Shares are
transferred to the optionholders from the Inmarsat Employees’ Share Ownership Plan Trust (the ‘Trust’) (resident in
Guernsey) No new shares have been issued to satisfy the exercise of these options

A summary of share activity within the Trust, which reflects the options outstanding under the 2004 Plan as at
31 December 2012 15 as follows

Weighted

average

2004 Plan exercise

Shares available Options price per

for grant cutstanding option

Balance at 1 January 2011 1,170,780 103,130 £371

Exercised re 2004 Plan - (7,347) £583
Exercise re international Sharesave Plan (1,421) -
Exercise re International Share Incentive Plan - -

Balance at 31 December 2011 1,169,359 95,783 £372

Exercised re 2004 Plan - {18,757) £500
Exercise re International Sharesave Plan (47,998) -
Exercise re International Share Incentive Plan (3,365) -

Exercise re CEO Plans {303,308) - £573

Balance at 31 December 2012 814,688 77,026 £372
Exercisable at 31 December 2012 77,026
Exercise Price per tranche €100

The weighted average of the remaining contractual life for the 2004 Plan at 31 December 2012 is two years

The Company also operates a Bonus Share Plan (‘BSP') Awards have been made regularly under the BSP to the
Executive Directors and certain members of semor management

Awards are made n the form of a condihonal allocation of shares The performance conditiens attached to the BSP
are non market-based performance conditions Dividends will accrue and be added as additional shares upon vesting
Details of the awards made to the Executive Directors in 2012 and the operation of the BSP can be found i the-
Inmarsat plc Annual Report, pages 54 and 55
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25. Employee share options and awards (continued)

The rules of the BSP provide that the Remuneration Committee has the discretion to satisfy the awards using cash
instead of shares It 1s, however, the intention of the Company to generally satisfy the awards using newly-issued
shares

As the BSP provides free share awards with no market-based performance conditions attached, and which camry an
entitlement to dividends paid in cash or shares dunng the vesting period, the farr value of the awards 1s the value of
the grant This 1s due to the fact that regardless of the market price at the time the award of shares 1s made, the total
value of shares to be awarded (excluding shares added n lieu of dividends) will not change

The Company alse operates a Performance Share Plan (‘PSP’) and regular annual awards are made to the Executive
Directors and certain members of senior management Participants are enbtled to recewve the value of any dividends
that are paid between the date of award to the date of vesting in the form of additional shares Any such additional
shares are only added to the number of shares which will vest subject to performance conditions being satisfied

The PSP shares will not normally be transferred to participants untit the third anniversary of the award date The
transfer of shares 1s dependent upon the performance conditions being satisfied over the three consecutive financial
years starting n the financial year the award date falls The rules of the PSP provide that the Remuneration
Committee of Inmarsat plc has the discretion to satisfy the awards using cash instead of shares It i1s, however, the
intention of the Company to satisfy the awards using newly-1ssued shares at the end of the relevant three-year penod
Detaills of the awards made to the Executive Directors in 2012 and the operation of the PSP can be found in the
Inmarsat plc Annual Report, pages 53, 54 and 56

The performance condittons for the PSP are based on the Group's Total Sharehclder Return (‘'TSR') relative to
constituents of the FTSE 350 Index (excluding investment trusts) and a non market-based condition, based on
EBITDA measured over a three-year penod The vesting schedule for PSP awards up to and including the award
made in 2011 1s determined by a combination of TSR and EBITDA performance For the award made in March 2012,
the vesting schedule 1s structured so that 50% of the reward 1s linked tc the performance of TSR and EBITDA as
individual performance measures The market-based performance condition has been incorporated inio the fair value

The fair value of the allocation and the assumptions used in the calculation are as follows

Performance Share Plan

19 March 20 March 14 May 26 March 18 May 30 March
Grant date 2008 2009 2009 2010 2011 2012
Grant pnce £4 39 £4 57 £5 35 £7 905 £6 07 £4 603
Exercise price nil nil nil nil il nil
Bad leaver rate 0% 0% 0% 0% 0% 0%
Vesting penod 3 years 3 years 3 years Jyears 3 years 3 years
Volatiity 28 5% 34 9% 36 2% 357% 32 1% 339%
Fair value per share option £2 40 £321 £330 £5 62 £317 £361

Both the BSP and PSP share awards expire 10 years after date of grant or such shorter penod as the inmarsat plc
Remuneration Committee may determine before the grant of an award For shares cutstanding at the penod end the
weighted average of the remaining contractual Iife for both the BSP and PSP share awards at 31 December 2012 15
1 5and 1 7 years respechvely

The CEO Award, made in 2007, reached its matunty date on 30 September 2012 and vested sn November 2012 The
share price for assessing the performance of the CEQ Award was £5 7299 Of the total 1 7 milhon shares potentially
available under the award, 160,631 shares, including shares in lieu of accrued dividends, vested and were tssued to
the former Chief Executive Officer (now Executive Chairman)

In addition, the deferred share bonus award of 125,000 shares (share price of £6 59 per share) made to the former
Chief Executive Officer (now Executive Chairman) in December 2009 reached its matunty date on 30 September
2012 The performance condition of EBITDA growth relating to the 2010 financial year had already been satisfied
142,677 shares, including shares i1ssued In lieu of accrued dividends, vested and were i1ssued to the former Chief
Executive Office {(now Executive Chairman} in November 2012
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25. Employee share options and awards (continued)

CEOQ Deferred
Share Bonus

CEQ Award Award

28 September 16 December

Grant date 2007 2009
Grant price £4 49 £6 59
Exercise price nil ml
Bad leaver rate 0% 0%
Vesting pernod 5 years 3 years
Expected correlation between any pair of shares in PSP comparator group nfa n/a
Volatiity 28% n/a
Fair value per share option £2 65 £6 59

in additron, the Company operates a HM Revenue & Customs approved UK Sharesave Scheme The grant made
in December 2008 with an option price of £3 06 per ordinary share (reflecting the maximum discount permitted of
20%) matured in February 2012 A new grant was made in December 2012 with an option price of £4 59 (reflecting
the maximum discount permitted of 20%) which will mature in February 2016

The Company also operates an International Sharesave Plan which mirrors the operation of the UK Sharesave
Scheme as closely as possible Participants receive either the opportunity to recewve options In the same way as the
UK Sharesave Scheme, or recewe the spread between the share price at the date of exercise and the grant price,
delivered (at the Company’s discretion) in cash or shares It 1s the Company’s intention to satisfy the awards using
shares — some of which are held by the Trust and some of which will be newly-issued A grant under the International
Sharesave Plan made in December 2008 with an option price of £3 06 per ordinary_ share matured in February 2012
A new grant was made in December 2012 with an option price of £4 59 which will mature in February 2016

Options under the UK Sharesave Scheme and International Sharesave Plan expire after a masximum of 3 5 years
following the mitial savings payments having been made The remaintng contractual hife for the current grant of the UK
Sharesave Scheme and International Sharesave Plan at 31 December 2012 1s 3 5 years for each plan

In 2012, the Company intrcduced a new Employee Stock Purchase Plan (ESPP), for US and Canadian employees to
purchase the Company’s stock at a 15% discount using funds accumulated by an aggregate of 24 monthly
contribuhons through payroll This plan will be put to shareholders for approval at Inmarsat plc’'s Annual General
Meeting 1n May 2013 A grant was made under the scheme in November 2012 with an option price of £4 94 {reflecting
the maximum discount permitted of 15%) which will mature in January 2015 Options under the ESPP expire after a
maximum of 2 25 years The remaining contractual life for the current grant of the ESPP 1s 2 2 years

Options under the UK Sharesave Scheme, International Sharesave Plan and ESPP have been valued using the
Black-Scholes model with the following assumptions

Sharesave Scheme

Sharesave Scheme

(UK and (UK and Employee Stock

International) Internationar) Purchase Plan

Grant date 15 December 2008 18 December 2012 26 November 2012
Market price at date of grant £4.44 £5 93 £593
Exercise price £306 £4 59 £494
Bad leaver rate 3% pa 3% pa 3% pa
Vesting peneod 3 years 3 years 2 years
Volatity 332% 331% 36 5%
Dwidend yteld assumption 3 38% 453% 4 53%
Risk free interest rate 2 46% 0 46% 0 36%
Fair value per option £150 . £145 £134

Several awards have been made under a HM Revenue & Customs approved UK Share Incentive Plan (‘SIP")
Arrangements were put in place for eligible overseas employees to replicate the awards made under the SIP as
closely as possible The same market values per ordinary share were used as for the SIP for each award
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25. Employee share options and awards (continued)

A summary of share awards and option activity as at 31 December 2012 (excluding the 2004 Plan which 1s noted

previously) 1s as follows

sip SIP CEOQ Share Sharesave Sharesave
(UK) {International} BSP Plans PSP (UK) (Internattonal) ESPP Total
Balance at
31 December 2011 675 916 41898 1,377,761 1,125,000 989,802 738 431 152,641 - 5 101,449
Granted/Allocated - - 1335364 46 937 824 710 626,904 312771 126 402 3,283 088
Forfeited and lapsed (706} - {151,335) (868,629)  (584,644) (6 524) (54,821} - (1,666 650)
Exercised - - - - - (731,907) (97 820} - (829,727)
TransferredsSold (102,738} (3,365)  (013,223) {303,308) (20,398) - - - {1,343,033)
Balance at
31 December 2012 572,471 38,533 1,648,567 - 1,219,470 626,904 M2, 126,402 4,545,118
Exercisable at
31 December 2012 - - - - - - - - -
Exercise Pnice per share nfa nfa nil nit nil (a) {a) {b)
(a) The grants made under the UK Sharesave scheme and Sharesave Intemabional schemes in 2012 have an exerase pnce of £4 53 per share
The grants made under the UK Sharesave scheme and Sharesave Intemational schemes in 2008 had an exercise pnce of £3 06 per share
The werghted average exercise pnce at 31 December 2012 15 £4 59 (31 December 2011 £3 06)
The werghted average exercise pnce of options exercised dunng the year was £3 06 per share
(b) The weighted average exercise pnce at 31 December 2012 was £4 94 per share
26. Reserves
Cash flow hedge reserve
{US$ in milhons}) 2012 2011
Balance as at 1 January (11 4) (7 5)
Gam/(loss) recognised on cash flow hedges
Forward exchange contracts' 46 (5 1)
Interest rate swaps 78 56
Income tax charged directly to equity (2 9) (1.0}
Reclassified to the Income Statement®
Forward exchange contracts (0 6) (35)
Interest rate swaps — 31
Fx movement through cash flow hedge reserve (02 —
Income tax credited/(charged) related to amounts transferred to the Income Statement® 04 02
Reclassified and capitalised on the Balance Sheet®
Forward exchange contracts 02) (2 8)
Balance as at 31 December (2 5) {11 4)

The cash flow hedge reserve represents hedging gains and losses recognised on the effective portion of cash flow
hedges The cumulative deferred gain or loss on the hedge I1s recognised in the Income Statement or capitalised on
the Balance Sheet when the hedged transactions impacts the Income Statement/Balance Sheet All of the outstanding
balance as at 31 December 2012 relates to expenditure which i1s expected to take place in 2013 Any capital items will
be subsequently depreciated in hne with the underlying asset

(@)Includes USS$0 3m of ineffective hedges which will be capitalised on the Balance Sheet when the hedged

transactions occur, and subsequently depreciated

{b) Gains and losses reclassified from equity into the Income Statement during the pered are included in the following

Income Statement lines

{US$ in millions) 2012 2011
Total net operating costs c8) (35)
Interest payable and similar charges — 31
Income tax expensef{credit) 04 (02)
Total reclassified (credited) to the Income Statement in the year (0 4) (0 6)
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26. Reserves (continued)

(c) Gains and losses reclassified from equity and capitalised on the Balance Sheet during the penod are included in
the following Balance Sheet lines

{(US$ in milions) 2012 2011
Property, plant and equipment {C2) (2 8)
Total reclassified and capitalised on the Balance Sheet in the year {0 2) {2 8)

27. Pension arrangements and post-employment benefits

The Group operates pension schemes in each of its principal locations The Group’s pension plans are provided
through both defined benefit schemes and defined contribution arrangements

The Group operates defined benefit pension schemes in the United Kingdom, the Netherlands and Norway The
Group's principal defined benefit penston scheme 1s the UK scheme for Inmarsat Global, which 1s a funded scheme
with assets held in a separate fund administered by a corporate trustee, the scheme is closed to new employees

The Inmarsat Global defined benefit plan was valued using the projected unit credit method with the valuation
undertaken by professionally qualfied and independent actuarnies as at 31 December 2011 The results of the
valuation have been updated for any matena!l transactions and matenal changes in circumstances (including changes
in market prices and interest rates) up to 31 December 2012 The results of this updated valuation as at
31 December 2012, for the purposes of the additional disclosures required by 1AS 19, are set out below

The Group also provides post-employment benefits for some of its employees The Group's pnncipal scheme 1Is
Inmarsat Global's post-retirement healthcare benefit scheme, which is the provision of healthcare to retired employees
(and their dependants) who were employed before 1 January 1998 Employees who have 10 years of service at the
age of 58 and retire are eligible to participate in the post-retirement healthcare benefit plans Membership of this plan
15 multinational, although most staff are currently employed in the UK The plans are self-funded and there are no plan
assets from which the costs are paid The cost of providing these benefits 15 actuanally determined and accrued over
the service penod of the active employee groups

Schemes denominated in local currencies are subject to fluctuations in the exchange rate between US Dollars and
local currencies

The principal actuanal assumptions used to calculate the Group’s pension and post-employment benefits liabilities
under IAS 19 are

As at As at
31 December 31 December
2012 2011
Weighted average actuarial assumptions used at 31 December:
Discount rate 4 80% 474%
Expected return on plan assets 6 68% 6 65%
Future salary increases 305% 4 55%
Medical cost trend rate® 3 60% 370%
Future pension Increases 2 93% 309%

(a) With effect from 1 January 2012, an inflationary cap on premiums for the post-retirement healthcare benefits was introduced, set at CPl plus 1% The
Group will pay the annual premium and any increase in percentage terms to the premium, up to a percentage amount capped at no more than CPI plus
1% Any increase to the annual premium above the inflationary cap will be payable by the members of the scheme
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Mortality assumptions have been updated to reflect expenence and expected changes in future improvements n life

expectancy The average hfe expectancy assumptions for the Company’s pension and post-employment benefits
habities are as follows

As at As at

31 December 31 December

2012 2011
Male current age 65 880 874
Female current age 65 899 903

Mortality assumptions used are consistent with those recommended by the individual scheme actuanes and reflect the
latest avallable tables, adjusted for the expertence of the Group where appropriate For the Inmarsat Global defined
benefit pension scheme and the Inmarsat Global post-retirement healthcare benefits for 2012 and 2011, mortality has
been assumed to follow the SAPS Senes 1 Normal Health tables, with long cohort improvements from 2003 based on

year of birth, subject to mimimum funding iImprovements of 1% per annum

The assets held in respect of the Group’s defined benefit scheme and the expected and actual rates of return were

As at 31 December 2012

As at 31 December 2011

Long-term Percentage Long-term Percentage
rate of return  Value (US$ of total plan  rate of return  Value (US$  of total plan
expected % in milhiens) assets % expected % 1n millions) assets %
Equities 7 40% 691 71 90% 7 50% 528 74 26%
Cash 0 56% 94 9 78% 5 00% 01 0 14%
Bonds 4 16% 154 16 03% 4 17% 153 21 52%
Other 4 42% 22 2 20% 5 34% 29 4 08%
Fair value of scheme
assets 96.1 711
Actual return on ptan
assets (loss) {79 (32)
Amounts recognised in the Balance Sheet are
As at As at
31 December 31 December
(US$ in millions) 2012 2011
Present value of funded defined benefit obligations (pension}) (86 5) {75 6)
Present value of unfunded defined benefit obltgations (pension) (18) 249
Present value of unfunded defined benefit obligations (post-employment benefits) (16 5) (15 3)
Farr value of defined benefit assets 96 1 711
Net defined benefit liability recognised in the Balance Sheet (8 7) (22 2}
The above net liability 15 recognised in the Balance Sheet as follows
As at As at
31 December 3t December
(US$ in millions) 2012 2011
Pension asset 120 —
Defined benefit liability (207} (22 2)
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Analysis of the movement in the present value of the defined benefit obligations 15 as follows

Defined Post-
benefit employment
{US$ in millions) pension plan benefits
At 1 January 2011 745 298
Acquisihon of Ship Equip 286 —
Current service cost 26 09
Interest cost 40 16
Actuanal gamn (4 8) (16 6)
Foreign exchange gatn (08) {01)
Benefits paid (14) 0 3)
Contributions by pension participants 13 —
At 31 December 2011 780 15.3
Current service cost 31 04
interest cost 35 09
Actuarial gain (0 1) (0 5)
Foreign exchange loss 42 07
Benefits paid (7N {0 3}
Contributtons by pension participants 13 —
At 31 December 2012 883 16 5
Analysis of the movement in the fair value of the assets of the defined benefit pension plans is as follows
As at As at
31 December 31 December
(US$ in millions) 2012 2011
At 1 January 711 65 4
Acquisition of Ship Equip — 13
Expected return on plan assets 45 47
Actuanal gain/(loss) 38 (80)
Contributions by employer 19 74
Contnbutions by pension participants 13 13
Benefits paid 08) (0 5)
Foreign exchange gam/(loss) 43 {0 5)
At 31 December 96.1 711
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Ameounts recognised in the Income Statement and Statement of Comprehensive Income in respect of the plans are as

follows
2012 2011
Defined Defined
benefit Post- benefit Post-
pension employment pension  employment
_{US$ in millions) plan benefits plan benefits
Recognised in Income Statement.
Current service cost 31 04 26 09
Interest cost 35 09 40 16
Expected return on pension assets (4 5) — @7 —
Foreign exchange (gain)/loss {01 07 0 3) {0 1)
20 20 16 24
Recognised in Statement of Comprehensive Income:
Net actuanal (gains)/losses® (39) (0 5) 32 (16 6)
Cumulative pre-tax actuarial losses/(gains) 53 {58) 92 (53)

{a) As aresult of the inflatilonary cap on premiums for the post-retirement healthcare benefits set at CPI plus 1% (effective from 1 January 2012) a one-off
actuanal gan of US$12 4m was recognised in the statement of comprehensive income in respect of the post-retrement provision for the year ended

31 December 2011

Current service costs for 2012 are included within employee benefit costs (note 7) The net financing costs together
with foreign exchange gains are included within interest payable (note 9)

A history of experience gains and losses 15 provided below for the Group’s principal defined benefit pension scheme
(Inmarsat Global), for the Group as a whole and for the post-employment benefits

2012

Inmarsat Global Total Group Post-

defined benefit  defined benefit employment

pension plan pension plan benefits
Present value of defined benefit obligations {US$ m millions) (80 8) (88 3) (16 5)
Farr value of plan assets (US$ in millions) 928 96 1 -
Surplus/(deficit) in plans {US$ in millions) 120 78 (16 5)
Expernence (losses)/gains on ptan babilities (US$ in millions) (0 6) o7 01
Percentage of plan liabilities 07% (0 8%) (0 6%)
Experience gains on plan assets (US$ in millions) 40 39 —
Percentage of plan assets 4 3% 4 1% —

2011

Inmarsat Global Total Group Post-

defined benefit  defined benefit employment

pension plan penston plan benefits
Present value of defined benefit obligations (US$ in millions) (712) {78 D} (15.3)
Fair value of plan assets (US$ in millions) 689 711 —
Deficit in plans (US$ in mitlions) {2 3) {6 9) (15 3)
Expenence gains on plan habilitres (US$ in milions) 64 64 10
Percentage of plan habilibes 9 0% 82% 6 5%
Expenience losses on plan assets (US$ in millions) (80) 80 —
Percentage of plan assets (11 6%} {11 3%} —
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2010
Inmarsat Global Total Group Post-
defined benefit  defined benefit employment
pension plan pension plan benefits
Present value of defined benefit cbligations (US$ in millions) (70 4) (74 5) (29 8)
Farr value of plan assets (US$ in millions) 650 654 —
Deficit in plans (US$ in millions) {54) {9 1) (29 8)
Expenence (losses)/gains on plan fiabilities (US$ in millkons) — 02 41
Percentage of plan habilites 0 0% (0 3%) 138%
Expenence gains on plan assets (US$ in milions) 29 29 —
Percentage of plan assets 4 5% 4 4% —
2009
Inmarsat Global Total Group Post-
defined benefit  defined benefit employment
pension plan pension plan benefits
Present value of defined benefit obligations {US$ in milliens) (68 B) (730) (332)
Fair value of plan assets (US$ in millions) 538 538 —
Deficit in plans (US$ in millions) {14 8) {19 2) (33 2)
Expenence (losses)/gains on plan habilites {US$ in millions) 03) 02 01
Percentage of plan habthities (0 4%) 03% 03%
Experience gains on plan assets (US$ in millions) 58 58 —
Percentage of plan assets 108% 10 8% —
2008
Inmarsat Global Total Group Post-
defined benefit  defined benefit employment
pension plan pension plan benefits
Present value of defined benefit obligations (US$ in millions) (41 9) (46 7) {19 8)
Fair value of plan assets (US$ in millions) 350 350 —
Deficit in plans (US$ in milions) {6 9) 11 % (198}
Experence gains/{losses) on plan habiities (US$ in miliions) — 02 71
Percentage of plan liabilities 00% 04% (35 9%)
Expenience losses on plan assets (US$ in millions) (14 7) (14 7) —
Percentage of plan assets {42 0%) (42 0%) —

The estimated contributions expected to be paid into the Group defined benefit pension plan dunng 2013 are
US$2 5m (2012 actual US$11 9m)

The healthcare cost trend rate assumption for Inmarsat Global's post-retirement healthcare benefits has a significant
effect on the amounts recognised In the Income Statement in respect of the post-retirement medical benefits
Increasing the assumed healthcare cost trend rate by one percentage point would have increased the post-retirement
medical benefit obligation as of 31 December 2012 by US$3 5m (2011 US$3 5m) and the aggregate of the service
cost and interest cost by US$0 2m (2011 US30 8m) Decreasing the assumed healthcare cost trend rate by one
percentage point would have reduced the post-retirement medical benefit obhgation as of 31 December 2012 by
US$2 7m (2011 US$2 7m), and the aggregate of the service cost and interest cost by US$0 2m (2011 US$0 6m)

28. Acquisitions

Acquisition of NewWave Broadband Limited

On 13 January 2012, the Group acquired all of the outstanding and 1ssued common shares of NewWave Broadband
Limited for a total consideration of US$7 7m (net of cash acquired} The acquisition has been accounted for using the
purchase method of accounting in accordance with IFRS 3, '‘Business Combinations' Goodwill recognised on this
acquisition amounts to US$2 9m
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Acquisition of Ship Equip

On 28 Apnl 2011, the Group acquired 100% of the outstanding ordinary shares of Ship Equip for a total cash
consideration of US$113 2m (net of cash acquired and after hedging the foreign exchange nsk) The allocation of the
purchase consideration was finalised during the year ended 31 December 2011

The revenue included in the Income Statement for the year ended 31 December 2011, contnbuted by Ship Equip
since the acquisition date, was US$42 1m Ship Equip also contributed a loss after tax of US$1 6m, during the year
ended 31 December 2011 Ship Equip's contribution to revenue and profit after tax for the year ended 31 December
2011, assuming the transaction had occurred on 1 January 2011, would have been US$60 3m and a loss of
US$4 6m, respectively

Acquisition of Segovia

In the year ended 31 December 2011, the Inmarsat ple Group comprised Inmarsat, Stratos, Segovia and Ship Equip
all operating as relatively independent business units Effective from 1 January 2012, the Group has been operating
with business units aligned to vertical market sectors as part of Inmarsat Solutions The original acquisition of Segovia
on 12 January 2010 involved an element of deferred consideration To enable effective operation of the new Inmarsat
Government — US business umit, in December 2011, the majonty of the remaining value of the contingent deferred
consideration on the Segovia acquisition relating te the calendar years ending 31 December 2011 and 2012 was
settled ahead of the scheduled payout dates in 2012 and 2013 As a result of accelerating the settlement of the
deferred consideration, the Group recorded an additional charge of US$5 6m in the 2011 Income Statement, In line
with IFRS 3 US$2 1m of the charge represents the better than expected performance in 2011 and was recorded In
the acquisition-related adjustments line in the Income Statement and US$3 5m was recorded in interest payable,
representing the effect of the acceleration of the settlernent of the labiity ahead of schedule

Acquisition of Blue Ocean Wireless
In addition, in July 2011, the Group acquired most of the cperational assets of Blue Ocean Wireless ('BOW') for a total
consideration of US$3 4m

29. Operating lease and other commitments

The Group’s future aggregate mwnimum lease payments under nen-cancellable operating leases and other
unrecogrnised contractual commitments are as follows

As at 31 December 2012 As at 31 December 2011

Non- Other Non- Other

cancellable unrecognised cancellable unreccgnised

operaling contractual operating contractual
(US$ in milltons) leases commitments Total leases commitments Total
Within one year 175 17 292 172 79 251
Within two to five years 542 148 69 0 519 139 658
After five years 87 4 02 876 97 1 02 973
159.1 267 185 8 166 2 220 188 2

Operating lease commitments relate primarily to leased office space, including the Group’s head office located at 99
City Road, London Other unrecognised non-cancellable contractual commitments relate to network service contracts
and maintenance contracts, which have varying terms

in addition the Group has the followrng purchase commitments, relating to future obligations to purchase space
segment capacity

As at As at

31 December 31 December

{US$ in millions) 2012 2011
Within one year 401 427
Within two to five years 4249 877
830 130 4
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The total of future sublease payments expected to be received under non-cancellable subleases at
31 December 2012 refating to the above head office lease 15 US$3 7m over three years (as at 31 December 2011
US$5 5m over four years)

The Group has vanous agreements denving revenue from designated leased capacity charges These amounts are
recorded as revenue on a straight-hne basis over the respective lease terms and represent the majonty of the Group's
future aggregate mimimum lease payments under non-cancellable operating leases expected to be received

As at As at
31 December 31 December
(US$ in milhons} 2012 2011
Within one year 67 5 325
Within two to five years 54 —
After five years 23 —
752 325
30. Capital risk management
The following table summanses the capital of the Group
As at As at
31 December 31 December
{US$ in millions) 2012 2011
As per Balance Sheet
Cash and cash equivalents (331 3) (165 7)
Borrowings 1,520 0 1,248 1
Net debt 1887 1,082 4
Equity attnbutable to Parent 13209 1,210 4
Capital 2,509 6 2,2928

The Group’s objective when managing its capital Is to safeguard its ability to continue as a going concern in order to
provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to
reduce the cost of capital The Group continually evaluates sources of captal and may repurchase, refinance,
exchange or retire current or future borrowings and/or debt securities from time to time n private or open-market
transactions, or by any other means permitted by the terms and conditions of borrowing facilities and debt securties
Additionally, the Group may adjust the amount of dividends paid to shareholders, return capital to shareholders, rssue
new shares or sell assets to reduce debt

The Group uses a maximum ratio of net borrowings to EBITDA as an internal planning parameter and in regular
forecasting and monitoring activittes In addition, movements in cash and borrowings as well as total avalable lgudity
are monitored regularly

The net borrowing {(gross of deferred finance costs) to EBITDA ratio for the year ending 31 December 2012 1s 1 75
{2011 1 30)

The Group's liguidity 1s disclosed in note 3(d)

No changes were made n the Group’s objectives, policies or processes for managing capital in the years ended
31 December 2012 and 2011
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31. Fmancial instruments

Treasury management and strategy

The Group’s treasury activities are managed by its corpeorate finance department under the direction of a Treasury
Review Committee whose charrman 1s the Chief Financial Officer, and are consistent with Board-approved treasury
pelicies and guidelines The overnding objective of treasury activities 1s to manage financial nsk

Key features of treasury management include

* ensunng that the Group 1s In a positien to fund its obligations in appropnate currencies as they fall due,

+ mantaining adequate undrawn borrowing facilities,

» economically hedging both contracted and anticipated foreign currency cash flows on a muimmum 12 month rolling
basis with the option of covering exposures up to a maximum of three years forward,

« interest rate hedging, and

+  maximising return on short-term investments based on counter-party hmits and credit ratings

Treasury activities are only transacted with counter-parties who are approved relationship banks

Treasury foreign exchange policy 1s implemented primanly through the use of forward purchases of foreign currencies
The treasury department 1s, however, authonsed to use purchased options, futures and other denvative instruments,
but only to the extent that such instruments form part of the hedging policy so as to establish a known rate of
exchange

Having arranged the purchase of foreign currency in line with the anticipated requirement for that currency over each
financial year, an average rate of exchange 15 calculated from the agreed currency transactions This average rate 15
applied as per requirements of JAS 21 The policy 1s designed to mimmise the impact of currency gams-and losses in
the Income Statement, gains and losses will arise to the extent that the level of actual payments in the period 15
different from those that were forecast

Financial Instrument by category
The following table sets out the categonsation of financial assets and habihties in terms of IAS 39.

As at 31 December 2012 As at 31 December 2011
Denvatives Denvatves
Loans and used for Loans and used for
(US$ in millions) recevables hedging  Total recewvables hedgmg Total
Assets as per Balance Sheet
Trade receivables, other receivables and
accrued iIncome® 266 3 — 2663 2341 — 2341
Cash and cash equivalents 3313 — 3313 1657 — 1657
Denvatve financial instrument — 64 64 — 79 79
597 6 64 6040 3998 79 4077

(a) Consists of trade recewvables, cther recewvables, accrued income and amounts due from Parent undertakings (see note 17}

As at 31 December 2012 As at 31 December 2011
Denvatives Other Denvatives Other
used for financial used for financial
US$ in milhons) hedging labilities Total hedging  labikties Total
Liabilities as per Balance Sheet
Borrowings — 1,5200 1,5200 — 12481  1,2481
Trade payables, other payables and
accruals™ — 3374 3374 — 4307 4307
Denivative financial instrument 114 — 114 233 — 233
114 1,8574 1,8688 233 16788 1,7021

(a) Consisis of trade payables, deferred consideration other payables, accruals and amounts due o Parent undertakings {see note 20}
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The table below analyses the Group’s financial iabihties and net-settled denvative financial instruments into relevant
maturity groupings based on the remaining pencd at the balance sheet date to the contractual matunty date The
amounts disclosed in the table are the contractual undiscounted cash flows Balances due within 12 months equal

thesr carrying values as the impact of discounting is not significant

As at 31 December 2012

Less than Between Between
(US$ in millions) 1year 1and2years 2andS5years Over 5 years Tatal
Borrowings® 1323 1416 1,354 2 3801 2,008 2
Dernivative financial instruments 114 — — — 14
Trade payables, other payables and
accruals 3117 16 18 223 3374
455 4 143 2 1,356 0 402 4 2,357 0

{a) Includes nterest obligations on the Suberdinated Semor Notes due 2017 Loan, EIB Faciity and Ex-lm Bank Faciity The interest obligations do not take
into account the impact of interest rate swaps and assume no changes in floating interest rates from the year end

As at 31 December 2011

Less than Between Between
(US$ in milhions) 1year 1and2years 2andS5 years Over 5 years Total
Borrowings® 114 7 1120 3883 1,022 9 1,6379
Denvatwve financial instruments 14 2 91 —_ — 233
Trade payables, other payables and
accruals 402 6 12 59 210 4307
53156 122 3 394 2 1,043 & 2,091 9

(a) Includes interest cbhgations on the Subordinated Senicr Notes due 2017 Loan, EIB Facility and Ex-im Bank Facility The interest obhgations do not take
into account the impact of interest rate swaps and assume no changes In floating interest rates from the year end

Net fair values of derivative financial instruments

The Company's denvative financial instruments as at 31 December 2012 consist of forward foreign currency contracts
and interest rate swaps The interest rate swaps and approximately 80% of forward foreign currency contracts (2011

90%) are designated cash flow hedges

The net fair values at the balance sheet date were

As at Asat

31 December 31 December
{US$ 1n milhions) 2012 2011
Contracts with positive fair values:
Forward foreign currency contracts - designated cash flow hedges 62 . 75
Forward foreign currency contracts - undesignated 02 04
Contracts with negative fair values:
Forward foreign currency contracts - designated cash flow hedges (20) By
Total forward exchange currency contracts 44 18
Interest rate swap - designated cash flow hedge (9 4) (17 2)
Total net fair value {5 0} (15 4)
Less non-current portion
Forward foreign currency contracts - designated cash flow hedges — (0 6}
Interest rate swap - designated cash flow hedge — (8 4)
Current portion (50) (6 4)

The full value of a hedging denvative 1s classified as a non-current asset or hability if the remaining matunty of the
hedged item 1s more than 12 months and, as a current asset or hability if the matunty of the hedged item 1s iess than

12 months
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The farr value of foreign exchange contracts performed by management are based upon a valuation provided by the
counterparty and are classified as level 2 in the far value hierarchy according to IFRS 7 The farr value of foretgn
exchange contracts are based upon the difference between the contract amount at the current forward rate at each
period end and the contract amount at the contract rate, discounted at a vanable risk-free rate at the penod end

The farr value of the interest rate swaps performed by management are based upon a valuation provided by the
counterparty and are classified as level 2 In the fair value hierarchy according to IFRS 7 Interest rate swaps are
measured at the present value of future cash flows estimated and discounted based on the applicable yield curves
derived from quoted interest rates

Forward foreign exchange
The following table sets out the face value and fair value of forward exchange contracts outstanding for the Group as

at 31 December 2012 and 2011

As at 31 December 2012

Maturing Maturing
Qutstanding forward foreign Matuning between between 2 Fair value
exchange contracts (in millions) Facevalue within1year 1 and2years and 5 years (US$)
GBP contracts £635 £63 5 - —_ 33
Euro contracts €456 €456 — — 09
Canadian Dollar contracts C$120 C$12 0 - — 02
44
As at 31 December 2011
Maturing Matunng
Outstanding forward foreign exchange Maturing between between Fair value
contracts (in milhons) Facevalue within1year 1and2years 2and 5 years (USS)
GBP contracts £705 £68 0 £25 — 44
Euro contracts €85 1 €782 €69 — (21)
Canadian Dollar contracts C$195 C$165 C$30 — (05)
18

Interest rate swap
The following table details the notional principal amounts and remaining terms of interest rate swap contracts

outstanding for the Group as at 31 December 2012 and 2011

Average contracted Notional prnincipal
fixed interest rate amount Fair value

2012 2011 2012 2011
Outstanding floating for fixed 2012 2011 {USS$ in {(US$1n (US$ In {(US$n
contracts % % millions) millions) millions) millions)
Less than one year 4 93% — 2000 - (94) 88
One to two years —_ 4 93% — 2000 — (8 4)
Two to five years — — — — — —
Five years + — — — — — —

200.0 2000 (9 4) {17 2)

Under the Interest rate swaps the Group receives quarterly floating interest (three-month USD LIBOR) to offset
floating interest payable Gains or losses will reverse In the Income Statement when the swaps expire

Non derivative financial assets and financial habilities
Non dervative financial assets consist of cash at bank, short-term investments, trade recewvables, other recewvables,

accrued income and amounts due from Parent undertakings
Non-derivative financial liabilities consist of borrowings, trade payables, deferred consideration, other payables,
accruals and amounts due to Parent undertakings
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31. Financial instruments (continued)

Fair value of non-derivative financial assets and financial liabilities
The farr values of all non-denvative financial instruments approximate to the carrying value in the Balance Sheet,
except for the Subordinated Senior Notes due 2017 Loan

The following methods and assumptions have been used to determine fair values

« The farr values of cash at bank, overdrafts and short-term deposits approximate their carrying values because of
the short-term maturity of these Instruments (see note 16),

« The farr value of trade and other receivables and payables, accrued income and costs, deferred consideration and
amounts due from and to Parent undertakings approximate their carrying values (see note 17 and 20 respectively),

+ The carrying amount of deferred satelite payments represents the present value of future payments discounted,
using an appropriate rate, at the period end This carrying amount approximately equals fair value (see note 19),

+ The fair value of the Subordinated Senior Notes due 2017 Loan 1s US$912 7m (2011 US$677 6m) based on the
fair value of the Sentor Notes due 2017 as at 31 December 2012 (see note 19},

+ The EIB Facility 1s reflected in the Balance Sheet as at 31 December 2012 net of unamortised arrangement costs
of US$1 6m (2011 US$2 2m) The farr value approximates the carrying value (see note 19), and

+ The Ex-Im Bank Facility 1s reflected in the Balance Sheet as at 31 December 2012 net of unamortised arrangement
costs of US$16 3m (2011 US$14 5m) The farr value approximates the carrying value (see note 19)

32. Capital commitments

The Group had authonised and contracted but not provided for captal commitments as at 31 December 2012 of
US$740 3m (2011 US$1,086 7m) These amounts pnmanly represent commitments in respect of the Alphasat and
Global Xpress pragrammes

33. Contingent liability

The Group has received an enquiry from Her Majesty’s Revenue and Customs (‘HMRC'} into the financing of a
finance lease and operating leaseback transaction entered into in 2007 in respect of the Inmarsat-4 satellites The full
tax benefit of the transaction of US$218 6m was recognised and disclosed in the Group's financial statements for the
year ended 31 December 2008 The potential current tax hability in relation to the element of the transaction subject to
the HMRC enguiry 1s estimated to be in the region of US$65m The Group has sought external advice and
management do not believe that a matenal economic outflow is probable, therefore no provision has been recorded in
these financial statements However, this disclosure has been made in ight of the enquines being made by HMRC

No accurate estimation of the time required to settle this matter can currently be given
34. Related party transactions

In the normal course of operations Inmarsat Solutions engages In transactions with its equity owned investees
Navanno Telecom SA and NTS Mantime Limited (together ‘Navaring’) and JSAT Mobile Communications Inc These
transactions represent sales of artime and equipment and are measured at the amounts exchanged Group revenue
from the related parties for the 2012 financial year was US$24 7m and US$18 5m respectively (2011 US$21 3m and
US$11 4m respectively) The amount receivable from the related party at 31 December 2012 was US$13 5m and
US$3 3m, respectively {2011 US$12 2m and US$1 5m, respectively)
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34 Related party transactions (continued)

Aggregate remuneration for key management personnel, being the Executive Staff (including Executive Directors) of

Inmarsat ple, dunng the year s as follows

{US$ in millions) 2012 2011
Short-term employee benefits® 97 71
Post-employment benefits 03 02
Termination benefits 05 —
Share-based payment® 75 67
Total remuneration 18 0 14.0

(a) Includes employers National Insurance or other social secunty contributions

The amount owing to the Executive Staff (including Executive Directors) as at 31 December 2012 and 2011 was

US$3 5m and US$2 8m, respectively

The post-employment benefits and defined benefit pension plans are related parties (see note 27)

Management believes that all related party transactions were made on an arm'’s length basis

The table below sets out transactions with related parties, being fellow subsidiary companies of the Inmarsat plc

group
{US$ in milhons) 2012 2011
Transactions with Inmarsat plc:
Intercompany Interest payable 33 03
Repayment of loan 1194 —
Receipt of loan 1621 —
QOther net trading 16 —
Transactions with Inmarsat Finance plc.
Interest payable on Subordinated Senior Notes due 2017 Loan 596 492
Intercompany interest receivable 09 —
Gross proceeds of the Subordinated Senior Notes due 2017 Loan 2120 —_
Interest paid on Subordinated Senior Notes due 2017 Loan 627 479
Interest prepaid on Subordinated Senior Notes due 2017 Loan 53 -
Transactions with Inmarsat Holdings Limited:
Intercompany interest receivable — 02
Other net trading 05 —
Transactions with Inmarsat Group Limited.
Diwvidend paid 1000 3257
The table below sets out balances with related parties, being fellow subsidiary companies of the Group
As at As at
31 December 31 December
{US$ in millions) 2012 2011
Cutstanding balances with Inmarsat plc:
Amounts due from fellow Group companies 11 —_
Loan due to fellow Group companies — {6 0)
Amounts due to fellow Group companies (103 9) (49 2)
QOutstanding balances with Inmarsat Finance plc:
Subordinated Senior Notes due 2017 Loan (857 5) (646 4)
Interest on Subordinated Senior Notes due 2017 Loan (77 (55
Amounts due to fellow Group companies (19 (19
Outstanding balances with Inmarsat Group Limited:
Amounts due to fellow Group companies — {100 0}
Outstanding balances with Inmarsat Holdings Limited:
Amounts due from fellow Group companies 26 31
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35. Principal subsidiary undertakings

At 31 December 2012, the Company had investments in the following principal subsidianies that have a significant
impact on the consohdated results and total assets of the Group To avoid a statement of excessive length, details of
subsidiaries and associates which are not significant have been omitted from this kst A full st of subsidiaries and
associates will be annexed to the Company’s next annual return to be filed with the Registrar of Companies

Interest in
1ssued ordinary

Interest In 1ssued
ordinary share

Country of share capital at capital at

incorporation and 31 December 31 December

Principal activity operatioh 2012 2011

Inmarsat Global Lirnited Satelhte telecommunications England and Wales 100% 100%
Inmarsat Leasing (Two) Limited Satellite leasing England and Wales 100% 100%
Inmarsat Navigation Ventures Limited Operating company England and Wales 100% 100%
Inmarsat SA Operating company Switzerland 100% 100%
Inmarsat Employment Company Limited Employment company Jersey 100% 100%
Inmarsat Hawail Inc Satelite telecommunications USA 100% 100%
Inmarsat Canada Holdings Inc Holding company Canada 100% 100%
Inmarsat Solutions B v @ Operating company The Netherlands 100% 100%
inmarsat Selutions (US) Inc ® Operating company USA 100% 100%
Segovia, Inc Operating company USA 100% 100%
Inmarsat Solutions Pte Limited Operating company Singapore 100% 100%
Stratos Government Services Inc Operating company USA 100% 100%
Inmarsat Solutions AS © Operating company Norway 100% 100%
Stratos Mobile Networks Inc Operating company USA 100% 100%
Inmarsat New Zealand Limited © Operating company New Zealand 100% 100%
Stratos Offshore Services Company Operating company USsA 100% 100%
Inmarsat Solutions (Canada) Inc ® Operating company Canada 100% 100%
Moskovsky Teleport Operating company Russia 80% 80%
Inmarsat Solutions Global Limited ® Operating company England and Wales 100% 100%

(a) Stratos B V was renamed Inmarsat Solutions B V 10 February 2012
(b} Stratos Communications Inc was renamed Inmarsat Solutions (US) Inc 1in February 2012
(c) Ship Equip AS was acquired on 28 Apn! 2011 (see note 28) It was renamed Inmarsat Solutions AS in February 2012
(d} Stratos New Zealand Limited was renamed Inmarsat New Zealand Limited in November 2012

{e) Stratos Wireless Inc was renamed Inmarsat Solutions (Canada) Inc in March 2012
(f) Stratos Global Limited was renamed Inmarsat Solutions Globat Limited 11 April 2012

36. Events after the balance sheet date

Subsequent to 31 December 2012, other than the events discussed above, there have been no other materal events
which would affect the information reflected in the consoclidated financial statements of the Group
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF INMARSAT INVESTMENTS LIMITED

We have audited the Parent Company financial statements of Inmarsat Investments Limited for the year ended
31 Becember 2012 which comprise the Balance Sheet, the Cash Flow Statement, the Statement of Changes in Equity
and the related notes The financial reporting framework that has been applied 10 therr preparation 1s applicable law
and International Financial Reporting Standards ('IFRSs’) as adopted by the European Umon and as apphed In
accordance with the provisions of the Companies Act 2006

This report 1s made solely to the Company’'s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’'s members those
matters we are required to state to them in an auditor’s report and for no other purpose To the fullest extent permitted
by law, we do not accept or assume responsibility to anyone other than the Company and the Company’'s members as
a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully n the Directors’ Responsibiibies Staterment, the Directors are responsible for the preparation
of the Parent Company financial statements and for being satisfied that they gwve a true and farr view Qur
responsibiity 1s to audit and express an opinion on the Parent Company financrat statements in accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply with
the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves cbtaiming evidence about the amounts and disclosures In the financial statements sufficient to give
reasonable assurance that the financial statements are free from materal misstatement, whether caused by fraud or
error This mncludes an assessment of whether the accounting policies are appropnate to the Parent Company's
circumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the Directors, and the overall presentation of the financial statements In addition, we
read all the financial and non-financial information in the annual report to identfy matenal inconsistencies with the
audited financial statements and to identify any information that 1s apparently matenally incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit If we become aware
of any apparent matenial misstatements ar inconsistencies we consider the implications for our report

Opinion on financial statements
In our opirion the Parent Company financial statements
» give a true and farr view of the state of the company’s affairs as at 31 December 2012,
» have been properly prepared in accordance with IFRSs as adopted by the European Unicn and as applied in
accordance with the provisions of the Companies Act 2006, and
* have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are
prepared s consistent with the Parent Company financial statements

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to
you if, in our opinion
* adequate accounting records have not been kept by the Parent Company, or returns adequate for our audit
have not been received from branches not visited by us, or
» the Parent Company financial statements are not in agreement with the accounting records and returns, or
certain disclosures of Directors' remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audit

Other matter
We have reported separately on the group financial statements of Inmarsat Investments Limited for the year ended
31 December 202

=~

Stephen Gnggs, FCA (Senior statutory auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
London, United Kingdorn

24 June 2013
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Inmarsat Investments Limited

Company Balance Sheet
As at 31 December 2012

As at As at

31 December 31 December
(US$ in milhons) 2012 2011
Assets
Non-current assets
Investments@ 26089 25179
Other receivables®™ 3139 558 3
Deferred income tax assets 20 41
Total non-current assets 2,9228 3,080 3
Current assets
Trade and other recevables® 44 1059
Current income tax asset 236 245
Total current assets 280 1304
Total assets 29508 3,2107
Liabilities
Current liabilities
Borrowings® 441 441
Trade and ather payables® 477 2 9451
Denvative financial instruments 93 88
Total current liabilities 5306 998 0
Non-current habilities
Borrowings® 1,664 9 13778
Dervative financial instruments — 84
Total non-current liabilities 1,664.9 1,386 2
Total habilities 21955 2,384 2
Net assets 7553 8265
Shareholders’ equity
Ordinary shares 03 03
Share premium 3656 3656
Other reserves 6313 6257
Accumulated losses (241 9) (165 1)
Total shareholders’ equity 7553 826 5-

(a) Investments consist of a US$2,606 9m investment in inmarsat Ventures Limited (2011 US$2,517 9m)

(b) Other recevables consist of US$313 9m of amounts due from Group companies (2011 US$558 3m)

(c} Trade and other recevables consist of US$4 4m of other debtors (2011 US$100 Om amounts due 1o Group companies and US$5 9m of other debters}

(d) Current borrowings compnse a US$44 1m drawdown of the EIB Factity {2011 US$44 1m drawdown)

(e) Trade and other payables consists of US$0 2m trade payables (2011 US30 2m), US$470 1m due to Group companies (2011 US$939 1m) and
US$6 9m in relation to accruals and deferred income (2011 US$5 8m)

(fi Non-current borrowings compnse US$857 5m Subordinated Senior Notes due 2017 Loan (2011 US$646 4m), US$218 5m amounts due to Group
companies {2011 US$215 7m), US$220 2m drawdown of the EIB Facility (2011 US$264 3m), US$397 6m drawdown of the EXIM Facility (2011
US$277 3m} less deferred finance costs on the Senior Notes due 2017 of US$11 Om {2011 US$9 2m), on the EIB Facility of US$1 6m (2011 US$2 2m)
and US$16 3m on the EXIM Facility (2011 US$14 5m}

The financial statements of Inmarsat investments Limited, registered number 4886096, on pages 57 to 59 were
approved by the Board of Directers on 24 June 2013 and signed on its behalf by

(\Z/Nm/ ?w NS

Rupert Pearce Rick Medlock
Director Director
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Inmarsat Investments Limited

Company Statement of Changes in Equity

For the year ended 31 December 2012

Ordinary Share Cash flow Capital
share premium hedge contribubon Accumulated

{US$ 1n millions) capital account reserve reserve losses Total
Balance as at 1 January 2011 03 3656 {18 0) 3119 {107 2) 5526
Capital contribution — — — 3257 — 3257
Cividends paid — —_ —_ — (423 4) {423 4)
Comprehensive Income

Profit for the penod — — — — 3655 3855

Other comprehensive iIncome —

before tax — — 88 — — 88

Qther Comprehensive Income — tax — — 27 — — 27
Balance as at 31 December 2011 03 3656 (11 9) 637 6 (165 1) 826 5
Dwidends paid — — —_ — (1257 (125 7)
Comprehensive Income

Profit for the period _— — — — 48 9 48 9

Other Comprehensive Income -

before tax — — 77 — — 77

Other Comprehensive Income — tax — — 21) — — 21
Balance as at 31 December 2012 03 3656 (6 3) 637 6 (241 9) 7553
Company Cash Flow Statement
For the year ended 31 December 2012

{US$ in millions} 2012 2011

Cash flow from operating activities

Cash generated from operations 321 145 4

Interest receved — 02

Net cash from operating activities 321 14586

Cash flow from investing activities

Dividend received from Group companies 2257 3234

Investment in subsidiary company (89 0) (605 0)

Net cash (used in)from investing activities 1367 (281 6)

Cash flow from financing activities

Dividends paid to Parent Company (225 7) (323 4)

Repayment of Previous Senior Credit Facility — (200 0)

Drawdown of EIB Faciiity (44 1) —

Drawdown of Ex-Im Factlity 120 3 2773
Gross Issuance proceeds of Subardinated Senior Notes due 2017 Loan 2120 —_
Arrangement costs of new borrowing facilities 81) (22 4)

Interest paid on borrowings {122 0) (75 1)

Interest prepaid on Subordinated Sentor Notes due 2017 Loan 53 —

Intercompany funding {106 5) 4795

Net cash {used in)/from financing activities {168 8) 1359

Net decrease in cash and cash equivalents — {0.1)

Movement Ih cash and cash equivalents

At beginning of year — 01

Net decrease In cash and cash equivalents — {0 1)

As reported on balance sheet (net of bank overdrafts)

At end of year, comprising
Cash at bank and in hand
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Basis of accounting
In the 2012 and 2011 financial statements the Directors have applied International Financial Reporting Standards
('IFRS") as adopted by the European Union and IFRS as issued by the International Accounting Standards Board

The accounting policies and financial nsk management policies and objectives, where relevant to the Company, are
consistent with those of the consolidated Group as set out In notes 2 and 3 to the consolidated financial statements

Income Statement
The Company has taken advantage of the exemption available under section 408 of Companies Act 2006 and has not
presented an Income Statement The profit after tax for the year ended 31 December 2012 was US$48 Sm (2011

US$365 5m)

Auditor’s remuneration
The Auditor's remuneration incurred for the audit of the Company amounting to US$10,000 (2011 US$10,000) was
paid by a company within the Group No recharge was made

Employee costs and Directors’ remuneration
The Company does not have any directly employed employees

Foreign currency translation
Accounting for foreign currency transactions of the Company I1s consistent with that of the Group, which 1s disclosed In
note 2 to the consolidated financial accounts

Financial Instruments
The IFRS 7, ‘Financial Instruments’ disclosures of the Company are consistent with that of the Group as set out In
note 31 of the consolidated financial statements

The differences between the Group and the Company are In relation to intercompany balances As at 31 December
2012, the Company had US$313 9m (2011 US$658 3m) amounts due from Greup companies and US$1,545 1m
(2011 US$1,801 2m) amounts due to Group compames The Directors consider that with the exception of the
Subordinated Senior Notes due 2017 Loan the carrying value of the intercompany balances to approximate to their
fair vaiue

Cash generated from operations
Reconcihation of profit for the year to net cash inflow from operating activities

{(US$ in millions) 2012 2011
Profit for the year 48 9 3655
Adjustments for
Income tax credit (24 9) (36 0)
Interest payable 1212 1046
Interest recewvable (22 2) (16 2)
Dividend receivable (125 7) (423 4)
Forward exchange contracts (02} 02
Changes in net working capital
{Increase)/decrease In trade and other receivables (10 7) 499
Increase In trade and other payables 457 1008
Cash generated from operations 321 1454
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